SENATE BILL NO. 1160

May 26, 1998, Introduced by Senator GAST and referred to the
Comm ttee on Appropriations.

A bill to anmend 1984 PA 431, entitled
"The managenent and budget act,"
by anendi ng sections 115, 131, 203, 204, 205, 217, 219, 221, 237,
241, 241a, 242, 244, 247, 248, 251, 303, 305, 342, 344, 350,
350a, 350d, 350e, 352, 355, 363, 367, 367b, 367f, 371, 372, 384,
386, 393, 396, 404, 434, 451, 454, 461, 462, 484, 485, 486, 488,
492, and 493 (MCL 18. 1115, 18.1131, 18.1203, 18.1204, 18.1205,
18. 1217, 18.1219, 18.1221, 18.1237, 18.1241, 18.1241a, 18.1242,
18. 1244, 18.1247, 18.1248, 18.1251, 18.1303, 18.1305, 18.1342,
18. 1344, 18.1350, 18.1350a, 18.1350d, 18.1350e, 18.1352, 18. 1355,
18. 1363, 18.1367, 18.1367b, 18.1367f, 18.1371, 18.1372, 18. 1384,
18. 1386, 18.1393, 18.1396, 18.1404, 18.1434, 18.1451, 18. 1454,
18. 1461, 18.1462, 18.1484, 18.1485, 18.1486, 18.1488, 18.1492,
and 18. 1493), sections 115, 203, 205, 217, 221, 244, 247, 342,
350, 367, 371, 372, 384, 386, 393, and 451 as anended and
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sections 204, 24l1la, 350a, 350d, 350e, 396, and 454 as added by
1988 PA 504, sections 219, 352, and 355 as anended and
sections 367b and 367f as added by 1991 PA 72, section 363 as
amended by 1993 PA 2, section 461 as anended by 1986 PA 251, and
sections 484, 485, 486, and 488 as added by 1986 PA 272; and to
repeal acts and parts of acts.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Sec. 115. (1) "Institution of higher education"” neans a
state supported 4-year college or university.

(2) "JCOS" neans the joint capital outlay subcommttee of
t he appropriations conmttees.

(3) "Project” neans a facility which is being planned or
construct ed.

(4) Except as used in sections 284 to 292, "record" neans a
public record as defined in section 2 of the freedom of inforna-
tion act, —Act—No—442of the PubtHteAects—of1976—betrng—Ssection
15232 of the—Mehi-gan—Conpi-tet—taws— 1976 PA 442, MCL 15. 232.

(5) "State agency" neans a departnent, board, conmm ssion,
of fice, agency, authority, or other unit of state governnent.
St ate agency does not include an institution of higher education
or a community college or, for purposes of article 2 or 3, the
| egi sl ati ve —er—futtetal—branches— BRANCH of governnent. FOR
PURPOSES OF ARTI CLE 2 OR 3, EXCEPT FOR THOSE SECTI ONS PERTAI NI NG
TO THE AUTHORI ZATI ON, PLANNI NG CONSTRUCTI ON, AND FUNDI NG CF A
CAPI TAL QUTLAY PRQJECT, | NCLUDI NG CONSTRUCTION OF A FACILITY TO
HOUSE OFFI CES OR FUNCTI ONS NECESSARY FOR OPERATI ON OF THE
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3
JUDI Cl AL BRANCH OF GOVERNMENT, STATE AGENCY DOES NOT | NCLUDE THE
JUDI Cl AL BRANCH OF GOVERNMENT.

(6) "Unit of |local governnent"” neans a political subdivision
of this state, including school districts, community coll ege dis-
tricts, internmediate school districts, cities, villages, town-
shi ps, counties, and authorities, if the political subdivision
has as its primary purpose the providing of |ocal governnental
service for citizens in a geographically limted area of the
state and has the power to act primarily on behalf of that area.

Sec. 131. (1) The director may issue, alter, or rescind
adm ni strative and procedural directives as determned to be nec-
essary for the effective adm nistration of this act. The direc-
tives are exenpt fromthe definition of admnistrative rule pur-
suant to section —H9— 7 of the admnistrative procedures act of
1969, —Aet—No—3066—0of—thePublHec-Acts—of—1969,—berng—secttons
24201+t624-328—of—theMechigan—Conpited—taws— 1969 PA 306,

MCL 24.207. The directives shall be placed in the appropriate
manual and distributed to each principal departnent, —ante— auton-
onous entity wthin state governnent, AND THE SENATE AND HOUSE
APPROPRI ATI ONS COMM TTEES. The directives shall take effect upon
witten approval of the director unless a |later date is
specified. Before a directive nmay becone effective, the depart-
ment shall give the affected principal departnments reasonable
tinme, as determ ned by the departnent of nanagenent and budget,
to respond.

(2) The departnment may promnul gate rules as necessary to

inplement this act. The rules shall be pronul gated pursuant to
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—Act—No—3066—of—thePubl+e—Acts—of—1969— THE ADM NI STRATI VE
PROCEDURES ACT OF 1969, 1969 PA 306, MCL 24.201 TO 24. 328.

Sec. 203. (1) The departnent shall issue directives, after
consultation with any affected state agency, relative to state
automated i nformati on processing installations AND TELECOVWUNI CA-
TI ONS SYSTEMS AND SERVI CES i ncl udi ng the planni ng, —ant—
est abl i shment, CONSOLI DATI ON, OR OUTSOURCI NG of state information
processing installations AND TELECOVWUNI CATI ONS SYSTEMS AND
SERVI CES to assure the design, inplenentation, and mai nt enance of

effective and efficient support systens for state agencies.

16
17
18
19
20
21
22
23
24
25
26
27

(2) 3)— Wthin 60 days after the end of each fiscal year,

t he departnent shall report the following to the appropriations
commttees and the fiscal agencies for the i mediately past com
pleted fiscal year:

(a) The expenditures and funding for each state data
center.

(b) The ampunt and source of funding for automated inform-
tion processing expenditures other than the anounts appropri ated
for in each principal departnent.

(c) The ampunt and source of funding of expenditures by a
princi pal departnent for the acquisition of end-user conputing

equi pnent as approved by the departnent.
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(3) 4 bBxcept—as—provided—+n—subsect+on—(2)—an— AN
expenditure shall not be nade for automated information process-
ing unless the expenditure is pursuant to an automated i nforma-
tion processing plan which is approved by the departnent.

(4) THE DEPARTMENT SHALL DEVELOP AND MAI NTAIN A STATEW DE
PLAN FOR THE EFFECTI VE AND EFFI Cl ENT UTI LI ZATI ON OF | NFORVATI ON
PROCESSI NG AND TELECOVMMUNI CATI ON SYSTEMS AND SERVI CES.

(5) THE DEPARTMENT MAY ARRANGE FOR AND EFFECT A UNI FI ED AND
| NTEGRATED STATEW DE | NFORMATI ON PROCESSI NG AND TELECOVMUNI CATI ON
SYSTEM AND PROVI DE FOR THE ADM NI STRATI ON CF THE SYSTEM

(6) A STATE AGENCY SHALL NOT PURCHASE OR OPERATE A TELECOM
MUNI CATI ONS FACI LI TY OR SYSTEM OR AN AUTOVATED DATA PROCESSI NG
SYSTEM OR | NSTALLATI ON UNLESS THE FACI LI TY, SYSTEM OR | NSTALLA-
TION | S APPROVED BY THE DEPARTMENT.

(7) THE DEVELOPMENT, | MPLEMENTATI ON, OPERATI ON, AND MAI NTE-
NANCE OF ANY TELECOVMUNI CATI ON SYSTEM OR SERVI CES OR AUTOVATED
| NFORMATI ON PROCESSI NG SYSTEM OR SERVI CE IS SUBJECT TO LEQ SLA-
TI'VE OVERSI GHT I N A FORM DETERM NED BY THE LEQ SLATURE. REPORTS
AND ANALYSI S OF PROPOSED OR EXI STI NG SYSTEMS OR PROGRAMS MAY BE
REQUI RED AT THE DI SCRETI ON OF THE LEGQ SLATURE.

Sec. 204. (1) The departnent shall devel op and i npl enent
st andardi zed ri sk managenent policies, practices, and procedures
for all state agencies.

(2) The departnent shall review AND APPROVE all risk nmanage-
ment rel ated prograns of state agencies, including, but not
limted to, worker's conpensation, disability managenent,

i nsurance, safety, loss control, clains handling, exposure
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6
anal ysi s, accident investigation, and risk nmanagenent information
syst ens.

(3) After —r+eviewby— CONSULTATION WTH af fected state agen-
cies, the departnent may adm ni ster selected risk managenent
related prograns as described in subsection (2).

(4) The departnent shall review and approve all proposals
for the acquisition of insurance or Rl SK MANAGEMENT rel at ed
PROGRAM servi ces for state agencies and utilize self-insurance
options where cost effective.

Sec. 205. (1) As used in this section: —ant—sectt+ons—206
ant—26+—

(a) "Form' neans an application, questionnaire, permt,
order, schedule, record, report, or docunment in regular and con-
tinuing use which is used to obtain information, response, com
pliance, or application that is required fromthe public or pri-

vate sector by this state.

(B) —e)— "Forms managenent progrant neans a total system

intended to inprove the efficiency of state governnent through
forms including, but not limted to, survey, analysis, design,
specification, printing, buying, inventory storage, use, and dis-
tribution of formns.

eyt " : FTIN s
f—efﬁ%l—ﬁ—eu%ﬁeﬁ{—u-s-e—by—&ﬁ—ageﬁﬁy—' .
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(2) THE DEPARTMENT SHALL | SSUE DI RECTI VES FOR THE | MPLEMEN-
TATI ON AND MAI NTENANCE OF A FORMS MANAGEMENT PROGRAM W THI N EACH
STATE AGENCY. THE DEPARTMENT SHALL COORDI NATE THE DEVELOPMENT OF
FORMS AT STATE AGENCI ES I N ORDER TO FACI LI TATE THE STANDARDI ZA-
TION OF FORVMS5, RECOMVEND THE ELI M NATI ON OF REDUNDANT FORMS, AND
PROVI DE A CENTRAL SOURCE OF | NFORVATI ON REGARDI NG FORMS USAGE | N

© 00 N o g b~ wWw N P

STATE GOVERNVENT.

10 Sec. 217. (1) The departnent shall issue and adm nister

11 directives relative to the travel of officers and unclassified
12 enpl oyees of state agenci es when engaged in the performance of
13 state business and for the rei nbursement of expenses necessarily
14 incurred when engaged in the performance of state business from
15 what ever source the reinbursenent may be financed. The direc-

16 tives issued pursuant to this section shall not take effect

17 unless the directives are approved by the board.

24 (2) 3)— On January 1 of each year, the director shall pre-
25 pare a travel report in a format established jointly by the
26 chairpersons of the appropriations conmttees and shall submt

27 the report to the appropriations conmttees and the fiscal
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8
agencies. The report shall list each person who received
conpensation, fees, or renuneration under a budget act for travel
outside the state during the preceding 12 nonths. The listing
shal | include the nane of the person who received the conpensa-
tion, fees, or renuneration and the destination, reason for, and
dates of the travel; and the transportation and rel ated costs.
The report shall also include a statenent of the total in-state
travel for the sane peri od.

Sec. 219. (1) The departnent may PROVI DE FOR AND i ssue
directives for the managenent, operation, maintenance, SECURITY,
and repair of facilities. The director nay determ ne space util -
i zation standards and may assign space within the facilities.
The departnent shall manage and operate state owned facilities
under the jurisdiction of the departnent.

(2) The departnent shall not assign space in buildings and
prem ses designated as part of the M chigan capitol park and
under the exclusive jurisdiction of the Mchigan capitol park
comm ssion, pursuant to section 298b, and shall not assign space
in buildings under the jurisdiction of the legislature or the
M chigan capitol commttee created under chapter 7 of the |egis-

| ati ve council act, —Aet—No—268—of—thePubtHec—-Aects—o—31986+

1986 PA 268, MCL 4.1701 TO 4.1702, unless the M chigan capitol

park conm ssion, the legislature, or the Mchigan capitol commt-
tee request the departnent to assign such space.
(3) The legislative council shall nanage and operate the

M chigan |ibrary and historical center.
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(4) The M chigan capitol commttee shall manage and operate
the capitol building and grounds. The senate shall nanage and
operate the Farnum bui |l di ng and grounds. The house of represen-
tatives shall nanage and operate the Roosevelt buil ding and
grounds. This subsection shall take effect Cctober 1, 1991.
(5) —EHeetiveEetober—1—1991—the—eurrent—tabor—andtrades

be—ratntarned— THE DEPARTMENT SHALL CHARGE STATE AGENCI ES FOR
BUI LDI NG OCCUPANCY | N FACI LI TI ES UNDER THE JURI SDI CTlI ON OF THE
DEPARTMENT. THE RATES TO BE CHARGED FOR BUI LDI NG OCCUPANCY SHALL
BE COCORDI NATED W TH THE BUDGET CYCLE. THE RATES SHALL REFLECT
THE ACTUAL COST FOR OCCUPANCY OF THE FACI LI TIES, BASED ON THE
STATEW DE COST ALLOCATI ON PLAN.

Sec. 221. (1) The director may provide for the rental and
| ease of land and facilities for the use of state agencies in the

manner provided by law. The rentals and | eases shall not be

ef fective unl ess approved by the board. -Befere—aftacttity—or
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25
26

posed——eonstruetions—+s—entered—+nteo— | F THE D RECTOR PROPOSES TO
LEASE SPACE OR A FACILITY WH CH MEETS ANY OF THE FOLLOW NG CRI -

TERI A, APPROVAL OF THE JO NT CAPI TAL OQUTLAY SUBCOW TTEE | S
REQUI RED PRI CR TO BOARD APPROVAL:

(A) THE SPACE OR FACI LI TY EXCEEDS 25, 000 GROSS SQUARE FEET.

(B) THE TERM OF THE PROPCSED LEASE IS 5 YEARS OR MORE.

(© THE ANNUAL COST OF THE PROPOSED LEASE |'S MORE THAN
$1, 000, 000. 00 AND CONSI STS OF LESS THAN 25, 000 GROSS SQUARE
FEET.

(D) THE PROPOSED LEASE REPRESENTS THE RELOCATI ON OF A STATE
OFFI CE FROM 1 COUNTY, CITY, TOMSH P, OR VILLAGE TO A DI FFERENT
COUNTY, CITY, TOMSH P, OR VI LLAGE.

(3) FOR THE PURPCSES OF THI S SECTI ON, A NEW LEASE AGREEMENT
FOR SPACE CURRENTLY UNDER LEASE VWH CH CHANGES THE AMOUNT OF SPACE
OR THE LEASE TERM PREVI QUSLY APPROVED BY THE JO NT CAPI TAL QUTLAY
SUBCOWM TTEE SHALL BE CONSI DERED A NEW AGREEMENT SUBJECT TO
APPROVAL BY THE JO NT CAPI TAL OQUTLAY SUBCOW TTEE.

(4) IF A PROPOSED LEASE REQUI RES JO NT CAPI TAL OUTLAY SUB-
COWM TTEE APPROVAL, THE LEASE AND THE REQUEST FOR APPROVAL MJST
BE SUBM TTED TO EACH MEMBER OF THE JO NT CAPI TAL QUTLAY SUBCOM
M TTEE 30 DAYS PRI OR TO THE CONVENI NG OF THE MEETI NG OF THE JO NT

06403' 98



© 00 N o o b~ W N P

N NN N N N NN R R R B R B B R R R
N~ o o0 W NP O © 0N O O~ W N P O

11
CAPI TAL OUTLAY SUBCOW TTEE AT WHICH THE I TEM IS TO BE
CONSI DERED.

(5 —3)— The departnent nmay grant easenents, upon ternms and
conditions the board determ nes are just and reasonable, for
hi ghway and road purposes, and for constructing, operating, and
mai nt ai ni ng pi pelines or electric, tel ephone, tel egraph, televi-
sion, gas, sanitary sewer, stormsewer, or other utility lines
including all supporting fixtures and ot her appurtenances over,

t hrough, under, upon, and across any | and belonging to this
state, except |ands under the jurisdiction of the departnment of
natural resources, the departnent of mlitary affairs, or the
state transportation departnent.

(6) —|4)— The departnment shall determ ne annually the pre-
vai ling market rental values of all state owned office facilities
and private facilities which provide housing for state
enpl oyees. The rental val ues determ ned pursuant to this subsec-
tion shall not be effective unless approved by the board. The
renting and | easi ng of excess state owned | and and buildings to
private and public entities shall be at prevailing market rental
val ues.

—(5)—Thedepartrent—shal—determne the rentalstor—occu—

. oy I E 1ol beritehi . I . : .
p—u—FS—u—&ﬁ{—t—e—s-eet—l—eﬁ—Z—Za—' .

Sec. 237. (1) The departnent shall provide for the devel op-
ment of studies, designs, plans, specifications, and contract
docunents relative to the acquisition, construction, LEASE

PURCHASE, i nprovenent, or denolition of facilities.
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(2) The departnent shall provide for the selection and
enpl oynent of architects and professional engineers, subject to
rules of the departnent of civil service, to do all of the
fol |l ow ng:

(a) To study, design, prepare, and review plans and specifi -
cations for the construction of, repairing of, making additions
to, renodeling of, LEASE PURCHASE OF, or acquisition of,
facilities.

(b) To adm nister construction work.

(3) The departnment shall provide resident inspectors if the
departnent considers it necessary for on site observation of the
construction of facilities.

(4) The departnment nmay obtain i ndependent testing services
to provide quality control of work perforned on facilities.

(5) THE ATTORNEY GENERAL SHALL REVI EW ALL LEASE PURCHASE
AGREEMENTS AND CONSTRUCTI ON CONTRACTS AND MAY ASSESS A FEE FOR
LEGAL SERVI CES PURSUANT TO AN AGREEMENT W TH THE DEPARTMENT.

Sec. 241. (1) Except for the contracts permtted in section
240, a contract shall not be awarded for the construction,
repair, renodeling, or denolition of a facility unless the con-
tract is let pursuant to a bidding procedure which is approved by
the board. The departnent shall issue directives prescribing
procedures to be used to inplenent this section. The procedures
shall require a public advertisenent of intention to award any
contract for construction, repair, renodeling, or denolition of a

facility.
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13
(2) The departnent may award or approve the award, if the
board approves, of construction contracts to construct a project
for which the director is the agent and may expend, for the pur-

poses and in the manner set forth, the anounts appropriated. The

di rect or —+s—not—the—agent—for—a—ecomuntycoHege—or—+nst+tutton
C b el I on—1 . I . I
e : . " . . . C b el
eduecat+on— SHALL BE RESPONSI BLE FOR DESI GN AND CONSTRUCTI ON
ADM NI STRATI ON FOR ALL CAPI TAL OQUTLAY PROJIECTS FOR STATE AGEN-
CIES, COVWUNI TY COLLEGES, AND I NSTI TUTI ONS OF H GHER EDUCATI ON
FI NANCED I N WHOLE OR | N PART BY STATE BUI LDI NG AUTHORI TY BOND
REVENUES UNLESS A WAI VER | S REQUESTED BY THE DEPARTMENT AND
APPROVED BY THE JCCS.

Sec. 24l1a. The departnent shall require that each contract
entered into for DESI G\, PRQJECT MANAGEMENT, construction, alter-
ation, repair, or rebuilding of a state building or other state
property contain a clause requiring that of the persons working
on a project and enployed by the contractor or subcontractor of
the contractor, not |ess than 50% shall have been residents of
this state for not less than 1 year before begi nning work, except
that the percentage shall be reduced or the clause omtted to the
extent that residents are not available or to the extent neces-
sary to conply with a federal |aw or regul ati on concerning fed-
eral funds used for the project. A breach of the clause shall be
considered a material breach of the contract. This section shal

not apply to enployers who are signatory to collective bargaining
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agreenents and which agreenents allow for the portability of the
enpl oyees on an interstate basis.

Sec. 242. (1) This section applies to a project which is
any of the follow ng:

(a) A project authorized for planning pursuant to an appro-
priation act.

(b) A project which will be financed by general fund appro-
priations other than |unp suns.

(c) A project which will be financed by the state buil ding
authority.

(2) The JCOS and the director shall jointly determ ne the
priority of the projects to be studied and planned. The

—departrent—shat—then—revtew programstaterents—and— DI RECTOR
CONCURRENT W TH SUBM SSI ON OF THE EXECUTI VE BUDGET, SHALL SUBM T

TO THE JCOS, FOR APPROVAL, CRI TERI A USED FOR EVALUATI NG PRQJECT
REQUESTS. THE JCOS AND THE DI RECTOR SHALL REVI EW AND APPROVE
PROCGRAM STATEMENTS. THE DEPARTMENT SHALL prepare plans for
projects in accordance with the priority list.

(3) A professional services contract shall not be awarded
until a program statenent is approved by the departnent and
—nott+ee—of—the—approval—+s—gtven—toe— THE JCOS.

(4) A planning or prelimnary study of a project shall be

pursuant to the purpose and scope as determ ned in the program

statement .
(5) An amount shall not be expended for schematics unless
the release is authorized by the departnent and the JCOS. A

REQUEST SUBM TTED BY THE DEPARTMENT FOR THE RELEASE OF LUMP- SUM
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PLANNI NG FUNDS BY THE JCOS FOR THE PREPARATI ON OF SCHEMATI C
PLANNI NG DOCUMENTS SHALL | NCLUDE A CURRENT ACCOUNT BALANCE FOR
THE LUMP- SUM PLANNI NG ACCOUNT.

(6) An appropriation shall not be rel eased for preparation
of a prelimnary planning docunent until the schematics for the
project are approved by the departnent and the JCOS and the
release is authorized by the departnment and the JCOS. A REQUEST
SUBM TTED BY THE DEPARTMENT FOR THE RELEASE OF LUMP- SUM PLANNI NG
FUNDS BY THE JCOS FOR THE PREPARATI ON OF PRELI M NARY PLANNI NG
DOCUMENTS SHALL | NCLUDE A CURRENT ACCOUNT BALANCE FOR THE
LUMP- SUM PLANNI NG ACCOUNT.

(7) An appropriation shall not be released for a construc-
tion project unless the prelimnary plans for the project are
approved by the departnent and the JCCS.

(8) FOR A PROJECT FOR WHI CH THE DEPARTMENT |'S NOT THE AGENT
OR |'S NOT' RESPONSI BLE FOR DESI GN AND CONSTRUCTI ON ADM NI STRATI ON,
AN | NDEPENDENT APPRAI SAL OF THE COST OF A PRQJECT BASED ON PRE-
LI M NARY PLANNI NG DOCUMENTS | S REQUI RED BEFORE JCOS APPROVAL OF
PRELI M NARY PLANNI NG DOCUMENTS. COSTS ASSOCI ATED W TH THE PREPA-
RATI ON OF AN | NDEPENDENT COST APPRAI SAL W LL BE THE RESPONSI BI L-
| TY OF THE ENTITY, | NSTITUTI ON, OR AGENCY FOR VWHI CH THE PRQJECT
WAS AUTHORI ZED.

(9) —8)— Appropriations nmade for studies and prelimnary
pl ans shall not be considered a commtnent on the part of the
| egi sl ature to appropriate funds for the conpletion of plans or
construction of any project based on the studies or prelimnary

pl ans. The total authorized cost as set forth for a specific

06403' 98



© 00 N o g b~ wWw N P

N RN N N N NN R B R R R B R R R
N~ o o b~ WN PP O O 0N O 0o~ N P+ O

16
project for which only a partial appropriation is made shall not
be considered a conmtnent on the part of the legislature to
appropriate the difference between the anount appropriated and
t he amount aut horized pursuant to a capital outlay appropriation
act during the next or subsequent fiscal years. The total appro-
priation will be equal to the actual cost of providing a project
desi gned and constructed to neet the purpose and scope of the
project as currently recognized by the legislature and equal to
or less than the authorized total cost, or the total authorized
project cost |ess any funds received fromprivate or federal
sources, whichever is the smaller anount.

(10) 99— A project may be exenpted fromthis section pur-
suant to a capital outlay budget act.

(11) —36)— A project which is financed with restricted fund
nmoney may be required to conply with this section pursuant to a
budget act OR AT THE DI RECTI ON OF THE JCCS.

Sec. 244. (1) Except as otherw se expressly provided or as
provided in section 246, a construction appropriation includes,
where applicable, costs for |and; professional services, includ-
i ng engi neering and inspection services; all construction trades
work; utilities; site work; on site supervision; equipnent; fur-
niture; and furnishings for a conpleted facility ready for use.
The appropriation for a project authorized in a budget act shall
be charged with any direct |abor OR PROFESSI ONAL SERVI CES per -
formed on that project by enpl oyees of the state —agenrcy—for

wht-eh—the—approprtat+ons—are—+made— | NCLUDI NG COSTS ASSCOCI ATED
W TH A RESI DENT | NSPECTOR TO PROVI DE ON- SI TE SUPERVI SI ON AND
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SHALL NOT EXCEED 1.5% OF THE TOTAL AUTHORI ZED COST. For each
construction project for which the departnent is an agent AND
RESPONSI BLE FOR DESI GN AND CONSTRUCTI ON ADM NI STRATI ON, the
departnent shall determne the need for a resident inspector to

provi de on site supervision. The departnent may enpl oy and

assign the resident inspector. —wth—the+nspeector—s—satarytobe

the—departrrent— |If the departnent approves, a qualified enpl oyee

of the state agency's regular staff may be the resident inspector
with the inspector's salary to be paid fromthe state agency's
operating funds. This subsection shall apply to all projects
regardl ess of when the appropriations were nade for the project.
The direct | abor charges and corresponding credits shall be made
in accordance with the systens and procedures prescribed by the
departnment. Charges shall not be nade to projects for any indi-
rect or admnistrative overhead costs, except professional serv-
ices by a state agency if the professional services are approved
by the department and if the departnment is the agent AND RESPON-
SI BLE FOR DESI GN AND CONSTRUCTI ON ADM NI STRATI ON for the project
and provi des professional services or adm ni sters and supervi ses
the project. The director may establish separate accounts within
an appropriation to permt a state agency, community coll ege, or
institution of higher education to make expendi tures for equip-
ment, furniture, and furnishings. The director shall carry out
this act and shall exercise the best professional judgnment in the
design and construction of all projects included within a budget

act so that the design and construction neets the requirenents of
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the projects in the nost econom cal and efficient manner, wth
particul ar enphasis on future mai ntenance and operating cost.

(2) A contract to conplete the construction of a project for
whi ch construction appropriations are made in a budget act shal
be made upon the conditions that the total cost for the conple-
tion of each facility, ready for use, shall not exceed the total
cost authorized for each respective project; that the obligations
for paynments for each project, during the fiscal years subject to
this act, shall not exceed the anobunt appropriated for each spe-
cific facility by this and previ ous budget acts; and that the
contract may be awarded before the beginning of the next fiscal
year if the terns of the contract provide that paynents shall not
be made until after the first day of the follow ng fiscal year,
except in anmounts previously appropri ated.

Sec. 247. (1) Appropriations may be transferred —foer— FROM
a state agency, community college, or institution of higher edu-
cation —as—regurred— to provide necessary funds for —any—projeet

el b : | . I
I , . . . b ol I . bt .
t+on—+s—rade— THE COVPLETI ON OF AN AUTHORI ZED CAPI TAL OUTLAY
PRQIECT, if the transfer is approved by the departnment, JCOS, and
t he appropriations commttees.

(2) FUNDS MAY NOT BE TRANSFERRED | NTO CAPI TAL OUTLAY
ACCOUNTS WH CH WERE ESTABLI SHED BEFORE 2 FI SCAL YEARS PRI OR TO
THE YEAR | N WHI CH THE TRANSFER | S PROPOSED UNLESS THAT PROJECT
HAS BEEN REAUTHORI ZED W THI N THE 3- YEAR PERI OD.
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(3) FUNDS MAY NOT BE TRANSFERRED | N ORDER TO EXPAND THE
SCOPE OF A CAPI TAL QUTLAY PRQJECT OR TO ACCOVPLI SH NEW
CONSTRUCTI QN, REMODELI NG, ADDI TI ONS, OR SPECI AL MAI NTENANCE NOT
SPECI FI CALLY AUTHORI ZED I N A CAPI TAL QUTLAY APPRCPRI ATI ONS ACT.

(4) THE DEPARTMENT AND THE JCOS SHALL NOT PERM T OR AUTHO
RI ZE THE USE OF FUNDS APPROPRI ATED TO STATE AGENCI ES FOR OPERA-
TIONS I N EXCESS OF $250, 000. 00 TO BE USED FOR CAPI TAL QUTLAY PUR-
POSES EXCEPT PURSUANT TO A TRANSFER PERM TTED UNDER THI S SECTI ON

Sec. 248. (1) This section applies to all capital outlay
projects appropriated in any budget act. This section does not
apply to lunp suns other than planning projects.

(2) Appropriations nmade in any budget act for a planning
project shall not |apse to the fund fromwhich appropriated at
the end of the fiscal year, but shall continue until the purposes
for which the suns were appropriated are conpl eted. However,
each project which has been authorized for planning for —5— 3
years or nore and which has not been authorized for construction
shall be term nated, unless the project is specifically reautho-
rized in a budget act.

(3) Except as otherwi se provided in this section, the bal-
ance of any capital outlay project other than a planning project
shall not | apse at the end of the fiscal year for which the
appropriation was nmade, but shall continue for not nore than 2
fiscal years occurring after the fiscal year for which the appro-
priation for the project is nade.

(4) A capital outlay project may be continued beyond 3

fiscal years if the bid for the start of construction of the
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project is awarded before the end of the second fiscal year
occurring after the fiscal year for which the appropriation for
the project is nade.

(5) A capital outlay project which is for purchase of prop-
erty may be continued beyond 3 fiscal years if a contract to pur-
chase property is entered into before the end of the second
fiscal year occurring after the fiscal year for which the appro-
priation for the purchase is nmade but only the amobunt necessary
to conplete the purchase of the property pursuant to the contract
shal | be carried forward.

(6) A capital outlay project may be conti nued beyond 3
fiscal years if a federal grant award is pending and the federal
rules preclude the award of the bid before the end of the second
fiscal year occurring after the fiscal year for which the appro-
priation for the project was nade, but shall not be continued
beyond an additional year unless the bid for the start of con-
struction of the project is awarded.

(7) If the bid for the start of construction of the project
is awarded before the appropriations for the project are sched-
uled to | apse pursuant to subsection (3) or (5), the unobligated
bal ance of the appropriations for the project shall not |apse but

shall continue for 23 nonths after a project is substantially

conpl et ed.

(8) If a capital outlay project is subject to a | egal
action, the balance shall |apse pursuant to subsections (2) to
(7), or 30 days after the legal action is settled, or 30 days

after a final order is entered, whichever is |later.
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(9) An unexpended bal ance which is to | apse pursuant to this
section shall |apse to the fund fromwhich the appropriation is
made.

(10) A GRANT OR GRANT- I N- Al D APPROPRI ATED FOR THE PURPCSE OF
THE ACQUI SI TI ON, CONSTRUCTI ON, REPAI R, OR MAI NTENANCE OF CAPI TAL
ASSETS SHALL NOT BE REDUCED, ADJUSTED, DELAYED, | MPOUNDED
LAPSED, OR OTHERW SE ALTERED BY THE DI RECTOR FOR ANY PURPOSE
W THOUT LEQ SLATI VE APPROVAL AND SHALL BE CARRI ED FORWARD UNTI L
AWARDED, I N FULL, TO THE RECI PI ENT OF THE APPROPRI ATl ON CONSI S-
TENT W TH LEGQ SLATI VE | NTENT.

Sec. 251. —(bH—TFhis—sectton—apptres—to—att—r+eal—property—of
the—state—-execept—att—of—thefottowng:-

o I et st C
{—l—eﬁ—&epﬂH—ﬁﬁeH{—' .

" I bt sdiet . oy I :
" TN

(1) 22— The departnent shall provide for the devel opnent
and mai nt enance of real property records and facility
inventories. The departnment may award appropriate service con-
tracts or enploy |and surveyors to survey, nonunent, nap,
describe, and record real property and facilities FOR ALL STATE
AGENCI ES.
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(2) —3)— The departnent shall issue directives to provide
for the disposition process for facilities and | ands which are
consi dered surplus FOR ALL STATE AGENCI ES.

Sec. 303. (1) "Detroit consuner price index" neans the nost
conprehensi ve i ndex of consuner prices available for the Detroit
area fromthe bureau of |abor statistics of the —Untted—States
departrent—ef—+aber— FEDERAL GOVERNVENT.

(2) "Open-end appropriation” neans an annual appropriation
W thout a specific sum for a state budget purpose.

(3) "Personal inconme" neans as defined by the bureau of eco-
nom ¢ anal ysis of the —bnrrted—States—departrent—of—commerce—
FEDERAL GOVERNMENT.

(4) "Programt neans the activities and financial resources
applied to a public policy intention as approved by the
| egi sl ature.

(5) "Proportion" nmeans the proportion of total state spend-
ing fromstate sources paid to all units of |ocal governnment in a
fiscal year, and shall be calculated by dividing a fiscal year's
state spending fromstate sources paid to units of |ocal govern-
ment by total state spending fromstate sources for the sane
fiscal period.

Sec. 305. (1) "Total state spending” neans the sum of state
operating fund expenditures, not including transfers —fo+
Hnanetng— bet ween funds.

(2) "Total state spending from state sources" nmeans the sum

of state operating fund expenditures not including transfers —fof
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Hranetng— between funds, federal aid, and restricted | ocal and
private sources of financing.

(3) "Transfer paynents" neans as defined by the bureau of
econom ¢ anal ysis of the —Unatted—States—departrent—of—ecomeree—
FEDERAL GOVERNMENT.

(4) "Unit of |ocal governnent" neans unit of |ocal govern-
ment as defined in section 115(6).

Sec. 342. The state —budget—direetor— TREASURER OR OTHER
DESI GNEE OF THE GOVERNOR shal | establish and nmai ntain an econom c
anal ysis, revenue estimating, and nonitoring activity. The
activity shall include the preparation of current estimtes of
all revenue by source for state operating funds for the initial
executi ve budget proposal to the legislature and thereafter
through final closing of the state's accounts.

Sec. 344. (1) The state budget director shall devel op
annual proposals for departnental programactivities and the
associ ated estimated costs and sources of financing. The propos-
als shall reflect current departnental programactivities rel a-
tive to inpact on state policy goals, and new and augnented pro-
gramactivities in response to changing priorities. The propos-
als shall reflect the evaluations and anal yses of state prograns
and activities prescribed in this act.

(2) The state budget director shall review the auditor
general's audits of state agencies as a basis for making recom
mendations in departnmental program expenditure proposals.

(3) The state budget director shall annually determ ne the

anounts required for interest and principal of state debt and the
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estimated costs of capital outlay projects to provide facilities
for state program services.
T b ’ el . et
ol I o I ’ ey .
S I . I . .

Sec. 350. (1) If state governnment assunes the financing and
adm ni stration of a function, after Decenber 22, 1978, which was
previously perfornmed by a unit of |ocal governnent, the state
paynments for the function shall be counted as state spending paid

to units of |ocal governnent.

(2) —4)— Refunds or other repaynents of prior year revenues

shall not be considered in the determ nation of total state
spendi ng.

Sec. 350a. As used in sections 26 to 28 of article I X of
the state constitution of 1963:

(a) "Personal inconme of Mchigan" for a cal endar year neans

total annual personal incone as officially reported by the
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—bnt-ted—States—departrent—of—comrerce;— bureau of econom c
anal ysis OF THE FEDERAL GOVERNMENT, in August of the year follow
ing the cal endar year for which the report is nmade. Revision of
the total annual personal incone figure as reported by the bureau
of econom c anal ysis after August of the year follow ng the cal-
endar year for which the report is nmade shall not cause personal
i ncone of Mchigan as defined to be revised.

(b) "Total state revenues" neans the conbined increases in
net current assets of the general fund and special revenue funds,
except for conponent units included within the special revenue
group for reporting purposes only. For fiscal years begi nning
after Septenber 30, 1986, total state revenues shall be conputed
on the basis of generally accepted accounting principles as
defined in this act. However, total state revenues shall not
i ncl ude the foll ow ng:

(1) Financing sources which have previously been counted as
revenue, for the purposes of section 26 of article |I X such as,
begi nning fund bal ance, expenditure refunds, and residual-equity
and operating transfers fromw thin the group of funds.

(11) Current assets generated fromtransactions involving
fixed assets and |long-termobligations in which total net assets
do not i ncrease.

(111) Revenues which are not available for normal public
functions of the general fund and special revenue funds.

(1v) Federal aid.

(v) Taxes inposed for the paynent of principal and interest

on voter-approved bonds and | oans to school districts authorized
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under section 16 of article I X of the state constitution of
1963.

(vi) Tax credits based on actual tax liabilities or the
i nput ed tax conponents of rental paynents, but not including the
anount of any credits not related to actual tax liabilities.

(vin) Refunds or paynents of revenues recognized in a prior
peri od.

(vini) The effects of restatenents of begi nning bal ances
requi red by changes in generally accepted accounting principles.

(c) The calculation of total state revenues required by sec-
tion 350b(3) shall not be adjusted after the filing of the report
requi red by June 30, 1989, unless future changes in generally
accepted accounting principles would substantially distort the
conparability of the base year and the current and future years.
In no event shall intervening years be recal cul at ed.

Sec. 350d. (1) The procedures enunerated in this section
shal | be foll owed when revenues are required to be refunded pur-
suant to section 26 of article I X of the state constitution of
1963.

(2) For any fiscal year in which total state revenues exceed
the revenue Iimt as provided in section 26 of article I X of the
state constitution of 1963 by 1% or nore, the revenues in excess
of the revenue limt shall be refunded pro rata based on the
l[iability reported on the state incone tax return filed —purstant
to—section—441—of—~Aect—No—281—of thePubHec-Acts—of 1967+ —being
sectton—206441of theMehigan—Conpttetd—taws— UNDER THE | NCOVE
TAX ACT, 1967 PA 281, MCL 206.1 TO 206.532, and the single
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busi ness tax return fil ed —pursuant—to—seet+on—97of—Act—No—228
. ey N : e . . . iy ehi
Conpttet—taws— UNDER THE SI NGLE BUSI NESS TAX ACT, 1975 PA 228,
MCL 208.1 TO 208. 145, for the taxpayer's tax year beginning in
the fiscal year for which it is determned that the revenue limt
has been exceeded.
3 : | ke I . e I

exceed—therevenvetHmt—bytess—than—1%—

(3) t4)— If total state revenues exceed the revenue limt
by | ess than 1% the —governer—shatH—reconmmend—to—thetegistature

that—the—excess—bhe—approprtated— REVENUES IN EXCESS OF THE LIMT
SHALL BE TRANSFERRED to the countercyclical budget and econom c

stabilization fund, or its successor.

(4) 59— A refund required pursuant to this section shal
be refunded during the fiscal year beginning on the Cctober 1
followng the filing of the report required by section 350e which
determnes that the limt was exceeded in the prior fiscal year
for which the report was filed.

Sec. 350e. The departnent shall annually prepare a report
whi ch summari zes in detail the state's conpliance with the reve-
nue limt established in section 350b. The report shall be sub-
mtted to the auditor general for review and comment not |ater
than May 31 of each year, and shall be published by subm ssion to
the legislature not |later than June 30 of each year. —For—the
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Sec. 352. (1) When the annual growh rate is nore than 2%
t he percentage excess over 2% shall be nultiplied by the total
state general fund-general purpose revenue for the fiscal year
ending in the current cal endar year to determ ne the anount to be
transferred to the fund fromthe state general fund in the fiscal
year beginning in the current cal endar year.

(2) When the annual growth rate is less than 0% the percen-
t age deficiency under 0% shall be nultiplied by the total state
general fund-general purpose revenue for the fiscal year ending
in the current cal endar year to determne the eligible amunt to
be transferred to the state general fund fromthe fund in the
—etur+rent— fiscal year ENDI NG I N THE CURRENT CALENDAR YEAR. \Wen
the formula calls for a larger transfer fromthe fund than is
necessary to bal ance the current fiscal year state general
fund- general purpose budget, the excess shall remain in the
f und.

Sec. 355. (13— The transfer into or out of the fund as
provided in section 352 for each fiscal year beginning after
Septenber 30, 1978, may be adjusted in light of revision in the
annual growth rate for the cal endar year upon which that transfer
was made. | F AN ADJUSTMENT |S REQUI RED, I T SHALL BE | MPLEMENTED
BY AN APPROPRI ATI ON BI LL ENACTED | NTO LAW The adjustnent, if
made, shall be directly proportional to an increase or decrease
in the annual growmh rate, but the adjustnent shall not be in
excess of 1% nultiplied by the total general fund-general purpose
revenue of the fiscal year upon which the transfer was based.

The basis for an adjustnent shall be a change in the personal
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i ncone | evel for that cal endar year as determ ned by the bureau
of econom c analysis of the United States departnent of conmerce
in the last report it makes before April 30 of the fiscal year in
whi ch that cal endar year ended. The adjustnent, if made, shall
be effective on June 1 of the fiscal year in which the transfer

i s made.
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Sec. 363. Wthin 30 days after the | egislature convenes in
regul ar session, except in a year in which a newy el ected
governor is inaugurated into office when 60 days shall be
al | oned, —or—except—in—the—1993—~catendar—year—whenthe—transms—
ston—date—shat—benot—tater—than—Mreh—319—1993,— t he governor
shall transmt to each nenber of the |egislature and the —senate
and—house— fiscal agencies the budget in detail as provided in
this act, acconpani ed by such expl anati ons and recomendati ons
relative thereto as the governor considers necessary. At the
time the budget is transmtted to the legislature, the director
shall transmt line-itemappropriation detail to the fiscal agen-
cies using a conputer software application that is conpatible
with the budget tracking conputer systens used by the respective
fiscal agenci es.

Sec. 367. (1) Concurrent with transmtting the state budget
to the legislature, the governor shall submt to the |legislature
and t he —senate—and—thouse— fiscal agencies executive budget bills
containing | TEM ZED STATEMENTS OF ESTI MATED STATE SPENDI NG TO BE
PAID TO LOCAL UNI TS OF GOVERNVENT, individual line item anounts,
i ncl udi ng the nunber of FTE positions to be funded by each indi-
vidual line itemanount, for the proposed expenditures and any
necessary bills for additional revenue to provide financing for
t he proposed expenditures.

(2) One executive budget bill and 1 enacted budget bil
shall contain all of the foll ow ng:

(a) The estimted revenue for each state operating fund in

sufficient detail to provide for conparison with actual revenue.
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(b) Summary totals for each state operating fund to refl ect
t hat recommended expenditures for each fund are within proposed
and estimated resources.

(c) An —+temzed— ESTI MATED statenment of state spending to
be paid to units of |ocal governnent, total state spending from
state sources of financing, and the state-local proportion
derived fromthat data.

Sec. 367b. (1) A revenue estimating conference shall be
held in the second week of January and —+n— NOT LATER THAN t he
| ast week in May of each year, and as otherwi se provided in this
act .

(2) The principals of the conference shall be —the—¢ireetor
of—the—departrent—of—managemrent—and—budget— A DESI GNEE OF THE
GOVERNCR, the director of the senate fiscal agency, and the
director of the house fiscal agency, or their respective
desi gnees.

(3) The conference shall establish —an—ofiH+etal—econom—ec
ferecast—of—ajor—vart+ables—ofthenattonal—andstate—economes—
Fhe—eonterence—shat—also—establsh— a forecast of anticipated
state revenues as the conference determ nes including the
fol | ow ng:

(a) State inconme tax collections.

(b) State sales tax collections.

(c) Single business tax collections.

(d) Total general fund/ general purpose revenues.

(e) Lottery transfers to the school aid fund.
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(f) Total school aid fund revenues.

(G CHANCE IN THE BASI C FOUNDATI ON ALLOWANCE PROVI DED FOR I N
THE STATE SCHOOL Al D ACT OF 1979, 1979 PA 94, MCL 388. 1601 TO
388.1772.

(H COWPLI ANCE W TH THE STATE REVENUE LI M T ESTABLI SHED BY
SECTI ON 26 OF ARTICLE | X OF THE STATE CONSTI TUTI ON OF 1963.

(1) PAY-INS OR PAY- QUTS REQUI RED UNDER THE COUNTERCYCLI CAL
BUDGET AND ECONOM C STABI LI ZATI ON FUND.

(4) The conference's official forecast of economc and reve-
nue vari abl es shall be determ ned by consensus anong the
pri nci pal s.

(5) The forecasts required by this section shall be for the
fiscal year in which the conference is being held and the ensuing
fiscal year

(6) The official conference forecast shall be based upon the
assunption that the current |law and current adm nistrative proce-
dures will remain in effect for the forecast period.

Sec. 367f. Upon the witten request of a principal, a con-
ference shall be convened by the —dt+reeter— CHAI RPERSON.

Sec. 371. (1) An enployee of a state agency shall not nake
or authorize an expenditure or incur an obligation that results
in the agency exceeding the gross appropriation |level of an
appropriation line itemmmade to that agency by the |egislature.
The chief executive officer and the chief financial officer of a
state agency are responsi ble for any action taken by a state
agency which results in exceeding an appropriation. The chief

executive officer of a state agency shall report a violation of

06403' 98



© 00 N o g b~ wWw N P

10
11
12
13
14
15
16
17

34
this subsection imediately to the director and the chairpersons
of the senate and house appropriations conmttees, together with
a statenment of any action taken to renmedy the occurrence.

(2) Wthin 15 days after a bill appropriating an anmount is
enacted into | aw, the anount appropriated shall be divided into
all ot nents by departnent and by state agency based on periodic
requi renents to represent a spending plan. The state budget
director shall reviewthe allotnents. By June 1 of each year,
the director shall submt a report to the appropriations commt-
tees AND THE FI SCAL AGENCI ES t hat conpares actual expenditures to
the allotnments made for each departnent and each state agency for
the first 6 nonths of the fiscal year. Wen it appears that a

spendi ng plan, or sources of financing related, do not provide

the I evel of program service assunmed in the appropriation for the
fiscal year, the state budget director shall —purste—t—-of—the
feH-oewng—r+enmedies— | MMEDI ATELY NOTI FY THE APPROPRI ATI ONS

COW TTEES.
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Sec. 372. (1) Allotnments may be adjusted by the state

budget director as requested by a departnent, subject to the con-
siderations in section 371(2).

(2) A paynent which woul d exceed an all ot nent bal ance may be
wi t hhel d by order of the state budget director. Paynents shal

not exceed the total periodic allotnments for the fiscal year.

(3) For open-end appropriations, a continuing allotnment my
be approved by the state budget director or the state budget
director may require the state agency to submt requests for
periodic all otnents.

(4) Allotnments may be reduced or adjusted by the state
budget director as a result of inplenenting nmeasures of adm nis-
trative efficiency, including the abolishnent of positions by
appointing authorities. An action taken under this section shal
be reported to the appropriations commttees AND THE FI SCAL
AGENCI ES within 15 days after the action is taken.

(5) The state budget director may issue directives for the
al | ot ment of appropriations.

Sec. 384. (1) A state agency which applies for federal
financi al assistance shall notify the departnment within 10 days
after the application is sent. The notification to apply for
federal financial assistance shall be on a form prescribed by,

and contain information requested by, the departnment. Wthin 10
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days after the state agency receives notice that its application
for federal financial assistance is awarded, rejected, revised,
or deferred, the state agency shall provide notice of the award,
rejection, revision, or defernent of the application to the
departnment AND TO THE FI SCAL AGENCI ES.

(2) Wthin 30 days after a state agency receives notice that
a federal grant has been awarded to the state for which organiza-
tions or units of local government are eligible to apply, the
state agency adm nistering the federal grant program shall report
to the legislature AND THE FI SCAL AGENCI ES the availability of
the grant funds and the proposed plan for allocating the grant
funds to the organi zations or units of |ocal governnment. A state
agency shall not commt any federal grant funds before this noti-
fication to the legislature has occurred and a subsequent appro-
priation of the funds is nade by the | egislature.

(3) Before Decenber 1 and June 1 of each year, each princi-
pal departnment shall report to the appropriations commttees, the
fiscal agencies, and the departnent estimates on the extent to
whi ch federal revenues appropriated have been realized and are
expected for the remainder of the fiscal year. The report shal
detail the estimate by programor grant, and catal og of federal
donesti c assi stance account.

Sec. 386. (1) The state budget director shall prepare
nmont hly financial reports.

(2) Wthin 30 days after the end of each nonth, the state
budget director shall transmt copies of the nonthly financial

report to all the appropriations commttee nenbers and the fiscal
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agencies. The nonthly financial report due by Novenber 30 shal
be the first nonthly financial report to include statenents con-
cerning the fiscal year which began on Cctober 1.

(3) Each nonthly financial report shall contain the follow
ing information:

(a) A statenment of actual nonthly and year-to-date revenue
coll ections for each operating fund; the general fund/general
pur pose revenues, school aid fund revenues, and the tax coll ec-
tions dedicated to the transportation funds; including a conpari -
son with prior year anobunts, statutory estimtes, and the nost
recent estimates fromthe executive branch.

(b) A statenent of estimted year-end appropriations |apses
and overexpenditures for the state general fund by principal
depart nent.

(c) A statenent projecting the ending state general fund
—batance— AND STATE SCHOOL Al D FUND BALANCES for the fiscal year
i n progress.

(d) A summary of current econom c events relevant to the
M chi gan econony, and a di scussion of any econom c forecast or
current know edge of revenue collections or expenditure patterns
that is the basis for a change in any revenue estinate or expen-
diture projection.

(e) A statenent of estimted and actual total state revenues
conpared to the revenue Iimt provided for in section 26 of arti-

cle | X of the state constitution of 1963.
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(f) A statenent of the estimated fiscal year-end bal ance of
state paynents to units of |ocal governnment pursuant to
section 30 of article I X of the state constitution of 1963.

(g) Any other information considered necessary by the state
budget director or jointly requested by the chairpersons of the
appropriations commttees.

(H) A STATEMENT OF YEAR- TO DATE BALANCES FOR THE FOLLOW NG
FUNDS:

© 0 N o o h~h W N P

(1) THE COUNTERCYCLI CAL BUDGET AND ECONOM C STABI LI ZATI ON
10 FUND

11 (11) THE STRATEGQ C FUND.

12 (mi1) THE NATURAL RESOURCES TRUST FUND

13 Sec. 393. —(bHAdmntstrativetransters—of—appropriations

24 (1) 22— A transfer of appropriations wthin any departnent
25 —+fer—reasons—other—than—cost—andpriee—vartances— fromthose

26 appropriations as enacted into |law shall not be nade by the state

27 budget director unless approved by both appropriations
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commttees. |If the budget director does not approve transfers
adopt ed by both appropriations commttees under this subsection,
t he budget director shall notify the appropriations conmttees of
his or her action within 15 days.

(2) THE DI RECTOR SHALL SUBM T TRANSFERS TO THE APPROPRI A-

TI ONS COW TTEES BY THE FOLLOW NG DATES UNLESS OTHERW SE APPROVED
BY THE CHAI RPERSONS COF THE APPROPRI ATI ONS COWM TTEES:

(A) FOR M D YEAR ADJUSTMENTS, THE LAST DAY OF SUBM SSI ON TO
THE COW TTEE BY THE DI RECTOR SHALL BE BY MAY 1 OF THAT FI SCAL
YEAR.

(B) FOR YEAR- END ADJUSTMENTS, THE LAST DAY OF SUBM SSI ON TO
THE COWM TTEE BY THE DI RECTOR SHALL BE BY SEPTEMBER 15 OF THAT
FI SCAL YEAR

(C© FOR BOOK CLOSI NG ADJUSTMENTS OF THE PRI OR YEAR AND PRE-
LI M NARY ADJUSTMENTS FOR THE FI SCAL YEAR JUST BEGUN, THE LAST DAY
OF SUBM SSION TO THE COW TTEE BY THE DI RECTOR SHALL BE BY
NOVEMBER 1 FOLLOW NG THE END OF THE PRI OR FI SCAL YEAR

(3) Atransfer approved by the appropriations commttees
shall not be effective unless it is identical in terns of funding
sources and dol | ar anounts.

(4) A transfer approved pursuant to this section shall con-
stitute authorization to transfer the anount recommended and
approved. However, the anount shall be reduced by the state
budget director to be within the current unobligated anmount of
t he appropriation.

(5) A transfer approved by | aw shall not subsequently be

wi thdrawn or reversed in whole or in part.
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(6) Transfers between capital outlay appropriations accounts
shal | not be nade except as provided in section 247.

(7) The state budget director may nake transfers between
departnents for federal and other restricted flowthrough funds
when funds are appropriated in the budget of both departnents.

(8) Transfers of appropriations shall not be nade between
state operating funds except as provided in subsections (6) and
(7). Transfers shall not be allowed into or froman open-end
appropriation, nor shall a transfer create a new |ine expenditure
item appropriation. Transfers of appropriations for financing
sources shall be made concurrently with related transfers of
appropriations for line expenditure itens.

(9) The state budget director shall not nake transfers
between itens appropriated except as provided in this section or
section 396(2).

Sec. 396. (1) Fromthe appropriations contained in a budget
act, a state agency shall pay or record expenditures for the
fol | ow ng:

(a) Court judgnents, including court approved consent judg-
ments; all settlenents, awards, and cl ai ns.

(b) Witeoffs of accounts receivable recorded in a prior
year.

(2) The attorney general shall notify the senate and house
appropriations commttees, the speaker of the house, —ane— the
senate majority | eader, AND THE FI SCAL AGENCI ES w thin 14 days
after entering into a settlenent or consent judgnment which woul d

result in a state obligation that exceeds $200, 000. 00. The
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notice shall include a sunmary of the facts of the case and the
reason or reasons that the settlenment or consent judgnent would
be in the best interests of the state.

(3) Each principal departnent shall establish separate
accounts for recording paynents nmade pursuant to this section
The director may nake transfers from appropriations contained in
a budget act into the accounts established pursuant to this sub-
section in such amounts as are necessary to cover the paynents
made and expenditures recorded. The transfers shall be made in
t he same manner as, and subject to the sane requirenments as those
transfers which are made pursuant to section 393(1).

(4) Before Decenber 1 of each year, each principal depart-
ment shall transmt to the appropriations conmttees and fiscal
agencies a witten report which includes all of the foll ow ng:

(a) The total dollar amount of final judgnments and settl e-
ment s agai nst the principal departnent for the nost recent com
pleted fiscal year.

(b) Each source of funding and item appropriating noney in a
budget act, which source and itemis used to pay the judgnents
and settl enents pursuant to subdivision (a).

(c) The total dollar amount of final judgnents and settl e-
ments received in the nost recent conpleted fiscal year pursuant
to |l egal actions by the principal departmnent.

(d) Each revenue account in which noney was credited pursu-
ant to subdivision (c).

(e) An estimate of the total dollar anobunt and a description

of the facts involved in each court action currently pendi ng
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agai nst the departnment for the nost recently conpleted fiscal
year.

Sec. 404. (1) "Revenues" neans the increases in the net
current assets of a fund other than from expendi ture refunds and
residual equity transfers.

(2) "Revolving fund" nmeans a sel f-supporting fund which pro-
vi des services or sells goods to state agencies, other governnmen-
tal jurisdictions, or the public.

(3) "Unencunbered bal ance" neans that portion of an appro-
priation not yet expended and encunber ed.

(4) "Unexpended bal ance" neans that portion of an appropria-
tion not yet expended.

(5) "Unit of local governnent" nmeans unit of |ocal govern-
ment as defined by section 115(6).

(6) "Work order"™ nmeans a capital outlay undertaking
incurred, including salaries and wages, contractual services,
supplies, and materials services.

(7) "Wbrk project” nmeans a 1-tinme nonrecurring undertaking
for the purpose of acconplishing an objective contained in spe-
cific itemappropriation for that purpose OR ANY OTHER SPECI FI C
| TEM APPROPRI ATI ON DESI GNATED AS A WORK PRQJECT BY LAW

Sec. 434. Revenues received fromrates charged or goods
sold and revenue which is received fromany other source and des-
ignated to be credited to a revolving fund shall be credited to
that fund. Wthin 60 days after the fiscal year begins, the
director shall submt to the appropriations commttees and fiscal

agencies a financial plan for the ensuing fiscal year. The
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financial plan shall include the rate structure, a projected
statenment of revenues and expenses in sufficient detail to pro-
vide for conparison with actual revenues and expenses, a
proj ected statenment of receipts and di sbursenents, and any ot her
i nformati on consi dered necessary by the director. WTH N 60 DAYS
AFTER THE END OF THE FI SCAL YEAR, THE DI RECTOR SHALL SUBM T TO
THE LEQ SLATURE A REPORT ON THE STATUS OF ALL SUCH REVOLVI NG
FUNDS, | NCLUDI NG ALL | NFORVATI ON REPORTED I N THE FI NANCI AL PLAN.

Sec. 451. (1) At the close of the fiscal year, the unencum
bered bal ance of each appropriation shall |apse to the state fund
fromwhich it was appropriated UNLESS OTHERW SE PROVI DED BY LAW
A docunent which is not ascertainable before the cutoff date set
by the director may be charged against a current year's appropri-
ation if the chief accounting officer determnes that the state
agency was not willful inits failure to ascertain or record the
docunent and if the anmount of the paynent would not have exceeded
t he unencunbered bal ance of the applicable appropriation in the
prior fiscal year.

(2) An encunbrance entered into within 15 days before the
end of the fiscal year and outstanding at the close of the fiscal
year is not a charge against that fiscal year but is charged to

t he next succeeding fiscal year.

(3) —Fhi . I I L :

Except as provided in section 248, a work order or work project
appropriation continues to be available until conpletion of the

work or 12 nonths after the |ast expenditure, whichever cones
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first, then the remai ning bal ance | apses to the state fund from
which it was appropriated. —Fhe—approprtation— APPROPRI ATI ONS
DESI GNATED AS WORK PRQJECTS AS PROVI DED | N LAW ARE NOT SUBJECT TO
SUBSECTI ON (4). LEQ SLATI VE APPROPRI ATI ONS for a work order or
wor k project shall specifically designate the itemas a work
order or work project and shall include all of the follow ng
i nformati on:

(a) The purpose of the order or project.

oy hods—td i I okt

project—

(B) —te)y— The total estimated cost of the project.

(O —(&)— Atentative conpletion date of the project.

the—direector—
(4) —|5)— Not later than 45 days after the conclusion of the
fiscal year, the director shall notify the senate and house

appropriati ons —conmttee— COVW TTEES of appropriati ons proposed

to be designated as work projects in accordance with the defini-

tion contained in this act, but not specifically so designated in
—af—approprtat+oens—act— LAW  THE NOTI FI CATI ON SHALL | NCLUDE THE
ORI G NAL APPROPRI ATI ON, THE PURPOSE OF THE PRQJECT, AND THE ESTI -
MATED COST AND COWMPLETI ON DATE OF THE PRQJECT. These desi gnations
—tray— SHALL be —disapproved— APPROVED by —et+ther— THE

appropriati ons —conmttee— COVM TTEES within 30 days after the
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date of notification —and—t+—disapproved—wthin—that—t+mwe,—shat
Arot— | N ORDER TO be effective. COPIES OF THE NOTI FI CATI ON SHALL
BE FORWARDED TO THE FI SCAL AGENCI ES CONCURRENT W TH SUBM SSI ON TO
THE APPROPRI ATI ONS COW TTEES.

Sec. 454. (1) Each budget act shall appropriate full-tine
equat ed positions based on 2,088 hours for 1.0 FTE position.

(2) Before the —thtrt+eth—eof—each—ronth— END OF EACH
QUARTER, the departnent of civil service shall provide a report
to the departnent, the appropriations commttees, and the fiscal
agencies regarding the status of FTE positions for the preceding
—+enth— QUARTER. The —menthlby— QUARTERLY report shall include,
but shall not be limted to, the follow ng information:

(a) The nunber of FTE positions, by departnent, on the | ast
payrol|l for the precedi ng —feonrth— QUARTER

(b) The increase or decrease in FTE positions, by depart-
ment, conpared to the | ast —smenthty— QUARTERLY report.

(c) The difference between the appropriated FTE positions,
and the actual nunber of FTE positions, by departnment, for that
—fenrth— QUARTER

(d) Summary totals for the information listed in subdivi-
sions (a), (b), and (c).

(3) The departnment of civil service shall provide a report
to the appropriations commttees and the fiscal agencies by
Decenber 1 of each year, which shall include a fiscal year sum
mary of the information required in subsection (2) for the nost

recently conpleted fiscal year.
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Sec. 461. (1) As required by federal law, all federal
grants awarded to the state shall be audited by the auditor
general , an independent accounting firm selected by the auditor
general, or an auditor approved by the appropriate federal
agency. The funding for each audit shall be fromthe respective
federal grants audited.

(2) Each audit performed pursuant to —PubHettaw98-562—
CHAPTER 75 shall be conducted by an i ndependent auditor in
accordance with generally accepted governnent auditing
standards. Single audits for this state shall be conducted in
accordance w th —PubtHe+taw98-562— CHAPTER 75 by the auditor
general , an independent accounting firm selected by the auditor
general, or an independent auditor approved by the appropriate
federal agency. For fiscal years beginning Cctober 1, 1985 and
thereafter, biennial audits of state departnents and agencies
shal | be perfornmed for purposes of conplying with the require-
ments of —PubtHe+taw98-562— CHAPTER 75 pertaining to audit eval -
uation of the internal controls of this state and the state's
conpliance wwth material features of |laws and regul ations rel ated
to maj or federal assistance prograns.

(3) The funding for single audits shall be fromthe respec-
tive federal grants audited, in accordance w th —Pubte—taw
98-562— CHAPTER 75. The chi ef executive officer of each princi-
pal departnment shall ensure that sufficient amounts are encum
bered fromthe appropriate federal grants to finance the cost of

the audits. Any unexpended anobunts of encunbered funds nay be
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carried over into succeeding years to cover the cost of the
single audits.

(4) Before March 1 of each year, the director of each prin-
ci pal departnent shall submt to the director, fiscal agencies
and the auditor general a schedule of federal financial assist-
ance for the |ast conpleted fiscal year in a form approved by the
audi tor general .

(5) As used in this section, —PubtHetaw98-562— "CHAPTER
75" means —the—stngle—audit—act—of—1984— CHAPTER 75 OF TI TLE 31
OF THE UNI TED STATES CODE, 31 U.S.C. 7501 to 7507.

Sec. 462. Wthin 60 days after the final audit is rel eased,
the principal executive officer of a state agency which is
audited shall submt a plan to conply with the audit recomenda-
tions to the departnent. The plan shall be prepared in accord-
ance with procedures prescribed by the principal departnent.
Copies of the plan shall be distributed in accordance with the
adm ni strative manual . COPIES SHALL ALSO BE DI STRI BUTED TO RELE-
VANT HOUSE AND SENATE APPROPRI ATI ONS SUBCOW TTEES, RELEVANT
HOUSE AND SENATE STANDI NG COW TTEES, FI SCAL AGENCI ES, AND THE
EXECUTI VE OFFI CE

Sec. 484. (1) —Net—+tater—than—-Apri+—1—198+—+the— THE

director, in consultation with the auditor general, shall devel op
a systemof reporting and a general framework which shall be used
by the principal departnments in perform ng evaluations on their
respective internal accounting and adm nistrative control

syst ens.

06403' 98



© 00 N o o b~ W N P

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

48

(2) The director, in consultation with the auditor general,
may nodify the format for the report or the framework for
conducting the evaluations after giving 30 days' notice to each
princi pal departnent head and the senate and house appropriations
committees.

Sec. 485. (1) —Net—tater—than—©ctober—31,—198+—the— THE
departnment head of each principal departnent shall establish and
mai ntain an internal accounting and adm ni strative control system
within that principal departnment using the generally accepted
accounting principles as devel oped by the accounting profession
and in conformance with directives issued pursuant to section
141(d).

(2) Each internal accounting and adm nistrative control
system shall include, but not be limted to, all of the follow ng
el enent s:

(a) A plan of organi zation that provides separation of
duties and responsibilities anong enpl oyees.

(b) Aplan that limts access to that principal departnent's
resources to authorized personnel whose use is required within
the scope of their assigned duties.

(c) A system of authorization and record-keepi ng procedures
to control assets, liabilities, revenues, and expenditures.

(d) A system of practices to be followed in the performance
of duties and functions in each principal departnent.

(e) Qualified personnel that maintain a | evel of

conpet ence.
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(f) Internal control techniques that are effective and
efficient.

(3) Each head of a principal departnment shall docunent the
system communi cate systemrequirenents to enpl oyees of that
princi pal departnent, assure that the systemis functioning as
prescribed, and nodify as appropriate for changes in condition of
the system

(4) —Net—tater—than—Cctober—31—19874—the— THE head of each
princi pal departnent shall issue a report to the governor, the
audi tor general, the senate and house appropriations conmttees,
and the director describing the current internal accounting and
adm ni strative control systenms of the principal departnent, the
organi zation and size of the internal audit staffs, and the
manner in which the internal auditor will be utilized by the
departnent head. —Net—tater—than—Mareh—1—1988—+the— THE auditor
general shall evaluate and report to the |egislature on each
princi pal departnent's report prepared pursuant to this
subsecti on.

(5) —Begiantng—vareh—15—1989—and—btenntatHy—thereafter—
the— THE head of each principal departnment shall provide a
Bl ENNI AL report prepared by the principal departnent's internal
audi tor on the evaluation of the principal departnent's internal
accounting and adm nistrative control systemto the governor, the
audi tor general, the senate and house appropriations conmttees,
and the director. For the period reviewed, the report shal

i nclude, but not be limted to, both of the foll ow ng:
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(a) A description of any material inadequacy or weakness
di scovered in connection with the evaluation of the departnent's
i nternal accounting and adm ni strative control system as of
Cctober 1 of the preceding year and the plans and a tine schedul e
for correcting the internal accounting and adm ni strative control
system described in detail.

(b) Alisting of each audit or investigation perforned by
the internal auditor pursuant to sections 486(4) and 487.

Sec. 486. (1) —Net—tater—than—Cctober—4—3198%4—each— EACH
princi pal departnent shall appoint an internal auditor. Each
internal auditor shall be a nmenber of the state classified execu-
tive service.

(2) Except as otherwi se provided by |aw, each internal audi-
tor shall report to and be under the general supervision of the
depart nent head.

(3) A person may not prevent or prohibit the internal audi-
tor frominitiating, carrying out, or conpleting any audit or
investigation. The internal auditor shall be protected pursuant
to the whistleblowers' protection act, —Act—No—469—of—thePublte
Aets—of—1986,—betnrg—secttons—15-361+to015-369—oftheMechigan
Corptted—taws— 1980 PA 469, MCL 15.361 TO 15. 369.

(4) The internal auditor of each principal departnent
shal | :

(a) Receive and investigate any allegations that fal se or
m sl eadi ng i nformati on was received in evaluating the principal

departnent's internal accounting and adm nistrative contro
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systemor in connection with the preparation of the biennial
report on the system

(b) Conduct and supervise audits relating to financi al
activities of the principal departnent's operations.

(c) Review existing activities and recommend policies
designed to pronote efficiency in the adm nistration of that
princi pal departnent's prograns and operations as assigned by the
depart nent head.

(d) Recomrend policies for activities to protect the state's
assets under the control of that principal departnent, and to
prevent and detect fraud and abuse in the principal departnent's
prograns and operations.

(e) Review and reconmmend activities designed to ensure that
principal departnent's internal financial control and accounting
policies are in conformance with the departnent of nmanagenent and
budget accounting division directives issued pursuant to sections
421 and 444.

(f) Provide a neans to keep the departnment head fully and
currently informed about problens and deficiencies relating to
the adm nistration of that principal departnent's prograns and
operations and the necessity for and progress of corrective
action.

(g) Conduct other audit and investigative activities as
assi gned by the departnent head.

(5) Each internal auditor shall adhere to appropriate pro-
fessional and auditing standards in carrying out any financial or

program audits or investigations.
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Sec. 488. (1) The governor's budget recomrendati ons for the
fiscal year —beginning—Ooctober—31—1987 shall include a plan for
each principal departnent to fully inplenment sections 483 to 487
and this section, including an identification of staff resources,
an organi zational plan, and any transfers of existing staff or
resour ces.

(2) Except as otherw se provided by |law, the state budget
director may issue directives to a principal departnment to sup-
port the principal departnent's internal auditors through the use
of that principal departnent's state grants funded fromstate
resources. A directive issued under this subsection shall not
aut horize a principal departnent to allocate nore than 10% of the
princi pal departnent's state grants funded from state resources
nor nore than 10% of the principal departnent's state agencies
state grants funded from state resources and shall provide for a
uni formreduction in each of the state grants funded from state

resources.

Sec. 492. —EHHeetivewththef+scat—year—ending
Septenber—36,—1983,—+the— THE financial statenents of all state

agenci es, as defined by generally accepted accounting principles
as falling wwthin the reporting responsibility of the state,
shall be included in the conprehensive annual financial report of
the state. The director shall designate and notify each state
agency of this responsibility as well as describe the statenent
format that shall be followed by each agency so notified. The
statenents provided shall be followed by each state agency so

notified. The statenents provided shall be audited as provided
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by law or by the auditor general or independent auditors selected
by the auditor general before subm ssion to the departnent of
managenent and budget and shall be submtted not |ater than 90
days following the close of the state's fiscal year

Sec. 493. The director shall submt prelimnary, unaudited
financial statenents including notes of the general fund and the
state school aid fund to the | egislature AND THE FI SCAL AGENCI ES
wi thin 120 days after the end of the fiscal year.

Enacting section 1. Sections 206, 207, 223, 225, 253, 254,
271, 282, 353a, 362, 362a, and 456 of the managenent and budget
act, 1984 PA 431, MCL 18.1206, 18.1207, 18.1223, 18.1225,
18. 1253, 18.1254, 18.1271, 18.1282, 18.1353a, 18.1362, 18.1362a,

and 18. 1456, are repeal ed.
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