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THE APPARENT PROBLEM: 
Earlier this year, in response to claims that existing state 
law was inadequate to remedy or prevent severe financial 
problems of local units of government in the state, the 
l e g i s l a t u r e e n a c t e d the Local G o v e r n m e n t Fiscal 
Responsibility Act. That act calls for the appointment of an 
emergency financial manager if the governor determines 
that a financial emergency exists within a local unit of 
g o v e r n m e n t . The emergency f i n a n c i a l m a n a g e r , in 
consultation with the local government, is required to 
develop a financial plan for the local government. The 
emergency financial manager also has authority over local 
budgetary and personnel matters, and may authorize the 
local government to file for bankruptcy. Reportedly, the 
attorney general has raised the concern that the Local 
Government Fiscal Responsibility Act, in granting these 
powers, 'may be amending other statutes by reference, in 
violation of Article 4, Section 25 of the state constitution. 
Thus, it has been suggested that the laws governing local 
units be amended to conform to the Local Government 
Fiscal Responsibility Act. 

THE CONTENT OF THE BILL: 
Senate Bills 881 through 888 would amend various statutes 
that govern cities, counties, townships, and villages to 
provide tha t , notwi ths tanding any provision of those 
statutes, the authority and responsibilities that can be 
exercised under those statutes could be exercised by an 
emergency financial manager appointed under the Local 
Government Fiscal Responsib i l i ty Ac t to the extent 
authorized by that act. Senate Bill 886 would also provide 
t h a t w i t h the a p p r o v a l of t h e c o u n t y b o a r d of 
commissioners in connection with an emergency loan to 
the county, the Local Emergency Financial Assistance Loan 
Board cou ld exerc ise its au tho r i t y and ca r ry out its 
responsibilities. 
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HOUSE COMMITTEE ACTION: 
The House Taxation Committee added an amendment to 
Senate Bill 886 to provide that with the approval of the 
county board of commissioners in connection with an 
emergency loan to the county, the Local Emergency 
Financial Assistance Loan Board could exercise its authority 
and carry out its responsibilities. 

FISCAL IMPLICATIONS: 
The bills have no fiscal implications for the state, according S 
to the Senate Fiscal Agency. (5-26-88) 

ARGUMENTS: 
For: 
The bi l ls w o u l d remove po ten t i a l obstac les to the 
i m p l e m e n t a t i o n o f t he Loca l G o v e r n m e n t F isca l 
Responsibility Act. Amending the statutes that govern local 
units would ward off-challenges to the constitutionality of 
the new act on the grounds that it amended those statutes 
by reference. Further, the bills would ensure that an 
emergency financial manager's authority did not exceed 
the powers granted in that act. Senate Bill 886 also 
addresses similar concerns regarding conditions attached 
to an emergency loan to Wayne County authorized late in 
1987. 

POSITIONS: 
The Department of Treasury supports the bills. (6-10-88) 
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