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Chanter 2

Federal and State Cost Estimation Processes
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Figur_e 22 Frequently Used Methods for
Obtaining Local Government Data
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NotB:'Frequentlg used methods' was definod to be msthods that state estimating units use o
contact local governments for data to a great or very great extent.See app. V forcomplete data.

duties, such as preparing outlay estimates of appropriations bills, assist-
ing in the preparation of budget resolutions, and analyzing the adminis-
tration’s budget.

Similarly, state legislators use estimates of state costs more than the
local estimates, state estimating officials told us. Other duties, such as
preparing the state budget, also compete for the time of some state esti-
mating staff. For example, a Florida official said that, besides preparing
local cost estimates, analysts prepare state cost estimates, help with the
state budget, and monitor agency compliance with the budget.

Fa«el« GAO/HKD-89-75 L tfU idve Mandate*



Cost Estimates Are
Useful but Do Not
Reduce Mandates

Federal-Level Qutcomes

4 411Sete Qe e Prceeen

es rovide important information toI r to
r%é’ L
régrrlgemm Ut ern%ac Of IMposing oS ¢ ons?qb FOIRREIGUeI of

reljable and objective estimajes hat nhanc fir
i %a?rd ﬁnovv{ eabouP { state an f e (fogeram
lon. accord o con [Iessr onaI mm ees ervre
ou the valu aeqt
coa guua no n encecan egrsatron oer er
recluce mandate burden or provice mandate Tunding:

s n&r{rﬂ' A e
St crte

[€€ 1€aS0NS ort 1S.

1P matrc | |ss sua_l 0}/ are of ret%ter concern to legr
lﬁ res reasP
gra
stan S%Se
rnc V\ﬁl evers do s cons era ons pot]-
cbo orn ecaprta cosso |onan ano er
J0miflion annuay

2 Fede de ates f%flfe rrmarrJXﬁ dera ot tate ard local

re nq
drce?& IS & e(rlf\ erg Is? ﬁ” gn\(/jerfr]re

aer ro [eS Ocl @ﬁ she % fnorg % Ostng %Ssand?ocal

chara e Bse ro edera

380me testrmate are Iate astheé%rce s?r are(glaft r bills

ar re

03
ava mtrme&}e aq/&ﬂ?comn Ittee report; hr\rm% ?ayed
noro mtheco i ra ono he

Al GOHDE-% LeU'teMinum

_('D

NI—J—




Outc
Leve

?mes at the State

Arci State Cost Estivation Prowto

grnpkne ofhe hard n rn U%thheﬁ ca?%ess orrevﬁ\é\eegf' ?boqstate

%3" dﬁas ?r%c? Cﬁ] eare35|8na? CoTer [éﬁn
i ﬁgr

5|ss ru OVEe Uil
prése mg Pﬁeag o of DrOPOSed amen t

cbose dgnateof 5 15b|II|on n ﬁsls olowerlﬁ\églso oven
ec

or
odrg ISion vvou
vvould

a Slonif
t% vern on use
|meo ] ove me re

o%fe IMe, cho: co es |n ne& nt|aI acc

| ee calise of coo's Credinje |san u
Ca se ee Imate Was prepared r commi pr Ve and

re eI |s Ion. |svvasear ier than require un er

es |maes

_(_)

%at evelt aet offost est|mat| cesses 1S S|m|lart
eral nman [‘In re |eawar esso
m es moreer re ec an |n errlg(j
rqor un| ; three groups responaling toour
quest aire report

!nterest IB I|r ISSUES and n r%hernctent benef%ro [0 osed ie%lsla

B0 steE\ireraf mﬂgtl [ ernSI eéﬁt]lornvda o AHecting focal
B COUBTer i ga”%ina“aare% 1
L @ﬁ‘rﬁ'e o aarara
é‘aﬁeﬁﬁ dei‘ jed @t ede% e \d\@s esﬂ an e ona %@?ﬁ?
o IS0 rpgécli (ﬁeﬁ Ide ture‘w %i&a”ﬁ%r? ocaJ cos |mpact

aroﬂ d|rect yco

Pap 1 GAOHDASLegUe MuntK*



L ZrdStateQetEslineﬁmPrm

Figure 2.3: Higheet Cited Outcomes of

Cost Estimation
<0 Parcaot of outcoma

70

| | Stata official!
I'iil LagUlativalaadart
HHUI Interest group*

Notai H|?hest dted qutcomes' was defmed as outcomes of local cost ostimates occuring to a great
orvery great extent.See app. VI for complete data.

_ nfeat res of state. est lOﬂ ?hcesFe faC|I| te
Certain Features of hee3|maesme era|n adera eve
State Cost Estimation a[eapre arn |mae erm salve rocssbeore
Could
H] |s

or| ro
Improve the p Ose an8 ro
Federal Process

ro
mdtes (ﬁ eV| us {EDOS
WJ o
t oy eral [5 sIa on governmens

couI

Ppld GAOHOIBTSL st N



grdStete(lstEslirreﬁmPrcrwaea

QD

Egerﬂ%rrmg Estimates Theﬁlrpmr V% ogtee tmh%lnth aégzelg:%/]% %rgcrﬁgs aﬁ%ﬁ:ﬁtw
pil ﬁ%'s% Hﬁh sua! eare
15cal comm ate %R I U =s§)ca i
ﬁ{qi %estlonnalr erﬁ1 Idt J U are(?Y ae %
ﬂreg%n h

Mmittee as a %om N rreear

Ich nor ara
are §
ai“%h‘

es oneear regsgeé Oa§ a [€ en%
svvere

ehejquema Sy M

als Sal ey Were reachlng 8IS ors Sonsond

he tlme V|e bills—when the eref)?rte’}?‘%out II COom:

iorﬁ%; ggal?g%n”s]e ne?::;s%er?%%ﬁo%m comm Oie e'bcvﬁ]s Ef?

BN oo WES h reparec 6s
oeﬂr commi eS ra|ohona

e

R
Emearier mignt INCrease elre ECUVENESS, V\BV\BI’G tO

tes
%létr $re aring ccs&< St erat \i\a,rau L%rstar%ehﬂs a hose vvould
morf n UITIT |t|on c -

Sln a(if‘b Wgre l[ln g, A2 Weder erml € NOW Many addl

Given var d implicatio |t m| ht te {0 have cso r1p[e
are early estimat onon %ﬁéﬁ} o
PO, e o) a|n| |mp03|ﬁga§] {P?a%ineh}
on éossonsetate and oca overnme?s

Pofe ) GUHHEST8Legitive Mroe



Preparing Estimates for
m%ndmgen ts

rnates for

! gdStateOJatEsﬁnaim Prote«

Bgann fost eatr nargts gra }‘]e erall lslative ndrérlrsesn&?ec ntarnrng
i %r%r%%s i régﬂvﬁﬁﬁﬁi@r*ﬁ”m W LS By

f—"tj

COMMItEEe O mem
At the state level,preparing esti tes for amend NS IS
State n(%%r Unit V\%) too ues on arre rc
eng e that ¢ re
0N er en s a us Q’
Pa reﬁ ra ue
[ ues on arrean sate

S
Engér eSirﬁnrin?esrepare estimates or arren reportedn] Use o
U atin 3HeSt9IP tes fo[)gl eas [redme\r/retrs] q]rn relansg oﬁrten\gf?rklo qP

00 ressrd comrnr O IMETNErS |n ns
t' nvvr eé“’ﬁcg urc?s substacnge alg }rra[r?aef%%on

g maln
e ocal govermment.

At the federal IeveJ Ie% Iatron atr nhills are %c uded
fro cnvera e UNnaer the e g
exc ore su ta |a co ﬂgy %ﬂ nacﬁfal Vern-

Cea,[n eres
or 0 ucon me r '”ﬂ
ns on e USe 0 exe
lfe Le.0 |eso

rona COS governrnen

g)]sr}ersta IeP/eI fewe?rore nrt(s)n dejﬂecfrfrc tecories rdr;] i
Pdggoasa'd Ly i %?W
Ya

pu |c
18IS Sai resu nsighi can

10N DI men

=t
;oo et Yol r'ragea

Papl GOMOB Lt Mence



Re ortm Agsg{regate State

Feckyel and Sate et | tvtion Proog-€*

Egearm ﬁqenmal po offed raI |on en teod grn d
B
Ve etieen fseder A r}aye E g

Aganere%ib C|asn O eenﬁ?elj%ﬁeg: b%\?er%t 6?3%5@%0@ ?ﬁdYF |

wexu at bnsn ering new ? 0
ar%r[%a]cmsp%rss% hg laﬁeangs?ocal

OVE(TITENES OVE s piffion annual A U A
Bareda ¢ timé the Dills were repa/rte O\t oot d

A
s el

III n0|s Oonnectlcut nne ee ESO%P%FQSIEH réaéng\agqlggllen%;

ep ﬂ %91‘ rée%sh a eelrfese a 7 nits publishes an

nu r %at st cte stau%esvwnﬁtogalf [p ||ca 10
a -love Q’ ”Frnrrenﬁ
ons annual reno escnbesa passe
mga cos IMpact.

Anannu eo rovides anoverall picture of the aggregate cost .
i il b g
Preparation of a bienn ortfo newCo ressvvoud
o aae?aaa“a‘a?g Sl aaﬁa(fg
ne s e i&.on
Sld eggecp ver Ogjéq ‘W”egn mates anop 8en ny3|g

nificant ¢ Hangesm ate an

Pap 22 GAO/HEMa- 75 Leysetive MecHte*



b St et FtietoProct—

Inadd|t [lge heﬁ tional-level . . vvouldbeana tgag

? em and reco J%erpsrin ?ucharra ocoo
%qme g% S exas
H/e an(ii %verhganc €S o& MEEL S @f ge nmenf and

e PIC - . 5 e ug)se i c!te \%bvernmen sensttivity 1o place

I Iu cecon 165510

Increasing Interest Group Involvemento state and IocaJJnte[eusSteg |n the 1ede
Involvement {roups nvo ve hree
It ac on co IS8

g ergzaatmn us%eo tﬁe o lece R ese suc

|n o caus |sI %rea ahe tlo eos
ll?]tl e o (ﬁlve

ves more IS@EOH o E?Pesgfo lﬁ mﬂ‘ sla |onand

Heelies eard g e Tole T JJONSIVE.

erfgg Se tIﬁvell th (fgrae of i |rvo de%n[:%nt %Rla_carls {rest w&a

estimat svve e otco at ncon
atesAﬂ; |asnoe mteres gn
ro our Stjon alrer a
es esvvereue reat e msta es Inter-
es 0rOUpS Were reporte ys teo |C|astobemore |nvo
The federalnggﬁ/ % tcou vvork with inte rest roups GT atlon

copamm ntere ucpscod INVolvi e out-
| omm sorme 1S 10 Select par-

[ESI0
Enar manna om CFeesnBFee nsive and earl er OS "mel%{]
%%SS SpI'IOFqE?] commltfge maa’ckupasmgfa% or
OOT dTen men

'Principally, the National Governors' Aaaociation, the National Ccnforenoe of State legislatures, the
National Association of Counties, the National League of Cities, and the US. Confer*nee of Mayors.

PR GROHDWB e M



Conclusions

! r?adStaIeOJetEsljrmﬁmP(m

tesn atlon qesthe basmbob |veo |vm Iato
d|pona or fm&#] | @ {he
6‘r d da%ra?Q" o?pos 5 a“o emfe%

sz e ﬁov@%i P
cosYs ons ta%OePn overﬁrreﬂls Alng
For Pre arin stkﬁ 00% est| te ﬁusesare

0a %AF) s similar T the g ce a%

aF rocesses are qrea suc

fﬁng ﬁ”ﬁm i Va;%hvﬁi%i'e“%f% e d e

mR
aIVG e}[ma ESCOU ?I]IO OSG Iegls

ocess dat
?0 (%? Pﬂooor amend n ax and
Eso?man
{

IﬂgSOCOU nc fease ra egls rs aware-
s CUL re

areln VI aes IMale ern

opre 00 ATETENS 0 e
@ﬂegﬂ%sg e

re

stmater ss could be used. without chance to pre
jR e J ues

o’ containin ? mandate
e Scheau | o uI comm tt
erfos INfo malontgr)kll ers

iy

L LITDRC
e g;e%@%%i@e L agna

ncludlo% Sge\rg atl nand axb Sin he state anleIocaIc st esglma

ance on UC COS

lon pr or |on v |I
¥te8 LROP MMITtee. ange 8&? ovvever to

|o an t
repo

Pafe 24 GAOHMVETB JedtoUtve Mercie*



Matters for the

Consideration of the

Congress

T Af*nt
Kecommenciation t
th Chairman of th

Intergovernmental

Relations

K 411Sete et Efireton PV

BFQ%{&’geg‘é%[mg Oestmtatfegl sq a¥| On a request besis, similar to what we

State spdlt] ] tlﬁr?gt lgrouRs rra[)(ler egtto makee c(g? ﬁr]tﬁd gg:réto?{ :
- iy

e
fon) IsOn I SGFTICAT DO TG

;}%5% tot\al]O COgb?useful for at:etrgcq) @{eftiar:? 1 blegr%?:crﬁeaie&%ﬂnmy

USIngcon sesm Msrean esrs"o heoveralcos Im fco Ud
pos%dq aTc’auon ns a?e anactlr'1 (OVEMENS; p

\él% ngo?ﬁ%e th Fg&]ﬂl%?%s§ {ner}tberslo eSStO ailoa“on

mm eeor ?n
ent| siani 0 n]e %%S rou |n S
ee% 8an ho soco 3| ? E%i 012%5
men encou a0 entla rmt o J
re ue ﬁ? an tax a{arel at(é/das
poen jally a ec ngs

i e"omto%at’ gL d%tB S

each congres

Pale ) GROHDSS 0 Ul Mnckie



! gdStateOJatEstinaﬁmFrm

ressional Budget raII reed with the re ort’s escrintion of federal and stat
S?ng J ocra?a Cogn oce ses ando LP r ConC usron? aBout tne Impact o? staete
edco cern hthes tro e inour repqrt that
a ro rra on an Wl'f l n he sqate ang I COSt esti
al, al t'IS ot required to,pre are suc

e cou provr e un er exr rn%e orr
are UeSEW; conmr leved ro
|ons om eesvvo rneft ts ga re i

Io roprr ? sn
era e fIve avalfable to revrew ose S | noted that
nda sa % qu ate and focal governments are rare ycontarned In
approprra lonbi

ke ith staff of the %enate trFFAﬁP I ons commrttees
reg erss esr éger% ZDH ?i\ eg re ulr r}%
%‘teaspb eIO af?r sare m\nes ¥am§n énens

ob 6 SQSPC os(t e'srt]rrin%te)sr rle i
d{rog1 Of&’ron ﬁ contarn provr |0NS t at cou 8%0 enpa? Iy Impact on

(r(e%%r tax brIIs note that rernatr estr tes of tate
co Mi eemar é erlna%
ne Inw ta>i ation 15 e rn
t repared |nt e, QIVerits
curren ro egr epr

\A%rg%evnthastaf% |craI ofthe Jorn T u vvhoa reed

TS Sypesﬁilﬁjrg'a&% &0l n‘.g'OO%Sr?l;é %r

NCe on'I
tt ! i

siderafion, It 15 o St?bje ather |ssrnp passe

SUC?] n%IS

GAOHDS-BLeftolttive Morcete*



Advisory Commis
Intergovernmenta
Relations

flOﬂ on

34 4 St ot Efiretion Frzseca

eteateg Thrr]s costestrmats hatt oould notbeu ?eraam onﬁ

4 e t”rrtﬁ qu!f“tr teattf”dmﬁgmor

State

mplrca em

cu e legislation 1S mgconsrde

‘tOV\ﬁ Jnaitﬁt/rc r]ac |aeoe()%u |nneétrean§amay drt
|st herth nte totth State and Local Government

ﬂé} srg gﬂachta? % s sen/easa

@@ﬂ“‘l ant tea ra |o rnme %ﬁ om |sh|
%n ngeS Imaes Otirsﬁnrg)c rre Cg)ﬁsstger 6%uageeq e[g}ay

nng?tge 9& reSest l@ g co gr@non c%rrgrttees

appropnate to reques ?ﬁed30

abos complete comments are contained in appendix X.

Q/erall of our re rt aara reedwth our
r(jﬁ J&l %% oralpo are eRnrae(Tpﬁ
e

m

% peneede

uc res sar require vvou
epen on ovvthe repo Nt vvasto pe or

\\& have not |den\nc fo at or en tc re
are suchar e

eve ISion
ons wrth a rec er OVernmen concerns
WIS oconu or asso%r e(t e resenr
n |ons {X/ CO
|ts atro (tamr entr
re%e from lS| t|v ons ta en
ouI

aS| rana
% ropna on 1egiSid on IS OVG
101 OUr aNaityslS,0 urn %es ic

SCUSse
matest be prepared.on a routine basis for fax 3
may not be easpbalr dt%e [eport We are reconrnen(gi ng 8 dprovr ea

P GAOHEDISTS Lgjative Merctts



mwte(letEsﬁrmﬂmPrm

for rro rc al ofthe aCts trq a%egrr]%uls Ogaenacted tax
gr Ogyra I e
Siranility ar seeking es es o IMpACES as Such legis-
ron 1S Cons| ere

prave not %t?: mate the resg urces t tvvoul

n'?urre lnga it A eveI \f\slorjeporﬁoe
6‘? I%Iha%e Eg [)e adIn cortte Wit other \r(tt

term aI resou requrre Wea n@s %g
[ aoerrtang i )

th re épSl%to fr)re arrr%%%estrmqles earlier, oted that man

esar IC reauthorizatio oro err de
Sr'roa] \I/gr\]/(eersrd L\ Pa lO COSreeS c
1onS exist yq%) ovide areas&n Ie asrs rre eam
esrmaes es sconsrs cr her

rbnotesr nos dp ursug ron nr i
e ve process ar ese av SU-
re ue rn om
r U an reques res he
u t c ob rva rons ou consr pre
sa rn rest inen

rolps OIS Wit QGO
committees t0 see earI9 eétP IALES, 5 i e sugges ik

mmented ha cutrveO der rss ed | tn Oeto r 1987
rrrﬁrﬁrivet}w rmerness % P osesrm rexe(c1
ve ran INgate

(-
2l %% atrgﬁ%att}%%;sa L i?er
e v
Eyeejsegﬁ“ géngmul RO h

r
T I
s COMplete comments are contar ned inappendix XlI.

Page 28 %B@&mm



State and Local Interest
Groups

| grdState(IetFﬂwaijrm

e also ohtal cHedCO ents frﬂ]m the seven major sEate dl terest
prov@éT e e er represen

%?h*%aan squ Inferest grou essenpagl gr';ree

OUr observatl n%ognds estions. Y

¥\/i recard tciour recomme ddEtronforabren al@%e ont e CostS 0
era in

fo State an e%OVﬁmWE Erest gr él
UOQES re ares [lUa
%gﬁntﬁe % YEO COU racoameenco

0 f
)
0 O?(?W e -

overnrne

1SSUES an roa e(e evarrorés
er ov rnmenta comm eral, S loca
are [ mrnen can not on rveas eqgtion,of
o rovr ea erro essmen o h overallr rpaeso
rEn ec? ern N Qur View, ?f
e er sul rn roa er ro an woul

om* % CAOHINEE- B Legaalre Varcetes



Chapter 3 _ _
State BExperiences With Mandate

Reimbursement: Legislative Priority Iskey
toResults
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h (if andate op Stat verr m UrSemen re uwemens
Ittle |mpact Bterring, mMoaiying, or funcling mandates.
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TaWe 3.1: Statea With General Mandate
Reimbursement Require manta

Togeaet itylakey

Year L*oal baaia
State affactive Conathutionai St ‘tirtory
Californial 1973

1980 X
Colorado* 1981 X
Florida* 1978 X
Hawaii 1979 X
Ilinois* 1981 X
Massachusetts* 1981 X
Michigan* *1979 X
Missouri 1980 X
Montana 1974 X
New Hampshire 1984 X
New Mexico 1984 X
Rhode Island 1979 X
Tennessee* 1978 X
Washington 1980 X
included in GAO's fieldwork. A
brhe requirement, which initially was statutory, became constitutional, effective in 1980, as we discuss
on p. 36.

Of the eight states we visited, seven had a mandate reimbursement .
re(iuwement (for details of the seven state programs, see app. VII). Five
of the seven states said they implemented mandate reimbursement to
ease the fiscal burden |mPose_d_ y state mandates on local governments;
three did so as part of voter-initiated measures to limit local taxes.

States requmng mandate reimbursement also autharize passage of
unfunded mandates in specified circumstances. In six of the séven
states, certain It:ypes of mandates are not covered by the reimbursement
requirements. For example, five states need not provide funding for
mandates that are beyond the control of the legislature, such as man-
dates imposed by the federal government or the courts. Two states do
not cover mandates that apply to both the public and private sectors,
such as worker compensation’laws. (App. VIII shows the thes of man-
dates the states in our review do not cover.) Also, two of the seven
states formally allow their state legislatures to vote to exempt a man-
date from the reimbursement requirement.
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ReinbUrsement Overall, state reimbursement requirements have had some impact in
deterring, modifying, or providing funding for local mandates. Reim-

Requirements Have bursemént more often produced these results to a “great extent" than

Reduced Mandates but didcostestimation, according to respondents to our nationwide surve
of state ofﬁuals,_leglslators, and interest groups (see fI?S. 31and 32.

Results Vary Among But even with reimbursement, generally fewer than half of those

States r?s onding cited these outcomes as occurring to a great extent in their
states.

Figure 3.1: Highest Cited Outcomes of
Cost Estimation In Reducing Unfunded

Mandates 0 Percent cf respondents

70
0
50

40

Category of respondent
| | Deterred cosdy bB»

Madfled legitiwfon
ijJjyjFS Provided funding

Note*HIgbest cited outcome* m i defined at outcomes occuing to a great or rery great extentSee
app. VI for complete data.
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Figure 3.2: Highest Cited Outcomes of
Reimbursement Requirements in
Reducing Unfunded Mandctes

SO Psrcsot o rtspondsma

10
60

40
30
20
10

Dsiorrsd coidy bills
Modified Isgiilatlon
Provided funding

Note"HighMt cited outcomes* was defired as outcomes occuring to a great or very great extent.See
epp. VI for complete data.

Also, the results from reimbursement requirements varied among the
states. In four of the seven states we visited, officials believed reim-
bursement reduced unfunded mandates, Enmanly by deterring their
passage or influencing legislatures to make local government compliance
optional. In three states, however, the reimbursement provision had lit-
tle effect on legislative deliberations of state mandates. Only in Califor-
nia was substantial funding provided for mandates, as shown in table

3.2.
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Table 3.2: Direct Funding From Seven

States (or Coat of Mandataa Dollars in millions
Funding as a
No. of penent of Total*
mandates Total* total state funding
funded, appropriated/ aid to local tfirough
Stata FY 1987 paid, FY1M 7 governments FY1IM7
California 66 $144 10 $2,000
Colorado 0 0 ¢ 0
Florida 0 0 ¢ 0
lllinois 0 0 ¢ 02
Massachusetts 6 ' 4.8(est.) 2 144
Michigan 1 12 a 24
Tennessee b b i

*The amounts listed are those appropriated directly due to the mandate reimbursement requirement.
States do provide other aid. such as shared taxes, revenue sharing, and categorical aid. that local
governments can use to help pay for the cost of state mandates. These amounts are not included in the
table because there is no direct relationship between these other forms of assistance and the cost of
state mandates.

bUnknown Tennessee could nut provide specif': data but in some instances has provided appropria-
tions in legislation containing mandates becaucu of the state's reimbursement requirement.

cNot applicable.

dLess than .1 percent.

Unfunded Mandates i four states—Massachusetts, Michigan, California, and Tennessee—

Reduced in Four States officials believe rejmbursement re,(iuwements have reducefl unfunded
state mandates, although some still are being imposed on local
governments.

Mandating Slowed in | Massachusetts’ statutory reimbursement requirement was enacted in

Massachusetts and Michigan 1980 as part of a voter-initiated, tax-limitation statute known as Pro-
osition 2and 1/2(see a?p. EX). The Division of Local Mandates in the
tate Auditor’s Office is the key administering agencY for the reimburse-

ment requirement. In the abserice of reimbyrsement, local governments
can petition the courts to permit noncompliance with unfunded man-
dates (see app. X for details on state program administration).

AIthough about $14.4 milljon has been provided for six mandates
through December 1986, the major result of the requirement has been
the déterrence of mandates and modification of legislation containing
mandates. Because they, not local governments, must pay the costs,
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Massachusettf Ie%slators NOW are more reIuct(ant to mandate new. pro-
Erams on local governments, according to the director ofthe Dlvds jon of
ocal Mandates Local overnmentm erest%roupofflmasagree tha

fewer man aées were emg gsasse For exa

le, the state had delaye
Pdatmg Itan ill requlations to avoid dealing Wlth tﬁe mandate | |sse an
orficial Noted

On at least 15 occaslons Massachusetts legislators have modified state
ma,ndates by making | Fcomep |anceo fl naI sever Ioffmals told us.
This religves the staeo ther s on | | ‘g é)a}/ reduces local
financial burdens, F orexam e |s ture allowed gptional compli-
ance with the state’s Omnib us E?UC&II n Reform Act. WhICh would have
mandated mcreased teachers’ salaries and other educational Pro ram
costs. As a result, costs rangln%from $400 million x. $1.3 billionTor the
state and focal governments were avoided.

Although Massachusetts 1S fundmgfsome mandates the qulslature has
notl){]et agpronna%e fun sto” or ourc?vere mand aes with an

est| ated cost ot $8.4 million, the director of the D|V|s|ono Local Man-
ées noted. nadd|t|? 11.7 million ?fthe$1 million It ha(s t?

[ d have

ed came from local aid monies that local governments wou
received anyway.

Michigan adopted a mandate reimbursement requirement in 1978 as
Part 0f a constitutional amendment Initiated by the voters to limit local
ax Increases (see aptt) a nder t eleglslaturesand court’s interpre-
tation, accordlng to state and local officials, local governments face
with ap upfundgd state mandate have two avenues of recourse, They
can submit reimbursement claims for mandate-related costs to the
responsible executive agency or choose not to comply with the mandate
until state funding is provided.

The main result of |\/|IChI an’s reimbursement requuement has heen to
deter and modify mandates. It has reduced the number of mandat %gro-
E)osed and passed bg the legislature, accordm%to most officials of t
tate Ieglslature an IocaI ovemmentmteres grou swelnterwewe
The state has passed é)n ﬁ/ W0 cove (e mandates since the requirement
Passe , they observed, (fie was funded by testateW|th ana ro na
lon of about $2 4 m|II|on COVer| eg %ears the other was not

For the att(er ateracounty 0%; rent filed suit agamsththe state the
courts rule thatthe county did not have to comply Until the state
funded the mandate.
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California Funds Some Mandates

To avmﬂ é)ro_vld_ln state funds for reimbursement, ,sgveral state officials
noted, t Mlchlga legislature made &omgllﬁncewu many mandates
optional. For example, the state mandated changes in compensation for
full-time coun(sy rosecuting attorne¥s which r _suIteﬂ In increased sala-
ries. It allowed the counties, however, to determine whether their EProse-
cutin ﬁttorneys would be full- or part-time, thus giving them a way to
avold the mandate.

Mlchl%an still imposes some costs on local governments through man-
dates ?_t sub&ec 1o reimbursement, such as those applgllnsg % ually to
the public and private sectors. Furthermore, in some cases the legisla-
ture h?s avoided the reimbursement requirement lfy making. the provi-
sion 07, the service, not the mandate itselt, optional, state officials said.
Inreal htg/hgocala%overnments often cannof avoid providing these services

and thu$ must accept the mandate as wel

Originally, California’s m?ndate reimbyrsement requirement was
enacted in 1972 as part ot a statute Ilmltlng local % vernment r?roperty
tax assessments and school district revenugs. In 1979, the mandate
requirement was Inclyded as p%rt ofa con?tltutmnal amendment Impos-
||r>18 appropriation limits on botn state and local governments (see app.

AIthougfh some California mandates have heen deterred ?r modified as a
result O the reimoursement requirement, the major result has been
mand,affundlng._ As discussed gre,vlousl _California has provided sub-
steﬁntla more Qirect financial assistancé for stat mang? es— $144
million 10 fiscal year 1987— than an){_ot er state (see table 3.1). State
fundm%ls rovided either (1) af the time the mandate is passed or (2)
subseqUent to a complex appeals process.

In onI)( a small number of cases does the Ieglslatlon_ containing the man-
date also prov|de andlng. While we cann? determine how much Eund-
|n(11 IS provided Inthis mdnner, only 124 ot 4,100 mcjandates en_afte_ over
a 10-year ;t)enod (t197 :8.52 also had funds provided in the legislation,
according to a state official.

Should the legislature not appropriate fundln? up front, local govern-
ments do not have the right of optional compltance as in Michigan and
Massachusett%. Rather, h e burden of proof in California js.on Tocal ga?v
ernments tlos ow that the mandate should be reimbursed. The %E){Je
process IS long and complex, starting with a petition to the Commission
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W

Inions Mixed on Impact in
nnessee

o St te Manglates. Should the Commission certify that the mandate is
?hlglkegrsoart lreé mbursement, It would submit an appropriation request to

AIthough additional mandates are funded throu?h this rocess man
mandates are never funded, state and local offrc als tol us For exa
gle in 1978 the Iegrslature extende une ﬁ) oyment benefits to public
ector emplo ees wrt out state fund mg tate Supreme Court ruled
In 1984 that the legislation wasarerm ursa estate an ate retroac-
tive tol 80 Altho %nthe state grslature a%ree to pay local govern-
ments for unemployment benefits tartrnr_) h fiscal'yéar 1984, no
funds had been paid as of September 198

If the legislature aﬂprorf)nates mone%througrh either means, |ocal gov-
ernments recervet elr fynds by sub |tt|n(ir eimbursement claimso the
State Contro er 's office Incon ormance with detailed cost standar S
and quid ernes tcan takeu 10 a%ear before claims arecertrfre
aé/ nt— on rtrt eon inal man ate? exgen?e has beenrncurred

cear |ng to artofficial ofth State Controller’s office.- (For more details
on California’s administrative process, see app. X.)

In 1978, Tennefssee Voters a rProved amandate reimbursement r urre
ment as part of a constitutional amendment Im osrng state sPen g lim-
ItS (See app. IXS) Unlike Massachusetts Mrchrg n, and Calrfornia,
Tennessee doe not re[%urres eclfic undrng for individual mandates.
Rat er un sare ear ar ed from general purpose funds and provided
th rou% a formula. Pecr ical ty the state I requjred to pay | sfarrshare
dated costs th ouPh re urn of a portion ofstate taxes (taxes co
ecée on retailers andacoho IC everaﬁes and income tax on dividends
and interest) to local %overnments Eac )Xear the state earmarks the
frrst$1 million |ncrea e In these state taxes above the n/revrous years
level to be used srﬁecr ically by local uovernmenﬁs to cover state mandate
costs, Also, In some instances the Ieg slature wil apﬂ]ro[r)nate money to
pay fo)rastate mandate. (For detailS on program administration, see

app. X

Opinio in Tennessee on the effect of the reimbursement requirement
was mixed. Several respondents to our questionnaire said It had

-To expedite the process, the state has implemented a mandate claims fund to pay for mandates with
statewide coets of less than 4500,000 without havi ng to seek a separate appropriation from the legis-
lature. Also, to expedite the reimbursement process the state planstopa.  jr another group of man-
dates through a block grant to local governments.
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Impact Of Reimbursement

Insignificant in Three
States

No Msyor Impact in Florida
r

1 Mlybl@

deterred the passag of mandates or modified mandate legislation to a
great extent. Two ICIEHSW Interviewed conﬁrm??t,ef opinions,
azmg the requirement had deterred the ?assageo egns ation, T e%
could not mﬁ, however, specific examples of mandates deterred or mod-
”Fd' But other officials noted that th ,re(iuwement ad not had much
effect; theal included the Deputy Commissfoner for the Department of
Finance and Administration and twg off|C|aIs_?f local government inter-
est 8r0u s, The state was not operating any differently than before the
requiirement, they said.

Monies earmarked for mandates were Iargelg/ funds that local gqovern-
meﬂts would recelve even If tnere Wefe nor |mb_urs§ment requirement.
Alt oygh In some |Hstances, the legislatyre provided specjal %p%)prla-
tions T0r state mandates, there appeared to be no connection between
the c(?st of state mandates and the amount of state-shared }ax S p[o-
vided. Also, to what extent the cost of mandates was paid for by the
state, either through appropriations or state-shared taxes, s not known.

inthree of the seven states we visited— Florida, llinois, and Colorado—
?aag%art? rel bur?ement requirements have had little impact on the pas-

unding of state mandates.

The Florida legislature passed the state’s m?nd_ate reimbursement stat-
yte in 1978 gse? a&p 1X). It agp les to most e(T;lsIatlon, but not regula-
tions or laws affe mg schools, (See ag . VI Tor Information on Sfate
exclusions to mandat? statute.) No state agency is in charge of enforcing
}h%statute, no reimhursement policies or proc dure? nave been estab-
ISned, and no provisions are made for a local appeals process.

Florida’s reimbursement requirement has ha? no major impact on the
P,assggg of mandate Ieglslz%tlon. Because It arge% gnored In Ieglsla-
Ive debate, as two state ofticials noted, unfunded mandates are being
gassed., The cost estimate requirement has greater Influence in deterring

r modifying mangates, seve é‘l state officidls noted. From 27 jn 1983,
the number of unfunaed man (ftes Increased.to. 31 1n 1984 and 35 In
19?5,, according to Florida’s Advisory Commission ?n Intergovernmental
Relations. The humber of mandates with a high dollar impact has .
mg_rease , a Commissiop official said, and mandates are becoml_ng a sn{;—
nificant burden on local governments. The re|m_bursemfnt re%uw men
IS not enforceable because it Is a statutory provision, Florida officials
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Jlinois Mandate Reimbursement
Ittle Ué/leﬁq

Colorado Law Untested

told us, and the legislature enacting it in 1978 could not hind succeeding
legislatures.

The |llinois General Assembl Iy enacted a mandate rermbursement
requrrement known as theS te Mandates Ac} on November 15,197 ?
Its general intent ( sg%apéa was to relieve financial pressures on local
ov rnments caHse g tat andateT In addriron to pecrfred areas
xcluded from the process, t eGener% ssemb ﬁn exempt the state
rom the reimbursement requirement by a three-fifths majority vote.

AIthou 1hef]ate ha establrshed processes for claims reimbursement
H Peaﬁ ey are |téeused urn]dt eyear(s 98 %followrn rts
og n, t eSt te Mancates Act resu Inare uctro of state

ates gassed llinois state and Ioca r%overnment officials agreed

thrs terrent effect srgﬂnrfrc% |n|s hed ?ubseguent ~since that

time, the General sse assed 57 unfunded man ates with a

total estimated aPnua st to Io al governments of $t f8 lion. Of this

total, the General Assembly hasvot d to exem trtse romt e fund ngl
requrrement on 25 oc asrons resu trndrn estrmate annual costs to loca
governments of over $107 million. Of he remajning 32 mandates, esti-

Mated to cost $41 milli ron the Genera s?e mb RRro riated onl

$200,000 for one mangate, even th ougn all are % Icall Xcovere

onernstance school districts sued thestate and the [llindis A eIate

CXurf ruled atthe local governmentsdrd not have to carr u te
man ate |nt e sence f'state mon nt/ The General Assem

a proY] ?/ three-fift svot%ana endment to exempt this mandate
onlrt erte trn ursement law, thereby requiring local governments to
implement |

In Colorado, the rermbursement re uirement a(m)ears to have had no

|m act to date, The Col orado man te rovISIOn Was art ofal ar er tax
Itatjon Initiative passed by the eP ature In 1981 see

T ere #s no state a c Inc ar ere urement no

dures for enforcing t eprovrsro an no esta Irshed appea

available to local governments.

Unlike Illingis and Florida, however, Colorados Iaw has not been fested.
Costly mandates ave not been passed in the paist years, accordin %)
state ofﬂcrasan Interest grou sreP %segtrng ocg dovernme st

state. This, they said, was because of the deprésiied state fiscal condition

ﬁten broce-
S pro s
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Some States Considering
Reimbursement; Others
Decided Against It

Legislative Priority,
Other Factors
Influence State
OQutcomes

toBesolU

and a cooperative working relationship between the state and local gov-
ernments. There was genéral agreement among these ?artles that the
mandate relmbursem nt provision had no |mi) ct on state legislation.
Generall ere(%uneme tdid not]lnfluence eqislators and its existence
was not Widely known, a former chairman of the state’s House A tt)ro
gnatlon Commlttee noted. In fact, the executive director of the state’s
ssaclation of ci Jles resﬁ% nded on our questionnaire that the state did
not have a mandate reimbursement reduirement.

Another 18 states have considereg or are considering instituting a reim-
ursemenﬁ regunem nt &seea D. 3 orexam?Ie mandate reimburse-
ment eglsatl n has been proposed in New York and New Jersey, while
Mlnnes ta1s activel }/ researc g ng the congept. Some of these states have
Fem eq %alnstlm ementlné; ndate reimbursement, primarily due to
Imited funds In the state budget.

In Connectlcut— a state we visited that has considered and rejected the
reimbursement a ;t)roac h—the Ieglslature estalished a commiission to
formallg study Ins Lutln mandate reimbursement. The commls?mn rec-
ommended against the concept, pnmanl on Rohcy rather than fiscal
rounds. Suc arequnement coyld undu yco strain the le |sIature from
asstNnee ed leg)s apon apglylng to all communities throlighout the
tate, to state officials noted. Al éhery sald, the state warited to
retain the authority to require needed programs.

But the commlssmn did seek to reduce the burden of ynfunded state
mand tes hrough other means, according to state officials. Sgemflcally,
It ana 78 eX|s ng state mandates and s ccessfu ly promoted eliming-
t|0no some of thoSe most burdensome on local governments, Its stud
also Increased legislative sepsitivity. ndatest at increase local costs
often are funded mcreasm staea| to local governments under
eX|st|n rograms or auth ?nzm% local overnments t0 Increase é)r%perty
taxes cticut’s %od Iscal Conditi nhas ermitted It to provi

ocal governments with additional funding for mandates.

The exjstence of a relmbvrsement %rocess alon% Is insufficient to reduce
unfunded mandates aS | Iustrated the varia eoutcomes In the seven
states with man OF\te rein ursementwe visited. Where th egrocess suc-
fessfull deéerre modified, or provided funding for mandates, state
glslat IS’ gegree of concern aboutlmposm mandates on local govern
nts was the key factor. The legislative response to mandated Costs
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Legal Basis a Key Factor

Fiscal Condition Can
Affect Legislative Priority

can be affected by several variables, indluding the legal besis of the
requirenent, the fiscal condition of the state, and certain dharacteristics
of the process itself. But for the reimbursenrent prooess to be workable,
significant support for it must exist within the legislature,

Where they have been mecke part of the state constitution or initiated by
the voters, reimbursenrent requirerents have hed an inmpact onstopping
unfunded state mandates (see gop. VI for the legal beses of state pro-
grans). In all three states where reimoursarent requireTents were
added by amendrent to the constitution (Califormia, Michigan, and Tern+
nessee), unfunded mandates were reduced A corstitutional arendrent
can pranat the legislature to pay nore attention to the requirenent and
meke it more difficult to crcumvent, state legislative officials told us.
Incorporating a reimburserent requireent into Califomia’s constitur
tion hes sloned down the nurer of unfunded high cost mandates
enected by the legislature, according to both state and local officials. In
Messachusetts, where reimbursenent requirenTents also have restrained
mancating, the requirerent wes statutory but wes besed onan initia-
tive instituted by the voters. There, the legislature felt compelled to
honor a direct eqoression of the electorate, state officials said

In the three remaining states inwhich the mencite reinburserent
requirenent hed little inpect, the provision wes statutory and
originated with the legislature. Inthese states, the legislature can for-
melly override the requirement at any tine with ancther statute or sim
ply not adhere to the requireent. In both Horida and lllinois, the

besis of the mandate requirement wes cited as a ngjor reason
for the lack of inpact. Inlllinois, several state legislators, concermed
with the lack of priority given by the General Assenrbly tothe nancite
statute, are attenoting to dnange the requirenent to a constitutioral
provision

A state’s fiscal condition also can affect the state legislature’s willing-
ness  fudnmandates. Generally, statesvwm nore funds are nore will-
Ing to provide funding to local govermrents. In Messachusetts, its strag
fiscal conditionwes an inportant factor in the legislature's willingness
to fund nost nendates, state and local interest groups said. In recent
years, the state has lbeen running a significant budget surplus, as much
as $348 million in fiscal year 1986 Califomia’s fiscal condition diirectly
affects the legislature’s willingness to provide financial assistance to
local governments, according toall four state legislators we interviened



It.Some States, Local
Compliance With
Unfunded Mandates
Optional

Court Decisions Affect
Results of Requirements

Two said that state assistance for nmandates hed rnsen and dedined in
relation to the state's overall fiscal position

Fromadifferent perspective, the amount of general purpose state assis-
tance provided to local governrents (such as state revenue-sharing) aso
helps defray the cost of mandiates. For exanple, in Horida and Temres:
see gereral assistance helps local governments pay for the aost of state
mandates. Thiswes the case inHorida, bdhst?teofﬁdalsarjl)ocal
govermnment interest grou™*s agreed. Ternessee (as stated earlier) funds
mandates by eanmarking a portion of shared tax revenues.

In three of the seven states, reimbursarent requireents give local gov-
emments the right to not conply with state nmandates unless the state
provides funds for the aoat of those mendates. This feature places adoked
pr&remstatelegisl@restoﬁrdr&ght&ifﬂweyvﬁsh %glcml
goverments to conply. In effect, optional conpliance gives oo
emments new leverage in dealing with the legislature on mandate
legislation

In bboth Massachusetts and Michigan, the right of gptional conpliance
affected the reduction in unfuncked state mandates. \WWhen Massadhusetts
does not provice full funding for a state mandate, local govermnents can
petition the courts for relief fromthe mandate. They need not carry it
out until the courts have neck a final determination. In Michigan, the
courts ruled that local governments need not carry out state nmandates
unless the state funds thelir cost. Officials in both states cite optional
&jiameasaommmﬁngfa:tdtoﬁelessairgcfﬂ‘enm
en

Illinais is ancther state that has authorized local nonconaliance when
funding is not provided for mandates subject to reimburseent. On
ey oocasions, however, the legislature hes overridden this right by
specuﬁcallyexerrﬂmgrmmht&frdnthe reinburseent requirenent
This essentially eliminates the local govermment’s rightt of

nonconpliance.

The courts can play a significant role in determmining legislative author-
ity over mancite reimoursarent. State courts canexgand or limit
states’ rights to inpose unfunded mandates on local goverments. In
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Conclusions

four of the seven states we visited—Califomia, Messachusetts, Michi-
3?2, and Illlrlols—oourt rulings have directly affected the outoores of

JrOCESSES,

At tires, the courts have exppanded the nghtts of local govermnents
under mandate reinbursenent reguirerents. For exanmle, courts in
Messachusetts and Michigan have ruled that local govermrents need not
WWM&W%W%MH

rel

However, the courts also have linrited the rights of local govemments to
obtain reimbursenent for state manchtes. For exanple, in 1987 the Cali-
formia Supree Court ruled that increases inworkers' conpensation
benefits are not reimbursable state nandates because they apply tothe
private sector as Well as to local governments. The intent of Califormia's
constitutional provision, the court ruled, wes to require reimbursenent
to local governments only for activities that are unigue togovemment.
This deasion reversed 15 years of prior state practice, as the state hed
not differentiated between mancites affecting the private and public
sectors. In a Messachusetts case, the courts upheld the state's nght to
use a conditional grant as an incentive or disincentive to carry out state
mandates. If local govermrents did not inplerent the mancte, the
state wes permitted to hold beck the grant funds, evenif full state reim
bursenent for the mandate was not provided. Although legally free to
ignore the mancite, local govermrents doing sowould not get the state
grant funds.

Insare states, issues still are to e dedded by the courts. As of January
1986 in Califormia, for exanle, tkeremereperdrg@oaltczasasﬁled
by local govermnrents seeking reimbursenrent for state mancktes. Inore
Case conceming spedial education, sdhodls are seeking to have anmant
date declared unenforceable until the legislature appropriates anesti-
mated $2 hillion to carry it aut. Although the courts cannot foree the
legislature to gppropriate funds, they can declare that local govern:
ents need not enforee the mancete.

state requireents to provice reinursarent for mandites have
reduced unfunded local mancites to sonreextent. But it seerrs unlikely,
at least for nowy, that a similar reimourseent requirement would be
workable at the federal level. Factors mitigating against this inducke

the continued existence of large federal budget deficits,
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Agency Comments and
OQur Evaluation

-n -'c Jd%k/

0 tfednsermcfsﬂvgvoterprwetoredmtmmpaioffederally

nendated actions onstate and local governrents, ad

the perception that the federal government needks to mandate certain
actions to ensure uniformaplication by the states, regardless of
reimbursement.

Fiscal condiition is a key factor affecting mandate funding. During tinres

Fa S rerront ot Sqerets iuec] Dy St e loce SOSTITENS

rei eENsES state ana govemnents to

conply with federally mandated actions. In this ermronment, pressures

glﬁlmwmermtmtm%p@cnhrg national policy without fed
funcing

By neking local conliance optional for certain nmandated actions, as
opposed to providing funding for those mandates, sare states have
sought to ease burdens on local govermrents. Faced with continuing
budget deficits, federal officials could give state governments the sare
option But, if such action, while advantageous to state govermments,
caused mandates to ke ignored, it could be dsenred unacoeptable by the
Cogress. The federal government uses mandates to help assure
resicents of every state at least amininumlevel of berefits or protec-
tion inareas ranging frompublic assistance to occupational safety and
health. Making conpliance with federal mandiates optional could eroce
the capability of the federal government to acconplish these and other
Inportant purposes.

Only ane commrent wes meck by those responding to this report concem:
ing our discussion of manchte reimbursanrent.

ACmraised guestions albout our position that reinbursement requiire-
ments initiated through constitutional amendrent or by voters hed
nrore impact Our comrents were not intended to innply that a requiire-
ment initiated otherwise, such as by legislation, could not have an
inect. For the states we visited, however, a distinction wes apparent
In the four states where unfunded mandates were reduced, the reguire-
ent wes either a constitutional provision or astatute resuiting froma
voter initiative. In the three states where reinoursenrent requireents
hed little impact in deterring, nocifying, or funding mandata the
requirement wes a statute that wes not the rwjtcfavoterlnltlatlve.
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%Ta“fxe'
an

Requiring Cocal Cost Estimates an
ate Reimbursement

R*ouir*s Lsoisiatu

Estim ate of conMd*r*c

local cost Mandat* r*tmbut**m*

etat* burd*n reimbursement rrquirm*

Alabama X
Alaska
Anzona
Arkansas
California
Colorado
Connecticut
Delaware
Florida

X X X X X X X X

Georgia
Hawaii X
Idaho
lllinois
Indiana
lowa
Kansas
Kentucky

X X X X X X X

Louisiana
Maine X
Maryland X

Massachusetts X

Michigan X X

Minnesota X
Mississippi
Missouri
Montana
Nebraska
Nevada

New Hampshire
New Jersey
New Mexico
New York

North Carolina
North Dakota
Ohio

Oklahoma X
Oregon

X X X X X X X X X X X
x

x

Pennsylvania X X
(continued)
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State

Rhode Island
South Carolina
South Dakota
Tennessee
Texas

Utah
Vermont
Virginia
Washington
West Virginia
Wisconsin
Wyoming
Totals

Pa«e 47

Estimate of
focal coat
burden

X X X X X X X X X X X

i
N

Mendat*
reimbursement

X

14

Legislature
considered*
reimbursement
requirement

x

18
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CBO Case Examples From the 99th Congress

CBO astitnata of atata and local

BM subfact Bill NO. coats (mHNons)* BM status
Safe Drinking Water H fl. 1650 $3,500 (capital) and 200-300 (annual)  Passed

S. 124
Education o! the Handicapped H.R. 5520 575 (annual) Passed

S. 2294 530-2,700 (annual)
Water Resources Development HR. 6 524 (annual) Passed

S. 1567
Rehabilitation Act Amendments H.R. 4021 500 (annual) Passed

S. 2515
Immigration Refonn H.R. 3810 225-250 (annual) Passed

S. 1200
Housing Act of 1985 HR. 1 274 (total) Not passed
Ocean Dumping H.R. 1957 30 (annual) Not passed
Fair Labor Standards Act Amendments H.R. 3530 500-1,500 (annual savings) Passed

S. 1570

-CBO'a estimates were identical |OF both Senate and House bills, except |or Education of the Handii-
capped.
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echnical Descr
stlonnalre

SUTVGYQesi%n

Pretesting of
Questionnaire

g s

During March and May 1987, we sent three questionnaires toall 30
States to dotain information on state progran's for estinating and reim
bursing the cost of state nandates inposed on local govermnents. Qe
questionnaire went to state officials responsible for cost estinationad
reimburserent activities, another to state legislative leaders, and a third
?imgﬁ?mgﬁmdﬁﬁﬁjﬁam%gﬂsmsm
ix contains the technical description of our sunvey designs, pretest pro-
cedures, sanple selections, and overall response rates.

The questionnaire for state oost estimation and reimburserent officials
was designed to elicit the respondents’ experiences and views concerm:
Ing state progran's and procedures for estimating and reinbursing the
cost of state mandates inposed an local governents. Specifically, we
asked state officials about

Requireents and intent of local cost estinetes,
Preparation and reporting of local cost estinmetes,

The inmpeact of the local oost estinate process onthe level of nanckte
burden inposed onlocal

Factors affecting the use of local cost estinates,

The existence and gperation of a mandate reimbursement provision,
The inmpact of the mandate reimrbursenent provision onthe level of
nrendate burden inposed on local governnrents, ad

Factors affecting cutcares of the mandate reimbursarent provision

The questionnaire for state legislative leadership was sent to the mgjor-
ity leaders in each house of each state legislature. It wes designed to
obtain information about thelr views concerming the inpact of estime:
tionand reinburseent prograns onmandéte legislation

The questionnaire sent to interest groups representing cities, counties,
and schools wes ohﬂgedtoellatthe respondents’ views concerming the
inpect of state estimation and manckte reinbursement progrars anlleg
islation affecting their respective constituendes.

W\e pretested the questionnaires through inqperson visits with the
respective state, legislative, and interest group officials inthe states of
Rhocdke Island and Maryland. With the informration obtained, we refimed
the questions and terminology we used in the final questionnaires.
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Survey Plan

Response Rates

Anwdtxm
Tadhakal Deseripdem at GAO'S ttom j
Qnestionnsire Methodology

Toidentify questionnaire respondents, we contacted several national
organizations representing state and local govermrents.

W\& identified state officials resporsible for cost estinationad reim:
bursenent activities through a telegphore sunvey of state nenrbars of the
National Assodiation of Legislative Fiscal Officers (nalto). Where ratjto
representatives could not identify the specific organization conducting
such activities in their state, they gave us the nare of an official knowl-
edoeable about the state’s activities. In 14 states, we identified two orga-
nizations with legislative responsibility for preparing local cost
estinates. e sent separate questionnaires to each of the two organiza:
tions in those states.

Through a listing dotained framthe National Conference of State Legis-
latures, we identified 9state legislative leaders representing both
chaers of each state legislature,

W\e identified 145 public interest graups representing cities, counties,
and schodls natiorwide. Specifically, we sunveyed the 46* state associa
tions of counties identified by the National Assodiation of Counties, the
49sstate nrunidpal leagues identified by the National League of Cities,
and S0 state interest groups representing schodls identified by then a 1o
state meroers through our telephone sunvey or by the National Associa-
tion of School Administrators.

The nunrer of responcents sunveyed, the nuner of questionnaires

retumed, and the response rates for each of the three sets of question:
naires are shonnintable ELL.

Nadaresauicanad legdaure
g @ediat Rocklitr, athanartraerodaec ryssadtioa
Fvdii hesroscienaridg keg e
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Table I11.1: OAO Survey Universe und
Response Rates

%ﬂ:@nm>
Q— ttm dw Methodology

No. Response

surveyed rate

Respondent category (universe) No. of respondents (percent)
State officials 64 54 (49 states) 84
Legislative leaders 99 70 (44 states) 72
County interest groups 46 41 89
City interest groups 49 47 96
School interest groups 50 44 88

W& mailed questionnaires to state officials in March 1987 and to state
legislative leaders and interest groups in May 1987. FromJune to Sepo
tenber 1987, we sent three follon-up mrailings to nonrespondents.

Aswe received the conpleted questionnaires, e reviewed the data pro-
vided for consistency and conpleteness before coding the responses for
keying into our database. \Where data agpeared inconsistent or inoom
plete, we contacted the respondent by telephone and attenoted to
dbtain the missing data or resolve the incansistendes. Sore

dents, however, could not provicke all of the data requested. We did not
verify the accuracy of the data proviced
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urcesor Iln formation Use Dr}/State

8@“ qu |C|a S (AS epore

Percent of state estimating official* who used source

Source of cost Always/most

information of the time Half the time Somttimea/never
State agencies 71 13 16
Local governments 49 7 44
Interest groups 27 n 62
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V

ocal Government Data

SO ISR Sorey

Method of obtaining data
Case-by-case besis
Network of local contacts

Stratified sample of local
governments

Random sample of local
governments

Page S3

Percent of state estimating officials who used method

Very great/ Moderate Sone/Ifttfe
great extant extent extent
57 16 27

34 18 48

16 16 68

9 5 86
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ULCQIMES
eimoursement

S
A

Outcome
Inform:
Great/very great
Moderate
Some/little
Deter
Great/very great
Moderate
Some/little

M odify:
Great/very great
Moderate
Some/little
Fund:
Great/very great
Moderate
Some/little

*Percentages for each outcome may not total 100 percent due to rounding.
C/E ** cost estimation

S Repor

M/R - mandate reimbursement

Page 54

ted

ING

—

Urve

Percent* of respondent* reporting outcome

Stats official*

C/E M/R
56 31
31 38
13 31
20 40
29 13
51 47
16 27
38 20
47 53

5 25
17 13
78 63

Legislate
leader*

C/E M/R
63 60
29 36

8 4
36 52
36 28
28 20
36 52
38 28
26 20
19 28
33 24
48 48

Interest groups

c/E M/R
39 56
35 29
26 15
26 46
35 27
39 2
28 50
36 22
36 28

8 18
25 18
68 64

GAO/HSDAS-5 Legislative Mandates



X VI

arac
pquire

w’m S of States Visite
andate Reimbursement

!

Stata and yaar requirement waa affective

Calif., Colo,, fla .,
Characteristics 1980- 1981 1878
Legal basis:
Statute X X
Constitution X»
Initiated by:
Legislature X X
Voters X*
Local government
Covers:
Legislation X X X
Regulations X
Specific legislation
exemption allowed Nob Nob Nob
Up-front appropriations
required No No No
Noncompliance allowed in
absence of funding No No No
Formal appeals mechanism
waitable Yes No No

1.,
1681

X
X

Yes

Yes

Yes

Yes

M ate.,
1981

X

Yes

Yes

Yes

No

Mich.,
1979

X

No

Ye«

Yes

Yes

Tann.,
1978

No

Yes

Yes

No

*As noted in ch. 3, prior to 1960, mandate reimbursement was required by statute, effective 1973, initi-

ated by the legislature.

brhese states do not allow specific legislative exemption, but can achieve tho same reautl by not appro-
priating funds for mandates. Because these states do not allow the option of noncompliance, local
governments must carry out mandates even in the absence of funding.
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General Exclusions

Specific Exclusions

California

Florida

Illinois

f I
PmSlx {ates

8S Exgl ed From State

In six of the seven states reviewed, we found certain types of mandates
T L AR

S spedific types reim
burserent by each state.

The falloning types of nmandates gererally are exduded fromreim:
bursenent by nost states we reviened

Federal,

Court,
\oter-approved, ad
Local govermmentrequested

In addition to the general exclusions alloned by nost states, each state
hes spedified that certain types of mandates are not state-reinbursable.
The principal exclusions are as follons:

Cost-semMings manchtes,

Self-financing mancktes,

Mandates enected prior to January 1,1975, and executive orders or reg
ulations initially inplenenting legislation enacted prior to January 1,
1975,

M_anda?dobﬁrirg anewcine or dhanging an existing definition of
crine,

Mandates applicable to both public and private sectors (based on recent
Califormia Suprene Court dedision).

Mandates affecting schoals or other special districts, ad
Mancites applicable to spedific local goverments.

IMancites with no net cost increases,

Cost-savings mandates,

Mandates with costs recoverable through federal, state, or external aid,
Vancates costing less than $1,000 per local governent or less than
$60,000 for all local governrents,

Local government organization and structure mandates, and

Due process nmancktes.,
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Massachusetts = Retirementand groupinsurance mencktes,
< Mandates affecting county and regioral juriscictions,
* Ciminal laws or civil violations, ad
* Penalties inposed by a state agency onanmunicipality due toviolation of
alawﬂBIleted%mzardtoﬁEpLﬂic

Michigan < Mandates gpplicable to a larger dass of persans or corporations, suchas
mepr;vate sector, and not exclusively to local governents (public
Sector),
* Mandates increasing salaries of circuit and proloate courtjudges,
® Nbrtbm%bereﬁﬁngorprcxecﬁrgpﬂicerrplqmcﬂocalgwem
ments,
* Due process mandates.

Tennessee < Mandates applicable to specific local govermments.

Colorado * No specific exdusiors listed
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pendix X

necific Definitions of ntdate Reimbursement

equUIreMents In Seven

California

Colorado

Florida

The definitions of mandate reinburseent requireTents vary by state.
This appendix contains the specific definitions of mandate reinfourse-
ment requireTents in the seven states we reviened

Article XIn B, section 6 Califormia Constitutiont “\Whenever the Legisla
ture or any state agency mandates a new programor higher level of
service cnany local governiment, the state shall provide a subvertion of
funds to reinurse such local governrent for the costs of such program
or increased level of service, except that the Legislature may, but nesd
nat, provide such subvention of funds for the folloning mandites: (a)
Legislative mandates requested by the local agency affected, (b) Legisla-
tion defining anewaine or changing an existing definition of acrine
or () Legislative mandates enacted prior to January 1,1975, or execu
tive orders or regulations initially inplenenting legislation enected prior
toJanuary 1,19/5"

Section 29-1-304, Session Laws of Calorado 1981: (1) Every actionby
the general assenﬂymhlmnnrthteﬁanewprogfamorﬁn@mﬂm
of an existing programsulosequent to July 1,1981, upona unit of local
govermment shall either (a) Provide sufficient state general fund gooro-
priations to nreet the oost thereof, (b) Provide for a local source of reve-
nueto meet the aost thereof .

Horida statute 11.076 of 1978 "'(1) Any gereral law, enected by the
Legislature after July 1,1978, which requires a municipality or

to performan activity or to provide aservice or facility...... whichwill
require the exqoenditure of additional funds,---- must provice anears
to finance such activity, service, or facility----(2) This act shall not
apply to any gereral lawunder which the required exqenditure of addi-
tional local fundsis incidental to the nain purpose of the law:.”

Chapter 85, sectias 2201-2210, lllinois Revised Statutes. . any
State-inrtiated statutory or executive action that requires a local govermn
ment to establish, eqoand or nodify its activities insuchaway as to
necessitate additional expenditures framlocal revenues, exduding any
order issued by acourt other than any order enforcing such statutory o
executive action State mandates may be reimbursable or nonreimour-
sable as proviced inthis Act. However, where the General Assenrbly
enects legislation to conply with a federal mencte, the State shall ke
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Massachusetts

Michigan

Tennessee

g RS

exempt fromthe requireent of reinoursing for the cost of the nan-
datedprogram__”

Chapter 29, section 27C, Massachusetts Gereral Laws. “ (@) Ay
law; rule ar regulation taking effect onor after January first, nineteen
hundred and eighty-one inposing any direct service or aost dbligation
upon any dty or town shall e effective inany dty or toanonly if such
lawis acoepted by vote or by the apapropriation of money for sudh pur-
JpOsss, . ... Unless the general court, at the sane sessioninwhidi such
avwsenacted, provides, by general law and by appropriation, for the
10N by the conmorwesalth of such aost, exclusive of incicental
local administration exenses and unless the general court provides by
gppropriation ineach successive year for suchassunption .

Article IX, section 29, Michigan Constitution: “The state is hereby pro-
hibited framreducing the state financed proportion of the necessary
oosts of any existing activity or service required of units of Local Gov-
emment by state law. A newactivity or service or anincrease inthe
level of any activity or service leyond that required by existing law
shall not e required by the legislature or any state agency of units of
Local Goverment, unless a state gppropriation is mecke and disursed
tolfﬂymeu*itofLocal Government for any necessary increased costs..

Article 2, section 24, Tennessee Costitutiot - No lawof general
application shall impose neress* dexenditure requirements ondties or
counti thes unless the General Assenbly shall provide that the state share
inthecost "
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“—ﬁ—fM—dTls ration of Mandate
mbursement Programs

The administration of nmancite reimurserent prograns varies by state.
This appendix detalls programadministration in Califomia, Messadhu-
setts, and Ternessee,

With a few exceptions, the state constitution requires the state to reim
burse local government for all mandated oosts arsing from legislationor
Vb o1 St rOGrar LOtal e ey Gt T rSeent.
vice inanexisting program agendies may nrei

for mandated oosts inane of two ways.

1 The legislation initially inposing the mandated activity may contain
an appropriation for reimoursarent, and local agendes may file reim
bursement dains with the State Controller to obtain a share of these

2 |If the legislation does not contain an appropriation, the local agency
may file a “test G'ant' with the state’s quasijudidal Commissionan
State Mandates (csm). The test daimis the first daim that alleges the
existence of mandated aosts eligible for reinursenrent. This daim initi-
ates a fact-finding process that culminates in a dedsion by csm. csm
holds several hearings to determine (1) the nrerits of the test daim, (2)
the aosts and tyyes of localities eligible for reimourserent, and (3) the
estimated anmount of reinrburserent. If M detenmines that a particular
statute or regulation contains a reinbursable mandate, it requests an
appropriation fromthe legislature to reimourse localities for oosts
incurred since the mandate becare operative. If the legislature aopro-
priates funding, the Controller notifies localities of the available funds
and gives themguidelines for prepanng reimurserent dains. Locali-
ties actually donot receive reimbursenent until approximetely 2 years
after the intial test daimis filed

Whether a manchte is funded through the ajopropriation or test daim
processes, local agendies nust annuelly file detailed reinbursenrent
claims with the Controller for each apgproved mandate. Reimbursanrents
tolocal agendes cover the prior year’s actual costs and the estineted
oosts for the current year. These payrrents may be for total or increren
tal costs depending on the guidelines certified by csm

In 1986, two laws were enacted to reduce reimbursenent delays for
mencites funoked through the appropriation and test daim processes
Under are law, reimburserent for certain ongoing mandates is proviced
ana block grant besis, with the anmount of the grant equial to the average
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Massachusetts

2§geqdix X
«

amount of reimursenrent, received during a 3-year bese period This
amount is automatically dishursed to local agendes, who will no longer
have tofile raimbtirservit dains with the Contraller. Under the secord
law, mancites approved for funding by csm can e reimrbursed frama
newly created mandate dains fud if the mandate’s first-year state-
Widk oosts are less than $800,000. The anrount of this new revolving
claims fud is $10 million Reinburserents fromthis fund canbe nece
only after local agencies have gore throuf hithe test daim process. How
iavegl csmWill nolonger have to seek funding approval fromthe
egisiature.

The mandate reimburseent requireent wes erected by statute in
1980 through a voter tax relief initiative. Any law;, rule, or regulation
taking effect onor after January 1,1981, is subject tothe reinourse-
ment requirerent. The Division of Local Mandates (dim), created within
the State Auditor's Office in 1983 is the key administening agency of
the reinburserent requirement. It hes the authority to detenmine which
statutes qualify for reirurseent by meeting the nmandate criteria
detailed in the reimbursenrent provision, dim reviews a state programat
the request of a dty, tonn, or state legislator to determine within 60
days whether part or all of it originated after January 1981, when the
reimburseent requirenent becare effective. If so, the requirenrent
stipulates that the state nmust gppropnrate money for the mandate at the
sae session inwhich the lawwes enacted and Ineach successive yearr.
The reguirement also directs the state to pay cities and towns up-front
and in full for the costs assodated with mencites. The local govermn:
nrents need not conply with amancite unless and until there is a state
appropriation for the mancated provisions. They must, honever, peti-
tion the courts to permit nonconpliance

dim mekes the final determination as towhat qualifies as a mandate;
honever, the power of gppropriation lies with the legislature. Thus, all
legislative appropriations concaming mendetes are based ondim deter-
minations. dim detenrines reimbursaldle anounts through either anesti-
netion or a dains process and alerts the state to its dbligation through
nenciate determination reports. The reports are sent to affected local
governents, appropriate state agendes, and state legislators, dim's
menciate determinations ey be adimitted as cost evidence incourt
should a dty or town resort to legal action'to recover its costs. In addi-
tionto dim, the state’s office of Administration and Hinance (aaf) hes
been directed on three oocasians to distribute reinbursable funds to
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Tennessee

Ao

affected cities and toArs, aa £s role was written into legislative gooro-
priation language for three separate mandates. Both aim adaar have
required affected comrunities to itemize estimated and/or certify actual
costs incurred in carmying out each mandated programprior to ded<s
being drawn fromtihe mandate gpopropriation

The state constitution specifies that no laws of general application sl
Inpose increased expenditure requirenents an local govermnents uniless
the state shares inthe aosts The state does not have a specific unit thet
administers the manckte reimbursement program Local govermnents
are reimbursed for state-mandated oosts through either goprgpriations
or state-shared taxes. For reimbursements provided through goprgoria
tions, the state agency that oversees the mandated activity is resparsi-
ble for reimbursing local govermnents. Reimourseents are allocated to
local govermments ana formrula besis. For reimourseents proviced
through state-sh; "ed taxes, the first $1,000,000 increase over the previ-
ous year in state-shared taxes nust be mecke available to munidpalities
and counties to cover the state’s share of nandated costs. Honever,
localities would neoelveﬂmestau:eshared%regard%sofawm
mandates inposed by the state. Thus, the state does not provide new
funding for nancites when they require local governrents to use state-
shared taxes as reimursenrent for nendated oosts. Since state-shared
taxes also are adlocated ana formula bxais, there is norelationship
between the cost of mandates and the amount received fromshared
taxes. Local governents are not reguiired to file reimbursenent dains,
as allocations are besed onformulas.
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CONGRESSIONAL BUDGET OFFICE
U.S. CONGRESS
WASHINGTON. O.C. 20816

July 12, 1988

Mr. Lawrence H. Thompson
Assistant Comptroller General
Human Resources Division
General Accounting Office
441 G Street, N.W.
Washington, D.C. 20548

Dear Mr. Thompson:

We have reviewed your proposed report to Senator Durenberger on
legislative mandates, which you sent to us on June 9, 1988. In general, we
believe the report provides a good description of federal and state cost
estimation processes and of the state experience with legislative mandate
reimbursements.

We agree with the report's conclusion that state-local cost estimates
have had only a limited impact during the last five years. In part, this Is
because there have been relatively few legislative initiatives that would
Impose new mandates on state and local governments. As the report notes,
for example, during the 99th Congress, CBO estimated that less than 10
percent of over 1,100 bills reported from committees would have a state-

local cost Impact. Incidentally, we prepare state-local cost estimates for
almost all bills reported from committee, Including those that would Impose
Nowon p. 12. no costs. The statement on page 16 of the draft report implies that cost

estimates are prepared only for bills which would Impose costs.

The lack of Impact of state-local cost estimates also results In part from
the generally low-key presentation of state and local government concerns

during the legislative process. In our experience, when the state and local
governments and their representative organizations have been active, our
state-local cost estimates have made an Impact. As the proposed report

notes, Increased Interest In cost Impacts will come only when there is a
strong legislative concern about mandating costs on state and local
governments. We believe that this concern must be generated by the state
and local governments and their representative organizations.

With regard to the suggestion that cost estimates be prepared for key
bills before committee markup and forfloor amendments, we believe the
report draws the right conclusion. The effort Involved In reviewing allbills
at an earlier stage wctfd be substantial, and such an increase In CBO cost
estimation efforts would not be cost-effective unless there Is n demand for
the Information. At this point, the demand for state-local cost Impacts Is
fairly limited, but when there are committee or subcommittee requests, CBO
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Page 2

does respond with cost estimates before bills are reported or at other
stages of the legislative process. Therefore, we agree with the report's
conclusion that Congressional committees should be encouraged to request
earlier state-local estimates from CBO fcr selected bills where there are
concerns about cost Impacts.

We are less enthusiastic about the suggestion that the State and Local
Cost Estimate Act be amended to Include appropriation and tax bills. While
the Act has not ber Interpreted as applying to tax measures and
specifically excludes appropriation bills, we could provide Information on
state-local cost Impacts under the authority of section 202(b) of the
Congressional Budget Act If requested by a committee. A statutory change
to extend section 403 coverage to appropriation and tax bills, therefore, Is
not needed to authorize CBO to prepare state and local cost estimates for
these bills, but It would be needed to require us to do so.

We are also dubious about the value of preparing state-local cost

estimates for appropriation bills. Legislative mandates affecting state and
local governments are rarely contained In appropriation bills. This s
because most mandates would be substantive legislation that would be
subject to points of order If Included In appropriation bills. For your

information, we routinely provide estimates of the level of new budget
authority for assistance to state and local governments provided In
appropriation bills, as required by section 308\a) cf the Congressional
Budget Act, althcJlbh this generates no interest as far as we know.
Furthermore, we believe the Appropriation Committees would be concerned
about adding another special reporting requirement for appropriation bills.
There could be problems with the timeliness of CBO estimates because we
frequently have little time In which to review appropriation bill language
before bills are reported. This, In turn, could cause procedural problems
for the Appropriation Committees If Budget Act waivers were required to
begin floor debate.

With regard to tax bills, most significant changes In federal tax law—
rate Increases or decreases, the addition or elimination of preferences—
affect state and local revenues. Estimating these effects would be an
enormous undertaking. Moreover, providing state-local estimates for
selected measures before committee markup is probably not feasible. The
tax-wrltlng committees mark wup bills in concept only; the legislative
language Is drafted subsequently. CBO staff are wusually unaware of the
specific provisions of tax bills until they are drafted and reported from the
committees.
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The Joint Tax Committee staff provides the tax-writing committees with
revenue estimates during and following the markup of tax bills. Because of
Its official role in the legislative and revenue estimating process, only the
Joint Committee staff could prepare state-local fiscal notes for tax
legislation In *t timely manner. Since this would Impose a burden on the
Joint Committee staff, we suggest that It be given an opportunity to review
the proposed report.

We also note that In preparing cost estimates for tax legislation only
revenue effects are estimated. Administrative costs and the costs of
regulations are not Included. The draft report defines "mandates" as "laws
and regulations imposing requirements and related costs on subordinate
levels of government." This definition may not be applicable to tax
legislation under our current estimating practices.

We have a number of minor editorial comments on the report which we
will give directly to Mr. Gadsby. Thank you for giving us an opportunity
to review the proposed report.

Sincerely,

James L Blum
Acting Director

cc:  Mr. J. William Gadsby
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the [1.S. Advisory Commission

ntergovernmental Relations

Mr. Lawrencs H. Thompson

Assistant Catptroller Gsnsral

United Statas General Accounting O ffice
Huaan Rssouroac Division

Washington, DC 20548

Dear Mr. Thcrpscn:

Thank you for giving the Advisory COnmissicn on Intargoverrmental
Relations (ACIR) an opportunity to review the draft of your report
entitled "legislative Mandates: State Experiences can O ffer Insights for
Federal Itasponse” (HRD-88-75). Several staff neuters und | have reviewed
the report. Specific editorial comments and suggestions are included on
the enclosed copy of the report. ACER staff narrative coranents follow
herewith.

Stncral EYaluatign

Overall, we believe that the GAO report is carefully researched,
thorough, and enlightening. For the moat part, the report is well
written and easy to read.

Bregnranrialgn Byaartii&Agg

We are pleased that the GAO has recognized AdR in its
raocxmendation calling for a biennial report on the total estimated costs
to stats and local govsminnts of new mandates contained in legislation
enacted by each session of the Congress. AdR is wall suited to perform
this task and has a strong interest in undertaking tits reporting
responsibility. Our reservation, however, is that because AdR's
appropriations hava thus far declined by 36 percent since 1985 and staff
has been reduoed by 30 percent, ACIR would need additional budgetary
raaouroes to undertake this new responsibility. The amount of resources
required would depend an haw the reporting task was to be performed by
AdR.

Basically, there are two ways to prepare such a report.

1. AdR could perform the task by ocnpiling the CBO figures
routinely every two years, with little or no analysis. The
utility of this approach could be questioned easily, however,
and tha activity would run the risk of being cancelled after
the first several reports. This would be similar to what
happened when AdR administered CMB Circular A-85 in the 1970s.
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2. AdR could perform indapendent analyses, examine different
estimating methods, and analyze tha implementation of
legislation over time to oonpare actual costs with estimated
costs. AdR oould also put the sstimetss into scma context
every two years in terms of what both tha states and the
federal govemaant are doing to institute and ixpleoont mandate
reimbursements. This approach would allow us to evaluate the
process, show emulative trends, and assess the actual oosts of
mandates over the long term. This would be the best way to
prooead, but this approach is wall bayend AdR'a current
resource capabilities.

Oamants cn Text of the Report

The finding that rmiotaurawnant requirements which have been made a
part of the state constitution or initiated by the voters have had an
impact cn stepping unfunded mandates is very interesting in terms of
AdR'a work cn stats and federal constitutional lew. The underlying data
support for that conclusion does not appear to be especially strong,
however. More needs to bn said about how GAO arrived at that oonclusicn.
Tha wording of the Executive Sumnary also makes it unclear as to vhother
constitutional amendments regarding reinburewent have to be initiated by
voters in order to be effective. In other words, docs "public
initiation"™ modify both referendum and anmfteent?

Another good point made in the report is tha rag mandatinn that the
cost-eetimating procss be extended to tax and appropriations bills.
Perhaps this should be highlighted more in the report.

The discussion of the aanple states and their experience is
otherwise thorough and interesting, and the backup material in the

appendioes is vary helpful. Tha description of methodology is a model of
clarity and precision, it would be useful, thought to include the survey
instxwsnt.

With regard to the timing of cost estimates, we believe that waiting
until the last minute to prepare cost estimates disables the process.
The GAO reccnmendaticn to initiate the cost estimate process earlier—

when the conaittews and the public interest groups identify a bill that
is likely to be seriously considered and have significant impact—is good
as far as it goes. However, it still leaves the process in the realm of
case work.

It would be preferable to evaluate mandates in a longer range way.
For exanple, many of the mandates now cn tha books must be reauthorized
every four or five years, or are slated far Congressional oversi®rt an a
relatively regular basis. This ic scosuhat like a sunset review procsss.
Although there 1s not a formal process of that type at present, mandats

Page 67 GAQ/H3D49-75 Legislative Mandates



Affw dli XQ
Coawatiltom tfee UA AArWor A
GealWkm<» litwjww atil Balitrm

Mr. Lawrence H. Thoipecn
July 7, 1988

Page 3

reviews could be scheduled far ahead in many cum ; adequate data bases
could be built and eeirrtained by AdR in anticipation ot recurring
reviews; and major altem ativee ocruld be eet up in anticipation of
legislative action. This type of preparedneee would produou information
far policye»)a*rs based on actual experience, and would be vastly superior
in aany ways to any information that an ad hoc, case-ty-case approach
could produce.

Finally, because of zequim nts act forth in Executive Order 12612,
the timeliness and quality of coet astiaatae can be expected to be
ocneidarably improved for any legislative proposals having u federal
sandate that originate fron an Adtainistraticn. That Order calls far the
use of federalism criteria in developing Executive Branch policiee, and
requiree that regulatory and legislative proposals be acaxpaniad by an
evaluation of "the extant to tAiich the policy lapoaae additional costs or
burdens on the States, including the likely source of funding for the
States and the ability of tha States to fulfill tha purposes of tha
policy" (Sec. 6(c) (3)). Sane mention of this related provision should be
made in tha GAO report.

Ha hope these ocnaants will be useful to you in finalizing this
excellent report.

Johr, Kincaid
Executive Director
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State, County,and City
Government

444 N, Capftol Street. N,WvSulie 340
hington, D.C. ao0oi
Phone: [202) 835-1445

July 27, 1988
Ejcoche Cateters h
: Lawrence H, Thompson

Netioral League Assistant Comptroller General
A ANBEALS Unitad Stata* Ganoral Accounting Of 't

; Washington, D.C. 20548
Coundil o Slate
SR A N, Dear Mr. Thompson:
Intemational Gity . . .

e Association We appreciate the opportunity to fevi the
WILLIAMH HANSELL. JR draft of GAO'a study , i\/ﬂ'ﬁ%ﬂ}
National Association State Experiences Can Offer Inaiahta for
of Counnes Ftdcral Reaponse.
JOFNRTHOMAS
\gtiorel Oonfereroe of \éVe arte inD agrebenent \{vhitr{ ytohur tfjonttent to ;

enator Durenberger tha e beat approac

V‘”L!-'A?\%Tm'? » for raducing infinded Mandates oo thia tine
National Govermors Association oy ld be to focue more attention *t key
RAMCNDC SCHEPPACH points in tha congressional process on
U3 Sorerence estimated coats of auch mandates on state and
A Rs cooran local governments." We would go even

further to set up procedures that require
Congressional committees to both
recelve and consider cost estimates
throughout the legislative process.
We are in complete agreement with the finding that cost
gstimates have a greater impact when they are prepared early

in the legislative process and when they are also prapared
for important amendments to proposed legislation.

We note your recommendation for a biennial review of the
total coats imposed by federal mandates and feel that nuch a

review should be done annually and should covar the
baseline, as well as the incremental costs, of mandaten.
We believe that CBO would be the best organization to
nccomplish this task.

In addition, we strongly urgze that the coat estimate
requirement be extended to tax and a?propnanon bills
inorder to truly ascertain costs that are being passed on to
state and local governments.

We appreciate the work of CBO In cost estimation. We
believe that the process should be strengthened and that CBO
be given additional resources to insure the successful
implementation of the recommendations of this report. The
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public interest ﬁroup{k ere willing to work with CBO more
closely then we have in the pest 1o determine the most
important and costly pieces of legislation sxpectad that
session.  This would make it possible to obtain estimates
garlier in the process.

While the current models for state reimbursement may not be
workable at tha federal level-we believe that further study
could dsvelop workahble federal legislation for cost

reiaburaamant. Re(t;,ardless of the reimbursement question, we
are totally ,supP,or ive of the need for keeping and improving
ati

the cost astimation process.

We are enclosing a Hat of specific su% gstions that were
made last Septsmhbcr at the time that CBO's cost estimate
legislation was reviewed.

d local experience provided

We found your study o an
ederal level.

f state
helpful suggestions at the f

Alan Beals
Chairman

cc: Big 7 Executive Directors
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Cmmkhu Troa State, Goaty, and
CStyn~ - ¥

Tha intergovernmental coat estimate should ha performed
garlier In the legislative procaaa;, currently a fiscal
nota is only dona for bills reported out of committee.
At that point its rola can only ba nagativa, [If
available earlier in tho process, tha cost information
could contribute constructively to the dovelopaent

of legislation

W hile man?r stata legislatures require fiscal notes on

gvery bill introduced, this might prove burdensome for
CBO.. He therafore, recommend that a fiscal note be made
available™ prior to subcommittee markup.

The fiscal note should be updated for subsequent
amendments. This is usually done at the state level,
and is really necessary if the'estimate is to provide
useful information through out the legislative process.

The-threshold should be lowered. The present $200
m illion is too high; $100 million might be reasonable.

The flncal.note. requirement should be extended to
Include aroroprlations and revenue bills. Frequently
tax end spending b.ills have very Iimportant
intergovernmental impacts.

The estimate ahould Include the baseline plus the
incremental cost. This would provida a clearer picture
of the total impact on states and localities.

The cost estimate requirement should be extended
to QMB

Kt’> _fllrJd OHB. ghguld-tach-B M B ftra. an .annu
Iin e

nual recoct .
g the intergovernmental impact of legislation

<§L8nt;01 'ﬁs'%teé”wsi%ﬁtlﬁ (a:ré%.LocaI finance ehQuld be
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Bequests for copies of GROreports should be sent to:

U.S. General Accounting OfiBce
Post Office Boot 6016
Gaithersburg, Maryland 20877

Telephone 202-276-3241

The first five copiesofeach reportare free. Additional copies are
$200¢ach.

There Is a 26%discounton orders for 1000r more copies mailed to a
single address.

Ordersmust be prepaid by cash orby check ormoney order made outto
the SuperintendentofDocuments.
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DEPT. OF COMMUNITY & REGIONAL AFFAIRS PHONE:  (907)465 4700

0O 949 E.36THAVENUE SUITE 400

CHEDF THECWMSEHONR o (o Sstes
PHONE: (907) 553-1073

March 5, 1992

POSITION PAPER
RE: House Bill 476
SPONSOR: House C&RA

Program Effects of Bill:

This bill would require the Department of Community  and
Regional Affairs to prepare a fiscal note on all ©proposed
legislation that has a fiscal impact cn municipalities. The
fiscal note must estimate the fiscal impact for the <current
fiscal year and for five succeeding fiscal years. The fiscal

note must be prepared within five days ofthe legislative
request, or within two days if the request is made after the
90th day of the regular session or during a special session,
and requires consultation with affected municipalities.

Comments:

The Department estimates five new positions, one permanent and

four seasonal, would be necessary to perform the duties
required Dby this legislation. The proposed amendments would
make it easier and cheaper to comply with the bill's
requirements. If the following amendments are adopted, the

Department believes the number of positions required would be
three instead of five.

Amendment #1: After the word "municipality™ on page 1,
line 4, insert "to the extent funding for personnel is made
available.” The effect of this amendment is to make it clear
that if the Legislature does not fund the required positions,
the mandate to the Department is not effective.

Amendment #2: After the word "cost" on page 1, line 6,
delete "or savings." The effect of this amendment is to reduce
the burden on the Department and yet comply with the concern of
municipalities that the Legislature be made aware of new fiscal
burdens being placed on them.
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Amendment #3: After the words "The committee of" on page
1, line 8, delete "first"™ and insert "second". The effect of
this amendment is to reduce the burden on the Department
because many bills never leave their first committee of
referral. It also allows the necessary lead time for staff to
research the bill and poll a variety of municipalities on the
anticipated impacts.

Amendment #4: After the words "substantially complies with
(c)" on page 1, line 14, insert "(1), (2), (6), (7), (8), (9
and (d)". The effect of this amendment is to eliminate
meaningless or wunnecessary requirements for the <contents of
municipal impact fiscal notes since the omitted sections focus
on state funding issues.

Amendment #5: Insert a sunset provision of three years so
that the Legislature is required to revisit this mandate to the
Department after a period of experimentation with the
requirements of the bill. A sunset provision will also force
the Legislature to reevaluate whether the fiscal resources are
available to render this service.

We support the concept of this bill, but can only support the
bill if the Department of Community and Regional Affairs is
given the additional resources to satisfy the bill's

requirements.

Edgar Blatchfora, Commissioner
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CS FOR HOUSE BILL NO. 476 (CRA)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - SECOND SESSION

BY THE HOUSE COMMUNITY AND REGIONAL AFFAIRS COMMITTEE

Offered:
Referred:

sponsor(s): HOUSE COMMUNITY AND REGIONAL AFFAIRS COMMITTEE

A BILL
FOR AN ACT ENTITLED
"An Act requiring municipal fiscal, notes for hills and resolutions.”

WORK DRAFT

7-LS144VG
Cook
3/13/92

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

3
4
5
6
[
8
9

11
12
13
14

* Section 1. AS 24.08.035 is amended by adding a new subsection to read:
(e) If a bill or resolution

except an

appropriation bill, affects a municipality, there shall be attached to the measure a municipal fiscal]
note containing an estimate for the current fiscal year and five succeeding fiscal years of the cost;
to municipalities that would result from enactment of the measure. If the measure '

to a municipality, a statement to that effect shall be attached. TSfcSSttmpd
committee of referral shall request the municipal fiscal note. It shall be prepared by the

section within five days of the request, or
within two days if the request is made after the 90th day of a reqular session or during a special
session. To the extent practicable, before delivering the fiscal note the department shall consult
with municipalities that would be affected by the measure. The municipal fiscal note must

.1-
New Text Underlined iDELETED TEXT BRACKETED]

CSHB 476(CRA)
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contain information that substantially complies with this section.
An amendment or a substitute measure proposed by a committee of referral that changes the

fiscal effect of a hill on a municipality shall be explained by the department in a revised
municipal fiscal note attached to the bill.

CSHB 476(CRA) -

New Text Underlined [DELETED TEXT BRACKETED]



MEMORANDUM

TO JERMY

FROM NAN

RE TODAY'S MEETING  Zb'9 2-

HB 384 - Current law [imits administrative costs of day care
assistance to 10%: this b illl would increase it to 15%. _DCRA

fiscal note reflects that the 5% increase in administrative
costs will remove $570,000 from the program and eliminate
nding for 160 children

fu I f new funds are not received for the
Bro ram to cover the increase, The department supports the

i1 because it believes the ncreased administrative fundlng
will encourage more municipalities to participate. | also
note that DCRA proposes to reduce day care assistance by
$884.7 under their budget reduction Scenario.
HB 526 - Rep. Lincoln is meeting this mornlnﬁwnh Commerce
and DOTPF to try to work _out some issues withtheb ill.  DOTPF
apfarently has problems with the bill; Commerce has submitted
a $99.9 fiscal note (none received as yet from DOTPF), This
bill allows communities to form local Citizen's commissions to
monitor state construction contracts in progress and evaluate
?erformance. Commerce would be required to "base decisions on
he renewal of a contractor's I|cense on the recommendation of
these local commissions,  Unincorporated communities would be
tt)lven the right to participate in confract administration;

hey may assume all or part of the public works
administration, or 10|nt|y administer with the department
T(DOTPF). Small communities (under 2,000) would be relieved
rom the competitive bid process for contratsforgoods or
services on projects under $100,000.
HB 476 - We have a new draft CS, | have incorporated
amendments which include; the fiscal note will be requested
at the second committee of referral_ w.ill reflect only costs
and not savings: will be done by C&RA in cooperation Wwith any
affected staté a%enmes;,wtll he distributed in accordance
with AS 24.08.03 (dﬁ' will include information rec?uwed in A$
24.08.035(c) (1), "(2), (6) and (7) - (9); and will sunset in
five years.
| did not include two of the amendments requested by the AML.
One was to define "mandate", a term which does not appear in
the bill; the other one prowded that no legislation or a?ency
rule would be bindin local governments if a fiscal note
form was not attache The legislature cannot pass a bill
which binds them to any future action; also, if you have a
bill with only one committee referral, there would be no
requirement for a fiscal note to be ﬁ)repared | was also
confused by the term "agency rule"; | would assume that
mcludbe_s”pollcy and regulation, which goes beyond the scope of

is bill.
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List of Materials for HB 495

Sponsor Statement.
Sectional Analysis.

Copy of HB161 (1967) that amended law to include
"Horticultural use."

Copy of 1972 Statutes with the wording removed.
Copy of current statute (1984).

Copy of 1974 SCSHB827 that amended the statute to its
cufrent form,

Memo to constituent, Wayne Leiser, from Frank Mielke,
Director of the Division of Aqmculture, 1117189,
stating "horticulture" clearly Talls under "agriculture,”
in definition. Has accompanying staff memo that supports
that position.
Copy of decision in Lantz v. Fairbanks North Star
Borough, (4FA-89-0986 Civil) may 16, 1989, in which the
court™ ‘affirmed _ that a gréenhouse falls under
agricultural terminology
Copy of the appealed court decision in Lantz v.FNSB.,
(ljnecWhICh the " Superior Court reaffirmed its previous
ision.

Support Letter from constituent, Wayne Leiser.

Copy of opinion from Attorney General's Office, to
Senator Menard concerning this issue, date March 6, 1991.

Committees: Judiciary, Labor & Commerce, Military & Veterans Affairs
Finance Subcommittee, Administration



