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A SUMMARY OF HOUSE BILL 5797 (H-1) AND HOUSE BILL 5801 (H-1)

Generdly speaking, the bills would provide a new set of provisions for the state
government to follow in order to comply with its obligations under Section 29, Article IX
of the State Constitution, which is a component of what is sometimes referred to as the
Headlee Amendment. Section 29 states the following:

The state is hereby prohibited from reducing the state financed proportion of the
necessary costs of any existing activity or service required of units of local government
by state law. A new activity or service or an increase in the level of any activity or service
beyond that required by existing law shall not be required by the legislature or any state
agency of units of Local Government, unless a state appropriation is made and disbursed
to pay the unit of Local Government for any necessary increased costs. The provision of
this section shall not apply to costs incurred pursuant to Article VI, Section 18 [judges
salaries).

House Bill 5797 would create a new act that, among other things, establishes afiscal note
process to be conducted by a Local Government Mandate Panel, in order to determine if
new legislation would require of local units any new or increased level of activities and
services and, if so, the costs that would be imposed on local units as aresult. Local units
would not have to provide a new activity or service or an increased level of activity or
service unless the state had prepared and published a fiscal note and provided for the
funding of necessary costs to the local unit.

Further, the bill requires the Mandate Panel, in consultation with local units of
government, to adopt a process for monitoring the state's compliance with Section 29,
Article IX, and to develop a process to review existing statutes and administrative rules
and regul ations imposing requirements on local units of government, as well as the state's
compliance with funding obligatons.

The bill would also repeal the existing provisions in statute, enacted in 1979, aimed at
implementing Section 29, although many definitions and parts of some other provisions
are preserved (sometimes with revisions) and transferred into the new act.
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House Bill 5801 would amend the Legislative Council Act to create the Local
Government Mandate Panel to be chaired, in alternate years, by the directors of the
House and Senate Fiscal Agencies. The bill istie-barred to House Bill 5797.

A more detailed section-by-section summary of the two bills follows.

House Bill 5797

Section 5 (Payment to Local Units of State Reguired Costs)

The Legislature must appropriate and disburse each year an amount sufficient to pay each
local unit of government the necessary cost of each state requirement under Section 29 of
Article IX of the State Constitution.

The Legislature must appropriate and disburse each year an amount sufficient to pay each
local unit the state-financed portion of the necessary cost of an existing activity or service
required of local units by existing law and to appropriate and disburse to local units an
amount sufficient to pay for the costs of new activities and services or increases in the
level of activities and services required by the Legislature or any state agency after
December 23, 1978 (subsequent to the adoption of Section 29).

No local unit would be obligated to provide a new activity or service or increased level of
activity or service required by state law unless and until the state had prepared and
published a fiscal note and appropriated and provided for disbursement of the amounts
sufficient to fund the necessary cost to the local unit of providing the new activity or
increase in the level of arequired activity or service.

Section 6 (Fiscal Note Process for New L egidation)

The bill would create a new fiscal note process.

Before enrollment of legidation affecting a local unit, the Local Government Mandate
Panel must conduct a review to determine whether any new or increased level of
activities or services is likely to be required of local units by that legidation. If so, the
Mandate Panel would develop a written estimate of the increased necessary costs, if any,
that will result to local units of government if the legislation becomes effective.

The chair of the Mandate Panel would promptly inform the Legislature in writing of the
panel's determination before enrollment of the legislation. Prior to enrollment of any
legislation imposing a requirement on local unitsto provide any new activity or service or
an increase in the level of any activity or service, an appropriation bill must be introduced
in one or both houses of the Legislature to provide sufficient funding and to create a
process for disbursement of such funding to affected local units. The disbursement
process would serve to disburse funds on a current basis or as costs are being incurred.
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If legislation is enacted imposing a requirement on local units without following the
required process, local units would not be required to comply until the fiscal note process
isfollowed.

Section 7 (Review by Pandl of Existing Requirements on Local Government)

The Local Government Mandate Panel would have to develop a process that will
accomplish all of the following:

-- A review of statutes and administrative rules and regulations that impose requirements
on local units of government.

-- Make recommendations to the Legislature whether the state requirements continue to
be necessary in terms of the cost and benefit to the public interest, and if not, whether
those requirements should be repealed, rescinded, or modified.

-- If the Mandate Panel determines that the requirements should be continued, then the
panel must report on whether the requirements can be provided on a more cost effective
basis and recommend |legislation to achieve cost savings.

Section 8 (No Sanctions on Loca Units)

The state could not impose a penalty on, withhold funds from, or impose any other form
of monetary or other sanction on any local unit that fails to comply with a state
requirement under the following circumstances:

-- The state has failed to follow the fiscal note process or has faled to make timely
disbursement to fund the costs identified in the fiscal note process.

-- The state has prepared a fiscal note and either (1) a taxpayer filed suit in the Court of
Appeals asserting that the law imposes a mandate under Section 29 of Article IX of the
State Constitution and that the cost of compliance has not been fully funded; or (2) the
Court of Appeals has either failed to issue an order within six months after the complaint
was filed or has ruled in favor of the complainant.

Section 9 (Baseline Data Provided by DTMB)

The Department of Technology, Management and Budget would provide the Mandate
Panel at its request with baseline data on the net cost of compliance if the state provided
the same activity or service and the necessary cost of compliance with the state
requirement by each local unit of government, to the extent the DTMB has that data
regarding a particular new activity or service or increase in the level of an existing
activity or service.
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Section 10 (Loca Accounting of State Funds)

Funds received by a local unit of government under the new act must be separately
accounted for to reflect the specific state requirement for which the funds are
appropriated. To facilitate monitoring and compliance with the act, the DTMB must, by
October 1, 2010, establish standard accounting systems that allow local units and the
state to calculate and track (1) the costs incurred by local units in complying with state
requirements and existing law; and (2) the state-financed proportion of the necessary cost
of an existing activity or service required of local units by existing law.

Section 11 (Process for Monitoring Compliance with Constitution)

The Local Government Mandate Panel, in consultation with local units of government,
must adopt a process for monitoring the state's compliance with Section 29 of Article IX,
including appropriations and disbursements to fund the cost of complying with state
requirements and the state's compliance with its obligation to fund the state-financed
proportion of the necessary cost of an existing activity or service required of local units
by existing law.

The Mandate Panel would have to prepare and submit recommendations to the
Legislature that address court decisions that determine that the state government has
failed to fully fund the cost to local units of complying with state requirements and the
state's compliance with its obligation to fund the state-financed proportion of the
necessary cost of an existing activity or service required of local units by existing law.

Section 12 (No Reduction in State-Financed Proportion of Costs)

A state law could not be enrolled that causes a reduction in the state-financed proportion
of the necessary costs of an existing activity or service required of local units by existing
law, unless the existing law is modified accordingly.

Section 13 (Other Forms of State Funding Permissable)

The new act would not prohibit the legislature from enacting state laws to provide for
other forms of dedicated state aid, cost-sharing agreements, or specific methods of
making disbursements to local units for a cost incurred under state laws to which this new
act applies.

Section 14 (Repedler)
This section repeals the existing provisions implementing the Headlee Amendment at

MCL 21.231 to 21.244 (Public Act 101 of 197, entitled, State Disbursements to Local
Units of Government).
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House Bill 5801

The bill would amend the Legislative Council Act to create the Local Government
Mandate Panel. The Mandate Panel's role is to facilitate and ensure compliance with
Section 29, Article IX of the State Constitution.

The Mandate Panel would consist of: the Directors of the House and Senate Fiscal
Agencies (or their designees); the Director of the Department of Technology,
Management and Budget, or a designee, as a nonvoting member; and five members
appointed jointly by the Speaker of the House of Representatives and Senate Majority
Leader to represent the interests of counties, cities and villages, townships, school
districts and intermediate school districts, and community colleges.

Terms are four years, although the first members would have staggered terms. The
Speaker and Senate Mgority Leader, acting jointly, could remove a member for
incompetence, dereliction of duty, malfeasance, misfeasance, or nonfeasance in office, or
any other good cause.

The first chair of the committee would be the Director of the House Fiscal Agency; after
that the chair would alternate between the two fiscal agency directors. The first meeting
would be called by the Speaker of the House. After the first meeting, the panel would
meet at least quarterly and more frequently at the call of the chair or at the request of four
or more members. (If the House Fiscal Agency and the Senate Fiscal Agency are
combined, the director of the combined agency would serve as chair of the Mandate
Panel.)

A majority of the members would constitute a quorum; a majority of members present
and serving would be required for official action. The Panel would be subject to the
Open Meetings Act and the Freedom of Information Act. The Panel would develop its
own rules of operation, policies, and procedures, and could authorize and operate
subcommittees.

After introduction of abill that may impose anew activity or service or increase the level
of an existing activity or service, as determined by the chair of the Mandate Panel, the
chair would initiate the fiscal note process.

FISCAL IMPACT:
HB 5797
There would be an indeterminate, but potentially sizeable, amount of increased costs to
the state for the following requirements of the bill:
The bill would require the Legislature to appropriate sufficient revenue to cover the state

financed proportion of costs of existing activities and services, increases in levels of
activities and services, and new activities and services required of local units of
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government. Additional costs to the state would occur to the extent that these costs are
not currently fully-funded.

The bill would require a fiscal note process to be developed and followed by the Local
Government Mandate Panel before enrollment of any legislation affecting aloca unit of
government, would require the Mandate Panel to review statutes and administrative rules
and regulations imposed on local units of government, and would require the Mandate
Panel to monitor the state's compliance with its obligation to fund the state-financed
proportion of costs required of local units of government. As a result of the increased
workload, additional staff would be necessary, which would result in increased costs to
the state.

The bill would require the Department of Technology, Management and Budget to
provide requested data to the local government mandate panel and to establish standard
accounting systems which would allow local units of government and the state to
calculate and track costs incurred by local units of government in complying with state
requirements. There would be an indeterminate amount of costs incurred by the state for
development of the standard accounting system. Increased workloads and additional staff
for the Department would be necessary.

HB 5801

There would be an indeterminate increase in costs to the state for reimbursement to
members of the Loca Government Mandate Panel for their actual and necessary
expenses incurred in the performance of their official duties.

Legislative Analyst: Chris Couch
Fiscal Analyst: Robin Risko

m This analysis was prepared by nonpartisan House staff for use by House members in their deliberations, and does
not constitute an official statement of legidlative intent.

Analysis available at http://www.legid ature.mi.gov HB 5797 (H-1) & 5801 (H-1) Page 6 of 6




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts false
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


