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COMMIT TEli REPORT

SENATT!
FURTHER: FINANCE
1/29/86 Date N3 -
Mr. President
The Committee on C&RA considered SB 369

relating to fiscal notes for legislation affecting a municipality.

and (a majority of the committee) (the committee) reports it back with
the following recommendations:

]
]
j
Yl

]
]
]

EMBERS
DOMPASIS

do pass

do pass with attached amendment(s)
replace with/or adopt CS for

new title
same title and recommends

and attached a "LETTER OF INTENT™ [ 1 NEW FISCAL NOTE
reports it back without recommendation

recommends referral to Committee

SIGNING MEMBERS HAVING
» OTHER RECOMMENDATIONS

A—/d o

Chairm

b -Pad

Chairman recommendation



Original sponsor: Community and Regional
Affairs Committee

BY THE COMMUNITY AND REGIONAL
IN THE SENATE AFFAIRS TOMMITTEE

CS FOR SENATE BILL NO. 369 (C&RA)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to fiscal notes for legislation
affecting a municipality.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 24.08.035(a) is amended to read:

(a) Before a bill or resolution, except an appropriation bil
iIs reported from the committee of first referral, there shall be
attached to the bill a fiscal note containing an estimate of the
amount of the expenditure [APPROPRIATION] 1increase or decrease related
to a state agency or a municipality that [WHICH] would result from
enactment of the bill for the current fiscal year and five succeeding
fiscal years. If [OR, IF] the bill has no fiscal impact, a statement
to that effect shall be attached. The fiscal note or statement shall
be prepared in conformity with the requirements of this section by the
department or departments affected and may be reviewed by the office
of management and budget. The fiscal note or statement shall be
delivered to the committee requesting it within five days of the
request or within two days if the request 1is made after the 90th day
of a regular session, or during a special session of the legislature.
IT the bill 1is presented by the governor for introduction 1in accor—
dance with AS 24.08.060(b) and the uniform rules of the legislature,
the fiscal note or statement shall be attached to the bill before the
bill 1is introduced. An amendment or a substitute bill proposed by a

committee of referral that changes the fiscal impact of a bill shall
be explained in a revised fiscal note or statement attached to the

-1- CSSB 369 (C&RA)
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bill.

* Sec. 2. AS 24.08.035(c) 1is amended to read:

(©) A fiscal

note for a bill or resolution must contain the

following 1information 1if the expenditure 1increase or decrease 1S

related to a state agency:

€Y
&)
3
C))
fund source,
®)
identified as
(6)
derived;
Q)

note;

®)

the

the

a

the

fiscal impact on existing programs,

fiscal impact of new programs or activities;

line i1tem detail of the fiscal impact;

source of funds expected to be utilized by general

federal fund source, or other identified source;

the number of new positions which may be required,

full-time, part-time, or temporary;

an analysis of how the figures in the fiscal note were

additional information necessary to explain the fiscal

a fTiscal impact projection for the current fiscal year

and for the succeeding five fiscal years; and

®

note,

formal information consisting of

QY
(8
©
®

®

the bill or resolution number,
the name of the prime sponsors,
the date the fiscal note was prepared,

the name of the committee requesting the fiscal

the name and phone number of the person who pre—

pared the fiscal note, and

affected.

Q)

the budget request unit, program, or subprogram

* Sec. 3. AS 24.08.035 1is amended by adding a new subsection to read:

CSSB 369 (C&RA)

-2-



(e) IT the expenditure 1increase or decrease 1is related to a
municipality, the fiscal note for a bill or resolution must contain
the information required by (c)(1), (2), and (6) - (9) of this sec—

tion.

-3- CSSB 369 (C&RA)



Senator Edna DeVries. Chairman

gJlasfea g>tate legislature

Senate Senator Ferguson Vice Chairman
Senator Coghill
Senator Sturg. iewski
Senator V Fischer

Committee on Pouch v

Official Business Juneau AiasKa 99311

Community anti Regional Affairs

Committee Meeting March 18, 1986

CS for SB 369 (C&RA")-- An Act relating to fiscal notes for
affecting a municipality

This bill was considered by the corrmittee on February 20,

at which time it was agreed that further work on the bill
would be don? by the Municipal League, Committee Staff and
Legislative Finance with the view of preparing a new proposal
for the committee. The attached committee substitute 1is the
result.

Dave Dierdorff, Legal Services, who drafted the CS will be
in attendance to provide any input the corrmittee desires.

Scott Burgess with the AML will also be available to provide
comment and answer questions.

Some representativa. frorn DC&RA will also attend today"s meeting.
Material attached:

Position paper and Fiscal Note from the Dept, of C&RA.



il II\/II\//\ r(lzlf“ BILL SHEFFIELD, GOVERNOR

DEPT. OF COMMUNITY & REGIONAL AFFAIRS CJ POUCHB

JUNEAU, ALASKA 99311
PHONE: (907) 46f-4700
OFFICE OF THE COMMISSIONER
[ 9J9 E. 36TH AVENUE, SUITE JOO
ANCHORAGE. ALASKA 99508
PHONE: (907) 563-1073

March 38, 1986
POSITION PAPER
RE: CSSB 369
SPONSOR: Senate Community and Regional Affairs Committee
Program Effects of Bill

Requires that fiscal notes be prepared Tfor legislation which
would affect municipalities.

Comments

The Department strongly supports the concept of providing
municipalities with 1information on potential fiscal 1impacts at
the local level. We also believe that the C&RA Committee
Substitute for SB 369 1is an improvement over the original bill.

Instead of placing the entire task of reviewing virtually every
bill in this Department, the Committee Substitute merely
provides that municipal 1impacts be reviewed and addressed as
part of the fiscal note process. Each agency responsible for
fiscal note preparation would be accountable for this procedure
in their area of expertise, and the Department believes this 1is
a fair approach.

Compared to the original bill, the number of Dbills this
Department would be directly responsible for reviewing would
decrease dramatically. However, it 1is anticipated that State
agencies 1involved 1in this new task would <call on DCRA for
information about municipalities to aid them 1in their fiscal
note preparation.

We believe one mid-level professional, along with seasonal
support staff, should be hired to do this work. Certainly we
are concerned with this potential expansion of State government
considering the current decline in State revenues.

We would envision staff working closely with the Alaska
Municipal League in estimating fiscal impacts and, 1in many
cases, also directly contacting municipalities. The valuable
information gained directly from these entities could then be
reviewed and an objective fiscal opinion could be rendered.

21-P1LH



CSSB 369
March 18, 1986
Page Two

Given the prospect of greatly reduced Star.e government, the
Department believes this bill 1is timely and important. The
Department continues to have some concerns about the amount of
additional work this bill may generate and the accuracy of
fiscal notes for a State as large and diverse as ours.
However, the Committee Substitute is a v ist improvement and the
Department supports its passage.



STATE OF ALASKA 1986 LEGISLATIVE SESSION

FISCAL NOTE

REQUEST

Bill/Resolution No.: CSSB 369 (C&RA)
Title:An Act relating to fiscal notes
for legislation affecting a
municipality.

Sponsor: Senate C&RA Committee
Requestor: Senate C&RA Committee

Date of Request:

EXPENDITURES/REVENUES : (Thousands of Dollars)

OPERATING FY 86 FY 87

PERSONAL SERVICES 62.4
TRAVEL 1.0
CONTRACTUAL 3
SUPPLIES

EQUIPMENT '
LAND & STRUCTURES

GRANTS. CLAINS

MISCELLANEOUS

TOTAL OPERATING 74.8

SN

CAPITAL |

REVENUE

FUNDING : (Thousands of Dollars)

GENERAL FUND 74.8
FEDERALFUNDS

OTHER

TOTAL

POSITIONS

FULL-TIME r
PART-TIME
TEMPORARY

ANALYSIS :  Attach a separate page if necessary

See page 2, attached.

Revision Date ;| ------mmmmmmmn =

FISCAL DETAIL

Agency Affected: Community & Regional Aftai
BRU:

Components:

FY 88

67.4

67.4

Prepared by: Doug Griffin. Deputy PirectorA}!
Division : Municipal & Regional Assistance

Approved by Commissioner:  Emil Notti
Agency: Community & Regional

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor

Office of Management and Budget
Impacted Agency(iem)

\%

irs

page

of

Local

FY 89

64.3
1.1
3.7

-4

69.5

69.5

Phrw
Date:

Date:

Government Assistance

Statewide Assistance

FY 90 FY 91
64.3 66.2
1.1 1.1
3.8 3.9
4 .5
-0- -0-
69.6 71.7
69.6 71.7
1 1
"1 i
465-4750
03/18/86
NSEly<=>
10/25/85



CONTINUATION of FISCAL NOTE ANALYSIS

For Bill/Resolution Nn.CSSB 369 (C&RA)
ANALYSIS

This fiscal note recognizes there is a degree of uncertainty
regarding the 1impact of this bill; however,, it 1is a conservative
estimate of staff and support requirements. It is also anticipated
that this Department will receive requests from other Departments
and agencies for municipal information to assist them in doing their
fiscal notes. Personal Services 1is increased 3% every other year,
while other areas are adjusted for inflation at an annual rate of 4%.
In order to accomplish this task with this limited staff, it 1is
envisioned that a complete data base will be maintained on a
powerful personal computer to reflect municipal services and
financial information. During the interi.n, the Research Analyst
would be vresponsible for maintaining and updating this data base.
Ultimately, a municipal model may L< developed to allow more precise
and rapid fiscal note preparation.

PERSONAL SERVICES 62,381
One Research Analyst 111, Range 18

Salary 37,356
Benefits 11,525

48,881
One Seasonal (6 months) Clerk Typist 111, Range 8
Salary 9,761
Benefits 3,739
13,500
TRAVEL
2 trips @ $500 (includes per diem) 1,000
(attend AML Convention, MFOA meetings, etc.)
CONTRACTUAL 3,500
Communication 3,000
(toll calls, postage for mass
mail questionnaires, etc.)
Photocopy/Printing 500
SUPPLIES 400
EQUIPMENT (one-time item) 7,500
Personal Computers w/attachments 5,500
& software
Office Equipment 2,000

page—t of
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Dierdorff
3/3/86 /
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Original sponsor: Community and Regional

Affairs Committee

BY THE COMMUNITY AND REGIONAL

IN THE SENATE AFFAIRS COMMITTEE

CS FOR SENATE BILL NO. 369 (C&RA)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to fiscal notes for legislation

BE

affecting a municipality.”

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 24.08.035(a) 1is amended to read:

(a) Before a bill or resolution, except an appropriation
is reported from the committee of first referral, there shall be
attached to the bill a fiscal note containing an estimate of the
amount of the \ increase or decrease related to a state
agency or a municipality that [WHICH] would result from enactment of
the bill for the current fiscal year and five succeeding fiscal years”_
If [OR, IF] the bill has no fiscal impact, a statement to that effect
shall be attached. The fiscal note or statement shall be prepared in
conformity with the requirements of this section by the department or
departments affected and may be reviewed by the office of management
and budget. The Tfiscal note or statement shall be delivered to the
committee requesting it within five days of the request or within two

days if the request 1is made after the 90th day of a regular session,

bil

or during a special session of the legislature. IT the bill 1is pre—

sented by the governor for introduction in accordance with AS 24.08.-
060(b) and the wuniform rules of the legislature, the fiscal note or
statement shall be attached to the bill before the bill is introduced.
An amendment or a substitute bill proposed by a committee of referral
that changes the fiscal impact of a bill shall be explained 1in a
revised fiscal note or statement attached to the bill.

CSSB 369 (C&RA)
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* Sec. 2. AS 24.08.035(c) is amended to read:

(c) A fiscal note for a bill cr. resolution must contain the

following information if the appr-bpr-i-at-i-on increase or decrease 1is

related to a state agency:

@
&)
®3)
4)

the fiscal 1impact on existing programs;
the fiscal 1impact of new programs or activities;
a line item detail of the fiscal impact;

the source of funds expected to be utilized by general

fund source, federal fund source, or other 1identified source;

®)

identified as

()

derived;

M

note;

®)

and for the su

€))

note,

pared the

affected.

* Sec. 3. AS 24

the number of new positions which may be required,
full-time, part-time, or temporary;

an analysis of how the figures in the fiscal note were

additional information necessary to explain the fiscal

a fiscal 1impact projection for the current fiscal year
cceeding five fiscal years; and

formal information consisting of

A) the bill or resolution number,

(B) the name of the prime sponsors,

© the date the fiscal note was prepared,

(D) the name of the committee requesting the fiscal

(E) the name and phone number of the person who pre—

fiscal note, and

) the budget request wunit, program, or subprogram

.08.035 1is amended by adding a new subsection to read:

(e) If the

CSSB 369 (C&RA)
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municipality, the fiscal note for a bill or resolution must contain
the 1information required by (c)(1), (2), and (6) - (9) of this sec—

tion.



STATE OF ALASKA 19S6 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date : ---------------- .

REQUEST FISCAL DETAIL
Bill/Resolution No.:  CSSB 369 (C&RA) Agency Affected: Community & Regional Affairs
Title:An Act relating to fiscal notes Bru: Local Government Assistance

for legislation affecting a
municipality.
Sponsor: Senate C&RA Committee Components: Statewide Assistance
Requestor: Senate CTRA Committee

Date of Request:

EXPENDITURES/REVENUES : (Thousands of Dollars)

OPERATING FY 86 Fy 87 Fy 88 FY 89 FY 90 FY 91
PERSONAL SERVICES 62.4 62.4 64.3 64.3 66.2
TRAVEL 1.0 1.0 1.1 1.1 1.1
CONTRACTUAL 3.6 3.6 3.7 3.3 3.9
SUPPLIES 4 A ! 4 5
EQUIPMENT 7.5 -0- -0- -0- -0-

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOQUS

TOTAL OPERATING 74.8 67.4 69.5 69.6 71.7

CAPITAL |

REVENUE

FUNDING : (Thousands of Dollars)

GENERALFUND 74.8 67.4 69.5 69.6 71.7
FEDERAL FUNDS

OTHER

TOTAL

POSITIONS :

FULLTIME r 1 1 1
PART-TIME 1 1 1 — 1
TEMPORARY !

ANALYSIS :  Attach a separate page if necessary

See page 2, attached.

Prepared by: Doug Griffin. Deputy PirectorA p r Phnnp - 465-4750
Division : Municipal..& -Regional Assistatnee D ate. 03/18/86
Approved by Commissioner:  Emi 1 Notti h/ D afe .

Agency: Community & Regional (Affairs

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget ] «
Impacted Agency(ies) page of 10/25/85



CONTINUATION of FISCAL NOTE ANALYSIS

For Bill/Resolution Nn CSSB 369 (C&RA)
ANALYSIS

This fiscal note recognizes there is a degree of uncertainty
regarding the 1impact of this bill; however,, it 1is a conservative
estimate of staff and support requirements. It is also anticipated
that this Department will receive requests from other Departments
and agencies TfTor municipal information to assist them 1in doing their
fiscal notes. Personal Services 1is increased 3% every other year,
while other areas are adjusted for inflation at an annual rate of 4%.
In order to accomplish this task with thms limited staff, it 1is
envisioned that a complete data base w.ll Dbe maintained on a
powerful personal computer to reflect municipal services and
financial information. During the interim, the Research Analyst
would be responsible for maintaining and updating this data base.
Ultimately, a municipal model may be developed to allow more precise
and Lapid fiscal note preparation.

PERSONAL SERVICES 62,381
One Research Analyst 111, Range 18

Salary 37,356
Benefits 11,525

48,881
One Seasonal (6 months) Clerk Typist 111, Range 8
Salary 9,761
Benefits 3,739
13,500
TRAVEL
2 trips @%$500 (includes per diem) 1,000
(attend AML Convention, MFOA meetings, etc.)
CONTRACTUAL 3,500
Communication 3,000

(toll calls, postage for mass
mail questionnaires, etc.)

Photocopy/Printing 500
SUPPLIES 400
EQUIPMENT (one-time item) 7,500
Personal Computers w/attachments 5,500
& software
Office Equipment 2,000

page —+— of i
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Introduced: 1/29/86
Referred: Community and Regional

Affairs and Finance

BY THE COMMUNITY AND REGIONAL

IN THE SENATE AFFAIRS COMMITTEE

SENATE BILL NO. 369
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to fiscal notes for legislation

affecting a municipality."”

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

*

Section 1. AS 24.08.035(a) 1is amended to read:
(a) Before a bill or resolution, except an appropriation bill,
is reported from the committee of first referral, there shall be

attached to the bill a fiscal note containing an estimate of

J ~\mount of the appropriation increase or decreaseA“WfMI [WHICHwould

6 0

result from enactment of the bill for the current fiscal year and five
succeeding fiscal years. “If enactment of the bill would require an
expenditure or appropriation by a municipalit fiscal note shall be
attached to the bill containing an estimate of the amount of the total
éxpenditure or appropriation that would be reguired®]ir>TT3v the-a,urrant-
f(scaT~y>ar~airdVhrve j$*x€ceedilifr~firs~aT~yeaTs*y*a=xi afifecrgd- munic-

fOR" IF] the bill has no fiscal impact, a statement to
that effect shall be attached. A [THE] fiscal note or statement
Nela.tinp”to a“tate” expendrtrrre-shall be prepared in <conformity with
the requirements of this section by the department or departments
affected and may be reviewed by the office of management and budget.
A fiscal note or statement relating to municipal expenditures --shall be

pregared~by the Bepartment of "Community an®i Regional\ Affairs,\ whi\:h

ay obtain \the assis ice of ar ler state Wncy 1in tke preparation
tv -M T -
of the notemr statement. The fiscal note or statement shall be

delivered to the committee requesting it within five days of the



request or within two days if the request is made after the 90th day
of a regular session, or during a special session of the legislature.
If the bill is presented by the governor for introduction 1in accor-
dance with AS 24.08.060(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 or a substitute bill proposed by a
committee of referral that changes the fiscal impact of a bill shall
be explained in a revised fiscal note or statement attached to the

bill.

<fl—L. bri)\

A L
*N_0 \~£/cz
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PROGRAMS

fcklculator
[Gjraphi cs
[Pjrint
~Loan
[1Joolkit for Datapage
(Jljther programs

Give letter of program:
Tap ENTER to return to calendar

PROGRAM SELECTION

You enter the FIGS program from the calendar program by tapping the letter
F (no need to tap ENTER)

Upon entry to FIGS, give your four digit I1.D. code, tap ENTER , then your
PASSWORD, tap ENTER.

At this point the computer will compile a list of bills that have been
assigned to you and the screen will be at the main menu as shown on the next

page. ( If no bills have been assigned to you, some other compilation of bills
will occur.)



FISCAL I MPACT GENERAL SUMMARY

BILL SPONSOR OF THE BILL COMMITTEE ASSIGNMENT STATUS OF THE BILL
SE0880 CRUCE ,DOUG Labor Floor w substi tute
SB0908 POSTHUMUS,DICK Commerce Floor w substi tute
HB4073 NASH.ERNEST State Aff. & Transpor. Floor w substi tute
HB4677 KEITH,WILLIAM Local Government Floor w amendments
HB5029 BULLARD,PERRY Econ. Dev., Trade & T. Floor w substi tute
HB5030 BULLARD,PERRY Econ. Dev., Trade & T. Floor w substi tute
HB5413 HOFFMAN,PHILIP Local Government Floor w amendments
HB5535 BULLARD,PERRY State Aff. & Transpor. Floor w amendments
HB5828 GEERLINGS,EDGAR Education & Health Floor
c=z====z=z=z=zzzzzz=z=z===z=z==z=== (CHOOSE FROM THE FOLLOWING =======z=zz=z=z=Z=z-zZz======z==z==
TaW bill cluster IEViter fiscal impacts fsViow bill not 1in cluster
1Display other columns IPIrint bill information IRefresh screen data
iMiaintenance
MAIN MENU
At the Main Menu you will have 7 choices. These appear near the bottom of the
screen. To alter the bill Cluster tap Display different Data tap[o](3 of

the 6 columns of information will he visable.), Enter fiscal Impacts tapfE-j,
Print bill Cluster tapQ” , Show bill not in cluster tap[s}, and Refresh screen
data tapm

Each of these options is explained in detail on the next pages beginning with
choice A.

While in the main menu, you can scroll through the list of bills (those in the
cluster) by using the number keys. The action of these keys is as follows:

9 key...up the list continously-FI to stop.

8 key...up the list one bill at a time.

7 key...not used.

6 key...move to the right across 6 possible data items.

5 key...allows you to specify bill number to be positioned on the screen
A key...move to the left across the 6 possible data items.

3 key...not wused.

2 key...down one bill at a time.

1 key...down the list continously, FI to stop.

At any point in this program, tapping the[Flj key will bring you back to this
main menu.



F1SCAL I MPA CT GENERAL SUMMARY

Each bill in the cluster being displayed has a code in common
with each of the categories below:

Analysts include (ABCDEFGHIJKLMNOPORSTUVWXY)
Committees are (ABCDEFGHIJKLMNO)
Dispositions are ( ABCDEF)

Statuses include (BCDEF)

Fiscal 1impacts include ( ABCDEFGH)

Choose one of the options below or if finished, just tap ENTER.

« - mom—MM_. nm- mmmmM M.pommmmm* mmm m - - - mm M low '1HL é) ;TE E UTUIUC 'II'LL'T' &&mmmim mmmmm —~ mmmmM mmmm- m mmM_ mmmmmmM - mmmmmmm mmn _mmM
r = T T T mmmm.--——- e e —cmmm—==

Jhalysts |**s|t.atus
fchmmittee [Jjiscal impact
[Dbsposi tion

ALTER BILL CLUSTER

The set of bills being shown on the screen represent only those bills which
have certain data items 1in common; i.e. they have codes for each of the 5
catagories shown above which match those you specify as being of interest to
you. In the above screen, for example, only bills with status B,C,D,E, or F (
on the Senate Floor) are in the "Cluster of bills" being displayed.

You may alter the cluster specifications of each of the 5 catagories (which
codes to include) by keying in one of 5 choices: for analysts, [c] for
Comroi ttee, © for Disposi tion,® for Status, or Ifl for Fiscal Impact. Each of
the next 5 pages shows these in detail.



FI1SCAL I M FACT G ENEZRAL S UMMARY
A WEGRYN,JIM N OLSON.GARY
3 JEFFRIES.ELLEN 0 HEINRITZI,WALT
o SCHWEITZER,CARL P MURPHY,DAVE
D CHAPKO ,BOB 0 DEROSE,CHRIS
E FERRIS,TED R DEJULITANNIE,LJERRY
F OWEN,GREG S MILLER,GEORGE
G SULLENGER.GARY T ORBAN.GEORGE
H MATTHEWS,LOIS U WALKER, JOHN
| OWEN,GREG v WALKER,ANN
J RICH,ARNOLD W WALKER,ANN
K ROSSO,NANCY X JEFFRIES.ELLEN
L STEWART,VICKI Y WEGRYN, JIM
M OLSON.GARY
The bills in your cluster include only those which have analyst assignments

that match the hi-lighted ones above.
inclusion by tapping the associated

You may add or remove analysts fronm
letter. Tap ENTER when done.

ALTER BILL CLUSTER continuation.

Each bill it with a one

letter cocie,[A].

introduced is assigned to an analyst by designating
through[Y], each letter representing an analyst.

point, some will be hi-lighted.
constitute the current selection
selection of bills being
remove analyst®s bills) by
Tapping a letter reverses
it off; 1if not hi-lighted,

Of the list of analysts displayed at this
Those hi-lighted are the analysts whose bills
of bills being displayed. You can change the
displayed. You can change the selection (add
tapping the letter corresponding to the analyst.
selection; 1if hi-lighted, tapping letter turns
tapping ENTER it on.

or
the

turns



F1rscat I MPACT GENERAL SUMMARY

eeeeeeeeeeee t -3 SERBEEEEESZSEEEEESEEEEESSZE EEEEEEESSEE ZSEEE SSEESSEESES SEEEESSS SESEE

A Administration & Rules
B Agriculture & Forestry
C Approp. & Retirement
D Commerce
E Econ. Dev., Trade & T.
F Education & Health
G Finance
| Judi ci ary
| Labor

- J Local Government
K Natural Res. & Environ.
L Sr. Citizens & Soc.Ser.
M State Aff. & Transpor.
N Joint commi ttee

The bills in your cluster include only those which have committee assignments

ALTER BILL CLUSTEk continuation.

Each bill introduced is assigned to a Senate committee by designating it
with a one letter code, A. through N.t each letter representing a Commi ttee.

0Of the list of committees displayed at this point, some will be hi-lighted.
Those hi-lighted are the committe whose bills constitute the current
selection of bills being displayed. You can change the selection of bills
being displayed (add or remove committee bills) by tapping the letter
corresponding to the committee. Tapping a letter reverses the selection; if
hi-lighted, tapping letter turns it off; if not hi-lighted, tapping ENTER turns
it on.



FISCAL I MPACT GENERAL SUMMARY

Assigned first time

Been analyzed (comments) ! d- -* mc;*
Completed analysis

Demands second look

Edited (needs comments)

Finished analysis

No disposition assigned

G)-nrnUOcn:D

Bills in your cluster include only those which have disposition assignments
that match the hi-lighted ones above. You may add or remove dispositions from
inclusion by tapping the associated letter. Tap ENTER when done.

ALTER BILL CLUSTER continuation.

Each hi 11 has a disposition code which reflects it step in the analysis
procedure. Dispositions are assigned a one letter code, A. through G., each
letter representing each step in the analysis.

0Of the list of Dispositions displayed at this point, some will be hi-
lighted. Those hi-lighted are the dispositions whose bills constitute the

current selection of bills being displayed. You can change the selection of
bills being displayed (add or remove bills) by tapping the letter corresponding
to the disposition. Tapping a letter reverses the selection; if hi-lighted,

tapping letter turns it off; if not hi-lighted, tapping ENTER turns it on.



Fl1scaAL I MPACT GENERAL SUMMARY
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Commi ttee

Floor

Floor w amendments
Floor w substitute
Floor sub. w amends.
Floor conf. report
Passed

Defeated

Pending reconsidrn.
Tabled

In the House

In conf. committee
Passed both houses
Enacted into law
Vetoed by Governor
Not introduced yet

- T O Mmoo mw >

"o =Z=rx &

The bills in your cluster include only those which have status assignments
that match the hi-lighted ones above. You may add or remove statuses fronm
inclusion by tapping the associated letter. Tap ENTER when done.

ALTER BILL CLUSTER continuation.

Each bill has a status code which reflects it"s step in the legislative
process. Status"™ are assigned a one letter code, A. through P., each letter
representing where it is in the legislative process.

Of the list of Status®™ displayed at this point, some will be hi-lighted.
Those hi-lighted are the status® whose bills constitute the current selection
of bills being displayed. You can change the selection of bills being
displayed (add or remove bills) by tapping the letter corresponding to the
status. Tapping a letter reverses the selection; if hi-lighted, tapping letter
turns it off; if not hi-lighted, tapping ENTER turns it on.



FISCAL IMPACT GENERAL SUMMARY

No fiscal impact
Expenditure it.crease
Expenditure decrease
Revenue loss

Revenue gain
Indeterminate impact
Transfer of money
Appropriations bill
Impact not determined

- T & mmo O mw >

"Frimary fiscal impact" 1is the first impact listed
of the 9 possible fiscal impacts for any bill.

The bills in your cluster include only those which have primary fiscal
impacts that match the hi-lighted ones above. You may add or remove primary
from inclusion by tapping the associated letter. Tap ENTER when done.

ALTER RILL CLUSTER continuation.

Each hill has either "no fiscal impact” or one of several "fiscal impacts"”
as the first of nine possible impacts. This impact is a sentence made of 2 or
3 pieces, the first piece being any of those shown above, with a one letter

code, A. through 1.

0f the list of fiscal impacts displayed at this point, some will be hi-
lighted. Those hi-lighted are the impacts whose bills constitute the current
selection of bills being displayed. You can change the selection of bills
being displayed (add or remo"ve bills) by tapping the letter corresponding to
the impact. Tapping a letter reverses the selection; if hi-lighted, tapping
letter turns it off; if not hi-lighted, tapping ENTER turns it on.



FI1SC AL I MPACT GENERAL SUMMARY
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You can choose 3 of the following data items to be displayed.
Key in the numbers designating your choices.

i Sponsor®s name
Analyst®s name
Committee assigned to
Disposition of bill
Status of the bill
Fiscal 1impact

o g Cw

Choices:

(HUYSL YROn e FYLIOBWING =" =o - mmmm=s mep _mo o

DISPLAY DIFFERENT DATA

The screen can only display 3 pieces of information at a time, fom 6
possible items shown above. Selecting optio n a t the main menu allows you to
put on the screen any of 3 of the 6 items. Just type in any desired 3 numbers.



FISCAL IMPACT GENERAL SUMMARY

CxS& NS=BS=—==rssEs—s—=ss:==ss=sss=s
Bill number: SBO0070 Analyst: WALKER,ANN

5tatus: Committee Disposition: Assigned first time
Connni ttee: State Aff. & Transpor. Last update: 05/04/83

| CURRENT FISCAL IMPACTS ARE:

2

3

U

3

6

0

9

Give number of impact to be changed or tap ENTER when done:

ENTER FISCAL IMPACT

The bill that was high-lighted at the main menu when you selected this
option is brought up on the screen.

After you choose a number you can build a sentence to explain the fiscal
impact. The sentence will be constructedr as you enter choices from the prompts.
If you wnat to change the sentence, tap F2 to go back a step. Each bill can
have up to nine fiscal impacts referring® to the State and/or local implications

for several fiscal years.

These impacts will print in theorder you put themwith the first impact
being the primary impact., 1i.e. the impactsthat shows up in the table of
contents of the floor sheet printout.

-10-



FI1 SCAL I MPACT GENERAL SUM MARY

Bill number: SBOO070 Analyst: WALKER,ANN
Status: Committee Disposition: Assigned first time
Committee: State Aff. & Transpor. Last update: 05/04/83

CURRENT fiscai IMPACTS ARE:

© 0O N UDWN

CONSTRUCTING IMPACT 1 Kev in the letter of your choice:

No fiscal impact

Expenditure increase

Expenditure decrease

Revenue loss Type in * to blank out impact
Revenue gain

Indeterminate impact

Transfer of money

Appropriations bill

T O Mmoo mw >

ENTER FISCAL IMPACTS continued.

The first step in building a fiscal impact 1is choosing a letter A. through
H. to begin the impact sentence. More choices are given after each selection
until the impact 1is complete. Fiscal year and dollar amounts may be given with

most impacts.

If you are not satisfied with any particular impacts, you may re-do 1it, by
tapping F2, which takes you back a step.

Wlien you have finished entering fiscal impacts, tap ENTER only!

The following page explains the next step.

-11-



F1SCAL I MPACT GENERAL SUMMARY

Bill number: SB0070 Analyst:

Status: Committee Disposition: Assigned first time

Committee: State Aff. & Transpor. Last update: 05/04/83
CURRENT FISCAL IMPACTS ARE:

INo fiscal impact/for the State in FYS6

2

3

4

5

6

7

3

9

Please enter the current disposition of this bill.
Choose by letter one of the following:

A Assigned hut no analysis done
B Been analyzed but needs comments added

C Completed in all respects

Disposi tion:

ENTER FISCAL IMPACTS continued.

Before you can exit the "fiscal impact entry" mode, you MUST settle on a

disposition for his bill. These are as follows:
A....Assigned but no analysis done (use A, if Fiscal 1impact 1is not
completed).
B....Been analysed but needs comments added (use B if comments must be
inserted).
C....Completed in all respects.
If comments need to be entered, choice B. must he selected. After comments

have been entered by the FIGS operator the disposition will be changed to a
"C".

-12-



FISCAL IMPACT GENERAL SUMMARY
BILL COMMITTEE ASSIGNMENT STATUS OF THE BILL FISCAL IMPLICATION
SB0003 State Aff. & Transpor. Committee No fiscal 1impact
SBOUO4 Sr. Citizens & Soc.Ser. Committee No fiscal impact
SB0005 Sr. Citizens & Soc.Ser. Committee No fiscal impact
SB0016 State Aff. & Transpor. Passed both houses No fiscal 1impact
SB0020 Education & Health Commi ttee Expenditure decrease
SE0024 Education & Health Passed both houses No fiscal impact
SB0034 State Aff. & Transpor. Commi ttee No fiscal impact
SB0040 State Aff. & Transpor. Commi ttee No fiscal impact
SB0041 State Aff. & Transpor. Commi ttee No fiseal impact
SB0043 Education & Health Commi ttee No fiscal impact
SB0O050 Education & Health Commi ttee Expenditure decrease
SB005" Agriculture & Forestry Passed both houses No fiscal impact
SB0056 Agriculture & Forestry Passed both houses No fiscal impact
SB0069 State Aff. & Transpor. Commi ttee No fiscal impact
SB0070 State Aff. & Transpor. Commi ttee No fiscal impact
i===«============= print BILL INFORMATION ======srssss=sasszcs=s:
[AlIl data for each bill in cluster
[summary data for each bill in cluster
_Individual bills not necessarily in cluster
PRINT BILL INFORMATION
You may get printouts in three possible ways:
Choice A. Gives you each bill in the cluster, one bill per page, with all
the information for the bills including comments.
Choice B. Cives a listing of all bills in the current cluster, one line
per bill, 6 data items for each; Sponsor, Analyst, Committee,
Disposition, Status, Fiscal Impact.
Choice C. Gives you a printout similar to Choice A. but does not use the

bill
want printed

rather you must specify each bill
information.

cluster; on which you

-13-



BILL

SB0003
SB0004
SB0005
SB0016
3B0020
SB0024
SB0034
SB0040
SB0041
SBUO043
SB0050
SB0055
SBOUS56
SB0069
SEO07U

ljfriter
LOomments

FI1SCAL |

COMMITTEE ASSIGNMENT

State Aff.
Citizens & Soc.Ser.
Citizens & Soc.Ser.
State Aff.

Sr.
Sr.

Education
Education

State Aff.
State Aff.
State Aff.

Education
Education

& Transpor.

& Transpor.
& Health
& Health
& Transpor.
& Transpor.
& Transpor.
& Health
& Health

Agriculture & Forestry
Agriculture & Forestry

State Aff.
State Aff.

bill

information
inserted

& Transpor.
& Transpor.

SJtatus update

LOloor sheets

M [E} .enter new data

M fc].

Only

Comments

.Floor Sheets

users coded either W,

inserted

Under

M [D} .Di sposi tion

MPACT

pla.
Disposition

the maintenance section,

M jS} .Status Update

M[PI.P.A. Designation

X, or Y can enter in

GENERAL

STATUS OF THE BILL
Commi ttee
Commi ttee
Commi ttee
Passed both
Commi ttee
Passed both
Commi ttee
Commi ttee
Commi ttee
Commi ttee
Commi ttee
Passed both
Passed both
Commi ttee
Commi ttee
MAINTENANCE

houses

houses

houses
houses

*

designation
entry

MAINTENANCE

-14-

M[I}.Revise Analyst

M[[L}.Legislator not

M[Sj - -

SUMMARY

FISCAL IMPLICATION
No fiscal impact
No fiscal 1impact
No fiscal impact
No fiscal 1impact

Expenditure decrease

No fiscr.l impact
No fiscal impact
No fiseal impact
No fiscal impact
No fiseal impact

Expenditure decrease

No fiscal 1impact
No fiscal impact
No fiscal impact
No fiscal impact

issc=csks=ss:

:vise analyst codes
jgislator out of office
System generation

the choices:

Codes

in Ofc.

the maintenance section.

sscsesz.:



FISCAL IMPACT GENERAL SUMMARY

Bill number: SE0866 Analyst: WEGRYN,JIM

Sponsor: FESSLER,RICHARD

Status: Passed Disposition: Assigned first time
Committee: Labor Last update: 09/20/84

———————————————————————————————————————————————— SHORT TITLE-————mm e
State agencies (old); labor; employment security commission; vremove

requirement for appointment of persons to assist claimants and
employers.

The operating costs of the MESC are funded directly by the Federal
gov"t, and are not includec in the state budget.

ENTER BILL INFORMATION

This routine is used mainly for bills just introduced, hut may be used
alter any of the following items:

When entering Bill information, the cursor will be flashing at each entry
pcsi tion.

Analyst - use letter code assigned.

SpPONSOr ——————— e R or S and 3 digit number (district /)
Committee ————--—————————————— use letter code.

Status and Disposition enter automatically.

Last Update- —————— ——-will be entered automatically

There is three lines available to enter short title.
To go back a step of entry tap [ft]-

Wlien you have completed entering all data, you will be prompted to enter
another bill. To exit this mode tap JFIJ.

-15-
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FISCAL I MPACT GENERAL SUMMARY

Bill number: SBU866 Analyst: WEGRYN,JIM

Sponsor: FESSLER,RICHARD

Status: * Disposition: Assigned first time
Committee: Labor Last update: 09/20/84

------------------------------------------------ SHORT THTLE —mmmmmmmmm e
State agencies (old); labor; employment security commission; remove

requirement for appointment of persons to assist claimants and
employers.

The operating costs of the MESC are funded directly by the Federal
gov"t, and are not included in the state budget.

ENTER IN SHORT COMMENTS FOR SB0866==== Enter Revise Save
LINE 1 [Tie operating costs of the MESC are funded directly by the FecreraT
LINE 2 |Jgov"t, and are not included in the state budget.

LINE 3 1

COMMENTS INSERTED

Short Comments (three lines or less) are entered using this routine.

1. You may choose to ENTER- REVISE- SAVE. These choices appear in the
highlighted portion of the lower screen.
a. ENTER- the cursor will move to line (1) for entry of the first
comment line. The cursor will wait for you to tap enter to

move to the (2) entry line. Tap enter to move to the (3) entry

line. You may go hack a line by using theF2 Kkey.

b. REVISE- to change spelling, 1insert new word, or delete a word,
enter the revision when the program asks for "Bad Text"

c. SAVE- at the end of each entry session with comments, you must
select SAVE to keep all comment lines youhave entered.

For comments longer than 3 lines, you must type in theword “COMMENT" on
line 1. Then proceed according to the instructions on the following page.

-16-



ENTER COMMENTS IN VISTA-WORD (more than three 1lines)

To enter comment lines 1longer than the three lines allowed in the comment
section of FIGS follow this processingprocedure.

1. Create a document in Vista-Word with the name FN<bill nuraber>
2. Display primary format to makechanges.

3. Set the margin to LM 12 and RM 81.

4. Enter the document and tap the ENTER key tocreatean embedded line
command.
5. On the first line enter the word Comment (or COMMENT) at the left margin.

(The Program searches for the word comment toinclude thetext with the
floor sheets.)

6* Text may be typed after the "Comment™ line for as many lines as necessary.

Indent paragraphs 5 spaces, without blank lines between.

If you want blank lines between paragraphs or sections of text insert a
period at the beginning of the blank line. A period will serves to allow

continuation between text.

-17-



FISCAL I MPACT GENERAL SUMMARY

Bill number: SB0866 Analyst: WEGRYN,JIM

Sponsor: FESSLER.RICHARD

Status: Passed Disposition: Assigned first time
Committee: Labor Last update: 09/20/84

———————————————————————————————————————————————— SHORT TITLE ===
State agencies (old); labor; employment security commission; remove
requirement for appointment of persons to assist claimants and
employers.

The operating costs of the MESC are funded directly by the federal
gov"t, and are not included in the state budget.

================z=z=z=z======| IstinG OF BILLS ON THE FLOOR:
Key in the day of the week and date:

FLOOR SHEETS

This routine 1is used only when the laser printer 1is unavailable and the
FIGS operator must print the floor sheets on a letter quality printer.

Enter the date to appear on the floor sheets as in the following example:
"Thursday, November 22, 1984"

Put paper (plain white) in the printer, push form button to begin printing.

The top page or "Cover Page"will be printed last. The program will prompt you

to "ready to print cover page", at this point, place standard memo paper in the
printer, (with SFA Logo in corner)

-18-
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BILL

SB0880
SBO9US
HB4073
HB4677
HB5029
HB5030
HB5413
HB5535
HB5828

Bill No.

Current

F1SCAL 1

SPONSOR OF THE BILL

CRUCE ,DOUG
POSTHUMI®S ,DICK
NASH,ERNEST
KEITH,WILLIAM
BULLARD,PERRY
BULLARD,PERRY
HOFFMAN,PHILIP
BULLARD,PERRY
GEERLINGS.EDGAR

0880
status:

STATUS UPDATE

T

1.

his

Tap

Enter

Choose the
keys move
selections than appear on

the bill number

ENTER when

lighted position.

M PACT

18CB3ECSSCeBS:3C3XsSacs F—mnr — —

Floor w substitute

and tap

the status selection you

GENERAL

COMMITTEE ASSIGNMENT

Labor

Commerce

State Aff. & Transpor.

Local Government

Econ. Dev., Trade & T.

Econ. Dev., Trade & T.

Local Government

State Aff. &« Transpor.

Education & Health
UPBATF RTATUIQ s

routine allows quick status updates of any bill.

ENTER.

-19-

the screen.

hae chosen

I ———

F

New status:C

H

letter corresponding to your status choice.
the selections up or down on
the screen.)

STATUS OF THE BILL

Floor w substitute
Floor w substitute
Floor w substi tute
Floor w amendments
Floor w substitute
Floor w substitute
Floor w amendments
Floor w amendments
Floe C

Floor conf.
Passed
Defeated

is in the center or hi-

The 8 and 6 cursor
(there are more status



DESIGNATE PUBLIC ACTS

When a bill 1is signed into law, additional information must be keyed 1in as
follows:

Enter Bill number

Give year of Public Act

Enter P.A. number

Enter "Y" if immediateeffect

Enter signed date

Enter another bill number for continuation of this mode or tap FI to
return to the Maintenance selection.

o 01> W N -
P

-20-



FISCAL IMPACT CENERAL SUMMARY

isssxsx=aa:

BILL SPONSOR OF THE BILL COMMITTEE ASSIGNMENT STATUS ®F THE BILL

SBU880 CRUCE,DOUG Labor Floor w substitute

SB0908 POSTHI"MUS, DICK Commerce Floor w substi tute

HB4073 NASH .ERNEST State Aff. & Transpor. Floor w substi tute

HB4677 KEITH,WILLIAM Local Government Floor w amendments

HB5029 BULLARD,PERRY Econ. Dev., Trade & T. Floor u substi tute

HB5030 BULLARD.PERRY Econ. Dev., Trade & T. Floor w substi tute

HB5413 HOFFMAN,PHILIP Local Government Floor w amendments

HB5535 BULLARD.PERRY State Aff. & Transpor. Floor w amendments

HB5828 CEERLINGS.EDGAR Education & Health Floor
12z2==3=2=32s3s3S===z= CHANGE DISPOSTION =======*yp=====zze=**==—=========*=%*=

bill No. SB0034 Assigned first time

Current disposition New disposition: A Assigned first time

is Assigned first tine B Been analyzed (comments)

DISPOSITION

The Disposition of a bill is the key to the smooth operation in analysis of
a bill. The Disposition shows the step or phase of analysis of the hill.

Ordinarily the analyst sets the Disposition from "A" (assigned hut not
analyzed) to "B”?or "C". This menu selection should hold only be used to
correct a bill disposition.

The Disposition steps or phases are shown on the following page.

-21-



Disposition of bills in Committee.

Disposition of bills on the floor.

Relationship of Disposition Codes:

Assigned first time

Been analyzed (comments)

Completed Analysis

Demands Second Look

Emended (needs comments)

Finished Analysis

When the bill 1is first entered into the
computer by the FIGS ooerator the
DISPOSITION is set to (A).

The Analyst selects B. after

building all fiscal impact sentences |If
comments are needed, the analyst selects
C.

The analyst finishes building fiscal
impact sentences and no comments are
needed. The DISPOSITION must be sec to C.

All "A" dispositions are changed to >DM
automatically when the bill has floor
status.

All "B"™ dispositions are changed to "E"
automatically when the bill has floor
status.

All "C" dispositions are changed to "F~”~?

automatically when the bill has floor
status.
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. FI1 SCAL IMPAC T GENERAL SUMMARY
=az. =Y s -y yyy  tmmm- - >
A 1000 WEGRYN,JIM N 1026 QLSON,GARY
I 1001 JEFFRIES,ELLEN 0 1052 HEINRITZI,WALT
C 1UU2 SCHWEITZER,CARL P 1015 MURPHY,DAVE
D 1003 CHAPKO,BOB Q 1053 DEROSE,CHRIS
E 1004 FERRIS,TED R 1017 DEJULIANNIE .JERRY
F 1020 OWEN,GREG S 1018 MILLER.GEORGE
G 1021 SULLENGER.GARY T 1019 ORBAN,GEORGE
H 1007 MATTHEWS,LOIS U 1023 WALKER JOHN
1 1020 OWEN.CREG v 1025 WALKER,ANN
J 1005 RICH,ARNOLD w 1025 WALKER,ANN
K 1010 ROSSO.NANCY X 1001 JEFFRIES.ELLEN
L 1011 STEWART,VICKI Y 1000 WEGRYN,JIM
N 1026 OLSON.GARY
Only users W, X, and Y have
access to maintenance options.
LETTER:
S===z=asSXS=zZzZzazZz=r===r=== PmmH_BF nimL1Jl LUULO —=—== - Z=Z=Z=Z==—=======
To insert new analysts or change cyrrent assignments, type in letter
and give 4 digit user code to be attached to it. When finished
tap ENTER only. You may need to run "Verify assignments" option.

REVISE ANALYSTS CODES

using the A digit analyst 1D code,
the crosswalk between

than
routine provides

Rather
FIGS. This
codes.

Revise Analyst Codes

1. The screen will show all

a single
the

the analyst codes and

letter
ID codes and FIGS

letter

Is used In

letter

assigned to that
prompted by

code. You may change any of the letter designations when
giving the letter of the code to be changed and when prompted, the new
code selected for that letter.

2. Tap Enter when the change has been made. (F2 will take you back a
step.)

3. FI will take you out of this selection mode.

In order to use the maintenance section, the user®s ID code must match

either the W, X, or Y letters designation.



FISCAL IMPACT GENERAL SUMMARY

BILL SPONSOR OF THE BILL COMMITTEE ASSIGNMENT STATUS OF THE BILL
SB0880 CRUCE ,DOUG Labor Floor w substi tute
SB0908 POSTHUMUS,DICK Commerce Floor w substi tute
HK4677 KEITH,WILLIAM Local Government Floor w amendments
HB5029 BULLARD,PERRY Econ. Dev., Trade & T. Floor w substi tute
HB5030 BULLARD,PERRY Econ. Dev., Trade & T. Floor w substi tute
HB5413 HOFFMAN,PHILIP Local Government Floor w amendments
HB5535 BULLARD,PERRY State Aff. & Transpor. Floor w amendments

—=—=—==z==z=zzzzz=z=zz=zzzzzzz=zz======== LEGISLATOR OUT OF OFFICE
Give legislator®s code: L

CHANGE LEGISLATORS REFERENCE CODES

This entry is used when a legislator leaves office and is replaced by
another. (M.J.Miller must enter the proper name to correspond with the district
code. )

When prompted give the legislators code to be changed. Tap ENTER*
The system will go through all of the bills sponsored by the legislator chosen
and change the code so it will not reflect the new legislator representing that
district.
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BILL SPONSOR OF THE BILL COMMITTEE ASSIGNMENT

SB0880 CRUCE.DOUC Labor Floor
SE0908 POSTHUMUS ,DICK Commerce Floor
HB4073 NASH,ERNEST State Aff. & Transpor. Floor
HB4677 KEITH,WILLIAM Local Government Floor
HB5029 BULLARD,PERRY Econ. Dev., Trade & T. Floor
HB5030 BULLARD,PERRY Econ. Dev., Trade & T. Floor
HB5413 HOFFMAN,PHILIP Local Government Floor
HB5535 BULLARD,PERRY State Aff. & Transpor. Floor
HB5828 GEERLINGS,EDGAR Edu® tion & Health Floor
===iz=ssksssssses==z==z=z==zz==z=zz=== MAINTENANCE =======z=====z=z=====

FISCAL IMPACT

:pair current files
;rify analyst assignments

GENERAL

[Generate

new Tiles

= = = = £ £ £ =

SUMMARY

STATUS OF THE BILL

substi tute
substi tute
substi tute
amendments
substi tute
substi tute
amendments
amendments



BILL NUMBER: H.B.4800 SPONSOR: HOOD,MORRIS
STATUS: Floor w substitute ANALYST: OLSON.GARY

COMMIT: Finance DISPOS.: Finished analysis
R R e E S e PR A G, cerpasitien

FISCAL IMPACT:

Revenue gain/for the State/in restricted revs............... in FY86..... $6,097,000
COMMENTS: House Bill 4800 proposes to institute a Hotel Occupancy Tax 1in
Wayne, Oakland and Macomb Counties. The proceeds from the tax would

be used to pay the principal and interest on the bonds sold by the
City of Detroit to finance an expansion of Cobo Hall.

The tax would be levied on hotels within the City of Detroit at a
rate of 6Z of the room cost at hotels with over 160 rooms and at a 3%
rate on hotels which have between 80 and 160 rooms. In Oaklan
Macomb and the remainder of Wayne County the tax rate will be(tz
hotels with more then 160 rooms and 1.5% on hotels with 80 to 160
rooms. The total revenue generated from the tax will equal $6,097,000
in FY 1985-86.

6th Floor Billie S. Fsrnum Building Phone (517) 373-2767
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DATE:

TO

FROM:

RE

v

SENATE FISCAL AGENCY
MEMORANDUM

January 4, 1985
Ted Ferris

Ellen Jeffries”® *
Chair, Fiscal Notes Task Force

Fiscal Notes Task Force Recommendations

The Fiscal Notes Task Force met formally and at length, four times during
October and November and atnumerous other times on an ad hoc basis.The
Task Force members, Lynda Davis, Jerry DeJduliannie, Chris DeRose, Gary
Olson, Gary Sullenger, Ann Walker, and Jim Wegryn, performed in an
exemplary manner and contributed many innovative and thought-provoking
ideas. Special thanks should be attributed to Jim and Ann for devising the
new program and developing a new users”™ manual. The following
recommendations are the result of our many Task Force discussions:

1. Rewrite the FIGS program to allow specific, more detailed fiscal
impact information.

2. Eliminate the separate, long-form fiscal note.

3. Expand the comment section to allow additional comments or
inclusion of entire fiscal note, should one be necessary.

4. Purchase 8400 terminal for fiscal notes coordinator to allow
simultaneous access to data and word processing.

5. Require fiscal note coordinator to enter bill number, status,
sponsor, analyst, short title, and comments (as 1is the current
practice); each analyst would key in fiscal impact data on her/his
own Datapoint terminal. (See Draft Manual for exact procedure.)

6. Display bill status daily on each analyst®s terminal to e".able
analysts to quickly determine which of their bills are on the
Senate calendar.

7. Retain complete paper rail for each bill, including various
analyses (SFA, HFA, SAS, etc.), in the file folder. At end of
session, compile notebooks containing all SFA analyses and a
complete print-out of final statuses for all bills.

8. Formalize Committee Clerk notification process to ensure timely
transmittal of Committee agendas, amendments, and substitutes to

SFA fiscal notes coordinator.

9. Conduct a training session on the new fiscal note program including
suggestions regarding "quality control".

6th Floor - Billie S. Farnum Building - Phone (517) 373-2767



A Draft Manual and sample pink sheets are at *ched which

illustrate the
foregoing recommendations. IT you would like any further

clarification
please feel free to contact me - the entire Task Force awaits your
response.

attachments

cc: Task Force Members
Bob Chapko

psh/EJ_mFISREC



FISCAL NOTE PREPARATION

Be as brief and to the point, as possible.

"Purpose of the Bill" statement should be in a form substantially as
follows:

a) Amendatory bill:

"To amend M.C.L. of the Act. Specifically, to

b) A bill proposing a new law:
"To establish

Specifically, to

"Problem Statement™ 1is optional and may be unaddressed if it places analyst
in a compromising position. If completed, problem statement should be
brief and neither encourage or discourage passage of the bill. Remember,
it is Senate Analysis Section®"s responsibility to more deeply research the
rationale for the programmatic implications of proposed legislation.

If a fiscal note gets lengthy (more than two pages) include a summary
paragraph at the front of the "fiscal impact" section. Do not hesitate to

construct a table.

Utilize a range for an estimate if necessary to provide any fiscal
information. Indicates degree of confidence with which range estimate Is
made. For instance, one might state that:

"Based upon census data from 1977, updated for consumer price changes,
it is reasonable to assume that the levy of a 4% sales tax on soda pop
and other carbonated beverages would yield $10-20 million."™

Consult other analysts as necessary, and especially when a bill (such as
H.B. 4802) transcends organizational lines. Work cooperatively together
with the assigned analyst serving as the lead analyst.

Remember, above all, that our fiscal notes are to be as accurate and
unbiased as possible. If somebody has a better estimate, based upon a
better methodology, ue will look at it, and perhaps use 1it. Outside
lobbying and pressuring of analysts to slant a fiscal note will not be
tolerated and should be brought to the Unit Chief and/or Director”'s
attention.



Alaska if>tate legislature

Senate

ini/DeVries. Chairman

Members”®
Senator Ferguson. Vice Chairman
Senalor Coghill
Senator Sturgulewski
Senator V. Fischer

Committee on

Official Business Juneau. Alaska 99811

Community an& Regional Affairs

Senator DeVries
Re: Today"s meeting:

Senator Ferguson 1is out of town

Senator Sturgulewski will be available via
teleconference line from Anchorage

Senator Vic Fischer®"s office was notified
of teleconference hook-up should he desire
to participate from Anchorage

The Dept of CARA position paper for SB 369 -- Fiscal notes
for legislation affecting municipalities -- attaches
a Tiscal note of $500,000, which includes 8 new
positions and $100,000 for equipment

(1 advised Melissa of this fact--position paper
given to me over Qlunch hour today--and she was
going to try to notify Sen Sturgulewski prior

to the meeting ---- however, in case Senator
Sturgulewski doesn®"t get the word ahead of
the meeting --- you might advise her --—-

especially since 1it"s her bill. )

THE OTHER SHOE HAS DROPPED .. (See attached)



glasfea H>tate "Legislature

Senate

Committee on
Community anti Regional Affairs

Official Business

February 13, 1986

Senate C&RA Corrmittee Meeting

Senator Edna DeVries. Chairman

Members:
Senator Ferguson. Vice Chairman
Senator Coghill
Senator Sturgulewski
Senator V Fischer

Pouch V
Juneau. Alaska 9981t

SB 369 -- An Act relating to Tfiscal notes for legislation

affgeting a municipality.

Position paper fTrom Dept of C&RA -- Department does not
support the bill; and attaches a fiscal note of $500,000

which includes 8 new positions.

Fairbanks North Star Borough supports the bill.

SB 376 -- An Act making appropriations to the Dept of
Community and Regional Affairs to reimburse
municipalities under certain programs, efd.

Position paper from Dept of C&RA -- Department supports the

bill; and attaches a fiscal note of zero.

Fairbanks North Star Borough supports the bill.



Alaska State Legislature

Senate

Official Business Pouch v

State Capitol
Juneau, Alaska 99811

Feb 13, 1986

Received telephone call from Linda Anderson, representing
the North Star Borough at 2:35p today, Feb 13. Ms. Anderson
advised that the North Star Borough supports both SB 369

and SB 376. Representative unable to attend hearing

due to dental appointment for child.
yma/2/13/86

cc: Linda Anderson



BILL SHEFFIELD, GOVERNOR

DEPT. OF COMMUNITY A REGIONAL AFFAIRS 1 POUCHB
JUNEAU, ALASKA 99811
PHONE: (997) 465-4700

OFFICE OF THE COMMISSIONER
[ 949 E. 36TH AVENUE, SUITE 400

ANCHORAGE, ALASKA 99508
February 12, 1986 PHONE: (907) 563-1073

POSITION PAPER
RE: Senate Bill 369
SPONSOR: Senate Community and Regional Affairs Committee
Program Effects of Bill
See below.
Comments:

The Department strongly supports the concept of providing
municipalities with information on potential fiscal 1impacts at
the 1local level. We do not believe, however, Senate Bill 369
provides the most effective vehicle for accomplishing that goal.

As we read Senate Bill 369, the Department would be required to
carefully review virtually every bill introduced each
legislative session to ascertain whether there might oe fiscal
impacts to municipalities, in the event those bills would be
adopted. It would not be feasiole for the Department to employ
personnel who would be expert in the technical matters managed
daily by the fifteen departments of State government.
Therefore, in estimating these fiscal impacts, the Department
would have to consult at lengtn witn many other State agencies,
as well as individual municipalities.

At the present time, 887 bills have oeen introduced, with more

being 1introduced each week. Clearly, the task of reviewing
those bills and making substantive decisions 1in regard to their
impacts on municipal governments would be enormous. In

addition, there 1is the question of whether tne State of Alaska
might assume some Jlegal liability for the accuracy of these
fiscal notes snould tne bill become law. These things
considered, we believe a number of nigher 1level professionals,
along with support staff, snould be hired to do this work.
Certainly we are concerned with this potential expansion of
State government considering tne current decline in State
revenues. Additionally we are concerned that even higher level
professionals might not oe able to produce reliable and
defensible fiscal estimates on impacts not related to their own
fields of expertise.

21-P1LH



Senate Bill 369
February 2, 1986
Page 2

We believe it would oe more appropriate for municipalities to
work with an organization sucn as the Alaska Municipal League
in estimating fiscal 1impacts which might result from State

legislation. Individual municipalities, in most cases, would
be able to estimate those 1impacts more accurately oecause of
their greater familiarity with their own communities. Their

concerns could then be conveyed to tne Legislature through
their spokesperson in Juneau.

Given the difficulties produced oy current Jlanguage in tne
bill, and considering the level of the Tfiscal note for Iits
operation, we cannot support .11 369.



STATE OF ALASKA 1986 LEGISLATIVE SESSION
FISCAL NOTE

- 2/12/86
Revision Date:
REQUEST FISCAL DETAIL
Bill/Resolution No. : SB 369 Agency Afw,..H ContnunH-y & Regional Affairs
Title : An Act relating to fiscal notes BRU -
for legislation affecting a municipality
Sponsor: Senate C&RA Coimuttee Components :
Requestor: Senate CSRA Conmittee
Date of Request:
EXPENDITURES/REVENUES : (Thousands of Dollars)

OPERATING FY 86 FY 87 FY 88 FY 89 FY90 FY 91
PERSONAL SERVICES 320.0 336.0 352.8 370.4 388.9
TRAVEL 10.0 10.5 11.0 11.5 12.1
CONTRACTUAL 50.0 52.5 55.1 57.8 60.7
SUPPLIES 9n n 21 .0 22.0. 23.1 24.3
EQUIPMENT 100.0 10.0 10.5 11.0 11.5
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 500.0 430.0 451.4 473.8 497.5

CAPITAL ]

REVENUE
FUNDING : (Thousands of Dollars)

GENERALFUND 500.0 430.0 451 .4 473,8 497.5
FEDERAL FUNDS

OTHER

TOTAL 500.0 "430.0 451.4 473.8 497.5
POSITIONS

FULL-TIME 8 8 8 8 8
PART-TLME -

TEMPORARY !

ANALYSIS :  Attach a separate page if necessary

Prepared by Michael W. Worley, State Assessor Phone ‘4137 L
D|V|S|On MUﬂiCipal istance n,... -y rzm

Approved by Commissionerj Date:

Agency: Community &

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) page. of 10/25/85



SB 369

An act relacing to fiscal notes

For legislation affecting a municipality

Positions The estimated costs are as follows:

3 Positions Salary Range 18 149,000
2 Positions Salary Range 16 84,600
1 Position Salary Range 13 34,400
2 Positions Clerk Typist Il 52,000

Additional costs would include travel, contractual, Supplies and
Equipment (word processing, computer equipment and other general
office equipment). Included in contractual would be lease of office
space. Under equipment would be a one time expense for office
fixtures.
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MICHIGAN’S
TAX-EXPENDITURE LIMIT

Issues for Implementation

[A Section-by-Section Analysis]

Prepared by:

SENATE FISCAL AGENCY
SENATE OFFICE BUILDING
FEBRUARY, 1979



LANSIMf~AsarniGAN

SENATE FISCAL AGENCY

February 28, 1979

Members of the Michigan Legislature:

On November 7, 1978, ballot proposal E was approved by a 52% to 48%
plurality of those voting on the issue. Proposal E amended the State
Constitution of 1963 by adding Sections 25, 26, 27, 28, 29, 30, 31, 32,
33 and 34 to Article IX and amending Section 6 of Article IX. These
Sections collectively establish tax and expenditure limitations on state
and local government in Michigan.

Although the amendment became effective on December 22-, 1978, legislation
will be required for its full implementation.

To that end we have prepared this report, with the intent that it might
assist you in discharging your duties as required by Section 34 of
Article IX.

The format of this report should lend itself to readability. It contains
a section-by-section analysis. Each section is broken into three (3)
parts: (1) the Constitutional language (all new language capitalized);
(2) the apparent purpose of the section; and (3) a summary of key im—
plementation issues surrounding that section. An appendix section at

the back of the report contains certain detailed information referenced
throughout the report. It also contains a copy of the "Drafters®™ Notes"
on the "Tax Limitation Amendment"”, which provides an explanation of the
drafters™ intent in the formulation of the amendment.

If you have questions regarding this report, contact myself or Ted
Ferris at 373-2767. We look forward to assisting you in this endeavor.

Director

EBF/jnk
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SEC. 25. PROPERTY TAXES AND OTHER LOCAL TAXES AND STATE TAXATION AND
SPENDING MAY NOT BE INCREASED ABOVE THE LIMITATIONS SPECIFIED HEREIN
WITHOUT DIRECT VOTER APPROVAL. THE STATE 1S PROHIBITED FROM REQUIRING
ANY NEW OR EXPANDED ACTIVITIES BY LOCAL GOVERNMENTS WITHOUT FULL STATE
FINANCING, FROM REDUCING THE PROPORTION OF STATE SPENDING IN THE FORM
OF AID TO LOCAL GOVERNMENTS, OR FROM SHIFTING THE TAX BURDEN TO LOCAL
GOVERNMENT. A PROVISION FOR EMERGENCY CONDITIONS IS ESTABLISHED AND
THE REPAYMENT OF VOTER APPROVED BONDED INDEBTEDNESS IS GUARANTEED.
IMPLEMENTATION OF THIS SECTION .S SPECIFIED IN SECTIONS 26 THROUGH 34,
INCLUSIVE, OF THIS ARTICLE.

Purpose: This section briefly outlines the purpose of the constitutional
amendment as specified in Sections 26 through 34. .1t states
that total Michigan taxation and spending cannot be increased
without direct voter approval; the state cannot require
local governments to expand current programs or to establish new
programs without full state financing; and the state is prohibited
from reducing the proportion of its spending in the form of aid

to local governments or from shifting the tax burden to local governments.

Implementation lIssues:

Section 25 is a general statement of intent relating to sections
26 through 33. It requires no implementation in and of itself
other than the implementation of the subsequent sections of the

amendment.



SEC-. 26. THERE IS HEREBY"ESTABLISHED A LIMIT ON THE TOTAL AMOUNT OF

TAXES WHICH MAY BE IMPOSED BY THE LEGISLATURE IN ANY FISCAL YEAR ON THE
TAXPAYERS OF THIS STATE. THIS LIMIT SHALL NOT BE CHANGED WITHOUT

APPROVAL OF THE MAJORITY OF THE QUALIFIED ELECTORS VOTING THEREON, AS
PROVIDED FOR IN ARTICLE 12 OF THE CONSTITUTION. EFFECTIVE WITH FISCAL

YEAR 1979-1980, AND FOR EACH FISCAL YEAR THEREAFTER, THE LEGISLATURE SHALL
NOT IMPOSE TAXES OF ANY KIND WHICH, TOGETHER WITH ALL OTHER REVENUES OF

THE STATE, FEDERAL AID EXCLUDED, EXCEED THE REVENUE LIMIT ESTABLISHED 1IN
THIS SECTION. THE REVENUE LIMIT SHALL BE EQUAL TO THE PRODUCT OF THE RATIO
OF TOTAL STATE REVENUES IN FISCAL YEAR 1978-1979 DIVIDED BY THE PERSONAL
INCOME OF MICHIGAN IN CALENDAR YEAR 1977 MULTIPLIED BY THE PERSONAL

INCOME OF MICHIGAN IN EITHER THE PRIOR CALENDAR YEAR OR THE AVERAGE OF
PERSONAL INCOME OF MICHIGAN IN THE PREVIOUS THREE CALENDAR YEARS, WHICHEVER
IS GREATER.

FOR ANY FISCAL YEAR IN THE EVENT THAT TOTAL STATE REVENUES EXCEED THE
REVENUE LIMIT ESTABLISHED IN THIS SECTION BY IX OR MORE, THE EXCESS.
REVENUES SHALL BE REFUNDED PRO RATA BASED ON THE LIABILITY REPORTED ON
THE MICHIGAN INCOME TAX AND SINGLE BUSINESS TAX (OR ITS SUCCESSOR TAX OR
TAXES) ANNUAL RETURNS FILED FOLLOWING THE CLOSE OF SUCH FISCAL YEAR. IF
THE EXCESS IS LESS THAN 1Z, THIS EXCESS MAY BE TRANSFERRED TO THE STATE
BUDGET STABILIZATION FUND.

THE REVENUE LIMITATION ESTABLISHED IN THIS SECTION SHALL NOT APPLY TO
TAXES IMPOSED FCR THE PAYMENT OF PRINCIPAL AND INTEREST ON BONDS,

APPROVED BY THE VOTERS AND AUTHORIZED UNDER SECTION 15 OF THIS ARTICLE,
AND LOANS TO SCHOOL DISTRICTS AUTHORIZED UNDER SECTION 16 OF THIS ARTICLE.

IF RESPONSIBILITY FOR FUNDING A PROGRAM OR PROGRAMS IS TRANSFERRED FROM
ONE LEVEL OF GOVERNMENT TO ANOTHER, AS A CONSEQUENCE OF CONSTITUTIONAL
AMENDMENT, THE STATE REVENUE AND SPENDING LIMITS MAY BE ADJUSTED TO
ACCOMMODATE SUCH CHANGE, PROVIDED THAT THE TOTAL REVENUE AUTHORIZED FOR
COLLECTION BY BOTH STATE AND LOCAL GOVERNMENTS DOES NOT EXCEED THAT
AMOUNT WHICH WOULD HAVE BEEN AUTHORIZED WITHOUT SUCH CHANGE.

Paragraph 1 of Section 26

Purpose: Establishes the formula for setting a limit on state revenues.
The formula is:

Tax Limit » T_.L.R.*(X) Personal Income**

Where:

*T.L.R. = Tax Limit Ratio = State Revenues in 1978-79
Michigan Personal Income in 1977

**personal income = Personal 1income of calendar year
prior to fiscal year under con—
sideration or the average of the
previous three calendar years, whichever

is greater.



“State revenues™ consists of all general; fund and special
fund revenue less federal aid, as defined in the Budget

Message of the Governor for fiscal year 1978-79.

Appendix A (page 29) shows how the TLR is calculated using
our estimate of FY 1978-79 state revenues. We are currently
estimating that the tax limit for a given fiscal year will
be equal to the product of 9.92% (TLR) multiplied times Michi

gan personal income (MPI) of the prior calendar year.

Appendix A also indicates that based upon our preliminary
estimates of 1978 MPI and 1979-80 revenue, our current
estimate of .979-80 state revenues is at a level $400 million

below the maximum allowed by this section (9.92% of 1978 MPI)

Implementation Issues:

€9

A major issue associated with this paragraph is the
implication of not collecting, either in full or in pact,
the planned increase in transportation revenues resulting
from the recently eracted 2 cent increase in the gas tax
and the approximate 30% to 40% increase in license fees.

To the extent that these taxes are not collected in 1978-79,
the revenue limit will be tightened. If not collected in

full (roughly $150 million), the TLR would be decreased by

approximately 1/4 of 1%.



(2) Can the limits on taxes and expenditures automatically
be adjusted to reflect a redefinition of personal income?
Personal income, as used in this section, is defined
in Section 33 as that "officially reported by the
United States Department of Commerce or its successor
agency." This definition relies on the definition
used by the federal government which is subject to
revision. A small change in the definition of personal
income could substantially alter the amount of revenue
the state could collect under the terms of this section.
More importantly, there is the question of how to
deal with a downward revision in the estimates of
personal income when announced by the U.S. Department
of Commerce. For instance, the figures for MPI.
for the past several years were recently revised down—
ward by over 3 percent (over & billion in 1976). |If
this section had been in effect, our revenue
limit would suddenly be $200 millior tighter:, due, to a
technical change In Washington, D.C. rather than an

economic change 1in Michigan.

(3) A procedure must be established for determining and
publishing the ratio or amount. A decision will have to
be made as to where to "round-off" to (e.g. 10%, 9.9%,

9.92%, 9.923%, 9.9232% etc.)



Purpose:

Paragraph 2 of Section 26

Establishes a procedure by which excess revenues are rebated

when they exceed the aforementioned revenue limit by 1% or

more; the excess shall be refunded on a pro rata basis according
to personal income tax and single business tax liabilities.

The rebate would take place on the annual returns filed following
the close of the fiscal year in which the excess occurred. If
the excess revenues are less than 1% of the revenue limit, the excess
may be transferred to the state budget and economic stabilization
fund (P.A. 76 of 1977). As alternatives, an excess of less than
1% may be rebated (in a manner determined by law), or the excess
may be carried forvard as surplus and added to the expenditure

limit in. the following year (see Sec. 28).

Implementation Issues:

€y

)

®3)

l)
What 1is "the liability” of Michigan taxpayers

and is liability determined before or after creditf
(see Appendix B - page 30).

Can dedicated revenues be rebated according to
personal income tax and single business tax
liabilities? (e.g. Game and Fish Fund, Transportation
Fund, other Special Funds)

Can, and should taxpayers who do not pay

income taxes or single business taxes be allowed

a rebate?



By limiting the refund to taxpayers with an income

tax liability or a single business tax liability

the proposal fails to recognize those individuals

(mainly senior citizens and the poor) who do not pay

an income tax, but do pay liquor, cigarette, sales,

use, gasoline, and other taxes, as well as fees and other
non-tax payments such as the purchase of lottery tickets,

equally subject to the limit.

(4) Should the budget and economic stabilization
fund act (P.A. 76 of 1977) be amended to allow for
a reduction in the required formula transfer to
the stabilization fund to the extent that a revenue

excess of less than 1Z is deposited in the fund?

Paragraph 3 of Section 7?6

Purpose: Excludes from the revenue limit established in paragraph 1, the
taxes imposed for the payment of principle and interest on gene
obligation bonds of the State, which have been approved by the
voters in a statewide election under section 15 of Article IX.
Examples of these bonds include the Vietnam Veterans® Bonus Bond*;
Water Pollution Control Bonds and Public Recreation Bonds. Also
excluded from the limit are taxes imposed for the payment of
principle and interest on School Loan Bonds authorized under sectii;
16 of Article IX (See Appendix C for full detail on these bonds
page 31, also, see Appendix A for ho™ this exclusion affects the

revenue limit calculation).



Paragraph 4 of Section 26 *t e

Purpose: Allows the state revenue limit to be adjusted when the responsibility
for funding a program or programs 1is transferred from one levelof
government to another as a result of an amendment to the State
Constitution. The revenue and spending limits may only be adjusted,

however, to the extent that the revenue authorized for collection
at both levels of government does not exceed that collected

previously.

This 1is one of three ways provided within the
amendment in which the state revenue limit of section
26 may be exceeded. The other two methods include
.\rect voter approval and the emergency procedures
for the Governor and the Legislature as specified

in section 27.



SEC. 27. THE REVENUE LIMIT OF SECTION 26 OF THIS ARTICI-F. HAY BE EXCEEDED
ONLY IF ALL OF THE FOLLOWING CONDITIONS ARE MET: (1) THE GOVERNOR REQUESTS
THE LEGISLATURE TO DECLARE AN EMERGENCY; (2) THE REQUEST IS SPECIFIC AS *
TO THE NATURE OF THE EMERGENCY, THE DOLLAR AMOUNT OF THE EMERGENCY, AND THE
METHOD BY WHICH THE EMERGENCY WILL BE FUNDED; AND (3) THE LEGISLATURE
THEREAFTER DECLARES AN EMERGENCY IN ACCORDANCE WITH THE SPECIFICS OF THE
GOVERNOR ™S REQUEST BY A TWO-THIRDS VOTE OF THE MEMBERS ELECTED TO AND
SERVING IN EACH HOUSE. THE EMERGENCY MUST BE DECLARED IN ACCORDANCE WITH
THIS SECTION PRIOR TO INCURRING ANY OF THE EXPENSES WHICH CONSTITUTE THE
EMERGENCY REQUEST. THE REVENUE LIMIT MAY BE EXCEEDED ONLY DURING THE FISCAL
YEAR FOR WHICH THE EMERGENCY IS DECLARED. IN NO EVENT SHALL ANY PART

OF THE AMOUNT REPRESENTING A REFUND UNDER SECTION 26 OF THIS ARTICLE BE

THE SUBJECT OF AN EMERGENCY REQUEST.

Purpose: Establishes emergency procedures for exceeding the

revenue limit of Section 26. They are:

- That the Governor requests the Legislagure to declare
an emergency.

- The request is specific as to the nature of the emergency,
the dollar amount of the emergency and the method by
which the emergency will be funded.

- The Legislature thereafter declares an emergency in
accordance with the specifics of the Governor®s request
by a 2/3 vote of the members elected to and serving
in each house. The revenue limit may only be
exceeded In the fiscal year for which the:emergency
is declared. Furthermore, section 27 disallows any
part of the rebate required under section 26 to be

parr of an emergency request.

pm



Implementation Issues:

1

&)

What statutes should be developed to implement

the emergency procedures of Section 27?

It is important to establish procedures which are acceptable
to the Legislature in that the section is heavily weighted
in favor of the Executive. The Governor is responsible

for declaring an emergency, outlining the nature of an
emergency, the method by which the emergency will be funded,
and where the dollars will go.

The requirement that emergency procedures be approved

prior to the expenditure of emergency dollars ignores

the fact that the problem is often unrecognizable until

well into the fiscal year.



SEC. 28. NO EXPENSES OF STATE GOVERNMENT SHALL BE INCURRED IN ANY FISCAL
YEAR WHICH EXCEED THE SUM OF THE REVENUE LIMIT ESTABLISHED IN SECTIONS

26 AND 27 OF THIS ARTICLE PLUS FEDERAL AID AND ANY SURPLUS FROM A
PREVIOUS FISCAL YEAR.

Purpose: Establishes an expenditure limit which is equal to the revenue
limit established in sections 26 and 27, plus federal i1 i and

any surplus from a prior fiscal year.

Implementation Issues:

(1) Where are withdrawals from the budget and economic

stablization fund to be found in the expenditure limit?

It is generally assumed that surplus, as used in Section 28,
will be defined to include any withdrawals from the
stablization fund according to the formulas described
in P.A. 76.

(2) Where are the general obligation bond debt
service requirements to be found in the expenditure
limit?
The taxes necessary to support this debt service are
excluded from revenues subject to the limit in all
future years, but were included in 1978-79 state
revenues in determining the tax limitation ratio.
To be consistent, an argument can be made that these
taxes should be added to the revenue limit as well in

order to arrive at an overall expenditure limit.



"SEC. 29. THE STATE IS HEREBY PROHIBITED FROM REDUCING: THE STATE

FINANCED PROPORTION OF THE NECESSARY COSTS OF ANY EXISTING ACTIVITY

OR SERVICE REQUIRED OF UNITS OF LOCAL GOVERNMENT BY STATE LAW. A

NEW ACTIVITY OR SERVICE OR AN INCREASE IN THE LEVEL OF ANY ACTIVITY

OR SERVICE BEYOND THAT REQUIRED BY EXISTING LAW SHALL NOT BE REQUIRED

BY THE LEGISLATURE OR ANY STATE AGENCY OF UNITS OF LOCAL GOVERNMENT,
UNLESS A STATE APPROPRIATION IS MADE AND DISBURSED TO PAY THE UNIT OF
LOCAL GOVERNMENT FOR ANY NECESSARY INCREASED COSTS. THE PROVISION

OF THIS SECTION SHALL NOT APPLY TO COSTS INCURRED PURSUANT TO ARTICLE VI,

SECTION 18.

Purpose: This is the "State Mandates””section which requires
the state to maintain or ascribe to certain principles and practices,
with respect to state/local fiscal relations. There appear to be
three provisions within section 29:
- The state is prohibited from reducing the state-financed
proportion of- the necessary cost of any existing
activity or service required of unit- of local
government by state law.
- A new activity or service, or an increase in the level
of. any activity or_service beyond that required by
existing law, shall not be required by the Legislature
or any state agency of units of local government unless
a state appropriation is made and disbursed to pay
the unit of local government for any necessary
increased costs.
- The provisions of this section, as outlined above

shall not apply to any costs incurred pursuant to Article

-11-



VI, section 18. This section of the Constitution
addresses the salaries of judges of the Supreme Court,
the Appeals Court, the Circuit Court and the Probate
Court. It has the effect of exempting a state-mandated
increase in the salaries of these judges or a mandated
increase in the number of judges from either of the

aforementioned state financial requirements.

Implementation Issues:

(1) What public acts are subject to the mandate
requirements of section 29?
The effective date of this amendment was 45 days after
its ratification, or December 22, 1978. Using this as
the cut-off date, the state would be required to
appropriate money to pay for any state mandates
associated with any state law or promulgation of rules
relating to state law that were enacted after December 22,
1978. Another alternative would be to require the
reimbursement for any mandate which is effective after
December 22, 1978, irrespective of the date of enactment
of the legislation establishing the mandate. The fiscal
implications here are enormous, because there are many
existing statutes that require activities and services
of local units of government that were passed prior to

December 22. Examples include the revision of the

-12-



public health code, the school hot lunch/breakfast progranm,
rules relating to occupational safety and health, water
pollution/air pollution quality cr.itrol, and corrections

and the incarceration of inmri”es.

(2) How do administrative rules relate to Section 29?

3

It appears that the reference in line 2 of section 29
to "state agency" specifically relates to the
promulgation of rules. However, there is a conspicuous
absence of the reference to state agency in line 1,
which establishes the requirement that the state
maintain the state-financed proportion of any local
activity or service. Also, there is the consideration

of whether or not the judicial system should be considered

a "state agency" for the purposes of Section 29.

There are many terms within section 29 which may need
defining. These include:

"State-Financed Proportion"

"Necessary Costs"

"Activity or Service"

"State Law™

"New"

"Level™

"State Agency"”

"Necessary Increased Costs"

"Existing Law"

-13-

cfnd



Examples of problems that might be encountered with respect to these

terms or phrases that need defining include the following: "State Financed

Proportion"™ might be defined to exclude federal aid so that the state

is not placed in the position of having to maintain financial effort

previously provided by the federal government should that financing be.

discontinued; "Necessary Cost" will need a definition and perhaps it shoul

be the average or prevailing cost in a region or the state; "Activity

or Service" might be defined to require increased production at the

local level; "State Law" might include administrative rule; "New"
and "Level"™ are subjective terms which will need defining; "Necessary
Increased Costs"™ will need defining, because local units most certainly
will claim that all costs are "necessary",

(4) Problems may arise in this section due to the fact that the
expansion of existing services and some new programs are often
mandated by the federal government. When this occurs, as it
recently did with the increased coverage of unemployment compensation,
is the State required to fully fund the expanded service? Does the
local unit of government have a responsibility to assume a share of
the cost? Regardless of who is responsible, where is the money
supposed to come from, given that the state is operating under a
revenue limit?

(5) For the sake of efficiency a decision might be made to
disallow any payment of less than a specified amount. A floor
(minimum required payment) might be placed under both the total

reimbursement cost and the individual local unit payment.

-14-



SEC.  30.

THE PROPORTION OF TOTAL STATE SPENDING PAID TO ALL UNITS*Of LOCAL

GOVERNMENT, TAKEN AS A GROUP, SHAL1 NOT BE REDUCED BELOW THAT PROPORTION IN
EFFECT IN FISCAL YEAR 1978-79.

Purpose;

This section appears to require the state to maintain its current
(fiscal year 1978-79) percentage of state aid to local governments

as the minimum percentage for future budget years. The requirement
that state aid to all local government units, taken as a group, shall
not be reduced below the proportion in effect in fiscal year 1978-79,
does not prevent the state from shifting aid between local units.
Furthermore, this requirement would, in effect, discourage the state
from assuming the funding for programs currently provided locally,

such as the takeover by the state of local general assistance two years

ago ($60 million).

Nevertheless, section 30 is clearly a corollary of Section 29,
that is intended to preempt the state from circumventing the
state tax limit by a reduction in the share of the budget
accruing.to loral units of government. It appears that some
35% to 41% of the 1978-79 budget consists of payments to local
units of government, depending upon how this section is imple—

mented and how federal funds are handled (see Appendix D - page 32).

Implementation Issues:

@

Although the section references "total state spending”™ it would

not be desirable to define it as such. If so defined, the state would

-15



(2)

€))

he placed in the position of having to take over support for programs,

previously supported with federal dollars when funding is withdrawn;

or the state would have to share with local units of government any
additional federal dollars received. The means for resolving this
dilemma is to define total state spending in a manner consistent
with the definition of state revenue, as used in Section 26, which
excludes federal funds. Appendix D outlines the share of the total
state budget represented by payments to locals, with and without
federal funds included.

In conjunction with the requirement in section 29 that

the state fully fund a service required of local units, this
section may tempt the state to begin making categorical grants to
"local governments of state-local revenue sharing monies, which

are currently unrestricted. This earmarking of current state aid
for specific new programs at the local level could apply

pressure on local units to cover the cost of programs, previously
paid from unrestricted revenue sharing grants.

"The proportion", as used in Section 30, connotes that it has

to be a fraction or ratio of which there are two parts, a numerator

and a denominator. Section 30 as stated may only provide one part

®4

of the fraction. If you imply that the denominator is the total state

spending and the numerator is the total state spending paid to all
units of local government, taken as a group, you are implying or
using words which are not stated in Section 30. If this 1is
improper, then perhaps the only way that you can interpret

Sect- m 30 is that you end up not with a proportion, but with a

-16 -



dollar amount which would equal total state spending paid to all
units of local government, taken as a group, for fiscal year
1978-79.
Another possible interpretation of the use of the word "proportion"
is that the denominator would equal total state spending paid to
all units of local government, taken as a group, and the numerator
would be state payments to a particular local unit of
government.

(4) All state payments to local units of .government must be defined
and identified. Our preliminary analysis indicates that there
are many '"gray areas" where a payment may or may not actually be
made to a specific unit of local government.

(5) A procedure must be established for determining and publishing
the ratio or amount. If a ratio is calculated, a decision will have
to be made as to where to "round-off”” to (e.g. 40%, 39.6%, 39.56%,

39.563%, 39.5628%, etc).

-17-



SEC. 31. UNITS OF LOCAL GOVERNMENT ARE HEREBY PROHIBITED FROM LEVYING ANY TAX
NOT AUTHORIZED BY LAW OR CHARTER WHEN THIS SECTION IS RATIFIED OR FROM INCREAS
THE RATE OF AN EXISTING TAX ABOVE THAT RATE AUTHORIZED BY LAW OR CHARTER WHEN
THIS SECTION IS RATIFIED, WITHOUT THE APPROVAL OF A MAJORITY OF THE QUALIFIED
ELECTORS OF THAT UNIT OF LOCAL GOVERNMENT VOTING THEREON. IF THE DEFINITION
OF THE BASE OF AN EXISTING TAX 1S BROADENED. THE MAXIMUM AUTHORIZED RATE OF
TAXATION ON THE NEW BASE IN EACH UNIT OF LOCAL GOVERNMENT SHALL BE REDUCED TO
YIELD THE SAME ESTIMATED GROSS REVENUE AS ON THE PRIOR BASE. IF THE ASSESSED.
VALUATION OF PROPERTY AS FINALLY EQUALIZED, EXCLUDING THE VALUE OF NEW
CONSTRUCTION AND IMPROVEMENTS, INCREASES BY A LARGER PERCENTAGE THAN THE INCRE
IN THE GENERAL PRICE LEVEL FROM THE PREVIOUS YEAR, THE MAXIMUM AUTHORIZED RAT-
APPLIED THERETO IN EACH UNIT OF LOCAL GOVERNMENT SHALL BE REDUCED TO YIELD TH~
SAME GROSS REVENUE FROM EXISTING PROPERTY, ADJUSTED FOR CHANGES IN THE GENERAL
PRICE LEVEL, AS COULD HAVE BEEN COLLECTED AT THE EXISTING AUTHORIZED RATE ON

THE PRIOR ASSESSED VALUE.

THE LIMITATIONS OF THIS SECTION SHALL NOT APPLY TO TAXES IMPOSED FOR THE PAYMI
OF PRINCIPAL AND INTEREST ON BONDS OR OTHER EVIDENCE OF INDEBTEDNESS OR FOR
THE PAYMENT OF ASSESSMENTS ON CONTRACT OBLIGATIONS IN ANTICIPATION OF WHICH
BONDS ARE ISSUED WHICH WERE AUTHORIZED PRIOR TO THE EFFECTIVE DATE OF THIS

AMENDMENT.

Paragaraph 1 of Section 31

Purpose: This section prohibits local units from levying a new tax or
increasing the rate of an existing tax without voter approval.
If the definition of the base of an existing tax is broadened
the tax rate must be reduced so tnat the total revenue collected
is hot greater than the amount collected under the old base. In
addition, if the state equalized valuations of existing property in
a local government increase by more than the consumer price index,
the millage rate must be reduced to yield the same amount of revenue
adjusted for inflation, as could have been collected at the existing

authorized rate on the prior assessed value (this is the "millage

rollback?”provision).
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Implementation Issues:

1)

(2)

The most noted provision within Section 31 is the requirement
of a millage rollback when the growth of property valuations of
existing property exceeds the rate of inflation. While there may be

H* «

general agreement as to a formula for determining the rollback, it is

not clear where the rollback should be applied. The issue is whether
you rollback the legal maximum for the taxing jurisdiction as author—
ized by constitution, statute or charter, or whether you rollback the
levied rate as authorized by the local governing body. Another in—
terpretation might have you rollback both rates since both appear to

be referenced within Section 31. P.A. 532 of 1978 began the implemen—
tation of Section 31 and the millage rollback. P.A. 532

defined new constructions and improvements for the purposes of the
millage rollback provision defined the rate of inflation and
established certain reporting requirements for local assessors and
taxing jurisdictions. Yet to be determined or implemented is the
formula for the rollback and its application. See Appendix E (page 33)
for an analysis of P.A. 532.

Beyond the question of which millage to rollback, there is the
question as to when, and under what conditions, the millage can be
restored. After all, if you rollback the levied rate there still

will be a maximum aufhorized rate which is in excess of the levied rate.
And, if the legal maximum authorized rate is rolled-back, it leaves

a local unit with two raaximums; a rolled-back maximum and a voter-
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approved, higher maximum (authorized by charter, special election, -
State Constitution, etc).
(3) The first sentence of Section 31 prohibits a local unit from
levying any tax that was not authorized by law or charter prior to
the ratification of the amendment (November 7, 1978), or from incre.
ing the rate of any existing tax above that authorized by law or ch
prior to the ratification of the amendment without local voter appr<
There is a question as tp whether or not a local unit oust have votf
approval when the authorization for the local levy is provided in St
statute which was enacted prior to the ratification of the amendment
An example of this is the local income tax. |
(4) The second sentence of Section 31 requires the rate of a tax to be
rolled back when the base of the tax is broadened by a definitional
change, so that the estimated yield of the tax remains the same*
It is not clear whether or not this rollback provision applies to an
increase in the tax base which 1is associated with the removal of tax
exempt status given to certain property or classes of income, or otlu

tax bases (for example, tax abatement under Public Act 198

of 1974 and Public Act 255 of 1978).

Paragraph 2 of Section 31

Purpose: In order to protect the full faith and credit of local taxing units,

paragraph 2 specifies that the limitations of paragraph 1 shall not

apply to taxes imposed for the payment of principal and interest on

any indebtedness authorized prior to the effective date of this amende

-20-



Implementation Issues:

Public Act 529 of 1978 implements paragraph 2 of Section 31. This
act exempts obligations that are authorized by the governing body of
a local government unit before December 23, 1978, from the “tquire-
ments of sections 6 and 31 (local voter approval). The exemption

is contingent upon submission of the prospective issue to the
Municipal Finance Commission prior to December 23, 1979. See

Appendix F (page 41) for an analysis of P.A_. 529.

Although the Legislature chose to construe the use of the word
"authorized™ quite liberally in implementing paragraph 2, there
are others who will contend "hat "authorized"” means "approved

by the Municipal Finance Commission”™ prior to December 23, "1978.

-21-



SEC. 32. ANY TAXPAYER OF THE STATE SHALL HAVE STANDING TO BRING SUIT IN THE
K~CHIGAN STATE COURT OF APPEALS TO ENFORCE THE PROVISIONS OF SECTIONS 25 THROUGH
31, INCLUSIVE, OF THIS ARTICLE AND, IF THE SUIT IS SUSTAINED, SHALL RECEIVE

FROM THE APPLICABLE UNIT OF GOVERNMENT HIS COSTS INCURRED IN MAINTAINING SUCH
SUIT.

Purpose: This section provides that any taxpayer of the State has standing to *
bring suit in the State Court of Appeals to enforce provisions of

Sections 25 through 31.

Implementation Issues

(1) The Court of Appeals is not provided with juries to determine
facts. Some new laws would have to be enacted to enable the Court
of Appeals to establish and provide for juries to determine facts as
they appear in any suit.

(2) If. the plaintiff is able to maintain his suit against a unit of
government, that unit of government would have to pay costs incurred
in the maintaining of the suit. This is unlike other questions of a
public nature in which costs are not allowed. This would be an
additional cost of implementing the law suits coming under this section
which may be numerous.

(3) We do not currently have provisions for determining all of the
cases that would be filed. There may be a need for a central location f
the filing or record keeping of section 25 through 31 cases.

(4) Even though Section 32 is limited to a taxpayer of this state, this

could be interpreted to include certain out-of-state taxpayers
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as well as all citizens of the State of Michigan because of due
process questions and the consequence of previous attempts to

limit rights and duties under previous sections. Section 6 of
Article I1l, limited the right to vote on a bond issue or an in—
crease in the limit on ad valorem tax rate for 5 or more years

to people who own property. This was found unconstitutional in

an Arizona case that went before the United States Supreme Court.
The attempt to limit an action under this section to only taxpayers
of this state may not be ¢ nstrued to mean that the taxpayer owns
property or must be a resident of this state. The mere fact that a
person directly or indirectly pays any kind of tax may qualify the

person as a taxpayer.
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SEC. 33. DEFINITIONS. THE DEFINITIONS OF THIS SECTION SHALL APPLY TO SECTION
THROUGH 32 OF ARTICLE IX, INCLUSIVE.

“TOTAL STATE REVENUES™ INCLUDES ALL GENERAL AND SPECIAL REVENUES, EXCLUDING FED
AID, AS DEFINED IN THE BUDGET MESSAGE OF THE GOVERNOR FOP FISCAL YEAR 1978-1979
TOTAL STATE REVENUES SHALL EXCLUDE THE AMOUNT OF ANY CREDITS BASED ON ACTUAL TV
LIABILITIES OR THE IMPUTED TAX COMPONENTS OF RENTAL PAYMENTS, BUT SHALL INCLUB
THE AMOUNT OF ANY CREDITS NOT RELATED TO ACTUAL TAX LIABILITIES. “PERSONAL 1IN
OF MICHIGANZ” IS THE TOTAL INCOME RECEIVED BY PERSONS IN MICHIGAN FROM ALL
SOURCES, AS DEFINED AND OFFICIALLY REPORTED BY THE UNITED STATES DEPARTMENT OF
COMMERCE OR ITS SUCCESSOR AGENCY.  "LOCAL GOVERNMENT™ MEANS ANY POLITICAL
SUBDIVISION OF THE STATE, INCLUDING, BUT NOT P" iTRICTED TO, SCHOOL DISTRICTS,
CITIES, VILLAGES, TOWNSHIPS, CHARTER TOWNSHIPS, COUNTIES, CHARTER COUNTIES,
AUTHORITIES CREATED BY THE STATE, AND AUTHORITIES CREATED BY OTHER UNITS OF IX
GOVERNMENT. "GENERAL PRICE LEVEL™ MEANS THE CONSUMER PRICE INDEX FOR THE UNIT
STATES AS DEFINED AND OFFICIALLY REPORTED BY THE UNITED STATES DEPARTMENT OF
LABOR OR ITS SUCCESSOR AGENCY.

Purpose: This is a definitional section and the definitions apply to

Sections 25 through 32. There are four definitions provided in

Section 33. These are: "total state revenues??, which is found
in Section 26; "personal income of Michigan", which is found in
Section 26; "local government", which is found In Sections 25, 26,

29, 30, and 31; and "general price level”, which is found in Section

31.

Implementation Issues:

(1) The definitions of "personal income of Michigan™ and the
"general price level”™ are fairly commonplace and should not pose
problems in terms of implementation and application; however, the
definitions of "total state revenues"™ and "local government” must

be carefully worded and implemented and may present some difficulty.
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(2)

3

C))

"Total state revenues"™ are defined as those sources of revenue

listed in the Governor®"s budget message for fiscal year 1978-79.

The definition further excludes federal aid and the amount of any
credits based on actual tax liabilities or the imputed tax components

of rental payments. It does not, however, exclude the amount of any
credits not related to actual tax liabilities, such as the Home

Heating Assistance Credit and the Higher Education Contribution Credit.
Examples of excluded credits based on actual tax liabilities include

the property tax credit and the city income tax credit. A problenm

posed by this definition of total state revenues is that in defining
total state revenues as those items referenced in the Governor®s budget
message for 1978-79, the definition might be too strict in that it

does not allow for the substitution of one tax for another within the
limit of the tax-expenditure limit, and therefore, precludes tax reform.
By defining total state revenues as all general fund and special fund
revenues 1in the t idget message of the Governor for fiscal year 1978-79,
there is excluded from the definition many sources of revenue which are
found in "non-budget" operations such as debt service funds, various State
authorities, and trust and agency funds. Examples might include

the Michigan State Housing Development Authority, the Mackinaw Bridge
Authority, and the Michigan Unemployment Compensation Trust Fund.

"Local government" 1is defined as "any political subdivision

of the state, including, but not restricted to, school districts, cities,
villages, townships, charter townships, counties, charter counties,
authorities created by the state, and authorities created by other

units of local government". It is generally assumed, but not
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guaranteed, that Intermediate school districts and community
colleges and the fourteen planning regions within the State of
Michigan are included in this definition. There are other

examples of local government units that have not been included :ln
the "laundry list"” of local governments cited in the definition.
Interestingly enough, authorities created by the State

can be found under the definitiojj of <local government™ in Section
33.t It is got clear whether this places authorities of the state tu

the tax limitations of Section 31 or the "mandates"™ guarantees of

Sections 29 and 30.
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SEC. 34.

THE LEGISLATURE SHALL IMPLEMENT THE PROVISIONS OF SECTIONS 25 THROUGH

33, INCLUSIVE, OF THIS ARTICLE.

Purpose:

This section of the amendment requires the Legislature to implement

the provisions of Sections 25 through 33, inclusive, of Article IX.

This would seem to indicate that it is the intent of the voters that
the amendment be primarily implemented by state statute, and

that the implementation should be a legislative responsibility.

Implementation Issues:

Implementation of those sections directly affecting local units should

be. completed as soon as possible since most units begin new fiscal

years in the spring or early summer. The mechanics surrounding the

state tax-expenditure limit do not take effect until fiscal year 1979-80,

and are not expected to actually limit growth next year. Therefore,
implementation of Sections 26, 27 and 28 (state limitation) can wait

until after implementation of Sections 29, 30 and 31 (impact directly

upon local units).
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Sec. 6 (New Language capitalized)

Except as otherwise provided in this constitution, the total amount
of general ad valorem taxes imposed upon real and tangible personal property

for all purposes in any one year shall not exceed 15 mills on each dollar oJ

the assessed valuation of property as finally equalized. Under procedures,
provided by law, which shall guarantee the right of initiative, separate
tax limitations for any county and for the townships and for school distric
therein, the aggregate of which shall not exceed 18 mills on each dollar of.
such valuation, may be adopted and thereafter altered by the vote of a
majority of the qualified electors of such county voting thereon, in lieu
of the limitation herein before established. These limitations may be
increased to an aggregate of not to exceed 50 mills on each dollar of
valuation, for a period of not to exceed 20 years at any one time, if
approved by a majority of the electors, qualified under Section 6 of
Article 11 of this Constitution, voting on the question.

The foregoing limitations shall not apply to taxes imposed for the payment
principal and interest on bonds APPROVED BY THE ELECTORS or other evidence
of indebtedness APPROVED BY THE ELECTORS or for the payment of assessments
or contract obligations in anticipation of which bonds are issued APPROVED
BY THE ELECTORS, which taxes may be imposed without limitation as to rate
amount;- OR, SUBJECT TO THE PROVISIONS OF SECTIONS 25 THROUGH 34 OF THIS
ARTICLE, to taxes imposed for any other purpose by any city, village, chai
county, charter township, charter authority or other authority, the tax
limitations of which are provided by charter or by general law.

In any school district which extends Into two or more counties, property t
at the highest rate available in the county which contains the greatest

of the area of the district may be imposed and collected for school purpo-
throughout the district.

Purpose: Sectio.i 6 of Article IX was amended to require voter approval to

levy taxes outside the limits specified therein, for the payment

ij

principal and interest on bonds or other evidences of indebtedness



Appendix A
CALCULATION OF THE TAX LIMITATION RATIO

Limit is Based on the Ratio of 1978-79 State Revenues to 1977 Michigan

Personal Income (MPI).

(in millions)

1978-79 Gross Revenues 8 9,001
Less: Federal Aid (2,142)
Subtotal $ 6,859

Add: Horae Heating Credit 38
Higher EducationCredit 5

$ 6,902

Divided By: 1977 MPI . 69,554
9.92%

Equals: Tax LimitRatio

APPLICATION "OF THE LIMIT

IN 1979-80
(in millions)
1979-80 Gross Revenues $9,608
Less: Federal Aid (2,246)
Subtotal $7,362
Less: General Obligation Debt Revenue (66)
Equals: Revenue Subject to Limit $7,296

Actual Limit = 9.92% X 1978 MPI
.0992 (77,553)
$ 7,696

State revenues $400 million below limit in 1979-80

Senate Fiscal Agency

January, 1979
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appendix B

The term "liability” has been construed quite broadly in the past as

shown below:

LIABILITY. The word Is a broad legal term.
Mayfield v. First N at Bank of Chattanooga, Tenm,
C.CA.Tenn, 137 FJ2d 1013, 1019. 1t has been re-
ferred to as of the most comprehensive signifi-
cance. including almost evnrv Phimcfgr of ha?-.-

or responsibilitv. absolute, contingent, or likolv.
Wentz v. State, 103 Neb. 597, 183 N.W . 467, 463.

It has been defined to mean: ail character of municipal
6tb,s and obligations. Washlngum Water Power Co. r.
of Coeur d’Alerw. ldaho. D C Idaho. 9 F.Supo. 253.

*71, Public Market Co. of Portland v. aty of Portland.
SELSfciS?* f-24 6*, 643. «S; amenability or re-
m2FV » E&erhird r. Saa Ins. Co.. 235 N.Y.S. <13
W, 134 ILzc. 3S6; on obll*»iJoa, on* la bound In law or
JjJJce to perform. Murphy v. Chicago League Dali Club,
*21 DLApp. 120, 12%; stato cic ret Dlederlchs v. Eoard of
0i?*, 0* County High School. 91 Mont. 300,
V~ A *m Aa_£klUtepn_ which may or may not
HHg* Pt0 * debt. Bropui v. -cry. iohrilU “r'lo. 1jub, u i
e»br rr liability- either absolute

a-wm'nrrrtt. exp.-css i,-,*l;,-i. FuS'hic L.TFIKM CdT'fIf
mwy « iittiulj. ril Or. 522, 130 P.2d 624.

W3. 5,6; any UablUty whiUs~er. In re Tatnalt. 102 N.J.
PO.entlally%ub'e%tmto‘]?gﬁ RS oarll.oEr?%%?t att?tu(a’” o
Lincoln. 136 Neb. 146, 253 N.W 111. 318; condition of be-
in* exposed to iht upsprl.-igtnx of an obligation to dis-
tance or make good an undertaking of another, or a loss
«,5. **Jr Ula exposed or subject to a given con-
or casB4lty which Is more or less probable.
5 ~ . ”ctlenal Paak of East Itllp r. National Su_retY_ Co..
J*3 N.Y. 4C9, 121 N.E, <73. -V); United Slates Fidelity St
Co. y. Haney, 1G6 Mian. <03. 203 N.W. 17: coo-

rve" °f responsible Tor a possible or actuel loss.
8w T«r *xp*n“e- w burden. Wenta v. Stole. 103 Neb.
«<. 133 N.W. <67, <68; condition which creates a duty to

perform an act immediately or In the future. Union Oil Co.
of California v. Basalt Rock Co.. 30 Cal.App.2d 317, 80 P.
24 139. 141; duty to pay money or perform some other
service. Dchn* r. Hillman Inv. Co.. C.C.A.Pa.. 110 F.2d
430, <58; duty which must at least eventually be per-
formed. Vande%rlft V. Riley. CalLSup.. 16 P.2d 734. 736;
estate tax. Lyeth v. Koey. CC-A.N.Y., 112 F.7d 4. 6; every
kind of legal obligation. responsibility, or duty. Mayfield
V. First Nat. Bank of Chittanoogn. Tenn.. CCA-Tenn..
137 1.71 1011 1C19; fixed liability. Vnndegrift v. Riley.
Cal.Sup., 16 P.2d 734. 73G; lvester'v. State ex rel. Clllum.
183 OKI. 519. S3 P.2d 193, 196: legal responsibilitr. Clark
v. Lowden. D.C.MInn, 48 F.Supp. 261. 263; McCullough v.
National Bank of Union City, 127 Pa.Super. <52. 193 A. 63.
66; penally for failure to pay tax when due. Stato v.
Flschl. 31 Mont. 32, 20 P.2d 1037, 1059; present, current,
future, fixed or contingent debts, Erickson r. Crande
Rond* Lumber Co., 163 Or. 336. 92 P.2d 170. 174; punish-
ment, Holliman v. Cole, 163 OkL 473. 34 P.2d 397. 599;
responsibility for torts, Italian! r. Metro-Goldwyn-Mayer
Corporation, 45 Cal.App.2d <51 114 P.2d 370. 372; tax.
State ex rel. DuFrcsne v. Leslie. 100 Mont. 449. 50 P.2d
959. 263, 101 A.L.R. 1329; Thompson v. Smith, 169 OkL
217, 114 P.2d 922, 924; that which one Is under obligation
to pay, or for which ooe Is liable. Reconstruction Finance
Corporation v. Gossett, Tex., IIl SW.2d 1066; Boney v.
Central Mut Ins. Co. of Chicago. 213 N.C. 470. 19S S.E.
837. 8J2; the state of being bound or obliged In law err
Justice to do, pay, or make good something. Fell v. City
of Cccur d'Alene. 23 Idaho 32. 123 P. 613. 519. 43 L.R.A..N.
S.. 1095; Brcslaw v. tUghtmlre. 196 N.Y.S. S39. 541. 119
Misc. 833; the state of one who Is bound In Isw and Justice
ts do something .v.ilch mag le enforced by action. Fideli-
ty Coal Co. v. Diamond. 310 JILApp. 387. 34 N.E.2d 123;
Clark v. Lowdcn. D.C.MInn.. <8 F.Supp. 261, 263; McCul-
lough v. National Dank of Union City. 127 Pa.Super. 452.
193 A- 65. Co; unliquidated claim, Stephens v. Duckworth,
183 Miss. 626, 1S6 So. 219. 221; unpaid debt. Comstock v.
:';gz?r%%% Park Trust St Savings Bank, 367 111. 276, 11 N .E 2d
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Th; .f-r-a is therefore broader than the vord "debt.*
Indebtedness.” Coulter Dry @ogds Co. v. V' -nnvorth.
Cal. Xu, 153 p. 939. 0i0; Lowery V. ruiier. "Jrili,
493, 231 S.W. 963. 972; and Includes In addition exli
ohllgntlons. which may or mav not in the futnfd HfKTT
In an Indebtedness. Daniels v. Golf. 192 Kv. 15. 2+l S.VJ.
67; Ir.ing Bank-CoJumbla Trust Co. y. New York Rys. C

D.C.N.Y., 292 F. 429, 433.

The word Is not synonymous with Toss™ or ”dame%'
and under an automobile insurance policy insuring ngal.
"liabilities,** there may be recovery without allegation
proof that Insured has been required to pay any .ur
whereas under a poth covering "actual loss or dam ,ge.
no obligation arises till Insured has suCrred loss or dam-
age. Ducommun w Strong, 193 Wis. 179, 214 N.W. 616
Stag Mining Co. v. Missouri Fidelity U Casualty Co., M«.
App.. 209 S\W. 321, 323.

Existing liability. See Existing Liabilities.
Legal liability. See Legal Liability.

Liability bor.d. See Bond.

Limited liability. See Limited Liability.
Personal liability. See Personal Liability.
Secondary liability. See Secondary Liability.



Appendix C
STATE OF MICHIGAN

General Obligation Debt
As of September 30, 1978

Total Total Amount
Authorized Issued Qutstandi
General Obligation Notes (D (B4 )
School Loan Bonds (2) $117,500 $ 76,500
Water Pollution Bonds $335,000 302,000 206,000
Public Recreation Bonds 100,000 100,000 62,000
Vietnam Veteran®s Bonus Bonds 205,000 190,000 183,000
TOTAL GENERAL OBLIGATION DEBT $709,500 $527,500

In each fiscal year the State may borrow an amount no greater than 15%
of the preceeding year"s undedicated revenues. The Notes must be
redeemed in the same fiscal year they are issued.

No specific limit by law.

3
$200,000,000 Notes were issued and redeemed during each of the fiscal

y~ars ended September 30, 1976 and September 30, 1978.

4

Excludes $450,000,000 in Notes dated January 3, 1979, which will mature
September 17, 1979, prior to end of this fiscal year.

Source: State of Michigan, Department of Treasury
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402
402
402
402
402
402
402
402
402

395
404
404
372

399
399
399

394
394

393
469
403
468
400

407
406
401

475,463
405
405
402

NOTE:

Budget Category

Attorney General
Civil Rights
Civil Service
Executive
Judicial
Legislative

Mgc. & Budget
State

Treasury

Education

School Aid

Comm. Colleges
Higher Education

Commerce
Labor
Licensing & Reg-

Military Affairs
State Police

Agriculture

Data Processing
Corrections

Hvy. & Trans.
Natural Resources

Mental Health
Public Health
Social Services

Capital Outlay
Debt Service
Grants & Transfers
Stabilization Fund

TOTAL

Actual payments to
for Sec. 30 of the

Senate Fiscal Agency
February, 1979

PAYMENTS TO LOCAL GOVERNMENTS

Appendix D

IN FY 1978-79 BUDGET

(SEC. 30)

(in thousands of dollars)

Gross
1978-79
Budget

$ 17,767
8,367
12,320
2,159
28,933
42,364
103,113
59,042
36,695

310,751
1,897,638
121,997
612,643

96,413
147,094

7,965

11,085
110,891

40,397
68,587
149,608
851,352
116,036

459,859
167,226
2,407,275

126,161

70,280
631,917
104,100

$8,820,034

Gross Pct. of
Payments 1978-79
To Locals Budget

$ -0- e.-0- Z
-0- -0-
-0- -0-
-0- -0-
2,997 10.36
-0- -0-

42,625 41.34
50 .08
-0- -0-
240,571 77.42
1,897,638 100.00
121,997 100.00
-0- -0-
19,169 19.88
120,023 81,60
-0- -0-
-0- -0-
7,939 7.16
360 -89
-0- -0-
3,262. 2.18
388,807 45.67
17,586 15.16
86,248 18.76
34,140 20.42
3,240 .13
38,379 30.42
-0- -0-
617,531 97.72
-0- -0-
$3,642,562 41.30%

Payments - Adjusted
Net of Pet. of
Federal $ % Budger
‘C“ I—\OI—\ —0—
-0- R -0-
-0- -0-
-0- -0-
2,997 10.2
-0- -0-
13,899 13.4
50 .0
-0- -0-
18,028 5.8
1,877,752 98.".
121,997 100.°
-0- -0-
8,916 $.:e
4,600 3.
-0- -0-*
-0- *0-
7,939 7.1t
360 .89
-0- -0-
3,262 2.18
354,036 41.59
10,284 8.86
86,248 18.76
34,140 20.42
3,240 .13
18,238 14.46
-0- -0-
601,981 95.26
-0- -0-
$3,167,967 35.92%"

locals are subject to definition vithin implementing statute

tax-expenditure
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FISCAL NOTE --mmmmrrmmmmmemmmmesmm e

FISCAL
Senate Office Building

Bill No.: fj Date: 2/23/79
5 Analyst: T. Ferris
Phone: 373-2767

Purpose

of Bill: To amend sections 36, 140, 140a, 141, 142 and 142a of Act. No. 205
of the Public Acts of 1893, and to add sections 34d and 87d. Speci —
fically, to make certain amendments to the General Property tax Act
consistent with the requirements of Sections 31,33 and 34 of Articls.
IX of the. State Constitution of 1963.

Problem Section 34 require.! the legislature to implement sections 25 through

Statement: 31 of Article IX (the so-called "Headlee" tax-expenditure limit).

Section 31 states in part that:

"1f the assessed valuation of property as finally equalized,
excluding the value of new construction and improvements, increases
by a larger percentage than the increase in the General Price Level
from the previous year, the maximum authorised rate applied thereto
in each unit of Local Government shall be reduced to yield the same
gross revenue from existing property, adjusted for changes in the
Genera). Price Level, as could have been collected at the existlr.;;
authorized rate on the prior assessed value."

This is the language that for months has been interpreted by

the press and some proponents of Headlee to mean that local taxes
are pegged to the inflation rate and may not rise faster than the
U.S. consumer price index. This argument is faulty for a couple

of reasons: first, the rollback provision addresses the general
property tax and its corollaries only (IFT, CFT, state utility pro—
perty tax, etc.), and does not cap other local taxes; second, new
construction and improvements are excluded from the calculation
meaning that total local property taxes may rise by more than the
rate of inflation. Nevertheless, it appears that the intent of
this provision is to limit the growth of property taxes on existing
property in a taxing unit to the rate of inflation.

The first year in which the rollback may be required is 1979, based
upon the valuations for 1979 as of tax day, December 31, 1978. The
first step in the rollback process is the recording of all valuations
by all taxing units, exclusive of new construction and improvements.
While this bill does not address the derivation of a millage roll—
back factor or Its application, it does provide key definitions to

be used in recording property valuations as of December 31, 1978 for
millage rollback purposes. Furthermore, it specifies certain report—
ing procedures for local assessors and county equalization directors.
The key definitions are of "new construction and improvements"™ and
the "general price level." New construction and improvements is

def ned as "additions "less" losses", where additions include new
construction and improvements plus previously exempted property

and losses include newly exempted, removed or destroyed real or
personal property. This definition allows locals to adjust for
industrial and commercial property tax abatement (P.A. 198-1974,

P.A. 255-1978), where property is first deleted then added to the
rolls, with out the necessity of a millage rollback.

The general price level is defined as the annual change in the
United States consumer price .ndex for all-urban consumers, as
required by Section 33 of Art" *.le IX. -

3 -



, FISCAL NOTE
CONTINUED

Bill No.: S.B. 519
(P.A. 532 of 1978)

Fiscal Impacts:

%‘n’? None

There may be a modest increase in costs associated uith the
more sophisticated reporting requirements. There will be
significant revenue iraplinations associated with the millage
rollback formula when it ii adopted.



Act No. 532
Public Acts of 1978
Approved by Governor
December 21, 1978

STATE OF MICHIGAN
79TH LEGISLATURE
REGULAR SESSION OF 1978

Introduced by Senator VanderLaan

ENROLLED SENATE BILL No. 519

AN-ACT to atnend sections 36, i<10, 140a, 141, 142 and 142a of Act No. 206 of the Public Acts of 1893,
entitled as amended "An act to provide for the assessment of property and the levy and collection of taxes
thereon, and for the collection of taxes levied; making such taxes a lien on the lands taxed, establishing and
continuing the lien, providing for the sale and conveyance of lands delinquent for taxes, and for the
inspection and disposition of lands bid off to the state and not redeemed or purchased; to provide for the
establishment of a delinquent tax revolving fund and the borrowing f money by counties and the issuance
of notes; to define and limit the jurisdiction of the courts in proceedings in connection therewith; to limit the
time within which actions may be brought; to prescribe certain limitations with respect to rates of taxation;
to provide penalties for the violation of this act; and to repeal certain acts ar,u parts of acts in anywise
contravening any of the provisions of this act,” section 36 as amended by Act No. 40S of the Public Acts of
197S and section 140a as added by Act No. 292 of the Public Acts of 1976, being sections 211.36, 211.140,
211.140a, 211.141, 211.142 and 211.142a of the Compiled Laws of 1970; and to add sections 34d and 87d.

The People of the State of Michigan enact:

Section 1. Sections 36, 140,140a, 141,142 and 142a of Act No. 206 of the Public Acts of 1893, section 36
as amended by Act No. 408 of the Public Acts of 1978 and section 140a as added by Act No. 292 of the
Public Acts of 1976, being sections 211.36, 211.140, 211.140a, 211.141, 211.142 and 211.142a of the Compiled
Laws of 1970, are amended and sections 34d and 87d are added to read as follows:

Sec. 34d. (1) As used in this section or section 31 of article 9 of the state constitution of 1963, or both:

(@) "Additions” means all increases in value caused by new construction, improvements caused by new
construction or a physical addition of equipment or furnishings, and the value of property which was
exempt from taxes or not included on the assessment unit’s previous year’s assessment roll.

(b) “Financial officer" means the officer responsible for preparing the budget of a unit of local
government.

(c) “Ceneral price level” means the annual average of the United States consumer price index for all
urban consumers as defined and officially reported by the United States department of labor, bureau of
labor statistics.

(213)f
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(d) "Losses" means a decrease in value caused by the removal or destruction of real or personal
property, and the value of property taxed in the prior year which has been exempted or removed from the
assessment unit’s assessment roll.

(e) “New construction and improvements” means additions less losses.

(2) On or before the first Monday in May of each year, beginning in 1979, the assessing officer of each
township or city shall tabulate the assessed valuation as approved by the local board of review for real
property separately from personal property for each unit of local government and provide the tabulated
assessed valuations to the county equalization director. The tabulation by the assessing officer shall contain
additions, losses, and new construction and improvements for each unit of local government or part thereof
in the township or city. The county equalization director shall compute these amounts and the current and
prior year s state equalized valuation for each unit of local government that levies taxes under this act within
the boundary of the county and shall cooperate with equalization directors of neighboring counties, as
necessary, to make the computation for units of local government located in more than 1 county. The
county equalization director shall transmit the complete computations to the superintendent of the
intermediate school district, who shall review all computations related to school districts, and intermediate
school districts and who shall provide assistance to the equalization director in making these tabulations.
The county equalization director shall transmit the complete computations to the presidents of the
community colleges who shall review all computations related to school districts and community colleges
and who shall provide assistance to the equalizati n director in making these tabulations.

(3) On or before the first Monday in June of each year, beginning in 1979, the county equalization
director shall deliver the statement of the computations signed by the county equalization director and the
intermediate school district superintendent to the county treasurer.

(4) On or before the second Monday in June of each year, beginning in 197S, the treasurer of each
county’ shall certify the prior year's state equalized valuation, the current year’s state equalized valuation,
and the amount of new construction and improvements for that year for each unit of local government
which levies a property tax in the county’.

(5) The financial officer of each unit of local government shall make the computation of the tax rate using
the data certified by the county treasurer and the state tax commission. At the annual session in October, the
county board of commissioners shall not authorize the levy of a tax unless the governing body of the taxing
jurisdiction has certified that the requested millage has been reduced, if necessary, in compliance with
section 31 of article 9 of the state constitution of 1963.

Sec. 36. (1) The township clerk of each township, on or before September 15 of each year, shall make
and deliver to the supervisor of the clerk’s township, a certified copy of all statements and certificates on
file, and of all records of any vote or resolution in the clerk's office authorizing or directing money to be
raised in the township by taxation for township, school, highway, drain and all other purposes, together
with a statement of the aggregate amount thereof. The supervisor shall deliver the certified copies to the
clerk of the county before October 2. The clerk shall present the copies to the county board of
commissioners al its annual meeting and file the copies in the clerks office. The county board of
commissioners shall not levy in the year voted a tax levy voted on or after September 15. This subsection
does not apply where subsection (2) or subsection (3) applies.

(2) The amount of taxes which are to be levied for school purposes in a school district which holds a
millage renewal election on or before December 30, 1978, and which are approved, shall be certified for
that calendar year of 1978. On the day after the millage is certified pursuant to this subsection, the
appropriate county board of commissioners shall meet and direct or amend its direction for the spread of
millages by local units in the county in accordance with the certification or amended certification.

(3) Notwithstanding sections 40, 42, and 46, for the 1978 tax year the county board of commissioners
shall levy and spread the millage on behalf of a school district conducting a millage renewal election in
December which shall be collected by Febixary 14. The reasonable expenses incurred by the township or
city in assessing and collecting the school taxes levied pursuant to this subsection, to the extent that the
expenses are in addition to the expenses of assessing and collecting any other taxes at the same time and
exceed the amount of any fees imposed by the township for collection of the school taxes, shall be billed to
and paid by the board of education.

Sec. S7d. (1) Notwithstanding section 87c(10), a county which determines to 'borrow pursuant to
section 87c may submit to its voters the question of issuing revolving f ind notes at any general or special
election, which question shall provide for the establishment of the revolving fund for not to exceed 10 years
and shall be in substantially the following form:

"Shall the county o f establish or continue for years a delinquent tax revolving

fund and, in connection with r e« Harrow ;»namount not to exceed the delinquent taxes pledged
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for repayment of the borrowing or borrowings, as may be made each year, and issue its general
obligation unlimited tax notes, pledging the county’ full faith and credit for the purpose of providing
money for the delinquent tax revolving fund?”

(2) If a majority of the electors voting on the question vote in favor of the question, the county may
proceed to issue the notes as provided for in this act, which notes may be designated general obligation
unlimited tax notes.

(3) If a maj'ority of the electors voting on the question vote against the question, or if the question is not
submitted, the county may also issue the notes but only in accordance with subsection (6).

(4) In addition, this section shall validate a question submitted to the electors before the effective date
of this section in which the electors were asked to approve the issuance of general obligation tax notes
secured by delinquent taxes, regardless of how the question may have been phrased. The defeat of the
question shall require that the notes be issued as nonvoted until a future question is approved by the
electors.

(5) A county may submit to its elect*." the question authorized by this section once each calendar year.
(6) If nonvoted notes are issued pursuant to section 87c:

(@) The resolution authorizing the borrowing and issuance of the notes shall establish the pledged
delinquent taxes, the interest thereon, and any amounts received in the future from taxing units in the
count)’ because of the uncol'ectibility of any delinquent taxes as funds pledged to note repayment, which
amounts shall be placed in a segregated fund and used for no other purpose except to repay the notes and
the interest thereon. The resolution shall provide that the expenses of borrowing shall be repaid from the
collection fees on the pledged delinquent taxes and the balance of the collection fees may be added to the
funds pledged to note repayment, if the resolution provides.

(b) The notes shall be designated general obligation limited tax notes.

(c) The resolution may establish a special fund to secure the notes referred to as a note reserve fund and
shall pay into the note reserve fund any proceeds of sale of the notes to the extent provided in. the resolution
authorizing issuance of the notes. All money in the note reserve fund, except as hereafter provided, shall be
added to the funds pledged to note repayment and shall be usedsolely for payment of principal and
interest on the notes for which the fund was established, or the purchase of notes for which the fund was
established. Money in the note reserve fund shall first be withdrawn fo payment of principal and interest
on notes before other county general funds are used to make the payments. All income or interest earned
by, or increment to, the note reserve fund due to its investment or reinvestment shall be deposited in the
delinquent tax revolving fund, when the notes for which the fund was established are retired. The resolution
shall provide that when the note reserve fund is sufficient to retire the notes and accrued interest thereon, it
may be so used.

(d) A resolution which establishes a note reserve fund may provide for an additional borrowing of an
amount not to exceed the amount of the reserve, and the county shall have the power to borrow that
additional amount.

(e) The notes shall be the full faith and credit obligations of the county issuing them. If the proceeds of
the taxes and interest and, when pledged, collection fees, or note reserve fund are not sufficient to pay the
principal and interest, when due, the county shall pay the same from its general funds or any additional tax
which may be levied within its constitutional and statutory debt limits, and the county may thereafter
reimburse itself from delinquent taxes collected. The county’s obligation to pay from its general funds shall
be its first budget obligation and shall be provided for in the borrowing resolution in the following
language:

“This note issue, in addition, shall be a general obligation of the county of , secured by
its full faith and credit, which shall include this county's limited tax obligation, within applicable
constitutional and statutory limits, and its general funds. The county budget shall provide that if the
pledged delinquent taxes and any other pledged amounts are not collected in sufficient amounts to meet the
payments of principal and interest due on these notes, the county, before paying any other budgeted
amounts, will promptly advance from its general funds sufficient money to pay that principal and interest."”

(7) If coupon notes are issued, pursuant to section 87c or this section:
(@) Interest shall be payable semiannually or annually.

(b) The coupons shall specify the source from which the notes shall be payable, which may be by
reference to the note itself.

(c) The coupons shall contain the facsimile signature of the county treasurer.

Sec. 140. (1) A writ of assistance or other process for the possession of land the title to which was
obtained by or through a tax sale, except if title is obtained under section 131, shall not be issued until 6
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months after there is filed with the county treasurer of the county where the land is situated, a return by the
sheriff of that county showing service of the notice prescribed in subsection (2). The return shall indicate
that the sheriff has made personal or substituted service of the notice upon the following persons who were,
as of the date the notice was delivered to the sheriff for service:

(@) The last grantee or grantees in the regular chain of title of the land, or of an interest in the land,
according to the records of the county register of deeds.

(b) The person or persons in the actual open possession of the land.

(c) The grantee or grantees under the tax deed issued by the state treasurer for the latest year's taxes
then appearing of record in the registry of deeds.

(d) The mortgagee or mortgagees named in all undischarged recorded mortgages, or assignees thereof
of record.

(e) The holder of record of all undischarged recorded liens.

(2) The notice served shall be substantially in the following form:

To the owner or owners of any and all interests in, or liens upon the land described:

Take notice: Sale was lawfully made of the following described land for unpaid taxes on that land, and
that the undersigned has title to the land under tax deed or deeds issued for the land. You are entitled to a
reconveyance of this land within 6 months after return of service of this notice, upon payment to the
undersigned or to the treasurer of the county in which the Land is situated, of all sums paid for the tax sale
purchase, together with 503 in addition, and the fees of the sheriff for the service or cost of publication of
this notice. The service or publication costs shall be the same as if for personal service of a summons upon
commencement of an action, together with a sura of $5.00 for each description, without other additional
cost or charge. If payment as described in this notice is not made, the undersigned will institute proceedings
for possession of the land.

(DL ] o1 (1o Yo RS amount Paid.....ccccceveivinenieccee e taxes for I,.,.".,.
1T 1= ) SR
Place Of DUSINESS...cuiiiiiiiicicce et reere s

(3) If the grantee or grantees, or the person or persons holding the interest in the land as prescribed in
subsection (1) are residents of a county of this state jther than the county in which the land is situated, the
return as to that person shall be made by the sheriff of the county where that person or persons reside or
may be found. If a person entitled to notice under subsection (1), is not a resident of this state, the sheriff, if
the post-office address of the person can be ascertained, shall send to the nonresident person a copy of the
notice by certified mail, and attach the receipt indicating postal delivery of the notice to the return and file
the return with the county treasurer’s office. If service on the nonresident is not made by mail, the sheriff
shall cause a copy of the notice to be served personally on the nonresident, and when the notice is
personally served outside of this state, proof of service shall be made by affidavit of the person making
service, which affidavit shall be made before a notary public or other officer authorized to administer
oaths. The affidavit, when made outside of this state, shall have attached a certificate of the clerk of the
court of record, certifying to the official character of the officer or notary, and the genuineness of the
signature of the officer or notary to the jurat of the affidavit, and the sheriff shall return this proof of
personal service with the return to the county treasurers office.

(4) If a person entitled to notice as prescribed in subsection (1) is dead, or if a person’ estate is under
control of a trustee or guardian, the notice may be served upon the executor or administrator of the
decedent’s estate, or upon the decedent's heirs if there is not an executor or administrator, or upon the
trustee or guardian of an incompetent person, with like effect as if served upon the grantee, mortgagee, or
assignee.

(5) If the sheriff of the county where the land is located makes a return that after careful inquiry the
sheriff is unable to ascertain the whereabouts or the post-office address of the persons upon whom notice
may be served as prescribed in chis section. The notice shall be published for 4 successive weeks, once each
week, in a newspaper published and circulated in the county where the land is located, if there is one. If no
paper is published in that county, publication shall be made in a newspaper published and circulated in an
adjoining county, and proof of publication, by affidavit of the printer or publisher of the newspaper, shall
be filed with the county treasurer. This publication shall be instead of personal service upon the person or
persons whose whereabouts or post-office address cannot be ascertained as prescribed in subsection (3).

(6) Service may be made upon a resident of this state by leaving the notice at that person’ usual place
of residence with a member of that person’ family of mature age, and upon a nonresident of this state by
serving the notice on the nonresident personally while in this state and the return in this case shall be made
by the sheriff of the county in which service was made.

(7) A corporation formed under the laws of this state shall be regarded, for the purposes of this act, as a
resident of the county in this state where the corporation maintains its principal or registered office for the
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transaction of business in this state, as indicated by the articles of incorporation. Service on a corporation
may be made on the president, secretary, treasurer, or resident agent of the corporation, or by leaving the
notice at the principal or registered office of the corporation with a person in charge of the office. If the
sheriff of the “unty in which the principal or registered office of the corporation is located indicates on the
ichim that upon careful inquiry the sheriff was unable to find the office or a president, secretary, treasurer,
or resident agent of the corporation in that county, service of the notice may be made upon the corporation
by publication as prescribed in subsection (5). This section shall apply to a corporation whether or not the
term of corporate existence has expired. A foreign corporation doing business in this state and having a
registered agent to accept service of process as required by law shall be regarded, for the purposes of this
act, as a resident of the county in which its registered office is located. Service on a foreign corporation may
be made on the resident agent, or by certified mail addressed to the corporation at its home office.

(8) Service as prescribed in this section may be made by a sheriff, undersheriff, or deputy sheriff. The
sheriff shall, in the return of service, state the time when the notice was delivered to the sheriff for service,
and the return shall be prima facie evidence of the facts stated in the return.

Sec. 140a. (1) As used in this section, “improved residential parcel” means a parcel of land which
contains a dwelling suitable for occupancy.

2 When a proof of notice on an improved residential parcel is filed with the county treasurer, the
proof shall contain the statement: “this parcel is an improved residential parcel”. The proof shall show the
street address, if known. An additional copy of the notice on this class of property aimit be provided with
the filing of the proof of notice. Failure by the holder of a tax deed to include this statement and to provide
a copy shall invalidate the filing and render it null and void. The county treasurer shall forward the copy of
the proof of notice to the county* department of social services, which shall make an attempt to contact the
owner and occupant of the property to determine if the owner or occupant is in need of assistance or
protection of the court. The county* department shall file with the court a written report of its findings
within the 6-month redemption period provided in section 142. Failure to contact the owner or occupant or
to file a written report shall not invalidate the proceedings.

Sec. 141. (1) A person having an estate in the land; an interest in the land, either in fee, for life, or for
years; a mortgagee of the land; an assignee of an undischarged mortgage on the land; the holder of a lien on
the land; an executor, administrator, trustee, or guardian of these persons; or a person in actual possession of
the land at the time of the tax purchase, shall be entitled to receive from the person, or t! it person’s heirs or
assigns, claiming title under the tax deed, within 6 months after the filing of return of service or the filing of
proof of publication of the notice as prescribed in section 140, a release and quitclaim of all right and
interest in the land acquired under the tax deed upon payment to the person claiming title under the tax
deed or that person's heirs or assigns, or to the treasurer of the county in which the land is situated, of the
amount paid for the.purchase, together with 50? in addition, and personal or substituted service fees, which
fees shall be the same as provided by law for servic' of subpoenas, for orders of publication, or for the cost
of service by certified mail, together with a sum of $5.00 for each description, without additional cost or
charge.

) A person or persons entitled to a release and quitclaim under subsection (1), after the issue of tax
deeds on the land, or after the purchaser of the land is entitled to the tax deeds, and before service of notice
or return thereof, shall have the right to redeem the land from the sale. Redemption shall be made by
paying to the purchaser, a grantee of the purchaser, or to the treasurer of the county in which the land is
situated, all sums paid as a condition of the purchase, together with 50? in addition, and the sum of $5.00 for
each description. Upon payment, the tax title and all the certificates of sale shall become void and of no
effect against the land to be redeemed. The county treasurer shall, when payment is made as provided in
this section, at once notify the owner of the tax title, or the owner of the certificates of sale, of the payment
so made, and the owner of the tax title, or of the certificates of sale, shall immediately deliver to the
treasurer a release and quitclaim of all rights acquired by the owner under the tax purchase, running to the
person making the payment, and shall also deliver to the treasurer the tax deed, certificates of purchase, tax
receipts, and all other conveyances relating to the tax title or tax interest before that person shall be entitled
to receive the money paid to the treasurer as provided in this section. Upon delivery of the release and
quitclaim, the certificates of purchase, and the tax receipts, the treasurer shall immediately pay to the owner
of the tax title all sums received by the treasurer for redemption of the land described in the release and
quitclaim, certificates, and receipts. A quitclaim or reconveyance made under this section shall not vest in
the grantee title or interest in the land beyond that already owned by the grantee, but the grantee shall be
entitled to a lien on the land, or on parts of the land or interests in it which are not owned by the grantee,
for die amount paid, or the portion of the amount paid which is lawfully chargeable to the parts or interests,
in addition to the prior lien or other interest held by the grantee. This lien may be enforced in a court of
competent jurisdiction, with interest on the lien at the rate of 6? per annum from the date of the payment.
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The circuit court has jurisdiction to enforce the liens provided for in this section without regard to the
amount of the liens. An applicatiou for a writ of assistance shall show that the applicant has complied with
the provisions of this act regarding the giving of notice. The applicant shall attach to the application a copy'
of the notice and the return of the sheriff serving the notice, or a copy of the proof of publication, or a
receipt from the post-office showing that the notice was served by certified mail.

Sec. 142. (1) A purchaser under a tax sale or a state bid sold shall not enter into possession ofthe lar.j m
purchased by the tax sale or state bid until 6 months after notice is given to the party or parties in interest as
prescribed in sections 140 and 141 unless the purchaser acquired from these parties their title to the land by
conveyance from these parties of their interest in the land.

(2) If the land is vacant and unoccupied and a writ of assistance is not needed to putthe purchaser into
possession, the time for redemption under this section shall expire 6 months after the service of notice to the
party or parties in interest, or date of mailing the notice by certified mail, or first publication thereof, and
the filing of proof of personal or substituted service or of publication with the treasurer of the county where
the Land is situated.

(3) If an action or other proceeding to set aside the tax sale of the land is commenced by the owner of
the land or by a person having a redeemable interest in the land, before the expiration of the 6 months, the
purchaser under tax sale or the purchaser’s grantee shall not enter into possession of the land until the final
determination of the action or other proceeding.

(4) This section shall not apply to applications for writs of assistance made upon behalf of the state or
grantees thereof.

Sec. 142a. If a grantee, mortgagee, or person in possession fails to redeem the land within the 6 months,
as prescribed in sections 140, 141, and 142, within 30 days after the expiration of the 6-month redemption
period, the county treasurer shall cause to be recorded in the office of the register of deeds for the county in
which the land is situated, in a record to be provided for that purpose, a copy of the notice and proof of
service thereof, duly certified by the county treasurer in whose office the notice and proof of service is
filed. This record shall be prima facie evidence in all courts and tribunals that the purchaser is the owner of
the land under the purchase. The county treasurer shall be entitled to a fee of 50 cents for filing the notice
and to additional fees as provided by law for making the copy and certifying to the making of the copy.
The county treasurer shall be entitled to a fee of 50 cents for recording the copy of notice and proof
service and shall collect from the purchaser under the sale or deed the recording fee of the register o.
deeds. The register of deeds shall be entitled to the same fees for recording the copy as is provided by law
for recording deeds of conveyance and other instruments.

Section 2. Sections 140, 140a, 141, 142 and 142a of this amendatory act shall take effect May 1, 1979.

Ibis act L ordeied to take immediate effect.

Secretary of the Senate.

Approved ...

Governor.



Bill No.:

Purpose
of Bill:

Problem
Statement:

FISCAL NOTE

. FISCAL
Appendix F . o
Senate Office Building

H.B. 5063 5 Date: 2/23/79

(P.A. 529 of 1978) .
Q Analyst: T. Ferris

Phone: 373-2767

To amend Chapter 1 of Act No. 202 of the Public Acts of 1943,

being the "Municipal Finance Act", by adding Section 4.
Specifically, to exempt obligations that are authorized by the
governing body of a local government unit before December 23, 1978,
from the requirements of Section 6 and 31 of Article IX of the
State Constitution of 1963, as amended by the electors at the
November general election of 1978, provided that the prospective
issue is received by the Municipal Finance Commission for their
approval before December 23, 1979.

Proposal E (the Tax-Expenditure Limitation amendment to the State
Constitution of 1963) was approved by the electors in November of
1978. Among other things, the amendment added Section 31 to
Article 11X and placed certain restrictions on local taxing power.
The second paragraph of Section 31 states:

"The limitations of this section shall not apply to

taxes imposed for the payment of principal and interest

on bonds or other evidence of indebtedness or for the
payment of assessments on contract obligations in
anticipation of which bonds are issued which were
authorized prior to the effective date of this amendment.”
[emphasis added)

Section 34 of the amendment requires the Legislature to implement
the provisions contained in Section 25 through 33 of the amendment.
This bill seeks to implement the paragraph of Section 31 that is
cited above.

The key phrase is the last portion of the paragraph, which is
underlined above. In order to be exempt from the requirement

of local voter approval, the bonds which are issued must have

been authorized prior to the "effective date"™ of the amendment.
According to Section 1 of Article X1l of the State Constitution of
1963 the effective date of an amendment to the Constitution is 45
days after the election at which it was approved. In the case

of the tax-expenditure limit and other amendments to the
Constitution approved in November, the effective date is

December 23, 1978.

-41-



........................ FISCAL NOTE
CONTINUED

Bill No.: H.B. 5063
(P.A. 529 of 1978)

Fiscal Impacts:

State
Govt: None.
Local
Govt: The taxes levied to support non-voted debt may be

other debt purposes when the old debt (authorized
December 23, 1978) 1is fully amortized. It is not
the tax authorization can survive beyond the life
original issue without voter approval.

~42-
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Act No. 529
Public Acts of 1978
Approved by Governor
December 21, 7978

STATE OF MICHIGAN
79TH LEGISLATURE
REGULAR SESSION OF 1978

Introduced by Reps. Trim, Gast and Thomas H. Brown

ENROLLED HOUSE BILL No. 5083

AN ACT to amend chapter 1 of Act No. 202 of the Public Acts of 1913 entitled as amended “An act
relative to the borrowing of money by municipalities, and the issuance of bonds, notes and certificates of
indebtedness; to provide for tax levies and sinking funds; to create the municipal finance commission, and
to prescribe its powers and duties; to create an advisory tax study committee, and to prescribe its powers
and duties; to prescribe penalties; and to repeal all acts and parts of acts inconsistent with the provisions of
this act,” being sections 131.1 to 131.3 of the Compiled Laws of 1970, by adding section 4.

The People of the State of Michigan enact:

Section 1. Chapter 1 of Act No. 202 of the Public Acts of 1943, being sections 131.1 to 131.3 of the
Compiled Laws of 1970, is amended by adding section 4 to read as follows:

CHAPTER 1

Sec. 4. If before December 23, 1978, the governing body of a municipality adopts an ordinance or
resolution directing that obligations be issued and establishing the terms of the proposed obligations, except
the rates of interest on those obligations, and an application for approval of the obligations is made to the
municipal finance commission by December 22,1979, the obligations directed to be issued by the ordinance
or resolution shall be considered for the purposes of the state constitution of 1963 to have been authorized
before the addition of the second paragraph of section 31 of article 9 and the amendment to section 6 of
article 9, as approved by the electors at the November general election of 1978, became part of the state
constitution of 1953. If the obligations have been so authorized, the municipality may impose taxes without
limitation as to rate or amount for the payment of principal .and interest on the obligations or for the
payment of an assessment or contract obligation in anticipation of which the obligations are issued. The
ordinance or resolution directing that obligations be issued may be amended subsequent to December 22,
1978 to alter the terms of the proposed obligations, but the amendment shall not increase the principal
amount of the obligations to be issued or change the general purpose for which the obligations are issued.

(426)
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Appendix G

Taxpayers United Research Institute

P.0. BOX 1975 « FARMINGTON HILLS. MI 43010 -

For immediate Release

Contact: William Shaker
517-631-4535 or 517-636-0887

NEWS RELEASE

PROPOSAL ™5™ EXPLAINED

Drafters "notes explaining the intent of the Tax Limitation Amendment (Headlee)
were distributed to all members of the Michigan Legislature. The Legislature must
implement the amendment by passing enabling legislation. The sections of the
amendment dealing with local government went into effect on December 22, 1978, but

enabling legislation as yet has not been passed.

This 23 page document was released by William H. Shaker, the amendment 3
chief author. The other members of the amendment language committee were:
William Hanson, William Niskanen and Donald Reisig. Along with serving as the
Principal Draftsman for Proposal E, Shaker also authored the amendment”s
predecessor (Proposal C) which was narrowly defeated in the 1976 election. He is

also the founder of the Michigan Tax Limitation movement and organizer and founder

of Taxpayers United.

The draftsmans® notes also include a list of 42 people who served as members
of the Drafting Advisory Committee and as consultants. This list included:
Taxpayers United Chairman Richard Headlee, former presidential advisor
Paul McCracken, Richard O"Neill of The Michigan Association of Realtors, James
Barrett of the Michigan State Chamber of Commerce, and Taxpayers Federation of

Michigan President Allan Schmid.

The drafters™ notes begin:
"The spirit of the times from which this proposal grew was the Tax Revolt®" and

itwas the drafters® clear intent that the Tax Limitation Amendment be so

interpreted.”

-MORE -
-45-



Shaker said: "The drafters' intent was to place the total dollar sire of Michigan-
public sector under direct popular democracy while retaining the best features of
representative democracy.”

Shaker said that he is concerned by news reports from Lansing regarding variou
legislative proposals for implementing the amendment. He said that the majority of m
"official commission" appointed by the Governor to recommend implementing legisiat
was composed of people violently opposed the the amendment.

Among other things, the amendment requires a reduction of property tar rates v
ever assessed values of property in a community increase faster than inflation. Shal
saix "one of the more ridiculous proposals of the 'official commission' is to reduce
rates, as required by the amendment, for the first year, but then let tar rates go ha
to their previous rates in the following years." He said: " letting tar rates go back u
after the first year would accomplish absolutely nothing and is positively prohibited '
amendment."

" Such arrogant disregard for the will of the people would surely be met with cour
challenges and, if necessary, another state-wide petition drive,"” he naid.

Shaker concluded that he is hopeful that the Legislature will pay close attention to
intent of the amendment drafters, study the drafters' notes in detail, and heed the will
Michigan voters as expressed when they approved Tax Limitation last November.

-u 4x 41
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Taxpayers United Research Institute

P.O. BOX 1078 « FARMINGTON HILLS. MI -J8018 «
February-15, 1979

DRAFTERS®" NOTES - TAX LIMITATION AMENDMENT

(Proposal E, approved by the electors cn November 7, 1978, as an
Amendment to the Michigan Constitution of 1963.)

The following notes provide an explanation of the drafters® intent
in the formulation of this amendment;

XJJ.

William H. SEaker, P.E.
PRINCIPAL DRAFTSMAN

1218 Holyrood Street
Midland, Michigan 48640
517-636-0887 or 517-631-4535

Drafting Advisory Committee: Advisors/Consultants:

Larry Andrick Eldon Andrews (1974)

Walter Averill, M.D. Stanley Beattie, Esq. (1978)

E. James Barrett Louis Cramton (1974)

Noel Black Richard Durant, Esq. (1974, 1978)
Mary Bourdon Russell Gould, Esq. (1974)
Richard Carncross Gene Heck (1974)

Henry Dodge Walker Henry, Esq. (1974)
*William Hanson Norman Hughes (1974)

Richard Headlee Dwight Johnson (1974)

Roy Jones Richard Mclllan, Esq. (1978)

Fred Keister Roger Needham, Esq. (1974)

Howard Ledbetter William Nicholson (1978)

Robert Lee L. Brooks Patterson, Esqg. (1978)
Jeff Leib, Esq. Robert Pickup (1974, 1978)

Paul McCracken, Ph.D Robert Queller (1974, 1978)
*William Niskanen, Ph.D *Donald Reisig, Esg. (1978)
Richard O0"Neill Thomas Sharpe (1974)

Thomas Ritter William Craig Stubblebine (1974, 1978)
Al Schmid, Esqg. Lewis K. Uhler (1974, 1978)

Michael Sessa

*William H. Shaker, P.E.
Flora Whan

Harry Veryser

*Language Committee



Drafters* Notes - Tax Limitation Amendment (Proposal E,
approved by the electors on November 7, 1978, as an Amendment

to the Michigan Constitution of 1963.)

The spirit of the times from which this proposal grew was the
"tax revolt” and it was the drafters® clear intent that the

Tax Limitation Amendment be so interpreted.

The drafters®™ intent was to make the minimal changes from i
Proposal C (a similar tax limitation constitutional amendment
which was drafted in 1974 and appeared on the 1976 Michigan
general election ballot; but not approved by the electors at
that time), consistent with adding more definitional specifi—
city and strengthening provisions dealing with local taxation.
The lanaguage of Proposal E is attached to these notes as

Appendix 1 and, for historical comparison, Proposal C 1is

attached as Appendix 2.

The section numbers refer to the section numbers of Article 9,

labeled Proposal E in Appendix 1.

Section 25

The Preamble to the Amendment, Section 25, serves as a summary

of Sections 26 through 34, inclusive and Section 6, as

amended; and spells out that the objectives, purposes, and



intent of the drafters, petitioners and the voters are clearly
to place specifically defined limitations on the revenues of
both state and local governmental units and to place these
limits under the direct and absolute control of the voters.

It is also clear from the remaining sections that "limitations
specified herein™ mean tax and revenue levels existing at the
effective dates of the amendment: October 1, 1980 for
Sections 26, 27, 28 and December 22, 1978, for Sections 29
through 34, 1inclusive and Section 6, as amended. It was
clearly not the intent to require voter approval of annual
state budgets. The intent of "limitations specified herein”
is explained with specificity in these notes, as they deal

with each specific section.

Section 25 specifically prohibits the state from circumventing
the intent of the amendment by shifting tax burdens from the
state to local governmental levels. Any action by the state
which would result, directly or indirectly, 1in increased local

taxation through a shift in funding responsibility 1is clearly

prohibited by this Section.

This Section and Sections 26 through 34, 1inclusive, together
with Section 6, as amended, were 1intended to strengthen the
process of direct voter approval over total taxation and

spending levels; and it was intended that the legislative,
judiciary, and administrative branches of government be so

guided.



In essence, the drafters ” intent was to place the total dollar,
size of Michigan®s public sector 1 der direct popular
democracy while retaining the best features of representative
democracy, vis-a-vis the allocation o{ resources within the

voter approved overall spending limitations.

Section 26

This section defines the state revenue limit. The revenue
limit is expressed in terms of the ratio of total state
revenues, excluding federal aid and taxes levied for specific,
debt service in FY 1978-1979 over the personal 1income 1in
calendar 1977 times the relevant income base. This avoids us
of a specific percentage (such as 8.3%, as in Proposal C) and
the charge that there would be a reduction if the limit were

effective at that time.

There was strong sentiment that this percentage should be
rolled back over a period of time; but the concensus was that

a roll back was conceptually different and should be handled

later with an independent amendment.

Section 33 defines "total state revenues"™ to include, all
general and special revenues, excluding federal aid, as .
defined in the budget message of the governor for FY 1978-

1979. It was the drafters®” intent for the definition of



"total state revenues™ to be all inclusive, including revenues
from licenses and permits and any and all other sources,
except those revenue sources explicitly excluded by language
in the amendment itself. It was the drafters®™ 1intent that any
and all future revenues be treated like any revenues that
exist upon approval of the amendment and be subject to the
limit. Taxes 1imposed for the payment of principal and
interest on bonds, approved by the voters and authorized under
Section 15 of this article and loans to school districts
authorized under Section 15 of this article, are excluded from
the revenue limitation established in Section 26. Such taxes
and federal aid are excluded both from the calculation of the
1978-79 revenue limit ratio and from the revenue linmit

computation 1in subsequent years.

In drafting this Section, there was concern regarding the
danger of voting 1in November, 1978, on a proposal which uses
revenues in 1978-1979 as a percentage of 1977 personal 1income
as the limitation, since if the amendment were approved, the
legislature would have the opportunity to increase taxes
following the November election 1in order to build up the
ratio. It was the drafters® intent that this not happen and
the general consensus was that such a tax increase would be
politically unlikely, and that 1if the legislature were so
arrogant as to increase taxes fTollowing approval of the tax

limitation amendment, that there would be an immediate
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petition drive that would result in technical amendments which

would reduce the percentage limitation.

Directly or indirectly federally mandated spending 1increases
are not exempted from the provisions of this section. It is
the concensus that any problems arising, from such federal
requirements would be cured later on by a federal tax

limitation amendment.

This section requires pro rata refunds to taxpayers in the
event that revenues exceed the dollar amount of the revenue
limit by 1% or more of the limit. IT the excess were less
than 1% of the revenue limit, .the excess can be either
refunded pro rata, or placed in the budget stabilization fund,
as determined by the legislature. IfT the excess of revenues
were greater than 1% of the revenue limit, a transfer to the
budget stabilization fund out of excess revenues is prohibited
and all of the dollars in excess of the limit must be refunded
on a pro rata basis. The drafters 7 intent 1in designing the 1%
cushion was to minimize the administrative expense relating to

tax refunds.

The pro rata provision was designed to prevent the legislature

from indirectly creating a graduated 1income tax through over
taxation followed by various refunding schemes, other than

pro rata.



Section 27

This section defines conditions by which the revenue and
spending limitations may be exceeded. Declaration of an
emergency requires executive action and this section requires
that an emergency must, be declared by the Governor and
approved by a two-thirds vote of members of each house. The
procedures for an emerger ~y declaration and approval are very

specific in order to prevent the abuse of this section.

Section 28

This section provides for a balanced budget and reinforces the
present constitutional requirement for a balanced budget.

Past practices designed to avoid the constitutional balanced
budget requirements, such as extending the fiscal year, are
precluded by this section. Surplus 1is intended to include
budget stabilization monies, permitting financing a budget
stabilization fund within the revenue limit established in
Section 26. It v;as not the drafters ” intent to any way
prohibit the creation of the budget stabilization fund within
the limit, or to include budget stabilization funds from prior

years within the revenue limitation formula.



Section 29

It was the drafters®™ intent to include all necessary state
mandated cost increases 1in this provision, including but not
limited to: ~changes 1in general law which increase local
governmental costs, e.g., increases in the state minimum wage
law; changes 1in the civil and criminal statutes, e.g.,
mandatory sentencing; federally encouraged changes 1in state
law, e.g., unemployment compensation coverage; collective
bargaining or compulsory arbitration mandates, land use
regulations, etc. It was the drafters®™ 1intent that the words
"activity or service" Dbe broadly defined to require that the
state pay for all costs mandated by state law or state
directive after December 22, 1978. This section requires
reimbursements to local units for necessary new costs from all
state mandates requiring action after December 22, 1978. Such
interpretation is also required by Section 25 which prohibits
the state from requiring any new or expanded activities by
local governments without full state financing...or from
shifting the tax burden to local government. The phrase
"required by existing law,” 1is used to clarify the authority
of the State to require local governments to increase their
activities up to standards established by existing law without*-

additional reimbursements. However, new" administrative

interpretation of existing law would require reimbursement.



"Necessary costs"™ means that the legislature may establish
some criteria to determine effectiveness, such as average
costs, state-wide. It was 1intended that the legislature
implement this section through appropriate legislation,
including appropriations to cover the necessary costs for
mandated activity or service. No mandated activity or service
should be legally binding on any local unit until the
appropriations for such mandated activity or service 1is made

and disbursed to the applicable local units.

The state 1is prohibited from reducing the state financed
proportion of specific existing activities or services below
that proportion funded by the state in the base year, i.e.,
fiscal year 1978-1979. It was the drafters®" intent that the
phrase ™"any existing activity or service required of Local
Government by state law"” be broadly construed to mean all
activities or services performed by Local Government as a
result of the State Constitution, state statute or state
regulation, e.g., public elementary and secondary schools as
defined by law. This provision does not guarantee, for
example, that the proportion of state expenditures paid to a
specific school district cannot be reduced. It does mean,
however, that the proportion of state funding going to school
districts, state-wide, for public elementary and secondary

education shall not be reduced.
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The State is prohibited from reducing the state financed
proportion of existing specific programs required of local
governments by state law or state directive. Future mandated
programs shall be fully funded. It seeks to obviate any
temptation the state might have to fund a new mandated progra
(e.g., rapid transit) by shifting funds from a previously

mandated program (e.g., K-12 education).

This section does not necessarily prevent the state from :
shifting funds from general and unrestricted revenue sharing
to the funding of a state mandated activity but it does

prohibit shifting funds from state mandated programs unless

the mandate for such programs is eliminated.

Section 30

The primary intent of this section was to prevent a shift 1in
tax burden, either directly or indirectly from state to local
responsibility. The phrase "taken as a group"” permits the
legislature to reallocate funds to local units of government,
i.e., geographically or from one unit to another. It was the
drafters”™ intent to rely on the political process to effect
such allocations and not to limit the legislature®s ability ftc
create more effective and efficient governmental entities or.

to eliminate those local units which no longer serve any

utilitarian purpose.



Additional or expanded activities mandated by the state, as
described 1in Section 29 would tend to increase the proportion
of total state spending paid to local government above that

level in effect when this section becomes effective.

Section 31

Section 31 begins: "Units of Local Government are hereby
prohibited from levying any tax not authorized by law or
charter when this section 1is ratified or from increasing the
rate of an existing tax above that rate authorized by law or
charter when this section 1is ratified, without approval of a
majority of the qualified electors of that Local Government
voting thereon.” This sentence was intended to prohibit local
units from levying any new tax that might be authorized after
the effective date of the amendment without voter approval.

It also was 1intended to prohibit any local unit from
increasing the rate of an existing tax beyond the limit
established by law or charter after the effective date of the

amendment.

However, the 1intent of the wording was to permit Local units
to retain those taxing powers they had by state law or local
charter prior to the effective date of the amendment. Thus, a
Local unit that was not levying or 1imposing the full amount of

its taxing authority at the time of the effective date of the
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amendment would continue to be able to exercise such power
after the effective date of the amendment. For example, a
city with a 20 mill limit in its charter that only levied

15 mills 1in 1978 could 1increase 1its raillage rate up to its

20 mill charter limit without again going to the voters for
approval. Likewise, a school district that had voter approval
to levy extra voted millage at the time of adoption could
increase its millage rate up to the amount authorized without
again seeking voter approval, even though the maximum millage

authorized might not have been levied in 1978.

Industrial facility taxes levied under authority of Public

Act 198 of 1974 are taxes that "were authorized by law™ when
Section 31 would go into effect, and therefore, would be

exempt from the local vote requirement.

The first paragraph of Section 31 provides that as assessed
value 1is increased, the millage authorized for the taxing unit
must be decreased in equal proportion to the increased
assessment, with the only increase 1in revenue allowed from
existing property being determined by the Consumers Price

Index for the United States as reported by the United States

Department of Labor.

The rollback provision of this section reads:
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"...if assessed valuation of property as finally
equalized, excluding the value of new construction and
improvements, 1increases by a larger percentage than the
increase in the general price level from the previous
year, the maximum authorized rate applied thereto in each
unit of local government shall be reduced to yield the
same gross revenue from existing property, adjusted for
changes 1in the general price level, as could have been
collected at the existing authorized rate on the prior
assessed value...". (emphasis added) "Existing
authorized rate™ was intended to refer to "maximum rate
authorized by law or charter” when this Section 1is

ratified.

This section recognizes that 1in many communities, property tax
revenues have 1increased rapidly, without any increase 1in tax
rates, due to the rapid increase in assessments. It was the
drafters® intent to assure that tax revenues on existing
property not increase faster than the general U.S. inflation
rate, regardless of increases in assessments, without local
voter approval. The growth of property taxes on existing

property 1in a taxing unit is limited to the rate of inflation.

For particular years in which assessed valuation of property
as finally equalized (excluding new construction) exceeds

inflation the maximum tax rate authorized by law or charter



shall be rolled back to yield the same, gross revenue from
existing property (adjusted for inflation) as could have been
collected at the existing authorized rate on the prior
assessed value. The iterit of the underlined phrase was to
roll back the "maximum rate authorized by law or charter,”
even though the unit® may have been levying a lesser rate. A
key operative word 1in the phrase is "could.” The effect of
this provision shall be a continual ratcheting downward of
maximum authorized tax rates whenever assessed values exceed

inflation.

This section only operates to reduce maximum authorized tax
rates in years in which assessed values, as finally equalized,
increase faster than inflation. It does not allow "rolled
back™ rates to be increased under any conditions without voter
approval. This 1is illustrated for a taxing unit in the
following hypothetical example. (Exhibit 1) Presmises: the
"maximum authorized rate”™ 1is 10 mills; spread rate (the
millage levied in 1978) was 9 mills; assume the taxing
authority continues to levy the same millage that it was

levying in 1978 (9 mills) until the "maximum authorized rate"”

reaches a lesser level.



Year

1978
1979
1980
1981
1982
1983
1984
1985

Assessed
Value
(S.E.V.)

$20,000,000
$23,400,000
$24,102,000
$25,789,140
$29,657,511
$35,589,013
$38,080,244
$41,888,269

-15-

Change
in Annual
Assessed Maximum Property
Value Authorized Spread Tax
(S.E.V.) Inflation Tax Rate Rate Savinas
10.00 mills 9.00
17% 9% 9.32 mills 9.00 —
3% 7% 9.32 mills 9.00 —
7% 12% 9.32 mills 9.00 —
15% 8% 8.75 mills 8.75 $ 7,415
20% 10% 8.02 mills 8.02 $34,877
7% 7% 8.02 mills 8.02 $37,318
10% 7% 7.80 mills 7.80 $50,216

*Annual savings 1is calculated based on the difference
between 1978 spread rate and the "maximum authorized

tax rate."

Annual savings in this example would be

larger if i1t were assumed that the local governing
body, in the absence of Tax Limitation, had spread

taxes at the

"maximum authorized rate"™ 1in 1979, 1980

and 1981, 1instead of continuing to spread at the 1978

level.

Exhibit 1

The impact of this provision 1is further i1llustrated in the

attached table

(Exhibit 2) which shows the 1impact on a taxing

jurisdiction with a market value of $20 million in 1968, with

S.E.V. increases, 1inflation rate and millage levy as shown 1in

the table.

is assumed that the taxing jurisdiction 1is

levying the maximum authorized rate for the purposes of this

example.

It was clearly the drafters®™ intent that whenever a "maximum

tax rate authorized by law or charter™ is rolled back, the

"rolled back"

rate becomes th<;

new" maximum authorized rate,
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which will then serve as the base from which the next rollback
would be calculated. Once a tax rate is rolled back under
this section, it shall never be increased without voter

approval.

A key phrase in this section is "rate authorized by law or
charter.” Local government officials would retain the
authority to increase tax rates to the maximum rates
authorized "by law or charter,”™ even 1if such maximum rates are
not presently levied. This does not change their present
authority, with the exception that "maximum rates authorized"”
would be rolled back, over time, whenever assessed valuation
of property as finally equalized (presently defined as S.E.V.)
increases more than inflation. This section assures local
voter control of the maximum authorized rates and the revenues

generated at these rates.

"Rate authorized by law or charter”™ was selected rather than
"rate existing at time of ratification”™ (the spread rate)
because the drafters®™ 1intent was not to penalize the taxing
authorities that were efficient enough to operate at less than
their maximum authorized levels or who may have reduced
millage due to some unusual circumstances below the authorized
level. Furthermore, it was recognized that those maximum
rates had been previously approved by voters and therefore,
such an approach is consistent with the intent of the

amendment.
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To reiterate, it was the clear and absolute intention of th
.
drafters to require that all property and local taxation bej
under direct voter control. In no way does this section a~*
for millage rolled back under this section to be restored

without approval by a majority of the electors of the unit

affected and voting thereon.

%his section permits, but does not require the legislature
mandate, through enabling legislation, that a lower tax rat
than "authorized by law or charter”™ be established, such as
that tax rate in each unit effective on December 22, 1978.
Although specification of this approach is not mandated, it
clearly would be within the spirit of the tax revolt, from
which this amendment sprang, to do so. In retrospect, it i
noted that Proposal E ballot language stated "...the propos
amendment would...prohibit local government from adding new
increasing existing taxes without voter approval.¥ Emphasi;
added. The legislature and the courts should be guided by t

perception of the electorate 1in passing the amendment.

"The value of new construction and improvements” clearly mean
only new physical construction. Any increase in value because
1
of zoning changes or for any other reason are not within the,<
meaning of "new construction and 1improvements." New construc-—

tion 1is intended to mean the amount of newly constructed

property less losses. Failure to adjust for losses would
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allow taxes on existing property to increase faster than
inflation which 1is clearly contrary to the intent of this

section.

The second paragraph of Section 31 was included by the
drafters to protect the rights of the holders of bonds which
had been properly 1issued and authorized prior to the effective
date of the amendment. It was also intended to assure those
bondholders that the constitutional amendment would not be
applied retroactively to bonds 1issued and authorized prior to
the effective date of the amendment. It was the intention of
the drafters that this paragraph would apply only to completed
transactions, 1i.e. to bonds 1issued and authorized, prior to

the effective date of the amendment.

The drafters were very careful to spell out that the
limitations provided 1in Section 31 in paragraph 1 did not
apply to taxes that had been previously imposed for bonds that
were 1issued and properly authorized prior to the effective
date of the amendment. The drafters also recognized that if
bonds had been improperly authorized and issued, prior to the
effective date of the amendment, the bonds might be set aside
or voided through litigation. It was not the intention of the
drafters to protect the defective bonds from litigation or to

prohibit such litigation.
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Paragraph 2 of Section 31 was not in any manner or fashion
intended to limit Article 9, Section 6 of the Tax Limitation-
amendment. Paragraph 2 of Section 31 was written totally
independent of and separate from Article 9 Section 6 and had
as its only intention the guaranteeing of contractual rights
of individuals who had purchased bonds that were properly
issued and authorized, 1i.e. completed, prior to the effective
date of the amendment so that they would be protected from a
reduction in millage under the provisions of paragraph 1 of
Section 31. It was the clear intention of the drafters to
prohibit the 1issuing or authorization of any unlimited tax
obligation bonds in the State of Michigan after the effective

date of this amendment without a vote of the electors.

Section 32

Any taxpayer of the state shall have standing to bring suit
with original jurisdiction in the Michigan Court of Appeals to

enforce the provisions of this amendment.

By costs, the drafters meant all expenses 1incurred in maintain—
ing such suit, including, but not limited to filing fees,
service fees, witness fees, discovery expenses, attorney fees

and reasonable reimbursement for plaintiffs®™ time and travel.



Section 34

The legislature must implement the provisions of Sections 25
through 33, inclusive. It is the intent that state law be the
authority for implementing the additions to this article and
extension of legislative authority to any department, agency,

etc., shall not occur.

Section 6

The drafting of Article 9, Section 6 changed only the wording
in paragraph 2 of Section 6. The former wording of para—
graph 2 Section 6 excluded certain taxes from the limitations
provided 1in paragraph 1 Section 6 of the 1963 Constitution.
All the limitations contained in the 1963 Constitution 1in
paragraph 1 Section 6 were retained. The intent, and the only
intent of paragraph 2 Section 6 was to require a vote by the
people before any taxes could be imposed over and above the
limitations contained 1in paragraph 1 Section 6. The changes
in paragraph 2 Section 6 were intended specifically to
prohibit the imposition of any taxes for the payment of
principal and interest on bonds or other evidence of
indebtedness, or for the payment of assessments or contract
obligations 1in anticipation of which bonds are 1issued, which
require the imposition of xes over and above the limits set

forth in paragraph 1 Section 6 unless the qualified electors



-21-

of the political subdivision wherein such taxes are to be
imposed have approved through an election in that district th~
issuance of obligations that would require the levy of
property taxes that would be in excess of said limits

contained 1in paragraph 1 Section 6.

In paragraph 2 of Section 6 the drafters also imposed the
limitations under Sections 25 through 34 of Article 9 on any
taxes imposed for any other purpose, thus requiring that any
increase in taxation of property in the State of Michigan
shall not be allowed without the approval of the qualified
electors of whatever entity attempts to increase such property

taxes.

The drafters felt that the 1963 Constitution allowed govern—
mental units to increase property taxes for the purposes
listed in paragraph 2 of Section 6 over and above the
limitations contained 1in paragraph 1 Section 5 without any
direct control of such taxes that would exceed the limits 1in
paragraph 1 Section 6, by the electors of any political sub-—
division, etc. The drafters®™ 1intent was to stop this
situation and return to the people full control of all
property taxation amounts that would exceed the.limitations

set forth 1in Section 6, paragraph 1.

It was understood by the drafters that any taxes levied under

Section 6, paragraph 1 and within the limitations contained



therein could be used for any purpose consistent with the
Constitution and the laws of the State of Michigan, 1including
the payment of principal and interest on bonds or other
evidence of indebtedness or for the payment of assessments or
contract obligation 1in anticipation of which bonds were
issued. To reiterate, it was the sole intention of the
drafters of Article 9 Section 6 to require that all taxation
of property be subject to approval by the qualified electors

of whatever entity seeking to impose such property tax.



appendix 1

PROPOSAL E ( 1978 )

INITIATTVE PETITION
AMENDMENT TO THE CONSTITUTION

PROPOSED CONSTTTONONAL aMENDMENT
ADDING SECTIONS 25,26.27,25.29,30.31,32.33,*34 TO ARTICLE DCAND AMENDINC SECTION 6 OF ARTICLE DC

Arid* DC of the Michigan Coiatitatioo it hereby MwtxUd by adding Section* 25, 25, 27, 23, 29. 30, 31. 32, 33. A 34. and by amending Seetws 6.
acL Stiora and amendments to rod a foOowj:

Sec. 23. Property m a and otbs local Baas and sat* taxation and spending may not b* increased dorr the limitation! roeofied herein without direct *
approval The ttitr it prohibited from rtquirmj any pew cr expanded aco*tae» by tool governments without full suta finaao-x. from reducing tha proper
of naze spending to tha form of aid to local goveromenn, or Crora shifting lit ox burden to local government. A prtynrwn ‘or cacrgmr* conditio
eséablishedfar&d the (rjepayment of tntn approved bonded indebtednaa a p an ntwd. implementation of this section is spedtwd utSectsozu 24 through
indasrra, of ids Arad*.

Sec, 26. Thera it hereby a tablebed a lima on tha total amount of taxes which may be in posed by the legislature in any fiscal year on the taxpayer-,A-'
state. This limit stall not b* chanted withoutapprovii of the majority of tha qualified electors vonng thereon. as provided for in Article 12 of ih« Ccnniro
Efieajv* with fiscal year 1979-1980. and for each fiscal year thereafter, the ®gulatur# shall not mpose taxes of any kind which, together with ail othet rr-
ot' tha suta. federal sd excluded, acted tha rrvtsiu* limit csublished in tha section. The revenue Utnttshall be equal to the product of (he ratio of Total
Revenues in fiscal year 1973-1979 diridad by the Personal Income of Miccgaa in calendar year 1977 multiplied by the Personal Income of Mtchi®n in
the prior caimdar year or the average of Personal Income of Michigan in the previous three Calendar years, whichever o ptater.

For any fiscal year in the event that Total State Revenues exceed ;h» revenue limit csublished in ihu section by 1% or more, the excess revenue,
refunded pro an based on th* liability reputed on the Michigan income tax and smde business ox (or its successor tax or uses) annual retuna filed
til* doe* (u such fiscal year, if tha esceas a lass than 15, this excess msv be transferred to thaSuit Budget Stabilesnon Fund.

The revenue limitation cstaMishtd in this section shall not apply to taxes imposed for the payment of pttacnal and intern] on bonds, approved -
voters and authorised under Section IS of thit Article, and loins to school dom en authorrxvd under Section 16 of tics Article.

If rtspottsildliry for funding a program or programs is transferred from on* lore! of government to another, as a consequence of conrthnop
amendment, the state revvoo* and spending limits may be adjusted to cccommodate suet :barge, provided that the tool revenue authorized for collarw .
both sate and local psremmeats does not exceed that amount which would have been authorced without such change.

5ee. 27. The revecoe Barit of Section 25 of this Artid* may be exceeded only ifall of th* following conditions are met; (1) The governorrequests th* legisliiiuv
to declare in emergency; (2) the request is specrfic as to tha nature of the cmerrcncy, the dollar amount of the emergency, and the method by w.meh the
emergency wiB be funded: aod (3) the legislature thereafter declares an emergency in accorslance with the specifies of the g-jvemor't request by a two-thirds vote
of the memben deeed to iDd tcmag in each house. The emergency must be deedsred in accordance with this secnon prior to incurring any of the expenses
which conto cut* the emergency request. The revenue limit may be exceeded only during the fiscal year for which the emergency isdeclared. In no event shall
any part of the amount representing a refund under Section 26 of this Article be the subject of an emergency request.

Sec. 23. No expenses of sate governmentshall be incurred inany fiscal year which exceed the sum of the revenue limit established in Sections 26and 27 of this
Araci* plus federal aid arid any surplus from a previous fiscal year.

Sec. 2d. The state is hereby prohibited Crora reJuan# tht sate financed proportion of the necessary costj of any existing activity or service required of units of
local Government by state law. A new activity or service or an increase in the level of any activity or service beyond that required by existing law shall not be
required by the legislature er any sure aeency of units of Lotrt Government, unless a state appropriation is made and disbursed to pay the umt of Local
Government for any necessary increased costs. The provisioBof ih j scenon shall not spply to costs incurred pursuant to Artide VI, Section 18.

Sec. 13. The proportion of total sot* spending paid to all umts of Local Government, taken as a group, shall not be reduced bdow that proportion in cffrcl in
focal year 1978-79.

Sec. 3t. Units of Local Government are hereby prohibited from levying any tax not authorised by bw or charter when this section is ratified or from increasing
the rare of an exiting tax above that ret* aathonred by law or charter when this section is ratified, without the approval of a majority of the qualified electors
of that unit of Local Government voting thereon, if the definsticn of the base of an exnong tax is broadened, the maximum authorized rate or taxation on the
new base in each urar of Local Government shall be reduced to yield the same estimated bob revenue as on the pnor base. If the assessed valuation of prooeny
as finally equalized, excluding th* value of new construction and improvements, increases by a larger pereenage than the increase in the General Price Level
from the previous year, the maximum authorized rate applied thereto in each unit of Local Government shall be reduced to yield the same press revenue from
exacng property, adjusted for changes in ihe General Pnce LevelL as .ould hare been collected at the existing authorized rate on the prior assessed value.

The limiMnora of this section shill not apply to taxes imposed for the payment of principal and interest on bonds or other evidence of indebtedness or
for the paymen. of assessments on contract obligations in anticipation of which bonds are issued wtuet were authorized pnor to the ciTeczrre date of thji

amendment.

Sec. 32. Any taxpayer of the stale shall have standing to bnng suit in the Michigan State Court or Appeals tociuoroe the prunaons of Sections 25 through 31.
inclusive, of this Artide and, if the suit a sustained, mall receive from the applicaole umt of government his costs incurred in maintaining such suit.

Sec. 33. Defininona. The definitions of this section shall apoly to Section 25 through 32 of Article DC. tnclusrve.

“Total State Revenues" includes all general and special revenues, excluding federal aid. as defined in the budget message of the governor for fiscal year
197S-1979. Total State Revemits shaQ exclude the unount ofany credits based on actual tax liabiJioes or the imputed tax components of rental payments, but
shall include iht amount of any credits not related to actual tax liacilioes. "Personal Income of Michigan" s the total income received by persons in Michigan
from all sources, is defined and officially reported by the United States Department of Commerce or us successor aeency. "Local Government" meins any
political tuodivtsion of She itate. including, but not restricted to. tchool districts, cities, villages. townships, ehvler townships, counuts. charter counties.
:uth 'tines created by the state, and authorities created by other umts of local government. “General Price Level" means the Consumer Price Index for the
United Slates as defined and officaliy reported by the United Stares Department of Laoor or us successor agency.

Sec. 3*. The Legislature ihali implement the provisions of Sections 25 through 33. inclusive, of thiJ Article.



APPENDIX 2

PPOPSAL C ( 1976 )

INITIATIVE PETITION '
AMENDMENT TO THE CONSTITUTION

PROPOSED CONSTITUTIONAL AMENDMENT ADDING
SECTIONS 25, 26. 27, 23, 29, 30, AND 31 TO ARTICLE DC

c-~ 75. Tha* is hereby egabSihed a limit on the total amount of txxex winch may be levied by tha Le~ilacura in
lay fijcal year on the taxpayer* of this Suta. Effective with tha first fiscal year brgmamg after tha ratification of this
Section, tad tot a eh fbai year thereafter, tha Legislature shall sot impose taxes of any fehvd which, together with all
other tcreams of the State, federal aid excluded, wall tool man man SJS of ths personal iscsms of Mich-yin for tha
previous fiscal year or ths average of personal lacome of Michigan for tha prrvioiu fire calendar years, whichever is
nearer. “Psreonal income of Michigan™ means the total income recalved br persons in Michigan from all sources, as
defined and officially reported by th* Unired Sum Departmentof Conmara or iu successor agency.

For any fiscal year, in tha event that Suta revenues, exfinding federal aid, do exceed 3 of tha personal incom*
of Michigan reported for th* previous fiscal year or tha avenge of personal income of Michigan for tha previous fiva
calendar years, whichever is greater, tha excess shall be refunded pro rata on th* hcome taxes annual returns filed

following the dove of mch fiscal yesr.

The Hmriation of this Section shall not apply to axes imposed for th* payment of prindpnl and interest cn bond*
or other evidence of indobednea authonud under Secnons IS and 16 of this Arade.

Sec. 76. The tax liarintion of Section 25 of this Artide may be exceeded only if all of die following conditions ara
raect'tT) ihe Governor request! th* Legislature to dedore an emergency; (2) the.request shall bo ipoctfie as to the
nature of the emergency, th* dollar amount of tho emergency, and ths method by which th* emergency wall be funded;
1d) upon leeuruig this request, th* Legislature declares an emergency, in iccorianca with tha specifies of tha
Governor's request, by t two-thirds vote of the members.dected to and serving m -teh house. Tit# emergency must be
declared in accordance with this Section pnor to mooring any of the expenses which consnruta the specific emergency
reccast. The tax linufttion nay be exceeded only for the fiscal year in which the emergency is dedared; in th* next and
subsequent fiscal years the tax limitation of Season 25 of this Ansd* shall again toJce effect. In no event shall any put
of tha amount repreamcng a refund under Suction 25 of this Artid* b# th* subject of any emergency request.

<ec. 27. No expense* of stat* government shall b* incused for any fiscal year which exceed in amount tha
revenu*rumicanons impoaed by Secnons 25 and 26 of this Artide.

Sec. 23. A new program or an increas* in tha level of seme* under an existing program shall not be required by tha
Lepaiitu.-c*of units of local government, of authorities created by th# stats, or of politacal subdivisions of tha sate,
unless a note appropriation is med* and disbursed sufficient to pay the local unit of government, at '--nty or polities!
whdivisson for die com of tha propars. Th* provisions of this Section shall not appiy to costs incu cd pursuant to

Amfie VI, Section IS.

Sec. 29. Tha proportion of suta revenue paid to all units of local government, authorities created by the state, and
pouucoi subdivisions of the-statc, taken ax a group, shall not be reduced below that proportion in effect when this

Section is adopted.

Sec. 30. Units of local government, authorities created by the state, and political subdivision? of the suta are
herecy prohibited from levying any tax not in existence when this Section is ratified or from increasv.g the rate or base
of existing taxes beyond levels authorized when this Section is ratified, without the aDproval of a majority of the
qualified electors of that local unit. authonry or political suodivisian voang thereon. The limitations of this Section
snall not apply to taxes imposed for the payment of principal and interest on bonas or other evidence of indebtedness
or for the payment of assesrments or contract oblisranons ui anticipation of which bonds are issued.

JSeinrjJAThe Lejtvature snail implement the provisions of Sections 25 liuough 30, indusivo. os’ thisAm de.



S?cnon £. (New language capiuliiedl Except as otherwise provided in this constitution. (he total amount of genera) ad valorem taxes Lnpowd upon real
"aruuie personal properly for aij purposes in any one year shall not exceed 15 mills on each dollar of the assessed valuation of property as sally equal:,
muer procedures provided by taw, which shall guarantee the right of initiative, separate tax limitations for an- county and for (he townshj-. and for sch
districts therein, the aggregate of which shall not exceed 18 nidls on each dollar of sucn valuation, may be adopted and thereafter altered hy ihe vote,
maionty of tho qualified electors of such county vountt thereon. in lieu of the limitation hereinbefore established. These limitations may be ncreased i
ajgrcialt of not to exceed 50 million each dollar of valuation, for a period of r.ot to exceed 20 years at any one time, if approved by a majority of the elcc
qualified under Section 6 of Article Il of this consrituoon. voon? on the question. d

The foregoing limitations shall not apply to taxes imposed for the payment of principal and in'eres* on oonds APPROVED BY THE ELEC RS
other evidences of indebtedness APPROVED BY THE ELECTORS or for the payment of assessments or contract obligations in anticipation of which U.nc»
issued APPROVED BY THE ELECTORS, which taxes may be imposed without limitation as to rate or amount: OR. SUBJECT TO THE PROVISIONS
SECTIONS 25 THROUGH 34 OF THIS ARTICIE. to taxes imposed for any other purpose by any city, village, charter county, charter township, cha
authonty or other authority, the tax limitations of which are provided by charter or by general law.

In any school district which extends into two or more counties, property taxes at Ihe highest rate available in the county which contains tho greatest |
of the area of the -iistnct may be imposed and collected for school purposes throughout the district.

PROVISIONS OF EXISTING CONSTmIiTION ALTERED OR ABROGATED BY THIS AMENDMENT IF ADOPTED
- ARTICLE DC.SECTION 6 -

Secrion ti. Except as otherwise provided in this constitution, tho total amount of general ad valorem taxes imposed upon real and tangible personal property
all purposes in any one year shall not exceed 15 mills on each dollar of the assessed valuation of property as finally equalised. Under procedures provided
law, which shall guarantee the right of initiative, separate tax limitations for any county and for the.towruhips and for school districts (herein, the aggrcea:
which shall not exceed 18 mills on each dollar of such valuation, may be adopted and thereafter altered by the vote of a majority of tho qualified elector
such county voting thereon, in lieu of the limitation hereinbefore csublished. These limitations may be increased to an aggregate of not to exceed 50 mill*
each dollar of valuation, for a period of r.ot to exceed 20 yean alany one time, if approved by a majority of the electors. quaUicd under Section 6 of Arttc-

of this constitution, voting on the question.

The foregoing limiutions shall nor apply to laxea Imposed for the payment of pr. eipal and ‘merest on bonds or other evidences of indebtedness or
the payment of assessments or contract obligations in anbdpao'on of which bonds are bsu a. v.mch taxes may be imposed without limiunon as to rate
amount: or to taxes imposed for any other purpose by the city, village, charier county, charter township, charter authority or other authority, the
limiDoons of which are provided by charter or by general bw.

In any school district which extends into two or more counties, property taxes st the highest role available in the county which contains the greatest p.
of the area of the district may be imposed and collected for school purposes throughout the districL
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Senator Edna DeVries. Chairman

IUlasba !s>tate "Legislature

S ena te Senator Ferguson. Vice Chairman
Senator Coghill
Senator Sturgulewski
Senator V. Fischer

Committee on

Official Business Juneau. Alaska 99811

Community anti Regional Affairs

February 20, 19S6

C&RA Committee Meeting

SB 369 -- An Act relating to fiscal notes for legislation
affecting a municipality
The bill was heard on February 13, with only Senators
Coghill and DeVries present; with Senator Sturgulewski

attending through teleconference.

Minor discussion was held with Senator Sturgulewski
making the comment that SB 369 was a top priority
item with the Municipal League.

Deputy Commissioner Smith stated that he would be glad
to discuss solutions to the problem and had three options
to explore with the Committee.

It was agreed that February 20 would be a work
session on the proposed legislation.

Attached is information obtained as to how this issue is handled
e 1sewhere.

Also attached: Ltr from Senator Sturgulewski
Fiscal note w/atoh from Dept C&RA

Comment of support from Fairbanks North Star
Borough

Excerpt from "Public Budgeting & Finance",
Autumn 1983 on fiscal note processes throughout
the states



Senator Edna DeVries. Chairman

Alaska Is>tate Hegtslature

Senate Senator Ferguson. Vice Chairman
Senator Coghill
Senator Sturgulewski
Senator V Fischer

Committee on
Juneau Alaska 99811
Community anti Regional Affairs

Official Business

February 20, 19S6

Telephone call to Senate Tiscal Agency, Michigan State

Legislature --——-- Lant.ng
The Senate Fiscal Agency provides fiscal notes on all bills
introduced that have a fiscal impact on State funding and/or
local government funding. The Agency also provides general

information if legislation significantly impacts the private
sector. This policy/procedure has been in effect for more

than 10 years.

In 1978 Michigan passed a constitutional amendment (The Headley
Amendment) that requires the state to fund any program/function
imposed on local government by the State. The effect of the
constitutional amendment has P'-t significantly increased State
spending: but it has resulted in the inclusion of an optional
provision for most legislation that has a fiscal impact on

local government.

The Michigan State Legislature has:

38 Senate Members

110 House Mernbers
Both the House and the Senate have Fiscal Agencies. The Senate
Fiscal Agency has a staff of 35; 23 of whom are fiscal analysts.

YA:2/20/86



&lafka is>tatc legislature

SENATOR 1=r SHEi DOS JACKSON STREE T
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Senate
MEMORANDUM January 21, 1986
TO: Senator Edna DeVries, Chairman

Community and Regional Affairs Committee

FROM: Senator Arliss Sturgulewski/jt
Senate District F /
RE: "An Act relating to fiscal notes for legislation affecting a

municipality.”

As you know, one of the priority legislative requests of the Alaska
Municipal League has been and is for a bill outlining fiscal impacts on
municipalities as a result of state legislation. A number of years ago, |1
had such legislation introduced as a result of work done by a joint
committee of the House and Senate Community and Regional Affairs Committee.
The legislation did not pass.

The need for this legislation still exists and will be ever more important
as state revenues decline and additional burdens are thrown to

municipalities. J would welcome sponsorship by the Senate Community and
Regional Affairs Committee on legislation as attached, Work Draft 14-1601.
I look forward to further discussion of this item in Committee. 1

appreciate your consideration.

Enclosure
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ly ] S/it SHEFFIELD, GOVERNOR

DEPT. OF COMMUNITY & REGIONAL AFFAIRS 1 POUCHB
JUNEAU. ALASKA 99311
PHONE: (907) 465-4700

OFFICE OF THE COMMISSIONER
£ 949 E. 36TH AVENUE, SUITE 400

February 12 1936 ANCHORAGE. ALASKA 99508
’ PHONE: (907) 563-1073

POSITION PAPER
RE: Senate Bill 369
SPONSOR: Senate Community and Regional Affairs Committee
Program Effects of Bill
See below.
Comments:

The Department strongly supports the concept of providing
municipalities with information on potential fiscal impacts at
the 1local level. We do not believe, however, Senate Bill 369
provides the most effective vehicle for accomplishing that goal.

As we read Senate Bill 369, the Department would be required to
carefully review virtually every bill introduced each
legislative session to ascertain whether there might oe fiscal
impacts to municipalities, 1in the event those bills would be
adopted. It would not be feasiDle for the Department to employ
personnel who would be expert 1in the technical matters managed
daily by the fifteen departments of State government.
Therefore, in estimating these fiscal 1impacts, the Department
would have to consult at lengtn with many other State agencies,
as well as individual municipalities.

At the present time, 887 bills have been introduced, with more

being introduced each week. Clearly, the task of reviewing
those bills and making substantive decisions 1in regard to their
impacts on municipal governments would be enormous. In

addition, there 1is the question of whether the State of Alaska
might assume some Jlegal liability for the accuracy of these
fiscal notes snould the bill become law. These things
considered, we believe a number of higher level professionals,
along with support staff, snould be hired to do this work.
Certainly we are concerned with this potential -expansion of
State government considering the current decline in State
revenues. Additionally we are concerned that even higher level
professionals might not be able to produce reliable and
defensible fiscal estimates on 1impacts not related to their own
fields of expertise.

21-P1LH



Senate Bill 369
February 2, 1986
Page 2

We believe it would be more appropriate for municipalities to
work with an organization such as the Alaska Municipal League
in estimating fiscal impacts which might result from State

legislation. Individual municipalities, in most cases, would
be atle to estimate those impacts more accurately oecause of
their greater familiarity with their own communities. Their

concerns could then be conveyed to tne Legislature through
their spokesperson 1in Juneau.

Given the difficulties produced by current Jlanguage 1in tne
bill, and considering the level of the fiscal note for 1its
operation, we cannot support .11 369.



STATE OF ALASKA 19S6 LEGISLATIVE SESSION

REQUEST
Bill/Resolution No . :

for

SB 369
Title: An Act relating to fiscal
legislation affecting a municipality

FISCAL NOTE

2/12/86

Revision Jate:

FISCAL DETAIL

Agency a

notes” BRU :

Momnunity & Regional Affairs

Sponsor: Senate C&RA Committee

Requestor: Senate C&RA Committee

Date of Request:

Componen

EXPENDITURES/REVENUES
OPERATING FY 86

(Thousands of Dollars'/

FY 87 FY 88

PERSONAL SERVICES 320.0 336.0
TRAVEL 10.0 10.5
CONTRACTUAL 50.0 52.5
SUPPLIES N n 71 .0
EQUIPMENT 100,0 10.0
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEQUS
TOTAL OPERATING 500.0 | 430.0

CAPITAL

REVENUE
FUNDING :  (Thousands of Dollars)
GENERALFUND 500.0 430.0
FEDERALFUNDS
OTHER
TOTAL 560.0 “330.0
POSITIONS
FULL-TIME 8 8
PART-TIME ;
TEMPORARY :
ANALYSIS ;  Attach a separate page if necessary

Prepared by: Michael W. Worley, State Assessor

Division :

Approved by Commissioner:
Agency: Community & Re

Municipal & Regional A”™istance

Distribution (by Agency preparing fiscal note):

Legislative Finance
Legislative Sponsor
Requestor

Office of Management and Budget

Impacted'Agency(ies)

page of

ts :,

FY 89 FY 90 FY 91
352.8 370.4 388.9
11.0 11.5 12.1
55.1 57.8 60.7
22.0. 23.1 24.3
10.5 11.0 11.5
451.4 473.8 497.5
451.4 473,8 497.5
451.4 " 473.8 497.5
8 8 8
D, 465-4787
t e W s r

Date:
10/25/85



SB 369

An act relating to fiscal notes

For legislation affecting a municipality

Positions The estimated costs are as follows:

3 PositionsSalary Range 18 149,000

2 PositionsSalary Range 16 84,600

1 Position Salary Range 13 34,400

2 PositionsClerk Typist 11 52,000

Additional costs would include travel, contractual, Supplies and
Equipment (word processing, computer equipment and other general
office equipment). Included in contractual would be lease of office
space. Under equipment would be a one time expense for office

fixtures.



ATTACHMENT TO FISCAL NOTE
SENATE BILL 369

Explanacion of Fiscal Noce:

The Department regards the estimatingofmunicipal fiscal

impacts, as described in the bill, as an important
responsibility. With 159 municipalities scattered across the
State, the Department also believes the scope of this important
task could be substantial. IT the bill were to be passed in

its present form, we believe the Department should generally
adopt the following procedures to fully meet the intent and
directives of the bill (we have estimated 1200 bills would be
introduced during two sessions):

Bill Analysis

The three range 18 positions would divide up areas of
responsibility based on subject, 1i.e. finance, public safety,
taxation, public works, etc. Each senior analyst position

would <carefully read each bill introduced in their area of
specialization to determine whether or net the bill might cause

a municipal fiscal impact. During that process, the employee
would <consult with other departments of State government and
with appropriate agencies at the municipal level. Bills which
would cause a fiscal 1impact to municipalities would be 1logged
in an "active" file. All other bills would be logged as well,
but would only become active 1if the bill were amended at some
point inthe legislative process. Each of those amended bills

would then be read again to ascertain whether the new language
might cause a fiscal 1impacc on municipalities.

The analyst would then develop municipal fiscal notes on
"active"” bills, prioritizing according to the dates those bills
would bescheduled for hearings before various committees.
These range 18 positions would probably be working with Deputy
Commissioner and Director level personnel in various State
departments, requesting fiscal impact information and either
developing the fiscal notes themselves or requesting that other
State agencies do so and insure that expert testimony to be
available from those agencies.

Coordination of Activities

Two range 16 positions would be responsible for the
coordination of work flow to and from the range 18 positions,
coordination of testimony and fiscal note preparation fronm
other State agencies, and exchanging fiscal 1impacts information
with the Alaska Municipal League and technical groups such as
municipal planners, assessors, finance officers and others.
These positions would also field 1inquiries from municipalities
and State agencies. It is envisioned that one range 16
position would be assigned to the Senate and one would
coordinate the activities with regard to the House of
Representatives.



Attachment to Fiscal Note
Senate Bill 369
Page 2

Tracking of Bills

Bill tracking would be done by the range 13 position. As new
bills are introduced and others amended, this position would
update the status of the bills and provide copies of amended
bills to fiscal note personnel. This position would also hand
deliver and receive fiscal impact information to and from
members of the Legislature and various State agencies.

Clerical Activities

Two clerk typist Il positions would be employed to operate the
personal computer update and tracking system and type fiscal
notes and correspondence for all the activities noted above.



Alaska State Legislature

Senate
Official Business
Pouch V
State Capitol
Juneau, Alaska 99811
j 13, 1986
Received telephone call from Linda Anderson, representing

the North Star Borough at 2:35p today, Feb 13. Ms. Anderson
advised that the North Star Borough supports both SB 369
and SB 376. Representative unable to attend hearing

due to dental appointment for child.

yma/2/13/86

cc: Linda Anderson



KJ
.ealmg

wil* be

. 1Vi-

scripts
llso be
ed) on
malof
he end
should

Mate*
. Man-
ons for

d to Jesse
ool, Syra-
the above
ie Affairs,
retain the
:ggcestions

¢ Finance,

by Trans-
ithout the
by Public

8/2 years,
: USA (all
S10 mini-
s for back
IsConsor-
), Rutgers
st give six
.icals Con-
ibscription
iel Young,

jblication.
erve stock

:m the Ad-
, New Jer-
e of issue.

(ASTER: If
>n Periodi-

CATHERINE H. LOVELL and HANR1A R. EGAN

Fiscal Notes and Mandate Reimbursement
in the Fifty States

During the last week of December 1981, Congress passed and President Reagan
signed a bill requiring Congress to attach cost estimates to legislation affecting state and
local governments. The new law, the State and Local Government Cost Estimate Act of
19S1, which amends Section 403 of the Budget Act of 1974, was passed unanimously
in both houses. Scheduled to take effect October 1, 1982, it calls for the Congressional
Budget Office to prepare a cost estimate on any bill reported out of committee which
the CBO director estimates: (1) is expected to have an aggregate cost to states or local
governments or more than S200 million, or (2) is likely to have exceptional fiscal con-
sequences for a geographic region or particular level of government. The new law,
which also allows state and local government officials to verify the accuracy of the
CBO figures, was actively supported by the National League of Cities, the National
Association of Counties, the Council of State Governments, and other public interest
groups representing state and local governments. CBO staff have estimated that they
will need to review briefly some S50 bills annually to ascertain whether they need fur-
ther study; of these, 140 will require limited review, and roughly 25 per year will re-
quire a thorough and detailed analysis.1

The new federal fiscal note legislation is modeled after processes, now more or less
implemented in 35 states, that have been established to estimate the fiscal impact of
proposed state legislation on local governments.2 Attaching fiscal notes to measures
affecting local governments has been one of the key methods advocated vigorously by
local govemr icnts to attempt to curtail state and federal mandating of costly programs
and procedures. Local governments do not object to all mandated programs, but as re-
sources tighten they attempt to reduce imposed requirements. The fiscal note approach
is based on the assumptions that: (1) if federal or state legislators know what their ac-

Cathcrine H. Lovell is professor of management in the Graduate School of Management, University of
Califomia-Rivcrside. Hanria R. Egan is M.S. health services administration, Harvard University. The au-
thors wish to thank the Academic Senate of the University of California, which provided funds for this re-
search.

Lovell and Egan / Fiscal Notes 3



such ac-
proposed
concerns

om costs
ate reim-
quire the
ams they
Jered the

mandate
evidence
j with in*
1system,
cimburse-
*es within
t'ficials in
nd results

state and
e or man-
irectly re-
or county
ursement,
simburse-
:ports and

:hem since
Six years,
tr a federal
local gov-
lable 1in-
s and grew
die data in
e rapid in-

had been
and a:on-
78, Michi-
cd a law in

aitumn 1983

r* — Hr

TABLE 1
Number of Federal and State Mandates (in Five States) by Estimated Year of Imposition,
by Direct Orders and Conditions of Aid (DO and COA)*

Federal State

Years COA DO COA DO
194J-1945 0 0 1 77
1946-1950 0 8 0 276
1951-1955 2 0 0 99
1956-1960 2 2 1 79
1961-1965 24 5 2 250
1966-1970 92 43 38 365
1971-1975 559 109 53 1040
1976-1978 354 57 30 625

»Direct orders are those mandates imposed by law or administrative order without being related to aid.
Conditions of aid mandates arc those requirements imposed as conditions of grants in aid.

Source: Catherine Lovell, Max Nciman. Robert Kncisel, Adam Rose, and Charles Tobin. Federal and
Stale Mandating on Local Governments: Report to the National Science Foundation (Riverside, Calif.:
University of California, June 1979). Federal mandates were obtained from the Code of Federal Regula-

tions. State mandate numbers were obtained from inventories developed in Five states: California, New
Jersey, North Carolina, Washington, and Wisconsin.

1979, Missouri a constitutional amendment and Washington a law in 19S0. As of the
spring of 19S3, mandate reimbursement legislation is pending in Congress and in a

number of state legislatures, although none of the proposals are likely to pass this year
due to prevailing budget-cutting atmospheres.

OVERVIEW OF FISCAL NOTE PROCESSES

Table 2 summarizes the major research findings from the 35 states reporting fiscal note
processes either on their books, in developmental stages, or actually in effect. Although
the 35 states vary widely as to political and administrative relationships between the
states and their local governments, no positive relationship was found between the
amount of freedom of cities and counties from state control and the existence of fiscal
note processes.5

Column 2 indicates the legal authority for the note process in each state—in 27 states
the process is based on laws, in 6 states the note process is authorized by a legislative
rule, and, in one state each, it is based on a house rule only, and ajoint concurrent res-
olution. In most instances where authority for the note process is other than legislation,
the respondents indicated that legislation has been proposed but has not yet passed.

The first superscript (a or b) distinguishes between states where the process is or is
not implemented to some reasonable degree. In several states the law or implementa-
tion plan is so new that the details of implementation arc still being worked out.

The second superscript (c or d) indicates the organizational unit responsible for the
preparation of the notes. In just under a third of the states, the notes are prepared by
units in the executive branch; in just over two-thirds, the note preparation is done in

Lovell and Egan / Fiscal Notes



tions will cost their local governments, they will be more careful about taking such ac-
tions, and U) alerting the “ mandated on" governments to potential costs of proposed
legislation affecting them and furnishing them with data to substantiate their concerns
will make their lobbying efforts more effective.

A second strategy advocated by local governments to protect themselves from costs
mandated by their states or the federal government is the enactment of mandate reim-
bursement laws. Such laws, which have now been passed in eight states, require the
states to reimburse local governments for costs incurred from any new programs they
are ordered by the states to institute. Mandate reimbursement laws are considered the
logical next step beyond fiscal note laws. Both local impact fiscal notes and mandate
reimbursement laws are almost entirely phenomena of the last decade and are evidence
of reactive strategies now utilized by local governments to attempt to cope with in-
creased mandating and new roles expected of them in the intergovernmental system.

The research discussed here traces the growth of fiscal note and mandate reimburse-
ment processes in the states over the last decade, and describes how processes within
the states operate and how they are perceived by selected state and local officials in
those states. The data were collected during the summer and fall of 1981, and results
were compiled and analyzed during the winter and spring of 1982.

Questionnaires were administered by telephone to between two and five state and

local government offic' each state where either a local impact fiscal note or man-
date reimbursement piv,c.. sts. Those interviewed were staff persons directly re-
sponsible for preparing or ' jistering fiscal notes and officials of city or county
statewide associations wit' .h of the states. In states with mandate reimbursement,

additional state and local officials with special knowledge about mandate reimburse-
ment processes were interviewed. Data were also obtained from written reports and
examination of samples of fiscal notes.3

GROWTH OF FISCAL NOTE AND MANDATE REIMBURSEMENT
PROCESSES

Thirty-four of the thirty-five states with fiscal note processes have adopted them since
1971 and nearly two-thirds of these, 23 states, have adopted them in the last six years.
The surge of interest in fiscal notes by the states and stepped-up lobbying for a federal
fiscal note law has been closely related to the proliferation of mandating on local gov-
ernments by the states and the federal government over the last decade.'1As Table 1in-
dicates, mandating on local governments began to increase in the late 1960s and grew
rapidly in the 1970s. Comparing the dates of fiscal note enactments with the data in
Table 1, we see the enactment of fiscal note processes closely following the rapid in-
crease in number of mandates imposed.

By the late 1970s and early 1980s mandate reimbursement measures had been
adopted in eight states. California enacted both a reimbursement law in 1972 and a con-
stitutional amendment in 1979, Florida and Rhode Island enacted laws in 1978, Michi-
gan and Tennessee passed constitutional amendments in 1978, Illinois adopted a law in

4 Public Budgeting & Finance / Autumn 1983
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State
Arizona
Arkansas

California

Colorado

Connecticut

Florida
Georgia

Idaho

Ilinois

Indiana

lowa

Kansas
Kentucky

Louisiana

Maine

Maryland

Massachusetts

Michigan

Mississippi

Missouri

Montana

Nebraska

(states not included had no fiscal notes process as of December 1981)

Year
Enacted

1979
1977
1973

1978

1977

1977
1981
1977

1979

1972

1974

1971
1982
1979

1980

1968

1980
1978

1976

1979

1979

1976

*2

Form
Law*-4
LawM

Law*'

Law>'

Law*"

Law*4
Law™*>'

Legislative
Rule*4

Law*'

Legislative
Rule44

Law*4

Law*'
LawM

Law*4

Law*'4

Law*4

Law6'
Law*-4

Joint Con-
current Res
olution*-4

Law*4

Legislative
Ru,e*'

Legislative
Rule*4

TABLE 2
Overview of State Fiscal Note Processes

Methodology
Sampling

Sampling
Statistical
Analysis

Sampling

Loose
Sampling

Rigorous
Sampling

Loose
Sampling

Ad Hoc

Loose
Sampling

Loose
Sampling
Sampling
and
Statistical
Analysis

Sampling
and
Statistical
Analysis

Ad Hoc

Loose
Sampling

Loose
Sampling

Loose
Sampling

Quality
of Notes

Low/Med

High

Medium

High

High

High

Medium

Medium

Medium

Medium

Medium

High

None
Received

High

Medium

Medium

Public Budgeting & Finance / Autumn 1983

5
Notes

Redone After

Amendment
(Yes, No, or
Sometimes)

No

Yes

Sometimes

Sometimes

No

None
Received

Sometimes

Sometimes

Sometimes

Yes

Yes

Yes

Sometimes

Sometimes

Yes

Sometimes

Process Considered
Effective by:

(a)
State

Medium

High

Medium

Med/High

Mcd/High

Med/High

Medium

Low

Medium

Medium

Medium

High/Med

Medium

Medium

Medium

Medium

(b)

Locals

Medium

High

Medium

Medium

Med/High

Mcd/High

Low/Med

Low

Medium

Medium

Medium

Medium

Low/Med

Medium

Medium

Low/Med

Nevada

New
Hampshire

North
Carolina

Ohio

Oregon

Pennsylvania

Rhode Island

Tennessee

Texas

Virginia

Washington

West Virginia

W isconsin

1

19

Hr
19
Se

19

19

19"

19t

197

197

197

a = Process is imple
b — Process is not ir
c = Agency respons:
d = Agency respons.

legislative office
search offices. I:

preparation.
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TABLE 2 (continued)

|) Nevada 1975 Lawi14 Ad Hoc Medium No Low Low
and
6 Surve>s
Considered .
live by: New 1981 Law*4 Contact McdHigh Yes Medium Low/Med
Hampshire Agencies
0) North 1081 Law64
Locals Carolina
Medium Ohio 1977 Law4 Sampling High Yes High High
and
. Statistical
High Analysis
Oregon 1975 Law*'4 Loose Low Sometimes Med/High Medium
Samplin
Medium ping
. Pennsylvania 1974 Legislative Ad Hoc Low Sometimes Medium Medium
n  Medium House Rule*4
1980
i Med/High Senate
Rhode Island 1978 Lawll Consult High Sometimes High High
Directly
with Cities
and Towns
h Med/High ’ . )
9 Tennessee 1974 Law*' Sampling High Sometimes Med/High Medium
and
Statistical
Analysis
Low/Med Texas 1977 Procedural ~ Systematic  None Yes Med/High High
Rule*4 Sampling Received
Low (Both
Houses!
) Virginia 1980 Law*' Loose None Yes Medium Low/Med
Medium Sampling Received
) Washington 1977 Law*' Rigorous High Sometimes Mcd/High Medium
Medium Sampling
and
Medium Statistical
Analysis
West Virginia 1973 House Rule Loose Medium Sometimes Med/High Medium
Only*4 Sampling
Wisconsin 1971 Law'‘x Sampling High Yes High High
d  Medium and
Statistical
Analysis
Low/Med a = Process i_s impl_emented,
b = Process is not implemented,
¢ = Agency responsible is in executive branch,
d = Agency responsible is in legislative branch.
Medium
Medium

legislative offices—either by budget and finance committee staffs or in legislative re-
Low/Med search offices. In some cases both legislative and executive units participate in the note
preparation.

ce | Autumn 1983 Lovell and Egan / Fiscal Notes 7
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Of special interest are the methodologies used to prepare the notes, i.e.. how cost es-
timates and projected overall fiscal impacts are derived. As column 3 indicates, tech-
niques utili :ed in preparing the notes vary significantly from state to state, although al-
most all of the states utilize some form of sampling of local governments to estimate
costs. Sampling techniques vary greatly from extremely loose to rigorous sampling ac-
companied by statistical analysis. The designation of loose sampling in the table means
that usually data is requested from some cities, towns, or agencies, but there is no for-
mal set of rules or guidelines stipulating what local governments are to be sampled.
Rigorous sampling, on the other hand, suggests that there is a formally established net-
work of contacts in a representative sample of localities who arc routinely asked to cal-
culate the estimated fiscal impacts of proposed bills. In the smallest states, sampling is
not necessary because cost estimates for all local governments can be obtained. A de-
signation of ad hoc means that methodology varie from bill to bill, sometimes includ-
ing sampling.

At least seven states use techniques in addition to. or instead of. sampling. Some
base their analysis on past cost data for similar programs, others query the state agen-
cies who would be administering the proposed programs statewide and accept their es-
timates. The most sophisticated analyses utilize unit cost formulas based on historical
data or budget projection techniques combined with sampling designed to involve
selected local governments in verifying statistical projections.

An examination of the relationship between the last three columns in the table, which
display estimates of the quality of notes and perceptions about the effectiveness of the
note process [columns 4, 5, and 6 (a) and (b)], and column 3, the methodology used,
reveals that there is a strong positive correlation (.67 and .64) between the sophistica-
tion of the methodology for compiling the notes and the extent to which the notes are
considered to be of high quality and the process effective/’ There is a very weak corre-
lation (.22 and .23) between the perceptions of the effectiveness of the note process and
its location in either the executive or legislative branch.7 The quality of the notes (col-
umn 4) is the author’s assessments based on direct examination of samples.

“The s, rge of interest in fiscal notes by the states and stepped-up
lobbying for afederalfiscal note law has been closely related to the
proliferation of mandating on local governments by the states and the
federal government over the last decade

Column 5 shows whether or not notes were rewritten or amended to reflect revisions
or amendments made to proposed bills in committee or before being voted on the floor.
Ten of the 35 states reported rewriting fiscal notes routinely after bill amendments or
revisions; another 14 reported that the notes were sometimes rewritten depending on
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circumstances or extent of revisions. Only four reported that notes were never redone or
redone only in very rare instances.

Columns 6 (a) and (b) show the perceptions of state and local government officials
about the “ effectiveness” of the process. In the 29 states where both state and local of-
ficials were interviewed, stale and local respondents had similar responses as to the ef-
fectiveness of their state’s fiscal note operations. Among the 16 matched responses
there were an almost equal number of highs, mediums, and lows. In nearly all the re-

maining cases, the responses within a state varied only by one degree (medium/high vs.
medium, for example).

FISCAL NOTE PROCESSES IN FIVE STATES

The following sections describe the fiscal note process in five states where meth-
odologies differ considerably but are deemed effective by both state and local officials,

and where the quality of the notes was evaluated as high. Notes appear in very different
forms in the different states.8

Wisconsin

Wisconsin's fiscal note process is an example of an extensive, consisten / im-
plemented system. Preparation of notes on local government impacts is the responsibil-
ity of the director of development. Notes are required on every single piece of legisla-
tion proposed; if there is absolutely no fiscal impact, a narrative explanation docu-
menting this must be attached instead of a fiscal note. In addition, notes are redone with
each amendment, often six or seven times per bill. Each bill is carefully read and a
statutory search is made to determine if provisions in other bills might be affected by it.
Next, if information is available in-house (local fiscal data in certain subject areas have
been accumulated), all or parts of the note are prepared there first. If more information
is needed, work sheets are sent to a carefully developed sample of local communities.

A problem with Wisconsin’s rigorous approach is that requiring fiscal notes on even
those bills which will clearly never be heard is time- and resource-consuming. A provi-
sion has been proposed recently whereby only those bills under serious consideration
would require fiscal notes.

Mandate reimbursement legislation has not been adopted in Wisconsin, although it
has been introduced in several recent sessions. The state does substantial revenue shar-
ing with its local governments, which might explain why this is the case.

Washington

The fiscal note process in Washington is housed in the Office of Planning and Com-
munity Affairs in the executive branch, where it is under the direction of a fiscal
analyst. Although one analyst prepares all notes on bills affecting local governments,
his methodology involves routinely seeking input from other appropriate agencies on a

Lovell and EganJ Fiscal Notes 9



fiscal note contact list, In addition, county auditors are routinely asked for data on their
assessments of potential costs. The Association of Washington Cities works closely
with the ftscai analyst, furnishing statistical and financial data. To a large extent the
actual analysis is done by the cities and towns and by the statewide county and city or-
ganizations, although the analyst’s office assimilates the data and presents it to the
legislators as its own estimate. Respondents suggested that were the notes to come di-
rectly from the counties, cities, and town to the legislature, they might be viewed as
biased and thus unreliable.

Notes are not done on every bill but are prepared only upon specific request by the
legislative author or by a committee reviewing the bill. The city and county organiza-
tions cannot directly require that a note be prepared on a given bill even if they feel
there would be substantial cost implications. The quality of Washington notes is par-
ticularly good. The notes are thorough and detailed.

Washington has a mandate reimbursement law which prohibits the passage of cost-
incurring mandate legislation without providing for compensation to localities. How-
ever, to date, no implementation process has been adopted so there is no effective man-

date reimbursement system.

Rhode Island

Fiscal notes in Rhode Island are prepared under the auspices of the State Department
of Community Affairs, where the equivalent of two full-time people work on local
notes. Because of its size (there are only 39 municipalities in R.l.), fiscal impact esti-
mates are not derived via a sample; all 39 localities supply the data. In addition, the
state maintains, for other reasons, an extensive file of municipal data and, therefore,
often has on hand sufficient information to make accurate impact estimates. A fiscal
note is prepared upon the request of the chairman of a committee, a bill sponsor, or the
League of Cities. There is regular working communication between the League of
Cities and the state office responsible for fiscal note preparation, which helps to coordi-
nate the process and make the notes accurate. Rhode Island also has mandate reim-
bursement legislation and a partially established, uncomplicated process for reim-

bursement of localities.
Ohio

Ohio is a “home rule” state; mandates are infrequent, and there is local revenue
sharing to encourage compliance with permissive legislation encouraging new local
programs. Fiscal note administration is under the director of the Legislative Budget
Committee, who has a staff of 12 people to work on fiscal notes (for both state and local
impacts’) by subject area and do other financial analyses. Notes must be attached to all
bills before they are reported out of committee; failure to prepare a note virtually de-
feats a bill, since it cannot be reported. There is no set methodology for preparing fiscal
analyses; each bill is handled individually, depending on its subject matter. Politics

Public Budgeting & Finance / Autumn 1983

clearly at
legislatio;
sources u
partment

California

The Afisi
elaborate.
Unit of ihr
aration. Ti
there are Ic
bill goes b
The metho
other state m
local agenc
ernments it
these data,
report is pr
reimbursem
Cities and/c
affected), at
comment, q
note will be

cal note is rt
in California
scribed belol

Evaluating ir.
single criteria
tremely diffk
menting the d
pact costs of
tracking indi\
legislators or.
agencies.
Surrogate ”
cials is not sen
evidence abou
fectiveness.
Objective fa

Lovell and Egan



aon their
s closely
xtent the
J city or-
it to the
come di-
iewed as

:st by the
organiza-
they feel
es is par-

e of cost-
es. How-
tive man-

epartment
: on local
ipact esti-
lition, the
therefore,

A fiscal
sor, or the
League of
to coordi-
Jate reim-
for reim-

il revenue
new local
ve Budget
aand local
died to all
rtually de-
iring fiscal
r. Politics

utumn 1983

clearly affect the nature and extent of the fiscal analysis performed on a given piece of
legislation. Analysis methods include surveys and statistical projections. Major data

sources used by the committee include the Ohio Municipal League and the State De-
partment of Taxation.

California

The fiscal note process in California is undoubtedly the most highly developed,
elaborate, and systematic of any state. The process is located within the Local Mandate
Unit of the State Department of Finance, and a staff of seven is assigned to note prep-
aration. The Legislative Counsel is responsible for deciding, for each bill, whether
there are local cost implications, and often its staff also prepares its own notes. Before a
bill goes before any fiscal committee in either house, a fiscal note must be attached.
The methodology requires, first, that all code references be r searched to determine
other state or federal laws on which the proposal in question might have bearing. Next,
local agencies from an established information-gathering network (which includes gov-
ernments in the four population centers of the state) are asked to supply data. From
these data, a statewide dollar amount is developed, and a two to three page narrative
report is prepared substantiating the costs and discussing relevant assumptions and
reimbursement implications. Copies are then distributed to the League of California
Cities and/or the County Supervisors Association of California (depending on which is
affected), and any relevant state agencies. Each of these groups has the opportunity to
comment, question, or challenge the figures. If significant changes are indicated, the
note will be rewritten and the process repeated. With each amendment to a bill the fis-
cal note is revised accordingly. Fiscal notes, which are called mandated cost estimates

in California, are an integral part of the mandate reimbursement process, which is de-
scribed below.

EFFECTIVENESS OF FISCAL NOTE PROCESSES

Evaluating in a rigorous way the “effectiveness” of fiscal note processes on even the
single criteria of reducing cost-producing mandates on local governments would be ex-
tremely difficult and costly. Such analysis would require a methodology for docu-
menting the direct and indirect effects that the notes have on preventing or reducing im-
pact costs of legislation or administrative regulations. Such a study would require
tracking individual bills to prove that the fiscal note actually influenced the votes of
legislators or, in the case of administrative mandates, the actions of state administrative
agencies.

Surrogate “evidence” based on the perceptions of local and state government offi-
cials is not scientifically valid but is useful for estimating effectiveness. Also, surrogate
evidence about the quality of the process is also useful as a beginning in estimating ef-
fectiveness.

Objective factors such as the number and percentage of bills for which notes are pre-
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TABLE 3
Evaluations'About Positive impacts of Fiscal Nolc Process on Decision Making*
YES. STRONG IMPACT YES. SOMEWHAT TOO NEW TO TELL
No Specific
Examples Provided Examples Provided
Arkansas Connecticut Arizona Georgia
California Florida Idaho Kentucky
Colorado Kansas Maine Massachusetts
Ilinois Louisiana Nebraska New Hampshire
Indiana Maryland Nevada North Carolina
lowa Michigan Oregon
Missouri Mississippi Pennsylvania
Tennessee Montana
West Virginia Ohio
Wi isconsin Rhode Island
Texas
Washington

«Compiled from telephone survey of state and local government officials, summer 1981. Officials inter-
viewed were state officials responsible for fiscal note processes and representatives of state organizations

of cities and counties.

pared, the number of personnel assigned to prepare notes, and the extensiveness, ac-
curacy, and quality of the notes produced are indications of note quality and should also
be partial indicators of effectiveness. It was anticipated that those states with the most
elaborate processes and the most detailed, comprehensive notes would clearly be per-
ceived as the most successful at curbing cor-tly mandate legislation, and that states still
experimenting with partially conceived and loosely defined processes would be making
little or no headway toward combatting what many local governments sec as the “ man-
date problem.”

A major finding of this research is, however, that the fiscal note processes now
operating in states, regardless of the form, are perceived by state and local government
officials as effective instruments in deterring or mitigating the impact of mandates on
local government.

Table 3 presents the interview findings which suggest that, in fact, even in those
states with poorly implemented processes, the mere existence of a rule, resolution, or
law requiring identification of the costs to local governments associated with proposed
mandates has had significant impact on decision making. State and local respondents
reported the following positive effects of notes:

Inform legislators.

Deter legislators from introducing certain bills.

Serve as the basis for discussion in committees.

Delay bills on floor.

Aid in converting provisions of bills from mandatory to permissive.
Defeat bills.

Cause substantial amendents to bills.

Cause funding allocations to cover indicated local government costs.
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Since the purpose of requiring fiscal notes is to put pressure on legislators to prevent
passage of legislation which would be costly to local governments, or at least to force
legislators to consider these costs in their deliberations, the verdict to date appears
positive.9 In response to the question, “Have fiscal notes had any impact on the
decision-making process?" the responses divided into the four catgories shown in
Table 3. The first "yes" category was divided into two groups. In the first category are
those states where respondents immediately volunteered one or more recent examples
of legislation for which the estimated local cost data substantially contributed to the
outcome. States in the other "yes™ group reported that it was universally accepted that
the fiscal estimates frequently play an important role in determining the content or fate
of a given bill, but they did not cite specific cases. As the table indicates, none of the
states reported that there was no impact or negative impact, although in five states the
process had been enacted so recently that evaluation was not yet possible. A substantial
majority (22 out of 35, or 63 percent) felt strongly that there was a marked positive im-
pact.

The following provided by the officials interviewed, are examples of bills that were
defeated or amended due to fiscal notes-.

® Arkansas: A proposed police and fire pension law which would have reduced required
eligibility hours was withdrawn after the fiscal note showed unreasonable costs to local
governments.

* California: A bill making collective bargaining mandatory for local government em-
ployees was estimated to cost several million dollars for procedural expenses alone (i.e.,
expenses not due to increases in wages or benefits resulting from the unionization). The
bill was modified to cover only school employees, still projected to cost SS million.

* Colorado: A bill exempting mobile homes from property taxes was defeated when the size
of the loss in local tax revenues was illustrated.

« lllinois: Pension legislation which was estimated to cost local governments S296 million
was killed.

« Indiana: A bill levying fees for the du” oing of hazardous wastes was proposed. When the
fiscal note established that the fees charged would not be sufficient to cover the treatment
and clean-up costs, the bill was revised to increase required fees.

* lowa: When a fiscal note found that a proposed land use bill, which some legislators ar-
gued would incur no costs to local governments, would cost them at least S3 million, the
bill was defeated. In another case, two possible approaches were presented to reorganize
the mental health delivery system. The fiscal note clearly pointed up the less expensive of
the two, which was adopted.

MANDATE REIMBURSEMENT AS A FURTHER STEP

In most of the eight states where mandate reimbursement legislation has been enacted,
implementation has been slow, ill-defined, and inadequate. In the other five either (1) a
partially implemented system is in effect; (2) the legislation is new and thus implemen-
tation is still in process; (3) there is a law in existence, but there has been virtually no
implementation; or (4) most legislation falls into "exclusionary categories.” (Virtually
all mandate reimbursement legislation includes a listing of mandate categories or types
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of bills for which state reimbursement is not required; these are called exclusionary cat-
egories.)

Florida passed a law in 1978. but the law has ’-at yet been implemented because
shortly after it was adopted the r M Supreme Co irt ruled that one legislative session
could not bind subsequent sessions. Unless that constraint in the law can be settled,
reimbursement will be difficult. Tennessee also passed a law in 197S calling for reim-
bursement of costs above 550,000, but the law has not yet been implemented. Local
governments there are considering going to court to force implementation. The 19S0—
19S1 budget included approximately Si million to be distributed to local governments
to help pay for mandatory programs. Missouri amended its constitution in 19S0 to re-
quire mandate reimbursement but the amendment has not yet been implemented. Local
governments there lost a test case due to a technicality, KJt several additional cases
sponsored by local governments are now pending.

In California, Michigan, and Rhode Island, policies ana procedures have been de-
veloped for administering and reimbursing cost-incurring mandates, and reimburse-
ment systems are currently in effect.

In Rhode Island claims are submitted to the State Department of Community Affairs,
which administers the process. A series of steps follows the passage of legislation with
local cost implications: hearings; issuing of allowable cost categories; record keeping
by communities; submission of claim forms; and selective audits based on claim con-
tents. Finally, payments are made roughly two years later. An appeals process has been
established, although it has seldom, if ever, been used. To date, good working relation-
ships prevail between the local entities and the state Fiscal note and mandate reim-
bursement offices.

In Michigan procedures arc still being negotiated for final implementation of the
1978 constitutional amendment requiring that the state reimburse local governments for
state-imposed costs. An appeals board has been established to resolve potential differ-
ences over what are necessary or approved costs. For a long time no bills were passed
that fell nto a reimbursement category, but the Local Claims Review Board has re-
cently ra». 1lquestions about several bills, so the law and procedures will be tested.

The California mandate reimbursement system, although it has come under fire, par-
ticularly from counties, over the years, is clearly the most extensive and most serious
effort to reimburse local government entities for state mandated expenditures. Mandate
reimbursement was first enacted by the legislature (as Senate Bill 90) in 1972; it be-
came a section of the state constitution in November 1979 as a part of the Gann initia-
tive setting expenditure rate limitations on local governments. Since January 1, 1981
administrative regulations with significant local cost implications have been considered
reimbursable mandates also.

Mandate reimbursement in California is actually two separate processes—one for
those mandates which are funded from the outset (i.e., as soon as they are passed), and
another for those mandate bills which are passed unfunded and are then brought before
the Board of Control (an appeals body) for rev. v
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In the firs' case, the Department of Finance decides approximate reimbursement
amounts, and the process is straightforward. The State Controller’s Office, which ad-
ministers the claims, prepares instructions for the local government claimants, who
then submit claims for costs incurred. After aggregating these, the controller estab-
lishes whether there are sufficient monies available to reimburse at the requested levels,
and, if not, the deficiency is reported to the Department of Finance, where a deficiency
bill is prepared and submitted. While the bill for the deficiency funds is pending, the
already appropriated money is disbursed on a pro rata basis. Local governments gener-

ally receive reimbursement within a year of incurring costs and within three months of
submitting their claims forms.

“Even in those states with poorly implemented processes, the mere
existence of a rule, resolution, or law requiring identification of the
costs to local governments associated with proposed mandates has had

significant impact cn decision making

The funded category, however, accounts for only about 10 percent of the mandate
bills passed each year. Securing funding for the remaining 90 percent involves an ex-
tended scries of steps and, in some cases, reimbursement is never approved. Formal re-
quests are made by local governments to the Board of Control to review and consider
fund ng for bills local governments contend impose local costs. The board is composed
of two stale statutory officials, two local government representatives, and one public
member appointed by the governor. Hearings are held, testimony is presented on both
sides, and, for those bills on which the board takes favorable action, statewide dollar
estimates are determined. Finally, a separate appropriations bill is brought before the
legislature for consideration. Passage is not automatic, however. The legislature can
defeat the bill or delete cost items, and the governor can also blue-pencil specific items.

At present about 75 percent of the appeals brought before the board are won by the
local claimants. This high success rate on claims is due to the fact that local govern-
ments normally bring only claims they expect to win. Because the entire process is
cumbersome and time-consuming, it takes about three years for localities to receive
reimbursement for initially unfunded bills.

The County Supervisor’s Association of California, which evaluates legislation and
lobbies on behalf of county governments, has an active subcommittee comprised of
county auditors and analysts who work intensively on mandate reimbursement prob-
lems. Senate Bill 90 is reserved every session to introduce amendments and revisions to

California’s mandate reimbursement law to make it more responsive to and useable by
local governments.
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In practice, the process, although the most advanced among the states, is less effec-
tive than would appear. Since the law was first passed, and continuing after the con-
stitutional amendment, the legislature has often attached what have come to be called
“disclaimers” on bills. A disclaimer is a statement saying that the bill will not have
significant fiscal impacts on local governments or the legislature (the law notwith-
standing! will not fund any costs. Local governments have, of course, been fighting the
disclaimer usage through negotiations with legislative leaders and, more recently,
through court actions. Although disclaiming has reduced in frequency in the last few
years, the counties, in particular, were disturbed enough about the practice to have filed
a major suit last year in the California courts. The suit was dismissed until all adminis-
trative remedies are ® haustcd, but the counties arc expected to do so and return to the

courts.

CONCLUSIONS

The fiscal note process, estimating the fiscal impact of proposed legislation on local
governments, is now at least partially established in over half of the states and is gradu-
ally being implemented in more states each year. The federal government began its note
process late last year. The preliminary research reported here has found that although
i 'ethodology for estimating fiscal impacts varies a great deal in its rigor from state to
state, even in those states with the least rigorous processes, the officials interviewed
perceive positive effects. The research also suggests that although methodology for ac-
curate estimating is not simple, it can be developed if the governments are willing to
invest resources in the process.10

The Advisory Commission on Intergovernmental Relations has been advocating the
note process for many years, as have municipal leagues and organizations of counties,
although little data has been collected and analyzed to support their claims that notes
help prevent unwise mandating of activities on local governments without reimburse-
ment. The preliminary survey reported here supports their contentions.

Although the fiscal note process is well established, improvements in coverage and
methodology are needed. Improvements recommended by the officials interviewed in-
cluded extending the amount of lead time for note preparation, upgrading the existing
data base and/or methodology, increasing and improving analytic personnel, and giving
more emphasis to substantive issues. Several respondents also urged that fiscal notes be
prepared, as in California, on proposed major agency regulations as Il as on proposed
legislation.

As the Congressional Budget Office develops its fiscal ncte methodology, it is exa-
mining methods used by the states, particularly those states where the methodology is
considered the most rigorous. The analytic techniques developed by the CBO will be
used as models for many of the states who wish to improve their processes. There is
current discussion of cooperative a'ueemcnts between the CBO and the states to work
together in preparing estimates.

The step beyond fiscal notes is mandate reimbursement. The requirement for fiscal
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notes relates directly to mandate reimbursement since fis.al notes provide the central
data base on which reimbursement figures build. It is clear from experience in the eight
slates with mandate reimbursement legislation on the books that the extent to which
that process is implemented depends largely on the posture taken by local government

Ticials in demanding implementation. All other things being equal, elected officials
(state or local) will attempt to push costs (and, therefore, taxes) to other jurisdictions
when they can. Even in the states where reimbursement laws have been enacted, local
governments have had to work hard to force implementation.1l

In the coming period, economic pressures will make fiscal notes and mandate reim-
bursement even more important issues. As the federal government decreases grant
funding and attempts to devolve programs to the stales, the state governments— spurred
by declining revenues due to recession, rising costs, and taxpayer revolts—can be ex-
pected to try to pass costs on to local governments. Local governments, in turn, are
losing both federal and state grants and, for the same reason as the states, are losing
their own tax revenues. They can be expected to resist costs mandated from external
sources more strongly than ever. Since fiscal note and mandate reimbursement proc-
esses arc the strongest weapons designed to date, local government effo.ts to imple-
ment them are likely to increase.

NOTES

1. Conversations between CBO Stalf and Peter Slone, assistant to William R. Ratchford, Congressman,
5tlt District. Connecticut, April 1982.

2. Many states base had for some years requirements lor "fiscal notes" about what proposed legislation
will cost themselves as states. In this article we are discussing tnose fiscal notes which estimate costs
to be imposed on local governments, and in the case of proposed federal legislation, on the states as
welt. For a 1979 list of states that had note requirements on state bills as they affected either the state
budget itself or local governments, see The Fiscal Letter, National Conference of State Legislatures,
Vol. 1, No. 4, June 1979.

3. Survey instruments for both fiscal note and mandate reimbursement programs consisted of descriptive
and evaluative components. The descriptive section sought information on when, how, and why the
process was initiated, how it currently functions, and the logistics of preparing the notes and convey-
ing them to the legislators. The evaluative sections sought to determine the perceptions of the officials
about the usefulness, effectiveness, and appropriateness ol the processes to date and what, if any, im-
provements might be made.

4. For further discussion of the growth in federal and state mandating on local go- crnmcnts, see
Catherine Lovell and Charles Tobin, "The Mandate Issue,"” Public Administration Revi -tv. May/June
1981, pp. 318-331.

5. The existence or nonexistence of fiscal note processes was tested against Zimmerman’s index of local
government discretionary authority which shows the relative freedom of cities and counties from state
control. His evaluation may be found in Joseph F. Zimmerman, The Discretionary Authority of Local
Governments, Urban Data Service Reports, Vol. 13, No. 11. (Washington D.C.: International City
Management Association, November 1981).

6. To obtain the correlations, the methodology types were given numerical equivalents: | = ad hoc, sur-
veys, loose sampling. 2 = sampling, rigorous sampling, and 3 = statistical analysis. The note quality
types were given numerical equivalents: | = low, 2 = low/medium, 3 = medium, 4 = medium/high,
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10.

11.

and 5 = high. The two sets of numbers were correlated using Spearman's Rho. The first number rep-
resents the correlation coefficient between methodology and state officials’ perceptions, and the sec-
ond number represents correlation with local perceptions.

To obtain the correlation, the locations were give the numerical equivalents (1 = executive; 0 =
legislative) and correlated with numbers o;i note quality using Spearmen's Rho. The numbers repre-
sent correlation coefficients between location of process and the perception of state and local officials.
Samples of notes from the various stales are available from Ihe authors.

. One can argue that preventing passage of legislation which imposes costs is not always positive. One

might wish the legislature to pass legislation to accomplish a worthwhile purpose even at the expense
of costs imposed on local governments. The positive effect desired is not necessarily to "prevent pas-
sage" bu., rather, to force legislators to consider local costs in their uelibcrations. Legislators may de-
cide that the provision of access to handicapped citizens (for example) is a valued purpose even where
it may impose costs on local governments. Attention to the extent of such costs may lead to considera-
tion of more innovative means then simply mandating elevators on all buses, however. This situation
is one where fiscal notes appear useiul even where the main intent is to "force" local programs.
Accurate assignment of costs, particularly where reimbursement is involved, has certain meth-
odological problems. Particularly difficult is the question of marginal costs between mandate require-
ments and what ihe jurisdiction would have done on its own volition in the absence of a mandate. For
discussion of these issues, see Lovell, ct al.. op. cit., and Christy Ann Jensen, Anticipating the Im-
pacts of Slate Mandates, An Examination of an Intergovernmental Effort to Develop a Mandate
Analysis Form and Processfor Use by State and Local Governments in California. Ph.D. diss., Uni-
versity of Southern California, December 1981.

The issue of full implementation is complicated by the very real circumstance that reimbursement is
not always the most appropriate action. There can be cases, as suggested in note 9 above, where local
governments should pay program costs even though they dislike being forced to do so by state gov-
ernment.
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14-160]

Dierdorf” »/

1/17/86
Iy
IN THE-SENATE
SENATE BILL NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL

For an Act entitled: "An Act relating to fiscal notes for legislation

BE

affecting a municipality.”

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 24.08.035(a) 1is amended to read:

(a) Before a bill or resolution, except an appropriation bill,
is reported from the committee of first referral, there shall be
attached to the bill a fiscal note containing an estimate of the
amount of the appropriation 1increase or decrease that [WHICH] would
result from enactment of the bill for the current fiscal year and five
succeeding fiscal years. IT enactment of the bill would require an
expenditure or appropriation by a municipality, a fiscal note shall be
attached to the bill containing an estimate of the amount of the total
expenditure or appropriation that would be required during the current
fiscal year and five succeeding fiscal years by all affected munic—
ipalities. If [OR, IF] the bill has no fiscal impact, a statement to
that effect shall be attached. A [THE] fiscal note or statement
relating to a state expenditure shall be prepared in conformity with
the requirements of this section by the department or departments
affected and may be reviewed by the office of management and budget.
A fiscal note or statement relating to municipal expenditures shall be
prepared by the Department of Community and Regional Affairs. which
may\obtain\the assistance of another state agency/m the preparat{Bn

of the note or statement. The fiscal note or statement shall be

delivered to the committee requesting it within Tfive days of the
1.
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request or within two days if the request is made after the 90th day
of a regular session, or during a special session of the legislature.
If the bill 1is presented by the governor for introduction 1in accor—
dance with AS 24.08.060(b) and the uniform rules of the legislature,
the fiscal note or statement shall be attached to the bill before the
bill 1is introduced. An amendment or a substitute Dbill proposed by a
committee of referral that changes the fiscal impact of a bill shall
be explained in a revised fiscal note or statement attached to the

bill.
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SENATE BILL NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE - SECOND SESSION
A BILL

For an Act entitled: "An Act relating to fiscal notes for legislation

affecting a municipality.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 24.08.035(a) 1is amended to read:

(a) Before a bill or resolution, except an appropriation bill,
is reported from the committee of first referral, there shall be
attached to the bill a fiscal note containing an estimate of the
amount of the appropriation increase or decrease that [WHICH] would
result from enactment of the bill for the current fiscal year and five
succeeding fiscal years. If enactment of the bill would require an
expenditure or appropriation by a municipality, afiscal note shall be
attached to the bill containing an estimate of the amount of the total
expenditure or appropriation that would be required during the current
fiscal year and five succeeding fiscal years by all affected munic—
ipalities. ITf [OR, IF] the bill has no fiscal impact, a statement to
that effect shall be attached. A [THE] fiscal note or statement
relating to a state expenditure shall be prepared in conformity with
the requirements of this section by the department or departments
affected and may be reviewed by the office of management and budget.
A fiscal note or statement relating to municipal expenditures shall be
prepared by the Department of Community and Regional Affairs, which !
may obtain the assistance of another state agency™/ rn the preparation
of the note or statement. The fiscal note or statement shall be

delivered to the committee requesting it within five days of the
-1



request or within two days if the request is made after the 90th day
of a regular session, or during a special session of the legislature.
If the bill 1is presented by the governor for introduction 1in accor—
dance with AS 24.08.060(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 or a substitute bill proposed by a
committee of referral that changes the fiscal impact of a bill shall
be explained in a revised fiscal note or statement attached to the

bill.





