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House, No. 3175 of 1966, as Amended.
(Deleted Words in Brackets.)

Ordered, That the Legislative Research Council shall make an investigation and
study of current house documents numbered 535, to provide for the printing of
fiscal notes on all bills requiring new or additional expenditures; 2245, providing
for price tags to be attached to legislative bills; [2247, requiring the
and furnishing of a fiscal note as to certain effects of bills reported favorable by
committees in the legislature]; and 2558, requiring the furnishing of probable cost
of bills favorable reported by committees in the legislature. Said commission shall
report to the general court the results of its investigation and study, its recom-
mendations, if any, together with drafts of legislation necessary to carry such
recommendations into effect, by filing the same with the clerk of the house on or
before the last Wednesday of December in the current year.

Adopted:

April 26, 1966. M
By the Senate, in concurrence, April 29, 1966.

Senate, No. 884 of 1966.

Ordered, That the Legislative Research Council shall, in addition to the investi-
gation and study authorized by an Order adopted by the House on April 26, 1966
and by the Senate on April 29, 1966 (House, No. 3175), consider the subject
matter of current senate document numbered 531, requiring the Senate and House
committees on Ways and Means to include a statement of estimated cost when re-
porting matters from committee

Adopted:

By the House of Representatives, in concurrence,
July 28, 1966.

Unnumbered Joint Order of December 20, 1966.

Ordered, That the time be extended to the last Wednesday in January, 1967 .

within which the Legislative Research Council shall file the results of its studyAl
relative to cost estimates for proposed legislation, under an order adopted by the”

House of Representatives on April 26, 1966 and by the Senate in concurrence on
April 29, 1966 (see House, No. 3175), and subsequently amended by an order
adopted by the Senate on June 2, 1966 and by the House of Representatives in
concurrence on July 28, 1966 (see Senate, No. 884).

Adopted: £
By the House of Representatives, December 20, 1966. "

By the Senate, in concurrence, December 20, 19t

the House of Representatives, with an amendment,

the Senate, June 2, 1966.

Ci)e Commontoealtj) of Massachusetts

ORDERS AUTHORIZING STUDY.
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Ho the Honorable Senate and House of Representatives:
JP

Gentlemen :-— The Legislative Research Council submits here-
with a report prepared by the Legislative Research Bureau relative
to requiring fiscal notes to accompany proposed legislation, indicat-
ing the estimated cost thereof. This report was required by three
joint orders adopted by the General Court in 1966 (House, No. 3175
and Senate, No. 884, and an unnumbered joint order of December
20, 1966, based on Senate, Nos. 531 and 859, and House, Nos.
535, 2245 and 2558).

The Legislative Research Bureau is limited by law to “statistical
research and fact-finding”. Therefore, this report contains factual
material only, without recommendations by either the Council or
Bureau. It does not necessarily reflect the opinions of the under-
signed members of the Legislative Research Council.

Respectfully submitted,

MEMBERS OF THE LEGISLATIVE RESEARCH COUNCIL.

Sen. Joseph D. Ward of Worcester,
Chairman.

Rep. Joseph B. Walsh of Boston,
Vice Chairman.

Sen. Andrea F. Nuciforo of Berkshire.
Sen. John F. Parker of Bristol.

a Sen. Allan F. Jones of Cape and Plymouth
* Rep. Stephen T. Chmura of Holyoke.

Rep. David J. O’Connor of Boston.
Rep. Raymond F. Roxjrke of Lowell.
Rep. Sidney Q. Curtiss of Sheffield.
Rep. Harrison Chadwick of Winchester.
Rep. Belden G. Bly, Jr. of Saugus.
Rep. Arthur L. Desrocher of Nantucket.

Clie Commontoealtft of C^assadiuscrts

LETTER OF TRANSMITTAL TO THE
SENATE AND HOUSE OF REPRESENTATIVES.



To the Members of the Legislative Research Council:

Gentlemen: —ln three joint orders of 1966 reprinted on them
inside of the front cover of this report, the General Court directed
the Legislative Research Council to study four legislative proposals
of 1966 calling for the attaching of "fiscal notes” or “price tags” to
proposed legislation indicating the estimated cost thereof (Senate,
No. 884, House, No. 3175, and an unnumbered joint order of De-
cember 20, 1966). Of those four proposals, one originated in the
Senate (Senate, No. 531) and three in the House of Representatives
(House, Nos. 535, 2245 and 2558). m

The Legislative Research Bureau subnuts such a report herewith.
Its scope and content have been determined by the statutory pro-
visions which limit Bureau output to factual reports withoutrecom-
mendations. The preparation of this report was the primary
responsibility of James H. Powers of the Bureau staff.

Grateful acknowledgement is made to the many Massachusetts
legislators and administrative officers, and to the legislative fiscal,
research and reference agencies of other states, who cooperated
so generously in this study.

Respectfully submitted,

DANIEL M. O'SULLIVAN,
Director, Legislative Research Bureau.

I

Cl)e Commontoealtf) of cpassadbusetts

LETTER OF TRANSMITTAL TO THE
LEGISLATIVE RESEARCH COUNCIL.

1
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Cijc CommonUmiltf) of Massachusetts

J
Origin and Scope of Study.

In compliance with three joint orders of the 1966 General Court,
this Legislative Research Council report discusses the back-
ground, technical aspects and pros and cons of four legislative
proposals which would require fiscal notes or “price tags” to ac-
company proposed legislation affecting state finances and, in
some instances, local governmental costs. Such fiscal notes, at-
tached to legislative proposals at some stage prior to enactment,
would be required to estimate, if possible, the resulting increase
or decrease in one or more of the following: (1) state expenditures,
(2) state “fiscal liabilities”, (3) state revenues, and (4) local gov-
ernment costs.

These four proposals of 1966 were sponsored by Senator Francis
X. McCann of Middlesex and Representatives Matthew J. Kuss of
Fall River, Jack H. Backman of Brookline, Marie E. Howe of
Somerville and H. Thomas Colo of Athol. A fifth fiscal note
measure, proposed by Representative James H. Kelly of Boston,
was eliminated by the House of Representatives from the original
Research Council study directive. In all, a total of 26 such fiscal
note or “price tag” proposals have been submitted to the General
Court since 1961.

Currently, Massachusetts has a statutory optional cost estimat-
ing procedure under which the Committees on Ways and Means
may solicit estimates from the state agencies affected by proposed

-Alaws, or from the Commissioner of Administration. And the
JHouse of Representatives by legislative rule requires fiscal notes
to be provided by the House Ways and Means Committee and
House Committee on Counties with respect to certain legislative
proposals reported by them (House Rule 44). Establishment by
statute of a mandatory fiscal note procedure for both Senate and
House was urged by the foregoing five fiscal note proposals of 1966.

FISCAL ESTIMATES FOR PROPOSED LEGISLATION.

SUMMARY OF REPORT.
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State Fiscal Estimate Procedures Generally.

Origin and Spread of Fiscal Note Procedures.
Regular procedures for estimating the cost and revenue impact

of proposed state legislation first appeared in California as early
as 1951, when that state’s Legislative Analyst began “price
tagging” bills for the Joint Legislative Budget Committee. How-
ever, the evolution of systematic “fiscal note” procedures involv-
ing the requesting, formulation, review and publication of such
estimates dates from a Wisconsin statute of 1955. State adop-
tions of fiscal note procedures have been encouraged by
National Legislative Conference Committee on the Organization
of Legislative Services in 1963, which recommended such notes to
strengthen the financial role of state legislatures.

Today, formal or informal fiscal estimating practices by “fiscal
notes” or otherwise exist in a total of 25 states (Aia., Calif., Colo.,
Conn., Ga., 111., Kan., La., Me., Mass., Mich., Mo., Mont., Neb.,
N. J., N. Y., N. D., Ore., Pa., R. 1., S. D., Tenn., Wash., W. Va.,
and Wise.). In addition, another three states experimented
briefly with such procedures before suspending or abandoning M
them for one reason or another (!nd., Md. and Okla.). "

Types of Fiscal Note Procedures.
Three different types of approaches are followed by the 25 states

with procedures for estimating the cost or revenue impact of
proposed legislation, namely: (1) mandatory fiscal note pro-
cedures, (2) optional or permissive fiscal note procedures, and
(3) the cost estimate practice of California which does not utilize
fiscal notes as such. These procedures are established by statute,
by legislative rule, or by a combination thereof, in most instances.

Mandatory Fiscal Note Procedures. In the 18 states where
mandatory fiscal note procedures are in effect in one or both
houses of the legislature, legislative proposals which would in-
crease or decrease state expenditures or revenues must be accom-
panied at some stage prior to third reading by a “fiscal note”
indicating the fiscal effect of the measure (Ala., Colo., Ga., 111.,
Kan., Me., Mass., Mo., Mont., Neb., N. J., N. Y., N. D., Ore.,£
S. D., Tenn., W. Va., and Wise.). In one of the 18
states, the fiscal note requirement applies only to bills relating to
the pensions and retirement benefits of state and local govern-
ment personnel (Ga.). This report describes in detail the prac-
tices of six states with mandatory fiscal note systems and in-
dicates their experiences with such practices (Ala., Colo., Ga., £

111., Mo., and Wise.).
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Optional Fiscal Note Procedures. “Optional” or “permis-
sive” fiscal note procedures are reported in effect in eight states,
including: (a) six states which have such procedures in both
houses of their legislatures (Conn., La., Mich., Pa., R. 1., and
Wash.); and (b) two states which have such optional practices in
one chamber of their legislature while having mandatory pro-
cedures in the other chamber, as indicated earlier (Mass., and
N. J.V

In these states, a fiscal note must be prepared only if requested
by one of the authorities empowered by statute or legislative rule

make such a request. Such authorities include, variously,
(1) the sponsor, (2) the presiding officers of the Senate and House,
(3) committees or their chairmen, or (4) any legislator. The
practices of three of these “optional” procedure states are ex-
amined in depth by this report (Conn., La., and R. L).

California Cost Estimating Procedure. Finally, in California
the cost and revenue implications of proposed legislation are
analyzed almost automatically by the Legislative Analyst’s Office
for key legislative committees.

Principal Features of Fiscal Note Systems
Legislative Proposals Subject to Fiscal Note Procedure. In

most of the 25 states, fiscal notes are authorized on an optional
or mandatory basis for all legislative proposals which would in-
crease or decrease state expenditures (19 states), liabilities (ten
states) and revenues (18 states); in eight of these states, fiscal
notes are not requested relative to bills proposing specific sum
appropriations. Three more states simply specify fiscal notes for
any measure having “a fiscal impact”, “fiscal effect” or “cost.”
Finally, another two states require fiscal notes only for legislative
proposals affecting public employee pensions.

Initiation of Fiscal Note Procedure. State legislatures differ
widely in their requirements as to who may initiate a request for
a fiscal note or cost estimate and when. Most legislative bodies
empower more than one authority to initiate such requests.

- At least nine states authorize or require the sponsor of a bill to
request the necessary fiscal note, either (a) prior to the forma!
introduction of his bill (five states) or (b) when his bill is referred
to committee (two states), or (c) at a later stage (two states).
Very similarly, at least four states authorize their legislative bill-
drafting agencies to seek fiscal notes for bills which are being

prepared by them; usually, such fiscal note requests must be
initiated prior to the formal introduction of the relevant bills.
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In 19 state legislatures, the committee to which a bill with
fiscal implications is referred, or the chairman of that committee
alone, is authorized to request or prepare a fiscal note or cost
estimate thereon. In 16 of these 19 states such a note or estimate
is obtained or prepared by the committee before it reports the
bill out to the floor. In the remaining three states, no specific
time limit is imposed on committee requests for fiscal notes.
And in six states, only certain committees or their chairman may
obtain fiscal notes (usually appropriations or ways and means
committees).

Three states require the state finance commissioner or
budget officer to prepare fiscal notes automatically for bills with
fiscal implications. Such notes must be provided to the com-
mittee of reference, usually prior to the reporting of that bill.
In two states, a fiscal note request may be initiated by the clerks
of the legislature under certain circumstances.

In at least five states, the principal legislative leaders, such as
the Senate President and House Speaker, may request fiscal
notes for bills under certain circumstances. Only one state
(La.) reported that any legislator may request a fiscal note on
any pending measure. Finally, in a minimum of five states, a W
fiscal note relative to any pending measure may be ordered by
majority vote of either the Senate or House.

Preparation of Fiscal Notes. In 13 states, the fiscal note must
be prepared by the budget officer, commissioner of administration
or finance, or controller, of the executive branch with the co-
operation of the state agencies whose expenditures, functions or
revenue-collecting duties would be affected by the proposed bill
involved. Eight jurisdictions, including one of the foregoing,
authorize fiscal note or cost estimate requests to be made di-
rectly to the state agency whose expenditures or activities would
be affected by the relevant bills.

In another three states, fiscal notes or cost estimates are pre-
pared under supervision of a legislative fiscal agency, with the
assistance of the state budget officer and the affected state
agencies. Only two states oblige the sponsor of a bill with fiscal
implications to obtain the fiscal note thereon under
circumstances.

Fiscal Note Contents. Nearly all of the 25 states require
precise and extensive information in their “fiscal notes” or “cost
estimates.” Data must be supplied relative to both the short-
term and long-range impact of the proposed law on state expendi-
tures, liabilities and revenues. Other required information may :̂
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include (a) available federal and other funds, (b) costs which may
be absorbed without need for additional funds, (c) the numbers
of public employees affected, and (d) actuarial data if pension or
insurance costs are involved. If the authority preparing the
fiscal note is unable to provide an estimate, at least eight juris-
dictions require him to explain why that estimate is not feasible.
In 16 states, the official preparing the fiscal note may comment
therein upon the merits of the bill. However, seven legislative
bodies limit his comments to the pointing out of technical defects
of the measure, while one legislature confines his note to factual

only.

Review ofFiscal Notes. At least six of the 25 fiscal note states
specifically authorize a review of such notes by the sponsors of
the related bills (three states) or by various state officials (three
states) at some point during the formulation of those notes.
Usually, the sponsor or reviewing official is permitted, in such
instances, to include with the fiscal note a statement of his ex-
ceptions, if any.

Publication of Fiscal Notes. Publication of fiscal notes or
cost estimates relative to proposed legislation is specifically pro-
vided for by at least 15 of the 25 fiscal note states. In the remain-
ing ten states, such publication is only an implied obligation.

In at least seven states, the fiscal note must be printed on the
bill to which it pertains, or in an accompanying memorandum
which is distributed to members of the legislature. In one state,
fiscal notes obtained on request of any legislator are printed in
the Legislative Council’s v/eekly digest of legislative bills as an-
notations to the hills involved (La.). In three state legislatures,
the fiscal note relative to a bill is published in the daily calendar
of the house to which the bill is reported by the committee of
reference. In two states, the fiscal note may be included in the
report of the committee at the committee’s discretion in certain
instances. At least four state legislatures including the Massa-
chusetts House of Representatives publish fiscal notes in their
legislative journals. Other varying practices are followed by
another six states.

.4
Use ofFiscal Note Manuals. —No less than four of the 25

states reported that they have prepared official fiscal note
manuals or other office manuals to guide sponsors of bills, legis-
lative staff personnel, legislative committeesand executive branch
employees in carrying out their responsibilities relative to fiscal

(Calif., R. 1., S. D. and Wise.).
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Effectiveness of Fiscal Note Procedures.
The legislative officials of 13 of the 25 states reported satis-

factory experience with their fiscal note or cost estimating pro-
cedures (Calif., Colo., Kan., Me., Mich., Mo., N. Y., N. D., Ore.,
Pa., S. D., Wash, and Wise.). Such officials of another six states
indicated that their legislative provisions re fiscal notes were
adopted too recently to permit fair evaluation at this time (Ga.,
11l~ La., Mont., Neb. and R. I.). Authorities of two states pro-
nounced their fiscal note procedures only partially effective (Ala.
and Tenn.), while such practices were described as ineffective in
two mere jurisdictions (Conn, and W. Va.). Mixed views were
reported as to the effectiveness of these procedures in one state
(Mass.). And officials of another jurisdiction (N. J.) made no
comment.

Present Massachusetts Fiscal Estimate Procedures.
The Massachusetts General Court currently utilizes both op-

tional and mandatory procedures in respect to cost estimates or
fiscal notes for legislative proposals with a fiscal impact.

Optional Cost Procedure.
Under the provisions of a 1963 statute the separate Senate and

House Committees on Ways and Means may request estimates
relative to the expenditures and revenue impact of important
proposea legislation from the Commissioner of Administration
and Finance, and affected state agencies (G. L. c. 29, s. 3A). While
other committees of the General Court do not have this same
statutory right, they reportedly do make intermittent requests to
agencies for such estimates relative to the fiscal impact of bills
under consideration by them.

The two Committees on Ways and Means, acting individually
or together (as the Joint Committees on Ways and Means), fol-
low rather simple procedures in exercising their statutory power
to require cost estimates from state agencies. As bills are referred
to thesecommittees, the committee staff sends to the appropriate
affected state agencies form letters requesting estimates as to the
cost impact of those measures. These agencies may comment on
any aspect of bills so referred to them, in general, the state |

agencies cooperate fully in supplying information requested of
them; and most are reported to furnish “good estimates.”
Estimates received from the various state agencies are examined,
investigated and evaluated first by the small professional staffs
of the Ways and Means Committees, and later by those Com-
mittees in executive session. Ordinarily, these estimates are not (
made public.
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Mandatory Fiscal Note Provision,
Since May of 1966, a mandatory fiscal note requirement, effec-

tive in the House of Representatives alone, requires the House
Ways and Means Committee and House Committee on Counties
to supply fiscal notes when they report bills “involving a capital
expenditure for new projects, or an appropriation for repairs”.

In practice, the House Committee on Ways and Means has in-
terpreted House Rule 44 very broadly, applying it to all bills in-
volving a major state expenditure commitment. More narrowly,
however, it has supplied fiscal notes only for such bills with po-

tential cost implications in excess of $lOO,OOO per annum. “Spe-
sum” appropriation bills are omitted from this fiscal note

procedure. During the 1966 sessions of the General Court, the
Committee reported fiscal notes in respect to at least nine major
bills. Those notes were printed in the House Journal and in the
daily calendars of the House.

In 1966, the House Committee on Counties did not provide the
House with fiscal notes in respect to bills reported by it.

Effectiveness of Massachusetts Procedures.
Legislators and others express diverse opinions in relation to

the effectiveness of Massachusetts fiscal estimating practices.
Reactions to the requirement in House Rule 44 are tentative,
inasmuch as it has been in effect for only a very short time.
Certain factors limit the effectiveness of these procedures in
Massachusetts.

Impact of the Right of Free Petition, —The traditionalright of
free petition makes possible the introduction of a very large num-
ber of bills and reports which must receive committee considera-
tion and a floor vote; in 1967, a total of 1,014 Senate and 4,431
House documents were filed by the prefiling deadline of the first
Wednesday of December 1966. Early identification of the many
bills with fiscal implications is a formidable task. If bills with
fiscal implications are to be identified and analyzed promptly
and carefully, there must be close cooperation between the legis-
lative and executive branches of the state government. In ad-

more adequate staffing may prove necessary for the
legislative committees and executive agencies concerned.

Failure of Agencies to Notify Commissioner of Administration.
Under current practices, the Committees on Ways and Means

normally request cost estimates directly from the affected agen-

cies, without routing these requests through the Commissioner
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of Administration or his Fiscal Affairs Division. Agency responses
are made with equal directness, and with a widespread failure to
furnish copies of their responses to the Commissioner as required
by law. Hence, the Commissioner and his staff including the
State Budget Director ■— have no systematic opportunity to re-
view and comment upon the accuracy and inclusiveness of agency
replies before they are returned to the Ways and Means Com-
mittees.

Weaknesses in Agency Estimates. From time to time, agen-
cies may underestimate the costs of bills they favor or overesti-
mate the fiscal consequences of bills they dislike. In other in-
stances, inadequate estimates result when agencies lack the time
and personnel required for preparation of proper estimates. Oc-
casionally, agencies are too optimistic in their estimates of the
“economic growth” of the state and of its revenues in forecasting
that important expenditure proposals will not require additional
taxes. Similarly, federal aid projections may be overly optimistic
or premature.

Selective Coverage Aspect. Some critics of the existing Mas-
sachusetts procedures point to (a) the absence of fiscal notes on
bills reported to the Senate by the Senate Ways and Means Com-
mittee and (b) the $lOO,OOO minimum limitation followed by the
House Committee on W’ays and Means, as shortcomings of pres-
ent practices. These critics contend that the recent selective
procedure which produced only nine fiscal notes in 1966 falls far
short of the comprehensive practices of other states.

Massachusetts Fiscal Note Proposals of 1966- 1967.
Provision of Proposals.

The legislative directives requiring this Legislative Research
Council study included within their scope four of the five follow-
ing fiscal note measures proposed to the General Court in 1966:

(a) Senate, No. 531 of 1966, proposed by Senator Francis X.
McCann of Middlesex, which would require the Committees on
Ways and Means to indicate “the estimated annual cost” of
bills reported by them, by means of fiscal notes printed in the
daily Senate and House calendars. (This proposal has been re-
introduced by Senator John J. Conte of Worcester as Senate,
No. 790 of 1967.)

(6) House, No. 535 of 1966, proposed by Representative
Matthew J. Kuss of Fall River, which would require bills en-
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tailing new or increased state expenditures to contain a fiscal
note or to carry such a note “as an appendix.” Such notes
would be prepared by the State Budget Director. (Representa-
tive Kuss has reintroduced this proposal, as House, No. 480 of
1967.)

(c) House, No. 2245 of 1966, sponsored jointly by Representa-
tives Jack H. Backman of Brookline and Marie E. Howe of
Somerville, would require the State Comptroller to prepare de-
tailed fiscal notes for bills which the committeesof original ref-
erence classify as measures involving a cost to the state in ex-
cess of $5,000 over a five-year period. Representative Backman
has reintroduced his proposal as House, No. 1026 of 1967. Under
its terms the Legislative Research Council instead of the State
Comptroller would be responsible for preparing fiscal notes.

(rf) House, No. 2558 of 1966, introduced by Representative
H. Thomas Colo of Athol, would require any committee report-
ing a bill favorably to “attach” thereto a fiscal note if it affects
state or local government expenditures. (This measure has
been reintroduced by Representative Amelio A. Della Chiesa of
Quincy, as House, No. 3243 of 1967.)

(e) House, No. 2247 of 1966, proposed by Representative
James H. Kelly of Boston, would also require committees to ob-
tain fiscal notes for bills reported favorably which affect state
appropriations, liabilities or revenues. Such notes would be
prepared by an agency whose appropriations or revenue-collect-
ing duties would be affected by the bill.
The last of these measures, House, No. 2247, was omitted from

the study directive to the Legislative Research Council.

Arguments Pro and Con.
Arguments for and against the enactment of a mandatory fis-

cal note law for Massachusetts follow the pattern of arguments
on this issue in other states. In addition views of fiscal note pro-
ponents differ as to the relative merits of individual fiscal note
proposals.

Need for Fiscal Notes. Proponents of mandatory fiscal notes
believe they are necessary to stimulate greater cost consciousness
on the part of those who propose or support legislation. It is
argued that soaring state and local costs make imperative proper
evaluation of changes which proposed bills may cause in public ex-
penditures or revenues, before a final legislative decision is made.
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Fiscal note proponents consider existing Massachusetts prac-
tices inadequate. They contend that the Legislature is too in-
attentive to the fiscal impact of legislation expanding present
state and local agencies and programs, establishing new agencies
and programs, and granting real estate tax exemptions. Pro-
ponents of fiscal notes assert that the full costs of legislation are
seldom reached in the first year, and that fiscal notes showing
cost projections are needed to enable legislators to identify meas-
ures with large future cost possibilities. Fiscal note procedures
are also urged to discourage the introduction of bills for “political
effect”.

The necessity for mandatory fiscal notes is challenged by op-
ponents. Fiscal note opponents blame past errors more on politi-
cal factors and on inadequate staffing of legislative committees
than on the lack of mandatory fiscal notes. Some opponents
charge that the Genera! Court has been seriously misled in the
past by estimates provided by the very agencies which would pre-
pare fiscal notes under certain of the proposed mandatory sys-
tems. These critics demand instead greater “fiscal responsibil-
ity” by executive branch agencies in proposing or supporting
legislation.

Delays. While fiscal note proponents concede some delay in
the processing of legislation subject to mandatory fiscal note
procedures, they believe such time losses can be minimized and
that they will be more than offset by the advantage of more in-
formed legislative decisions. Further, proponents claim that a
great many bills will not need fiscal notes. In response, critics
protest that a mandatory fiscal note requirement will “tangle
the legislative process in red tape” by delaying bill introductions
and committee reports on bills, especially in the hectic proroga-
tion period.

Reliability and Effectiveness of Fiscal Notes. Proponents of
mandatory fiscal notes reply that while such notes are not an in-
fallible “cure-ail”, they nonetheless would enable the legislature
to make better decisions in regard to proposed legislation if the
notes are based upon sound procedures and close cooperation be-
tween the General Court and the fiscal agencies of the executive
branch. In rebuttal, opponents argue that fiscal notes of any
variety are merely estimates, may not be accurate, and may be
compiled too hastily and with too little “in-depth” analysis.
Opponents further contend fiscal notes may also be rendered un-
reliable because of political bias or motivation on the part of the
authority responsible for their preparation.
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Legislative Rule vs. Statutory Approaches. Among fiscal
note proponents, there are difference of opinion as to whether
mandatory fiscal note procedures should be established by legis-
lative rules changes alone, or by statute. The former approach
is urged as being more flexible. In contrast, other proponents
hold that only a statutory mandate will assure operation of an
effective fiscal note requirement.

Proposals Subject to Fiscal Note Requirement. Proponents
of the five 1966 fiscal note proposals advanced differing criteria as
to the types of legislative measures which should be covered by a
fiscal note requirement.

Most of the mandatory fiscal note proponents believe that such
notes should be required for measures affecting state expendi-
tures, but not for those pertaining to state revenues. It is argued
that reasonably satisfactory procedures now exist whereby the
professional staff of the Joint Committee on Taxation is able to
develop revenue estimates with the aid of the Department of
Corporations and Taxation.

Some fiscal note proponents urge inclusion within a mandatory
fiscal note system of all bills affecting local government expendi-
tures, liabilities and revenues, since local governments account
for two-thirds of Massachusetts taxation. It is asserted that
such notes would assure adequate information not only to legis-
lators but also to municipalities which must bear all or part of
the resulting costs.

Exemptions from fiscal note requirements of bills falling be-
neath specified cost impact levels are favored by some authorities,
to free legislative committees and executive branch agencies of the
task of compiling fiscal notes for scores of “minor” measures. It
is argued that committee and agency staffs will then be able to
concentrate on measures with “major” fiscal implications. On
the other hand, the objection is raised that the restriction of fiscal
note requirements to bills having an estimated impact above any
specific sum, or to bills “with significant costs,” would invite
circumvention of the fiscal note requirement; it is argued that
some bills involving small sums in themselves may establish po-
litical precedents opening the door to large state commitments.

Two proposals of 1966 would apply mandatory fiscal notes only
to bills reported favorably by legislative committees. Sponsors
of these proposals argue that considerable time and effort would
be wasted in the General Court and in executive agencies if fiscal
notes are required for both favorable and adverse committee
reports; and they see no merit in compiling fiscal notes for bills
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which have no reasonable chance for passage. However, they
agree that such notes should be required for a bill if either house
overturns the adverse report of a committee thereon. On the
other hand, critics of that limitation claim that legislators will
be more reluctant to overturn committee reports on the floor if
the financial consequences are known.

Some supporters advocate inclusion of waiver provisions per-
mitting suspension of fiscal note requirements by vote of the
Senate or House, to expedite the conclusion of the annual legisla-
tive session. However, critics fear that this waiver may encourage
committees to hold many fiscally significant bills until the
“prorogation rush” is on, with a view to eliminating the need for
a note which might prove politically unpalatable. Without a
waiver authorization, it is claimed that these committees would
be induced to report bills more promptly.

Initiation of Fiscal Note Requests. Fiscal note proponents
vary in their opinions as to when such notes should be required.
Some authorities advocate that fiscal notes be required at the bill
introduction stage. They are hopeful that certain bills would
not be introduced once their sponsors became aware of their cost
implications, and that the legislative workload would be lightened
in consequence. Moreover, these proponents see no reason why
state administrative agencies, special commissions and special
recess committees which recommend legislation to the General
Court should not be required to incorporate appropriate fiscal
notes in their reports or petitions. In rejecting this approach,
critics assert that such a requirement would (a) delay the process-
ing of bills for printing and assignment to committees under the
early Massachusetts pre-filing deadline, and (b) result in a hard-
ship for newly elected legislators who have barely a month, follow-
ing their election, in which to submit petitions for legislation.

Another group of fiscal note proponents favor a requirement
that the fiscal note be obtained while that bill is being considered
by the committee to which it is first referred. Advocates of this
procedure believe that it has the advantage of avoiding a “log-
jam” in the preparation of bills at introduction, and that it would
make committees of original reference more aware of the costs of
bills they report.

Critics observe that a fiscal note obtained by the committee of
original reference is wasted effort if the bill is defeated or replaced
by a substitute bill on the Senate or House floor. Hence, they
argued that it would be more practical to require such notes to be
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obtained by the Committees on Ways and Means as soon as
“spending” bills are referred to them. The sole exception to this
approach would relate to bills assigned to the Committees on
Counties, Municipal Finance, and Taxation which do not involve
state appropriations and hence do not ordinarily pass through
the Committees on Ways and Means.

Finally, other fiscal note advocates suggest that those notes
be required only for bills which survive their second reading and
are ordered to third reading. This approach is rejected by those
who argue legislators might be led to commit themselves rather
deeply to the measure as it progressed, only to Jearn of serious
fiscal defects “at the eleventh hour.”

Preparation of Fiscal Notes. One group of fiscal note advo-
cates stresses that fiscal note requests should be addressed to a
single executive branch official for referral to the affected agency
or agencies for preparation of an initial fiscal note, and the re-
sulting note then returned to the legislature via that official who
would review the note and attach thereto his comments as to
the accuracy and adequacy of the information contained therein.
According to proponents of this “central routing” approach, the
executive officer through whom such requests ought to be routed
is either (1) the Commissioner of Administration, or (2) his sub-
ordinate Deputy Commissioner who directs the Fiscal Affairs
Division, (3) the Director of the Budget Bureau within that
Division, or (4) the State Comptroller. They assert that this pro-
cedure provides a more orderly method of preparing fiscal notes
and that it gives the Legislature the advantage of a “more ob-
jective” by the fiscal management agency of the executive
branch.

Other fiscal note proponents favor preparation of such notes
by the individually affected agencies on direct requests of the bill
sponsor or legislative committee of reference. In their view, less
“red tape” and delay will result and operating agencies will be
less subject to “pressure” from the Executive Office for Adminis-
tration and Finance.

A third group of fiscal note proponents believe that such notes
should be prepared, after suitable investigation, by the legislative
committees or by service agencies of the General Court, in order
to assure legislative independence from “executive domination.”
In rebuttal, critics assert that such a requirement would oblige
the General Court to duplicate the staff structure of the executive
branch fiscal agency organization, all at an “unnecessary cost”
to the Massachusetts taxpayer.



HOUSE — No. 4895. [Apr.20

4

%

«

l

Contents of Fiscal Notes. Many fiscal note proponents favor
specific detailed requirements as to information which must be
presented by fiscal notes, including estimates as to both the short-
terra and long-term fiscal impacts of legislative proposals. They
do not anticipate an adequate response in the absence of clear
requirements on this point. When reasonable estimates are not
possible fiscal note proponents would require the note to include
an explanatory statement.

Publication of Fiscal Notes. Mandatory fiscal note advocates
generally agree that fiscal notes should be published reasonably
in advance of the final legislative vote on bills, so that legislators
and the public will be properly appraised of the impact of those
measures. However, this automatic publication is opposed by
some who feel that little attention will be paid to such estimates
by legislators, and that publication should be at the discretion
of the committees of reference and of legislative leaders. These
critics see such publication as another source of delay in the
processing of legislation.
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FISCAL ESTIMATES FOE P )SED LEGISLATIO

Origin and Scope of Study.

The Massachusetts General Court, as indicated by the three
joint orders reprinted on the inside of the front cover of this
booklet, directed the Legislative Research Council to report upon
four legislative proposals of 1966 which would require fiscal notes
or “price tags” to accompany proposed legislation affecting state—

and in some cases, local—government finances. Such fiscal notes,
attached to legislative proposals at some stage prior to enactment,
would be required to estimate, if possible, one or more of the
following financial consequences of such proposals, viz., the result-
ing increases or decreases in: (1) state government costs, (2) local
government costs, (3) state “fiscal liability”, and (4) state
revenues.

House, No. 3175 of 1966, the first of these three joint orders, was
adopted by the House of Representatives on April 26, 1966 and by
the Senate, in concurrence, on April 29, 1966, on recommendation
of the Joint Committee on Ways and Means (its author) and of
the two Committees on Rules. In its original form, that order
required the Legislative Council to report upon four 1966 fiscal
note proposals which had been referred to the Joint Committee on
Ways and Means, namely:

Cijt' Commoniuealti) of a^assarbusetts

Study Directive in House, No. SI 75 of 1966.
«.

Chapter I. Introduction.

House, No. 635, the petition of Representative Matthew J. Kuss of Fall River
for legislation requiring the State Budget Director and state departments to
furnish certain fiscal information, and providing for the printing of said
information on all bills pending before the General Court which require new or
additional expenditures of state funds;
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House, No. 2245, the petition of Representatives Jack H. Backman of Brookline
and Marie E. Howe of Somerville for legislation to provide for annexing a
fiscal note or price tag to all bills reported by committees by the General Court;

House, No. 2247, the petition of Representative James H. Kelly of Boston for
legislation to require the preparation and furnishing of a fiscal note on bills
reported favorably by joint committees of the General Court or by any
committee of the Senate or House; and

House, No. 2568, the petition of Representative H. Thomas Colo of Athol that
bills reported by committees of the General Court be required to have attached
thereto an estimate of probable cost.

At a hearing before the Joint Committee on Ways and Means on
February 8, 1966, proponents of a fiscal note law for Massachusetts
stressed that it would, in their opinion, promote greater fiscal
responsibility on the part of the General Court by providing
legislators with informed estimates of the fiscal consequences of
legislative proposals affecting state revenues and state and local
government expenditures. Fiscal note advocates observed that such
a procedure would be especially helpful to legislators in respect to
(a) bills whose fiscal implications were substantial, but not im-
mediately obvious and (b) legislation proposing major state pro-
grams whose cost aspects or revenue potential are controversial.
Among these proponents were members of the General Court
(including the legislators who filed the fiscal note bills), the
legislative counsel to His Excellency Governor John A. Volpe, the
Massachusetts Taxpayers Foundation, and the Greater Boston
Chamber of Commerce. There were no opponents in attendance.

The Joint Committee on Ways and Means reported all four
proposals in an omnibus study directive, House, No. 3175. Later
Representative Kelly was successful in withdrawing his measure
from the directive during the House debate on the acceptance of
the Ways and Means Committee report. The Kelly measure,
House, No. 2247 ■was not enacted, but instead served as the basis
for a later amendment to House Rule 44 to require the House
Committees on Ways and Means, and on Counties, to apply fiscal
notes to bills involving capital expenditures only.

Under the provisions of the joint order, House, No. 3175 as so
revised, the Legislative Research Council was directed to study the
subject matter of the proposals by Representatives Kuss of Fall
River (House, No. 535), Backman of Brookline and Howe of
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Somerville (House, No. 2245), and Colo of Athol (House, No.
2558). The order further specified that—

. . . Said commission (sic) shall report to the general court the results of its
investigation and study, its recommendations, if any, together with drafts of
legislation necessary to carry such recommendations into effect, by filing the same
with the clerk of the house on or before the last Wednesday of December in the
current year.

In keeping with its basic policy which limits reports of the
Legislative Research Council to “statistical research and fact-
finding” (G. L. c. 3, § 58), this report neither advocates nor
opposes any of the legislative measures under study. However, as
part of its factual presentation, the report summarizes the views of
proponents and opponents of Massachusetts fiscal note proposals in
its concluding Chapter V. That chapter discusses in detail the
legislative background and provisions of the 26 fiscal note proposals
submitted to the General Court between 1961 and December 31,
1966, including House, No. 2247 of 1966.

The scope and reporting date of the initial study directive
(House, No. 3175) were later extended by two other joint orders of
1966.

The first of these later two directives (Senate, No. 884) required
the Legislative Research Council to include within its study under
House, No. 3175 the subject matter of Senate, No. 531, the petition
of Senator Francis X. McCann of Middlesex for legislation to
require the Senate and House Committees on Ways and Means to
include a statement of the estimated cost of bills reported by them.
The second (an unnumbered joint order of December 20, 1966)
extended the Council’s reporting date to January 25, 1967.

This report discusses procedures for estimating the cost of pro-
posed state legislation in the four following chapters relative to (a)
state fiscal estimate procedures generally, (6) practices of other
selected states, (c) present Massachusetts fiscal estimate proce-
dures, and (d) pros and cons of Massachusetts proposals. That
format of presentation was suggested by the fact that current
Massachusetts practices and proposals relative to “cost estimates”,
“price tags” and “fiscal notes” for legislative bills and resolves

Two Subsequent Amendatory Study Directives.

Study Procedure.
Format oj Report.
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have been influenced by developments elsewhere prior to the
establishment of such estimating procedures in this Common-
wealth.

In most instances, cost estimates for proposed state laws are
formulated as part of a “fiscal note” which reports the estimated
impact of those proposals upon (1) existing state appropriations
and expenditures, (2) future state expenditures, (3) state liabil-
ities, (4) state revenues, and (5) related matters. Accordingly, this
report uses the commonly accepted phrases “fiscal note” and
“fiscal note procedures” with their broader connotations, embrac-
ing more than is implied in the more limited component term “cost
estimate procedures.”

In the preparation of this study, a member of the Legislative
Research Bureau staff conferred with the legislators who sponsored
the five fiscal note proposals. Conferences were also held with
Senator James F. Burke of Plymouth and Representative Anthony
M. Scibelli of Springfield, chairmen, respectively, of the Senate and
House Committees on Ways and Means, and with members of their
staffs. In addition, two key fiscal officials of the Executive Office for
Administration and Finance were interviewed, namely: Mr.
Charles E. Shepard, Deputy Commissioner for Fiscal Affairs, and
Mr. Edwin T. Hebert, Director of the Budget Bureau. Background
information was supplied on request by the Massachusetts Tax-
payers Foundation, long an advocate of a fiscal note system. All of
these knowledgeable officials and organizations furnished factual
information and views which were most helpful in developing the
legislative background and technical aspects of proposed fiscal note
legislation in Massachusetts.

To develop data as to fiscal note practices and experiences
elsewhere, the Legislative Research Bureau sent questionnaires and
letters of inquiry to legislative research agencies of the other 49
states, with resulting replies by all but four states. Related infor-
mation was also provided by the Council of State Governments,
the National Municipal League, and the Citizens Conference on
State Legislatures.

To all these officials and organizations within and outside
Massachusetts who cooperated so generously in this study, the
Legislative Research Bureau expresses its sincere appreciation.

Research Procedure.
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Chapter 11. State Fiscal Estimate Procedures Generally.

Twenty-five states currently have fiscal note or cost estimate
procedures of one sort or another for determining the financial
impact of proposed state legislation. Most of these procedures have
similar major features, but no two states follow identical require-
ments. This chapter therefore presents, in very general terms, a
summary of state developments under the four headings of (1)
Historical Background, (2) Types of Fiscal Note Procedures, (3)
Principal Features of Fiscal Note Procedures, and (4) Effectiveness
ofFiscal Note Procedures.

Since a limited general review cannot cover every detail of
individual state practices, the following Chapter 111 discusses in
depth the practices of 12 selected states, including two states which
abandoned fiscal note procedures.

Origin and Spread of Fiscal Note Procedures.
The practice of estimating the cost and revenue impact of

proposed state legislation first appeared in California as early as
1951, when that state’s Legislative Analyst began “price tagging”
such proposals for the Joint Legislative Budget Committee. How-
ever, the evolution of “fiscal note” procedures involving a right or
duty to request estimates, and their subsequent formulation, review
and general publication, dates from 1955 when such a comprehen-
sive, systematic procedure was authorized by statute in
Wisconsin.

By late 1966, “fiscal notes” or other cost estimating methods
were being used in 25 states (Ala., Calif., Colo., Conn., Ga., 111.,
Kans., La., Me., Mass., Mich.. Mo., Mont., Neb., N.J., N.Y., N.D.,
Ore., Pa., ILL, S.D., Tenn., Wash., W.Va., and Wise.). In addition,
another three states experimented briefly with such procedures
before suspending or abandoning them (Ind., Md. and Okla.). And
in two more states the adoption of the same has been recommended
recently or is now under study by the state legislative council
(Alas, and Ark.). Of the 28 states which had or now have these
procedures, at least 20 states instituted them in the period 1963-
1966.

Introduction

Historical Background.
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The relatively large number of state adoptions of formal fiscal
note procedures in 1963 and subsequent years reflects in part the
impetus provided by the National Legislative Conference in its
efforts to improve state legislative processes across the nation. The
Conference, an affiliate of the Council of State Governments,
authorized two extensive studies of state legislative processes, first
by its Committee on Legislative Processes and Procedures which
reported in 1961, then by a follow-up Committee on Organization
of Legislative Services which submitted its report in 1963. Both
committees were chaired by the Honorable John E. Powers of
Boston, at that time President of the Massachusetts Senate and
Chairman of the Legislative Research Council, who is now Clerk of
the Supreme Judicial Court for Suffolk County.

The latter committee recommended the use of “fiscal note” cost
estimating systems as an integral part of a master plan for
modernized legislative fiscal practices, as follows:

It must be assumed that every state legislature has some method of obtaining
information essential to measure the dollar impact of bills which would affect
income or appropriations.

... In brief, the system requires that “money bills” be
supported by a statement of their financial impact, if possible. The figures usually
originate in the executive branch and may or may not be subject to review and
revision by an appropriate legislative service agency.

A caveat should be sounded in this connection; a fiscal note which provides
information as to the immediate cost of a new proposal but which does not reveal
whether such cost will increase at an abnormal rate is of questionable value. To be
of value, the note must reveal whether the cost figure is for only a portion of a
year, or whether, for any other reason, the annual cost will increase dispropor-
tionately. . . .

Fiscal analysis is the critical analysis of the significant factors of a part or all of
a fiscal program for the purpose of revealing its short-term impact and its
probable future consequences. Thus it is concerned with the long-range problem
of analyzing the past history and probable future trend of the state’s financial
position in order that a sound fiscal policy may be developed and maintained.

A half a century ago state finance was a relatively simple matter. The principal
source of revenue was the property tax, which was stable and predictable . . .

Today, state revenues come in large measure from income and sales taxes which
fluctuate with economic change. Federal policy has a heavy impact on state
spending policy. Local needs cannot be ignored by state government.

. . .

The impact of federal programs must be assessed carefully and state policies
must be adjusted to them if a balanced state fiscal program is to be maintained.
Similarly, the assumption of continuing obligations should be studied carefully as

Impact oj National Legislative Conference Report of 1963.
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to their long-term consequences, if inequities are to be avoided and the economic
balance within the state is not to be upset. Correcting mistakes in such programs
usually is quite costly.

The legislature should not rely entirely upon the executive to recommend the
alteration of state spending programs which are based on statute and which can
be changed only by new legislation. It is not sufficient to consider new and
increased appropriations at each budgetary session. The legislative basis of
existing programs must be kept under critical scrutiny if outmoded policies are
not to produce undesirable results . .

.

Each state should provide the staff with which to make effective the
legislature’s control over the appropriating process . ..

Legislative fiscal responsibility is not limited to the problems of the current
year or biennium. An adequate fiscal policy must be based on a continuing
evaluation and re-evaluation of the present against the experience of the past and
the probabilities of the future. ...

The legislature should require that each bill which would affect income or
appropriations be accompanied by an estimate of its fiscal impact in terms of
dollars. Such estimates should be prepared by the affected agency or other
appropriate agency, but should be subject to review, verification or revision by
the legislative budget review agency . . 7

More recently, the use of fiscal notes in respect to proposed state
legislation was also urged by the American Assembly, though it
made no detailed comment thereon. 2

Generally speaking, three different types of approaches are in
effect among the 25 states with fiscal note or other procedures for
estimating the cost or revenue impact of proposed state legislation,
namely: (1) mandatory fiscal note procedures, (2) optional or
permissive fiscal note procedures, and (3) the cost estimate practice
of California which does not utilize fiscal notes as such.

In the 18 states with mandatory fiscal note procedures in one or
both houses of their legislatures, every bill which would increase or
decrease state expenditures or revenues (or both) must be accom-
panied prior to the third reading stage by a “fiscal note” which

Types of Fiscal Note Procedures.

Mandatory Fiscal Note Procedures.

1 Council of State Government, Mr. President . . . Mr. Speaker, Report of the
Committee on Organization of Legislative Services of the National Legislative
Conference, Chicago, 111., 1963, 79pp. At pp. 33-35.

2 American Assembly, State Legislatures in American Politics, Report of 29th
American Assembly, New York, N.Y., Columbia University, 1966, 15pp. At p. 8.
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indicates the fiscal effect of the measure and sets forth certain
relevant information (Ala., Colo., Ga., 111., Kans., Me., Mass., Mo.,
Mont., Neb., N.J., N.Y., N.D., Ore., S.D., Tenn., W. Va., and
Wise.).

In 14 of these states, such mandatory procedures apply in the
unicameral legislature (Neb.) or in both houses of the bicameral
legislature (Ala., Colo., Ga., 111., Kans., Me., Mo., Mont., N.D.,
Ore., S.D., Tenn., and Wise.). In the remaining four bicameral
states, mandatory fiscal note practices prevail in one house only
(Mass., N.J., N.Y. and W. Va.).

In one of the 18 “mandatory” states, the fiscal note requirement
applies only to bills relating to the pensions and retirement benefits
of state and local government personnel (Ga.). Similarly, in
another—Massachusetts—the fiscal note is required specifically
only for certain capital outlay and maintenance legislation.

This group of 18 states excludes three states which tried manda-
tory fiscal note procedures, only to suspend or abandon them (Ind.,
Md., and Okla.).

“Optional” or “permissive” fiscal note procedures are reported in
effect in eight states, including: (a) six states which have such
procedures in both houses of their legislatures (Conn., La., Mich.,
Pa., R. 1., and Wash.); and (6) two states which have such optional
practices in one chamber of their legislature while having manda-
tory procedures in the other chamber, as indicated earlier (Mass,
and N.J.). In these states, a fiscal note must be prepared for any
bill increasing or decreasing state expenditures, revenues or both,
only if requested by one of the authorities empowered either by
statute or legislative rule to make such a request. Otherwise, no
note is necessary. Such authorities include, variously, one or more
of the following: (1) the sponsor, (2) the presiding officers of the
Senate and House, (3) committees or their chairmen, or (4) any
legislator.

Finally, the single state of California follows a procedure, des-
cribed later in this report, whereunder analyses of the cost and
revenue implications of proposed legislation are prepared almost
automatically on a selected basis by the Legislative Analyst’s Office
for key legislative committees.

OptionalFiscal Note and Other Procedures.
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Of the 25 states with fiscal note or other cost estimating practices
described above, nine states base such practices primarily on
statutory provisions (Conn., Ga., 111., Kans., La., Mont., R.1., S.D.
and Wash.); another nine states rely solely on legislative rules
(Ala., Calif., Colo., Me., Mo., Neb., N.Y., N.D. and W. Ya.); four
more states reportedly utilize both statutory and legislative rule
requirements (Mass., N.J., Tenn., and Wise.); and the remaining
three states are said to have wholly informal procedures enforced
by their legislative committees on appropriations or ways and
means (Mich., Ore. and Pa.). Local constitutional, legal and
political considerations have dictated these various approaches
among the states.

As previously indicated, identical practices are not followed by
the 25 state legislatures which have fiscal note or cost estimating
procedures. Variations among the states reflect (1) the use of
annual or biennial legislative sessions, (2) time limitations on
legislative sessions, (3) the presence or absence of legislative rules
requiring the pre-filing of bills, (4) requirements relative to the
printing of bills, (5) standing committee organization and proce-
dures, (6) available legislative staff services, (7) differing legisla-
tive work loads, (8) the role of executive branch or other non-
legislative agencies in obtaining and analyzing fiscal information
desired by the legislature, and (9) the tenor of the political
relationships between the two houses of the legislature and between
those houses and the executive branch.

However, each of the 25 state legislatures includes within its
fiscal note or other cost estimating system one or more of the seven
features summarized below under the headings of (1) Legislative
Proposals Subject to Fiscal Note Procedure, (2) Initiation of Fiscal
Note Procedure, (3) Preparation of Fiscal Notes, (4) Fiscal Note
Contents, (5) Review of Fiscal Notes, (6) Publication of Fiscal
Notes, and (7) Use ofFiscal Note Manuals.

Legislative Proposals Subject to Fiscal Note Procedure.
In most of the 25 states, fiscal notes are authorized on a

Legal Bases of Procedures.

Principal Features of Fiscal Note Procedures.



HOUSE No. 4895. [Apr.30 i

t

mandatory or optional basis for all legislative proposals which
would increase or decrease state expenditures, liabilities or
revenues.

On the score of expenditures, 16 states authorize fiscal notes re
measures increasing or decreasing state appropriations or expendi-
tures (Colo., 111., Kans., Me., Mich., Mont., Neb., N.J., N.Y., N.D.,
Ore., Pa., R. 1., S.D., Tenn., and Wise.). Five states—including
three of the above states—specify a fiscal note or other type of
estimate for any bill making a state appropriation (Ala., Calif.,
Kans., Tenn. and Wise.), while a sixth state requires fiscal notes on
bills involving “new or increased expenditures of state funds”
(Mo.). However, in eight of the 19 states in this entire group, such
fiscal notes are not requested in regard to bills making appropria-
tions of specific sums (Colo., 111., Mont., N.J., N.Y., N.D., R.I. and
S.D.).

Bills increasing or decreasing state liabilities are subject to fiscal
notes in ten states (Colo., Conn., Kans., Mont., N.D., R. 1., S.D.,
Tenn., W.Va. and Wise.).

Fiscal notes also apply mandatorily or optionally in 18 states
to legislative proposals which involve any increase or decrease in
state revenues (Ala., Colo., Conn., 111., Kans., Me., Mont., Neb.,
N.J., N.Y., N.D., Ore., Pa., R. 1., S.D., Tenn., W. Va. and Wise.).
Two of these 18 states extend this requirement to bills affecting
taxation (W.Va. and Wise.).

North Dakota’s mandatory fiscal note requirement applies only
to bills having an estimated fiscal effect of $5,000 or more upon state
expenditures, liabilities or revenues. Informal “floors” excluding
bills of small impact are believed in effect among many others of
the 25 states, as in Massachusetts (which excludes from its
mandatory “fiscal note” under House Rule 44 all bills with an
estimated impact of less than $100,000).

Other measures subject to fiscal note or cost estimate procedures
include those: (a) creating new state offices or agencies, adding
new state functions, or affecting the efficiency of state agencies
(Calif.); and (6) affecting public employee pensions and retire-
ment systems (Ga., Wash, and Wise.). The states of Georgia and
Washington require fiscal notes only for bills affecting public
employee pensions and retirement systems, and for no other types
of legislative proposals.
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Finally, three states authorize a fiscal note or cost estimate,
simply, for any proposed measure having a “fiscal impact”, “fiscal
effect” or “cost” (Conn., La. and Mass.). One of these states,
Connecticut, excludes specific appropriation bills from such fiscal
note coverage.

In some states with general fiscal note procedures, a special
procedure is in effect for certain types of measures (such as
Wisconsin legislative proposals affecting certain tax exemptions
and public employee retirement systems).

State legislatures differ widely in their requirements as to who
may initiate a request for a fiscal note or cost estimate and at what
stage. Most legislative bodies empower more than one authority to
initiate such requests.

At least nine states, all with mandatory fiscal note procedures,
authorize the sponsor of a bill to request the necessary fiscal note.
Five of these nine states either require or permit him to do so prior
to the formal introduction of his bill (Colo., Mo., Neb., S.D. and
Wise.). Two of the nine states authorize him to request that note
when his bill is referred to committee (Me. and N.Y.). The single
state of Illinois requires the sponsor to obtain such a fiscal note
prior to the second reading of his bill, whereas the state of
Tennessee allows a bill sponsor to initiate a fiscal note request
during only the last two weeks of the legislative session.

Very similarly, at least four states authorize or direct their
legislative bill-drafting agencies to seek fiscal notes for bills which
are being prepared by them at the request of sponsors, or which
have been submitted by such sponsors to those agencies for review
(Mo., N.J., N.D. and Wise.). Usually, such fiscal note requests
must be initiated prior to the formal introduction of the relevant
bills.

In 19 state legislatures, the committee to which a bill with fiscal
implications is referred, or the chairman of that committee alone,
is either required or permitted to request or prepare a fiscal note or
cost estimate thereon. In 16 of these 19 states legislatures, such a
note or estimate must (or may) be obtained or prepared by the
committee before it reports the bill out to the floor (Ala., Calif.,
Colo., Ga., 111., Mass., Neb., N.J., N.Y., N.D., Pa., R. 1., S.D.,

Initiation of Fiscal Note Procedure.
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Term., Wash., and Wise.). In the remaining three states, no specific
time limit is imposed on requests for fiscal notes by committees or
their chairmen (Conn., Mich., and Mont.). In at least seven of
these 19 states, the committee chairman alone is empowered to
request a fiscal note on behalf of his committee (Colo., Conn., Ga.,
Neb., N.J., N.D. and R.1.). And in no less than six of the 19 states,
only certain committees or their chairman request, prepare or
automatically receive official estimates—usually, appropriations or
ways and means committees (Calif., Mass., Mich., Ore., Pa., and
Tenn.). One state, Connecticut, authorizes the senior minority
party member of each committee to request a fiscal note in respect
to any bill before his committee.

Three states have related statutes, legislative rules, or informal
practices requiring the finance commissioner or budget officer of
the state’s executive branch to prepare fiscal notes automatically
for bills with fiscal implications (Kansas, on referral of the bills to
committee; Oregon, promptly after introduction of these bills; and
Tennessee, promptly after first reading of such bills). Such notes
must be provided to the committee to which the relevant bill was
referred for consideration, usually prior to the reporting of that
bill.

In two states, a fiscal note request may be initiated by the clerks
of the legislature. Such notes must be requested by the Clerk of the
unicameral Nebraska Legislature when bills are reported by com-
mittees. In Wisconsin, the Senate Clerk and House Clerk must
initiate fiscal note requests for certain types of bills introduced in
their respective branches.

In at least five states, the statutes or legislative rules (or both)
authorize the principal legislative leaders to request fiscal notes for
bills under certain circumstances (Conn., Mont., N.J., S.D. and
Wise.). These legislative leaders include the presiding officers of the
Senate and House in all five states, and the Senate and House
Minority leaders in Connecticut. Only one state, Louisiana,
reported that its statutes or legislative rules allow any legislator to
request a fiscal note on any pending measure, whether introduced
by him or not.

Finally, a minimum of five states have provisions whereunder
preparation of a fiscal note relative to any pending measure may be
ordered by majority vote of either the Senate or House (Ilk, Mont.
N.J., N.D. and S.D.).
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Preparation of Fiscal Notes.
In most of the 25 states with fiscal note or cost estimating

procedures, requests for such notes or estimates relative to pro-
posed legislation must be directed to a particular officer of the
legislative or executive branch whose duty it is to compile the note
or estimate, or to supervise its compiling by other executive branch
agencies.

Thus, in seven of the 25 states, the fiscal note must be prepared
by the budget officer of the executive branch or under his super-

vision, usually with the cooperation of the state agencies whose
*expenditures, functions or revenue-collecting duties would be
affected by the proposed bill involved (Ga., Kans., Mo., Mont.,
N.Y., R.I. and S.D.). In five more states, this responsibility is
vested in the commissioner of administration or finance with like
assistance (Conn., Mass., Ore., Tenn. and Wise.). And in one state,
Colorado, the state controller is primarily responsible for the
compilation of fiscal notes.

In seven jurisdictions, including one of the foregoing states,
requests are—or may be—directed to the state agency whose
duties, expenditures or revenue-collecting activity would be
affected by the bills covered by those requests (Ala., 111., La.,
Mass., Mich., N.D. and Pa.). In the single state of Washington
where fiscal notes are sought only for retirement bills, such requests
are met by the Public Pension Commission.

In another three states, fiscal notes or cost estimates are prepared
by or under supervision of a legislative fiscal agency, with the
assistance of the state budget officer and the state agencies whose
costs or tax-collecting duties would be affected by proposed legisla-
tion (Calif., Neb. and N.J.).

Lastly, in Maine, the sponsor of a bill with fiscal implications is
responsible for compiling the fiscal note thereon. In contrast, the
state of Illinois requires the sponsor to prepare that note only if his
bill does not affect an existing state agency.

•y In 13 of the 25 states, the fiscal notes or cost estimates must be
prepared within a specified time: (a) five days, (Colo., Ga., 111.,
N.D.. R.T., S.D. and Wise.); (b) six days (Mont.); (c) seven
days, with certain exceptions, (Conn., Kans. and Tenn.); (d) ten
days (Neb.); and (e) 15 days, (La.). Some of these states allow an

of those time limits, if necessary to assure proper
preparation of the fiscal note (for example, Ga., S.D. and Wise.).
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Confidential status attaches to proposed bills in respect to which
fiscal notes are requested in at least six states, until those bills are
introduced formally (Colo., 111., Mo., Neb., S.D. and Wise.). State
employees engaged in the preparation of those notes may divulge
neither the bill nor the fiscal note and its supporting working
papers, until then.

The required contents of fiscal notes or cost estimates vary from
state to state. Thus, the Louisiana fiscal note statute requires that
such notes record only “information regarding the fiscal impact”
of proposed laws. However, nearly all of the 25 “fiscal note” and
“cost estimate” states lay down more extensive requirements in
their statutes, legislative rules, and implementing administrative
regulations.

A statement of the impact upon state appropriations and expen-
ditures is specifically required in 23 of the 25 states (Ala., Calif.,
Colo., Ga., 111., Kans., Me., Mass., Mich., Mo., Mont., Neb., N.J.,
N.Y., N.D., Ore., Pa., R. 1., S.D., Tenn., Wash., W.Va. and Wise.).
Insofar as possible, projected future costs must be reported specifi-
cally in all but six of these states (Ga., Me., Mo., N.J., N.D. and
W.Va.). Such projections must cover specific time periods in the
four states of Oregon (6 yrs.), Rhode Island (2 yrs.), South Dakota
(5 yrs.) and Wisconsin (4 yrs.). By implication, the simple “fiscal
effect” requirements of the two states of Connecticut and Louisiana
embrace both the short-term and long-range impacts of measures
upon state spending.

In ten of the 25 states, the impact of proposed legislation upon
“state liabilities” must be discussed in fiscal notes prepared for that
legislation (Colo., Conn., Kans., Mont., N.D., R. 1., S.D., Tenn.,
W.Va. and Wise.). Future projections of that impact are expressly
required in all of these ten states except Connecticut, North
Dakota and West Virginia. The impact upon state liabilities is
projected for two, four, five and six years, respectively, in the four
states of Rhode Island, Wisconsin, South Dakota and Oregon.

Fiscal notes are required to cover the revenue impact of proposed
laws in 18 of the 25 states (Ala., Colo., Conn., 111., Kans., Me.,
Mont., Neb., N.J., N.Y., N.D., Ore., Pa., R. 1., S.D.. Tenn., W.Va.
and Wise.). In all but five of these 18 states, a forecast of the long-
run revenue impact is called for (Conn., Me., N.J., N.D. and

Fiscal Note Contents.
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W.Va.). Specific term revenue projections are required in four
states, comparable to their specific term expenditure and state
liability projections (Ore., R. 1., S.D. and Wise.).

Other data required by some states for inclusion in their fiscal
notes or cost estimates for proposed legislation include the follow-
ing: (a) the impact of such proposals on certain aspects of the
state and local tax structure (W.Va. and Wise.); (6) the amount
of federal or other special funds available to pay costs (Ore.); (c)
costs that may be absorbed without need for additional funds

v |(Colo. and Mont.); ( d) the numbers of public employees affected
"my the proposal (Ga., Mich, and Wash.); (e) the actuarial

soundness and implications of pension and retirement proposals
(Ga., Wash, and Wise.); and (/) citations of all statutes affected
by the proposal (Calif, and Colo.).

In eight of the 25 states, the authority preparing the fiscal note
or cost estimate is specifically required to state therein why he is
unable to provide an estimate as requested, if that estimate is not
included in the note (Calif., 111., Kans., Neb., N.J., N.D., S.D. and
Wise.).

A total of 16 out of the 25 states indicated that the officers
responsible for compiling fiscal notes may comment, without
restriction, upon the merits of bills referred to them for analysis
(Ala., Calif., Conn., La., Me., Mass., Mich., Mo., N.J., N.Y., N.D.,
Ore., Pa., Tenn., Wash, and—re retirement and tax exemption
measures only—Wise.). However, in seven states including one of
the foregoing, the fiscal note must be factual, may point out
technical defects in the bill, but may not comment otherwise on the
proposal’s merits (Colo., 111., Mont., Neb., R. 1., S.D. and—except
for retirement and tax exemption bills—Wise.). More rigidly, the
single state of Kansas reported that its fiscal notes must be
confined solely to factual information without other comments.

Review ofFiscal Notes.
f At least six of the 25 fiscal note states specifically authorize a
review of such notes by the sponsors of the related bills, or by
various state officials, at some point during the formulation of
those notes (Colo., Neb., N.J., Ore., R.I. and Wise.). Of course, as a
practical matter, in all 25 states these fiscal notes and cost

festimates are subject to scrutiny by the legislative committees
which have the related bills under consideration.
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Three states assure bill sponsors an opportunity of review,
including: (1) Colorado, which grants these sponsors the right to
have a brief statement of dissent attached to fiscal notes prepared
by the State Controller; (2) New Jersey, which allows the intro-
ducer whose name first appears on the bill five days in which to file
his objections to the fiscal note; and (3) Wisconsin, which affords
sponsors an opportunity to review fiscal notes obtained prior to the
formal introduction of their related bills.

In New Jersey, the Legislative Budget and Finance Director,
who receives fiscal note requests, forwards them to the State
Budget Director (in the executive branch) for preparation in each
instance of an initial fiscal note by the state agency involved. That
initial fiscal note is subject to review and amendment first by the
State Budget Director, then by the Legislative Budget and Finance
Director. The latter officer, if he disagrees, may substitute his own
“accurate” fiscal note. A somewhat similar practice prevails in
Nebraska.

In Oregon, the Legislative Fiscal Officer reviews, and may attach
his comments to, fiscal notes prepared by the State Department of
Finance and Administration on its own initiative. And in Rhode
Island, the Fiscal Assistant to the House Finance Committee
reviews and comments upon fiscal notes prepared under the super-
vision of the State Budget Officer per the requests of legislative
committee chairmen.

Publication of fiscal notes or cost estimates relative to proposed
legislation is specifically provided for in either the laws, legislative
rules or implementing administrative practices of at least 15 of the
25 fiscal note states (Ala., Colo., 111., La., Mass., Mich., Mo., Mont.,
N.J., N.Y., N.D., R. 1., S.D., Tenn. and Wise.) In the remaining
ten states, such publication is only an implied obligation or is not
required at all (except as the authorities requesting or preparing
the fiscal note or cost estimate determine in their own discretion).
More than one publication requirement may be imposed by the
same state.

In at least seven states, the fiscal note must be printed on the bill
to which it pertains, or in an accompanying memorandum which is
distributed to members of the legislature (Colo., Mich., Me.,
Mont., R. 1., S.D. and Wise.). Thus, in Michigan the note appears

Publication of Fiscal Notes.
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on the final version of the bill; Montana requires publication of the
note when the bill is first reported from committee; and South
Dakota and Wisconsin print fiscal notes on those bills with respect
to which a note is prepared prior to introduction.

In one state, Louisiana, fiscal notes obtained on request of any
legislator are printed in the Legislative Council’s weekly digest of
legislative bills as annotations to the bills involved.

In three state legislatures, the fiscal note is published in the daily
calendar of the Senate or House to which the bill is reported by the
committee of reference, prior to third reading (Ala., Mass, and

?Mich.). In two states, the fiscal note may be included in the report
of the committee at the committee’s discretion in certain instances
(111., Wise., at the discretion of the Joint Finance Committee when
it reports amended bills). As a matter of requirement or of policy,
at least four states publish fiscal notes in their legislative journals
(Mass., Mich., N.D. and S.D.); in one of these four states the
Senate and House Clerks must read that note to their respective
houses prior to the vote upon final passage of the bill (N.D.);

I and in another of these four states, publication of the fiscal note
in the journal is necessary only for bills for which such a note
is required subsequent to introduction (S.D.). In two states, fiscal
notes are set out in separate memoranda issued by the Senate and
House Clerks (N.J.) or by the State Commissioner of Finance
and Administration (Tenn.).

Another four states do not provide for general distribution of
fiscal notes and cost estimates as they are completed, but do
authorize limited dissemination on formal or informal bases (Calif.,
N.Y., Ore. and Va.). In California, which has no formal publication
requirement, cost estimates prepared by the Legislative Analyst’s
Office are often released to the press by the chairman of the
committee considering the related bill, at the time of the public
hearing thereon. In New York, Senate rules require fiscal notes to
be kept on file in the offices of the Senate Finance Committee

they may be inspected by legislators, the press and “other
responsible persons having a legitimate interest therein.” In two
other states with informal fiscal note practices, such notes are
available automatically only to legislative leaders, the committees
on appropriations (ways and means) and certain other committees

and Pa.); one of these two states—Pennsylvania—provides
copies of fiscal notes aforesaid to any legislator on request.
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No less than four of the 25 states reported that they have
prepared official fiscal note manuals or other office manuals to
guide sponsors of bills, legislative staff personnel, legislative com-
mittees and executive branch employees on this score (Calif., R. 1.,
S.D. and Wise.). A fifth state, West Virginia, requires that such a
manual be prepared by the House Rules Committee, a task yet to
be undertaken.

tEffectiveness of Fiscal Note Procedures.
Legislative officials of 13 of the 25 states report satisfactory

experiences with their fiscal notes systems. (Calif., Colo., Kans.,
Me., Mich., Mo., N.Y., N.D., Ore., Pa., S.D., Wash, and Wise.).
Such officials of another six states indicated that their legislative
provisions re fiscal notes were adopted too recently to permit fair
evaluation at this time (Ga., 111., La., Mont., Neb. and R. 1.).
Authorities of two states pronounced their fiscal note procedures
only partially effective (Ala. and Tenn.), while such practices were
described as ineffective in two more jurisdictions (Conn, and
W.Va.).

In Massachusetts, which has two fiscal note requirements, there
are differing views as to the effectiveness of the optional cost
estimate procedure established in 1963. The mandatory procedure
established for certain bills in 1966 is considered too new to allow
evaluation of its results.

Finally, New Jersey officials withheld any comment concerning
the effectiveness of their fiscal notes procedure.

Chapter 111. Practices of Other Selected States.
This chapter examines in detail the fiscal note and cost estimate

procedures of 12 selected states elsewhere, including (a) six states
with mandatory fiscal note requirements (Ala., Colo., Ga., 111., Mo.,
and Wise.), (6) three states with optional fiscal note
(Conn., Kans. and R. 1.), (c) one state with cost estimating proce-
dures other than by means of fiscal notes (Calif.), and two states
which abandoned these procedures (Ind. and Aid.). These 12 states
are illustrative of varying state legislative approaches to and
experience with, fiscal note policies of one type or another,
reported by their respective legislative research agencies.

Use of Fiscal Note Manuals.
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I
Alabama

Fiscal Note Requirement. In 1965, following a study by the
Alabama Legislative Council, the Senate and blouse adopted
identical rules requiring their standing committees to attach fiscal
notes to bills in the third reading stage (S.R. 66; H.R. 58). The
relevant Senate rule stipulates that—

Every bill making an appropriation from the state treasury or increasing or
v .decreasing state revenue shall, before any vote is taken thereon by the Senate,
"niave endorsed thereon or attached thereto a reliable estimate of the amount of

money involved therein, and the anticipated increase or decrease in public
spending or the increase or decrease in revenue collections under the provisions of
the bill. The estimate (or fiscal note) shall be prepared by or under the
supervision of the standing committee to whom the bill is referred, and the
estimate (or fiscal note) endorsed on the bill or attached thereto shall be printed
on the calendar of bills on third reading immediately following the title of the
bill.

Experience With Procedure. In practice, each fiscal note is
prepared by the standing committee or its chairman, and the note
is then endorsed on the bill and entered after the bill title on the
calendar of bills on third reading. A random check of bills listed on
the House calendar for August 10, 1965 revealed a total of 67
fiscally annotated bills before that chamber. Of this number of bills,
38 bore after their titles on the calendar fiscal notes setting forth
specific dollar estimates of their cost or revenue impacts upon the
state treasury; 18 measures were indicated as having no effect upon
state expenditures or revenues; and the fiscal note attached to each
of 11 legislative proposals simply stated that “no estimate is
available”. In most cases, these 67 fiscal notes were extremely brief,
and did not estimate the cost or revenue impact of the bill beyond
the fiscal year for which the measure would be fully effective.
Evidently, the Alabama Legislature does not require fiscal notes on
hills affecting local government expenditures and revenues, unless
fthe state treasury is also affected.

Alabama authorities report that the Legislature’s fiscal note
procedure does not work as well as it might, due to frequent use by
committees of notes indicating only that revenue estimates or cost
estimates “are not available.” 1

Six Mandatory Fiscal Note States.

-gw 1 Charles M. Cooper, Director, Alabama Legislative Reference Service, May 5, 19G6
(response to questionnaire).
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Fiscal Note Requirement. Since 1963, Joint Rule 22 of the
Colorado Legislature has required a fiscal note on all bills and
resolutions “having an effect on the revenues, expenditures or fiscal
liability of the state”, except appropriation measures carrying
specific dollar amounts. The application of this rule to any measure
may be waived in part or in toto by the affirmative vote of a
majority of the members of either house; but this vote by one
house does not waive application of Joint Rule 22 in the other
chamber. 1

The responsibility for preparing fiscal notes estimating the
financial effect of proposed legislation is vested in the State
Controller, an official of the executive branch who is chosen on a
civil service basis. Joint Rule 22 places the initial responsibility for
requesting preparation of such notes on sponsors of bills, who must
make their requests of the State Controller prior to introducing
such bills into the Senate or House. If any standing committee of
original reference receives a newly-introduced bill which lacks such
a fiscal note and yet has financial implications for the state
revenues and expenditures, the committee chairman must forward
the measure to the State Controller for preparation of a fiscal note ;

and until such note is forthcoming, the bill may not be printed. If a
bill is amended substantially in committee so as to alter its fiscal
impact, a new fiscal note must be obtained by the committee from
the State Controller and incorporated in the committee’s report on
the bill; this requirement applies also to airy bill, altered in
committee, which had no fiscal implications as originally filed.

On objection by ten members of the House, or five members in
the Senate, no legislative proposal subject to Joint Rule 22 may be
approved on second reading or passed on final reading until a fiscal
note applicable thereto has been prepared and distributed to all
members of that house.

Upon receipt of a request for a fiscal note hereunder, the State
Controller must prepare the same in cooperation with the state
agency affected by the bill. Prior to the formal introduction of the
measure, the Controller may not reveal the name of its sponsor, the
subject matter of the bill, and “information relating thereto.” The
fiscal note provided by the Controller—

.
. . shall, where possible, cite effect in dollar amounts; and shall cite statutes

affected, estimated increases or decreases in revenues or expenditures, costs which

Colorado
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may be absorbed without additional funds, and, so far as possible, long-range
financial implications. No comment or opinion relative to merits of the bill shall
be included, but technical or mechanical defects may be noted .

. .
(Joint Rule 22,

par, f.).

The State Controller is allowed five days from the date of a fiscal
note request to prepare the note. If the sponsor of the relevant bill
objects to the contents of that note, he may have his brief
dissenting statement attached to the fiscal note accompanying his
bill. In the event that the State Controller fails to submit a fiscal
note within five days after the same was requested, that fact must

«?)e “printed at the end of the measure” and the committee of
reference may order the bill to printing.

At the present time, no forms or manuals are used in the
Colorado fiscal note procedure.

Experience With Procedure. Prior to 1965, the initial responsi-
bility for determining whether a bill had revenue or cost implica-
tions and whether it required a fiscal note prior to introduction was
vested in the Legislative Reference Office (the Colorado Legisla-
ture's bill-drafting service). If investigation disclosed that a fiscal
note was warranted it was then prepared by the State Budget
Director’s office. 1 Accordingly, the fiscal note procedure was revised
in 1965, to take its present less cumbersome form. The Colorado
Legislative Council staff director has reported that “a great major-
ity of the legislators” of his state find the fiscal note requirement
“helpful”. 2 However, he described that procedure as “a little too
informal”, with the consequence that some bills “get a good wr ay
into the legislative process before the note is put on.” 3

Georgia.

Fiscal Note Requirement re Public Employee Pension Bills. On
recommendation of its Senate Study Committee on Retirement
Systems and Emeritus Positions, the Georgia Legislature recently
enacted a statute, effective in January of 1967, requiring fiscal
fotes on any bill relative to “any retirement, pension or emeritus”
system of the state or its political subdivision (Laws of 1966, No.
579).

1 Alabama Legislative Reference Service, Fiscal Notes, Memorandum, November 6,
1963, 10 pp, mimeographed. At p. 9

t 2 Colorado Legislative Council, Fiscal Note Procedure in Colorado, Memorandum,
lay 6, 1966, 9 pp. mimeographed. At p. 3.

2 Ibid
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This statute limits the period during which such bills may be
introduced to the first ten days of each legislative session, and
authorizes the Senate President and House Speaker to determine
what measures are public employee retirement or pension bills
subject to its provisions. No later than one day following the day
on which such a bill is referred to a committee, the committee
chairman must request the State Auditor and State Budget Officer
jointly for a fiscal note containing (1) a cost estimate, (2) an
indication of the number of persons affected by the bill, and (3) an
opinion as to the actuarial effect of the measure. The two
executive officials must supply such a note within five days
following the request by the committee chairman; however, they
may be granted an additional five days’ time by the chairman if
difficulties are encountered in obtaining the desired data. State and
local government agencies must honor requests by the State
Auditor and State Budget Officer for information needed in pre-
paring these fiscal notes.

By law, no retirement or pension bill subject to this procedure £
may be reported by a legislative committee until at least two days -
after the receipt of the fiscal note by the committee chairman.

Other Developments. Efforts have been made in the Georgia
Legislature to establish a fiscal note procedure applicable to all bills
with cost implications. Thus, a fiscal note proposal won Senate
approval in 1966, and a favorable House committee report, but
died on the floor of the House without coming to a vote (Senate,
No. 83).

Illinois.
Like Georgia, the Illinois fiscal note procedure is of such recent

origin that an evaluation of its effectiveness is inappropriate. That
procedure, established by a 1965 law, applies to all legislative
proposals which directly or indirectly would increase or decrease
state revenues, or expend state funds (other than by making £-
direct appropriation). (111. Rev. Stats., c. 63, §§42.31-42.39). **

Like the Colorado fiscal note requirement, the Illinois statute
places the initial responsibility for obtaining a fiscal note on the
sponsor of the revenue or expenditure bill. That sponsor must
present a copy of his bill, together with his fiscal note request,
the state agency involved. If more than one state agency
concerned, the sponsor must address his request for a fiscal note to
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the agency most affected. The agency must furnish the sponsor of
this bill with such a note within five days following his request,
unless he agrees to an extension of time (which may not go beyond
July 15th in odd-numbered years). If no existing agency is
involved in the bill, the sponsor must prepare the fiscal note
himself. In any event, the note must be available before the bill
may take a second reading in the house of introduction. And until
the measure is introduced, its subject matter and related informa-
tion must be kept confidential by all state personnel involved in

■> *such preparation.
If subsequent committee action modifies a bill, a majority of the

committee members may order a fiscal note prepared to reflect such
changes. Similarly, by majority vote in either branch of the
Legislature, a fiscal note may be ordered on any measure (1) which
is introduced by a sponsor without a fiscal note when such would
appear to be required, or (2) which is so amended on the floor as to
alter substantially its impact on state revenues or costs.

The resultant fiscal note must contain a brief explanatory
statement, including a reliable estimate of the anticipated change
in state expenditures or revenues under the provisions of the
measure to which it relates. The Illinois statute stipulates that—

The note shall be factual in nature, as brief and concise as may be, and shall
provide a reliable estimate in dollars and, in addition, it shall include both the
immediate effect and, if determinable or reasonably foreseeable, the long range
effect of the measure. If, after careful investigation, it is determined that no dollar
estimate is possible, the note shall contain a statement to that effect, setting forth
the reasons why no dollar estimate can be given. A brief summary or work sheet
of computations used in arriving at fiscal note figures shall be included. (111. Rev.
Stats., c. 63, § 42.34).

No comment or opinion shall be included in the fiscal note with regard to the
merits of the measure for which the fiscal note is prepared; however, technical or
mechanical defects may be noted. The work sheet shall include, insofar as
practicable, a breakdown of the costs upon which any appropriation measure or

which is expected to cause an expenditure of State funds is based and the
expectable increase or decrease in State revenues, as the case may be, including
but not necessarily limited to costs of personnel, materials and supplies and
capital outlay. It shall also include such other information as is required by rules
and regulations which may be promulgated by the Department of Finance with
respect to the preparation of fiscal notes. The fiscal note shall be prepared in

Aquintuplicate, and the name of the State board, commission, department, agency,
or other entity preparing it shall appear at the end of the note and the original of
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both the work sheet and the fiscal note shall be signed by the head of the board,
commission, department, agency, or other entity or by a responsible representa-
tive designated by him for the purpose. (111. Rev. Stats., c. 63, § 42,35).

The State Department of Finance has not as yet adopted any
regulations to implement this statutory requirement, nor has it
prepared relevant fiscal note forms.

Fiscal Note Requirement. Since 1961 the Missouri
Assembly has provided for fiscal notes through its Joint Rule 21 as*
follows:

On introduction, with each bill requiring new or increased expenditures of state
funds, there shall be incorporated or attached an explanatory statement and an
estimate of the amount of state funds required to make its provisions effective.
This estimate shall be prepared by the director of the budget in cooperation with
the department, agency or governmental unit affected, and, in no case shall the
preparation of this fiscal note and estimate be deemed a function of the bill-
drafting service of the Committee on Legislative Research.

In practice, the Legislative Research Committee’s bill-drafting
staff, which prepares about 95% of all bills determines whether a
fiscal note is necessary on any such bill; otherwise, the responsi-
bility for requesting a fiscal note rests with the bill’s sponsor.

When it is determined that a fiscal note is needed, the original
copy of the bill is so stamped and inserted in a jacket which bears a
request number. The bill is then deposited in a folder with a fiscal
note record form which indicates (a) the request number, (b) the
date of the request, (c) the staff member assigned to draft the bill
and to obtain the fiscal information, (d) the subject of the bill, (e)
the agency or appropriation affected, (f) the date on which the bill
draft is completed, (g) the dates when the request for a note is sent
to the State Budget Director and returned by his office, (h) the
disposition of the fiscal note (acceptance, rejection, return for
revision, etc.), and (i) final disposition of the bill draft. gfc

A copy of the bill is forwarded to the State Budget Director*
together with a fiscal note request form showing the request
number, date, subject and affected agency and appropriation; a
space labelled “remarks”; and the name of the bill-drafting staff
member to whom the fiscal note should be returned. The
Director, on the basis of his own information and after consultation^

Missouri.
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I

1

with other affected agencies, prepares an estimate in such form as
he deems proper and returns it to the Legislative Research Com-
mittee bill-drafting office.

Since all requests received by the Committee for bill drafts are
considered confidential, the name of a bill’s sponsor is not revealed
to the State Budget Director. When the fiscal note is obtained from
him, the bill-drafting staff submits to the bill sponsor (a) a draft of
his bill and (6) a copy of the foregoing fiscal note. At this point he
may proceed with the filing of his bill, or let the idea drop. When
such a bill is introduced, it is ordered to be printed, and the fiscal
note is included at the end of the bill together with the name and
title of the official who prepared it.

Experience With Procedure. The Research Director of the Legis-
lative Research Committee reports wide legislator acceptance of
this fiscal note procedure because it alerts the individual legislator
and his colleagues to the cost implications of legislative proposals.
In a number of instances, legislators have elected not to introduce
bills after they discover the probable fiscal consequences. 1

Wisconsin.

Wisconsin first required fiscal notes on bills by a statute of 1955
(c, 610) which did not become fully operative in practice on that
score until 1957. In its original form, this fiscal note requirement
applied primarily to bills having an impact upon state appropria-
tions and fiscal liabilities. In 1961, it was broadened to include
those proposed measures involving an impact on state revenues (c.
441). Currently, Wisconsin has two fiscal note systems: (1) a
“general” system applicable to all bills with fiscal implications
except measures referred to the Joint Committee on Retirement
Systems or the Joint Committee on Tax Exemptions; and (2) a
“special” fiscal note system applicable to bills assigned to those two
committees.

General Fiscal Note System. By statute, any bill which makes a
“sum sufficient appropriation”, or which would increase or decrease
existing state appropriations, state fiscal liabilities or state revenues
must “incorporate as a note a reliable estimate” of the measure’s
fiscal impact. That note must be so “incorporated”: (a) before any

1 William R. Nelson, Director of Research, Missouri Legislative Research Commit-
tee, May 3, 1966. (Response to questionnaire.)
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vote is taken on the bill by either house of the Legislature if the bill
has not been referred to committee; or (b) before any public
hearing is held on the measure by the committee of reference; or, if
no such hearing is held, (c) before the committee votes upon the
bill. The statute stipulates that the fiscal note must be prepared by
the agency whose appropriations or revenue-collecting activities
would be affected by the proposed legislation. The law also requires
that when a fiscal note is prepared subsequent to the introduction
of a bill, “it shall be printed and distributed as are amendments.’'
(Wise. Stats., §§20.003 and 20.004). £

These requirements are elaborated further in Joint Rule 24 of
the Wisconsin Legislature, which is quoted in full in Appendix A of
this report.

Under that rule, the initial responsibility for determining
whether a fiscal note is needed is vested in the Legislative Refer-
ence Bureau which serves as the Legislature’s bill-drafting agency.
After a measure has been drafted by the Bureau and approved by
the sponsoring legislator, and before it is jacketed, the Bureau must
inform the legislator wdrether a fiscal note is required. Or, at the
outset, the legislator himself may ask the Bureau for such a note on
his bill. In either instance, the Bureau must stamp the jacket of the
bill with the letters “FN” indicating the need for a fiscal note, and
forward the measure to the Department of Administration in the
executive branch for routing to the agency whose expenditures or
revenue collections would be affected. Within five -working days,
that latter agency must compile and return a fiscal note to the
Department; but an additional ten days’ time may be allowed to
the agency by the Department if needed. Upon receiving the fiscal
note, the Department of Administration must return the bill and
its related note to the Legislative Reference Bureau.

Joint Rule 24 requires that—
The note shall be prepared in quadruplicate, shall be factual in nature, as

concise as may be, and shall if possible provide a reliable estimate in dollars. If,
after careful investigation, the state agency concludes that no dollar estimate can
be provided, the note shall contain a statement to that effect setting forth
precisely why such dollar estimates cannot be given ...

In its Fiscal Note Manual, the Wisconsin Legislative Reference
Bureau has provided that the above fiscal note may include a
statement of the long-term fiscal implications of the bill (usually
for a four-year period). The state agency may also, in an accom-
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panying memorandum, point out technical defects of the bill to
which the fiscal note applies. No comment as to the policy merits of
the measure may be included in the fiscal note. Both the Fiscal
Note Manual and Joint Rule 24 require confidential treatment of
the bill, its fiscal note and working papers connected with the note,
until the bill has been introduced.

If the fiscal note is obtained prior to introduction of the bill, a
copy must be provided to the legislator who wishes to introduce the
bill. When he so introduces his bill, the Legislative Reference

| Bureau must attach a copy of the note to the bill being sent to the
printer, to be printed as an annotation to that bill.

If any measure which requires a fiscal note is introduced without
prior reference to the Legislative Reference Bureau, the Chief
Clerk of the house of origin must stamp the bill jacket with the
letters “FN” and forward it to the Department of Administration
for processing in the same manner as described above. When the
required fiscal note is received by him, the Chief Clerk must then
cause it to be printed in the same manner as are bill amend-
ments.

In Wisconsin, fiscal notes must be obtained only for original
measures. However, in its discretion, the Joint Committee on
Finance may require preparation of a new fiscal note for any
substitute bill or amendment; and this information is then printed
in the legislative journal with that committee’s report. Also, the
presiding officer of either house may request a fiscal note for any
measure which lacks the same if he feels that such a note should
have been obtained previously.

To guide officials responsible for obtaining and preparing fiscal
notes, the Wisconsin Legislative Reference Bureau has compiled
the brief Fiscal Note Manual, excerpts from which are reproduced
in Appendix A of this report. That manual covers such aspects as
(a) statutory provisions relative to fiscal notes, (b) the require-

* ments of Joint Rule 24, (c) procedures to be followed in compiling
* these notes,(d) information to be included, (e) precautions to be

observed, and (f) the use of required work sheets and forms.
Special Fiscal Note System. The Joint Committee on Retirement

Systems and the Joint Committee on Tax Exemptions follow less
formal procedures with respect to bills referred to them for study.

W Estimates of the fiscal impact of such bills upon the state and its
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subdivisions are published in “appendices” to those bills. Those
appendices discuss not only purely fiscal aspects, but also technical
weaknesses in the bills and the merits of the policies involved in the
proposed legislation.

Experience With Procedures. Generally satisfactory experience
with these fiscal note procedures has been reported by the
Wisconsin Legislative Reference Bureau in a letter quoted below,
in part:

It has been alleged that the requirement for fiscal notes might delay the
consideration of legislation. Our experience seems to indicate that the delay, if
any, in the consideration of bills which might result from the requirement of fiscal
notes, is minimal. On the one hand, we do not insist in Wisconsin that a fiscal note
be attached to a proposal upon introduction—it can be procured and attached to
the proposal at any time after the measure has been introduced—and on the other
hand, it seems to be the conviction of the members of our Legislature that one
cannot really consider a proposal until all the facts are available, and for
legislation with fiscal implications a part of the necessary facts is obtained by our
Legislature in the form of fiscal notes. Thus, once the fiscal note is obtained, the
members of the Wisconsin Legislature can make up their minds on the basis of
the informed estimate presented in the note and do not have to spend their time
in interminable debates of possible fiscal effects based on somebody’s hearsay
opinions.

Thus, do the requirements for the preparation of fiscal notes add “to the
interminable interruptions” which already burden our much harassed administra-
tors? We think not. There is no denying that the preparation of fiscal notes takes
time, but we have found that this is time which the heads of the various agencies
would have spent anyway, and on the same task. Most administrators keep a very
close watch on “what the Legislature is up to” and how it will affect the
individual department.

The fiscal note procedure seems to have been well received by the members of
the Wisconsin Legislature. At least, we are not aware of any proposal to abolish it.
There was a proposal in 1963 (concurred in by both houses) to excuse from the
fiscal note requirement bills for which the fiscal effect is “obvious”. But, this
proposal was vetoed by the Governor on the grounds that what seems “obvious”
to one man is not necessarily obvious to another.

On balance, Wisconsin’s experience with the fiscal note procedure seems to
indicate that the members of our Legislature deem the time and effort spent by
administrative officers in the preparation of fiscal notes as time well spent.
Frequently, the member sponsoring a proposal is not the real “author” in the
sense that he thought it up himself. Rather, the proposal came to the member
from somebody else, and not until he received the fiscal note was the member
himself aware of the fiscal effect of his proposal. Once he finds out what the fiscal
effects are, he might not want to sponsor the proposal or he might not want to
sponsor it in its current form.
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Our experience has not shown that Wisconsin state expenditures have gone
down—they have gone up in our state as they do in other states, with or without
fiscal notes—but we like to think that the existence of fiscal notes enables the
Legislature of Wisconsin to make better decisions as to where and how money is
to be raised or spent and how much money is involved.

We might add that the administrators of Wisconsin state departments have
been very cooperative in restricting the fiscal notes to the best facts available and
in refraining from loading fiscal notes to influence the decision of the Legislature
in favor of, or against, a particular proposal. In Wisconsin, administrators and
private citizens have a chance to express their views in favor of, or against,

j » pending proposals in public hearings; the fiscal note is not the place to do that.
-

* On the whole, our administrators seem keenly aware that the formulation of state
policy is the function of the Legislature and that it is the administrator’s function
to carry out the policies established by the Legislature to the best of his ability. If
the fiscal notes were accurate when a proposal was before the Legislature, then
the administrator’s job will be that much easier once the proposal is enacted . ..

Thus far 1,667 bills have been introduced in the 1965 session, which recessed on
November 4, 1965 until May 2, 1966. Since no tally of the number of bills that
receive a fiscal note is maintained by us or the Department of Administration, we
cannot provide an accurate figure. However, at the close of the November session
the Department of Administration estimated that about 900 fiscal notes had been
prepared. This figure includes bills drafted which required a fiscal note, but not
all bills are introduced. 1

Three Optional Fiscal Note States.
Connecticut.

Fiscal Note Requirement. By a 1963 law, Connecticut legislative
leaders, committee chairmen, and ranking minority party members
of committees may request the State Commissioner of Finance and
Control to submit within seven days a report on the “fiscal effect”
of any bill other than (1) appropriation and revenue bills recom-
mended by the Governor’s budget or (2) supplementary appropria-
tion bills. The pertinent section of that statute are as follows:

(a) The speaker of the house, the president pro tempore of the senate, the
minority leader of the house or senate or the house or senate chairman or ranking
minority member of any committee may request the commissioner of finance and

■4 control to review any bill to provide the general assembly with information as to
its fiscal effect. The commissioners after consultation with any state agency
affected by such bill or having special knowledge or information as to its fiscal
effect, shall report his estimate of the change in revenue, the amount required to
provide for increased liability or the amount of decrease of liability, as the case
may be. Such report shall be made to the general assembly within seven days

A after the request for review is received.
1 H. Rupert Theobald, Chief of the Wisconsin Legislative Reference Bureau, May 2,

1966 (Response to questionnaire).
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(b ) This act shall not apply to (1) any appropriation or revenue bill included
in the budget document as provided by section 4-74 of the general statutes, or (2)
any bill making supplemental appropriations as provided by section 4-82 of the
general statutes. (Gen. Stats. § 2-27a; Pub. Act 561 of 1963; Pub. Act 166 of
1965).

The Interim Rules Committee of the General Assembly is
currently devising a form to be used by the foregoing legislators in
requesting fiscal notes on bills; it is expected that such forms will
become available in the 1967 legislative session.

Experience With Procedure. Connecticut authorities have re-
ported that the above permissive fiscal note procedure has not been
used, for all practical purposes. 1 Hence, it appears quite ineffec-
tive.

Fiscal Note Requirement. In 1966, the Louisiana Legislature
provided for an optional fiscal note system by statutory enactment.
(Act No. 407; La. Rev. Stats, of 1950, Title 24, C. L, § 7
amended).

This act permits any Louisiana state legislator, in his discretion,
to submit a written request for information as to the “fiscal
impact” of any bill introduced into the Legislature to the chief
administrative officer of any legislative, executive or judicial
agency of the state. By statutory implication, this would be the
agency most directly affected by the proposed legislation. Each
fiscal note request must cite the specific bill number, contain a brief
digest of the provisions of the proposed legislation, and enumerate
specific questions to be answered. Within 15 days following his
receipt of such a request, the agency head must submit a fiscal note
in such detail and with such scope of coverage as his available time
and staff permit. The Louisiana law does not specify the contents
of a fiscal note, nor require confidential treatment of the request, or
regulate the form of the fiscal note report. It does state that the
fact that a fiscal note request is in process of preparation shall not
be construed to “impede the progress of any measure before either
house of the Legislature unless the author thereof or the committee
to which the measure is assigned agrees to suspend action until said
request is received.”

Louisiana.

1 Donald H. Potter, Research Director, Connecticut Legislative Council, May 10,
>66. (Response to questionnaire).
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A copy of each fiscal note request must be filed by the requestor
with the Legislative Council. Likewise, the responding agency must
so file its response. The Legislative Council must then include the
information contained in the fiscal note in the Digest of Bills and
Joint Resolutions published weekly by the Council.

No forms have been developed as yet for the administration of
this fiscal note procedure.

Experience With Procedure. The Louisiana fiscal note procedure
is still too new for fair evaluation, according to authorities of that

< | state who are as yet uncertain as to how it will work in practice. 1

Rhode Island.
Fiscal Note Requirement. By authority of a 1965 statute (c.

204) which became effective on July Ist of that year, the chairman
of any committee of the Rhode Island Legislature may request that
the State Budget Officer prepare a fiscal note relative to any bill or
resolution before that committee “having an effect upon the
revenues, expenditures, or fiscal liability of the state, excepting
appropriation measures carrying specific dollar amounts.” That
request may be in “such form and substance” as the chairman
determines. The fiscal note must be prepared by the State Budget
Officer, with the help of the affected state agencies, and returned to
the committee chairman “within five legislative days of when the
request was made.”

This fiscal note must be accompanied by “a brief explanatory
statement or note which sets forth the estimated dollar effect” of
the bill or resolution, if possible, both for (a) the current fiscal year
and (b) the next succeeding two fiscal years. The note may not
comment upon the merits of the bill or resolution, but may point
out “technical or mechanical defects.”

The fiscal note, when received by the committee chairman, is
then reviewed by the Fiscal Assistant to the House Finance

i Committee who must “note his approval as to the accuracy and
reliability of the dollar estimates or append his comments or
exception thereon.” The note, as so processed, must then be
inserted at end of the bill or resolution prior to consideration of
that measure by its house of origin.

i 1 DeVan D. Daggett, Executive Director, Louisiana Legislative Council, July 19
1966. (Response to questionnaire).
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Experience With Procedure. The recently-adopted Rhode Island
fiscal note procedure has encountered some political and technical
difficulties, as indicated in the following commentary by the
Deputy Fiscal Assistant to the House Finance Committee:

In answer to your specific questions: (1) yes, Rhode Island does have a fiscal
note law, enacted in 1965 and effective for the recently concluded 1966 session;
(2) whether the requirement has really worked depends on “whose ox has been
gored.” It is really too early to judge its real effectiveness, but certainly one
session’s use brought home to legislators viz. finance committee members the cost
of bills which previously were estimated to cost “only a little.”

Two examples of the latter which are fresh in mind: (a) one bill which “only”
raised the grant to libraries from .25 to .50 per capita would cost more than
$200,000 annually, and (6) to exempt flowers for wakes, funerals, etc. from the
sales tax was estimated as a $115,000. revenue loss annually! Price tag proponents
thought information like this was excellent.

Conversely, legislators who saw pet bills go down to defeat because of a cost
factor which heretofore had been minimized were bothered. Actually, the law was
amended before the session was half over, on grounds that it gave indirectly to
committee chairmen great power over the fate of bills, in that bills could not be
reported without the note which only a chairman had power to request. The bill
was enacted, vetoed by the Governor, overridden by the House, and neither
vetoed nor sustained in the Senate because veto proponents lacked the votes
(which, in effect, kills the amendments). 1

The amendment vetoed by the Governor would have eliminated
the present requirement that fiscal notes be inserted at the end of
their relevant bills, and would have authorized such notes only
where requested by the committee of reference. The Governor
argued that these changes would enable partisan majorities on
committees to conceal fiscal notes from the minority party com-
mitteemen and from the public.

The California Legislature does not have a fiscal note procedure,
in the ordinary sense of that term. However, there does exist a
highly-developed cost estimating procedure for providing estimates
of immediate and projected costs of legislative proposals to the
Joint Legislative Budget Committee, the Senate Finance Com-
mittee, the Assembly Ways and Means Committee and certain
other legislative committees.

California Cost Estimating Procedure.

1 William J. DeNuccio, Deputy Fiscal Assistant, Rhode Island House Finance
May 23, 1966. (Response to questionnaire).
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These estimates are prepared by the Legislative Analyst and his
subordinate staff of 31 administrative analysts and 12 clerical
employees, all of whom are hired by the 14-member Joint Legis-
lative Budget Committee. The estimates are not furnished auto-
matically to all legislators or to the general public by bill or
calendar annotations, but may be announced by committee
chairmen during hearings on the bills involved.

The principal features of the California legislative cost esti-
mating procedure, and the evidently satisfactory experience with it,
are described below in excerpts taken from a report by the
Legislative Analyst:

. . . The desirability and necessity of providing the Legislature with adequate
staff services for fiscal review was one of the principal reasons for the creation of
the Joint Legislative Budget Committee and the Office of Legislative Analyst in
1941, and many of the procedures which have been developed . . . have been
designed to provide a practical approach to the problem of price tagging proposed
legislation.

The system in effect in California places emphasis on referring all appropria-
tion bills and cost bills (whether or not there is an appropriation) to the chief
fiscal committees of the Legislature,
committees with meaningful and timely
at the committee stage.

and providing the members of these
analyses of the cost implications of bills

The Joint Rules of the Senate and A,
the Legislative Analyst is the duty:

iembly provide that among the duties of

“(2) To assist the Senate Finance Committee and the Assembly Ways and
Means Committee in consideration of the budget and all bills carrying express or
implied appropriations and all legislation affecting state departments and their
efficiency; to appear before any other legislative committees upon instruction by
the Legislative Budget Committee.” (Rule 37)

At one time the Office of Legislative Analyst, at the direction of the Joint
Legislative Budget Committee, prepared a separate printed publication which
contained an estimate of cost of all appropriation and cost bills introduced up to
the time of the constitutional recess for the then bifurcated session. This report,
prepared for the 1951 session of the Legislature, contained cost estimates for

considered to have either direct or implied costimatelv 1100
factors. Although the publication served a useful purpose it involved several
practical problems which limited its usefulness. One of these problems was the
fact that, as introduced, many of the bills were in skeleton form and would be
drastically amended at various committee stages which would, of course, affect the
cost estimates. Other bills contained blank appropriations, making a cost estimate
impossible. It was largely for these reasons that we gave up the system of trying
to prepare and print a cost estimate on all bills at the time of introduction (or at
the constitutional recess) and have instead placed emphasis on our present system
of providing timely estimates to the committees before which these bills will be
heard
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In the Assembly, Assembly Rule No. 67 provides as follows;
“67. The Committee on Ways and Means shall consider all bills to appropriate

money, other than the contingent expenses of the Assembly. Any bill which would
require the expenditure of additional state moneys in any manner, including any
bill which creates any additional state agency or office, or adds any functions,
duties, or responsibilities to an existing agency or office, shall be referred to the
Ways and Means Committeebefore being placed on third reading.”

The Legislative Counsel . . . makes a determination in each case whether a bill
falls within the meaning of the rule and is one which should be referred to the . . .

(Assembly) . . . Ways and Means Committee in addition to action by any other
standing committee. Our office has standing instructions from both the . . .

(Assembly) . . . Ways and Means Committee and the Senate Finance Committee
to supply the members of these committees with a cost analysis of all bills which
are referred to them.

In the Senate there is no rule which requires this automatic referral from the
policy committee to the finance committee based upon a determination by the
Legislative Counsel. However, as a matter of policy, these referrals are frequent
and cover most bills which might have cost implications . . . These procedures
result in bringing to the attention of the appropriate committees the bills that
would have cost implications and provide the committee with an estimate of
probable cost. This system does not provide a cost statement with respect to all
bills, which would be a rather impractical workload in California, and it does not
provide a cost analysis printed on the bill similar to the Legislative Counsel’s
initial summary. However, it has the advantage of reducing the cost analyses to a
manageable numberand making them more timely.

We now have instructions and working arrangements to provide, bill analyses
including cost estimates in sufficient copies for all of the members of the
committee at the time of the hearings on bills by the . . . (Assembly) . . . Ways
and Means Committee and the Senate Finance Committee. .

. . Within recent
years our office has also supplied cost analyses for all bills referred to the Senate
GovernmentalEfficiency and Social Welfare Committees. .. I

The preparation of cost estimates by the staff of the Legislative
Analyst, is regulated by an office manual which requires (1)
identification of the bill and its latest amendment, (2) a statement
of the estimate by the agency affected by the bill, (3) the estimate
of immediate and projected costs by the Legislative Analyst’s
Office, (4) a discussion of factors influencing these costs, (5) a
statement of state appropriations and funds affected, (6) a review
of possible offsetting savings, (7) indication of any technical
defects in the bill, and (8) recommendations. If no dollar estimate
is possible, notation to that effect must be made and reasons
given.

1 California Legislative Analyst’s Office, Price Tagging of Legislation in California,
November 27, 1964, 6 pp. typed.
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Two Former Fiscal Note States.

As previously reported, three state legislatures adopted—and
then abandoned—fiscal note procedures which, in all three in-
stances, were of the “mandatory” variety (Ind., Md. and Okla.).
The following text briefly describes the negative developments in
two of the states (Ind. and Md.).

In 1963, the Indiana Legislature experimented with a fiscal note
procedure, only to abandon it. The Indiana Legislative Bureau
reported the reasons for this development as follows:

We started out to use this . . . (fiscal note) . . . procedure during the 1963
session. . . . The session was hardly under way before the system was ‘ditched’ as
unrealistic.

On paper and as an abstract proposition the idea seemed to have sufficient
possible merit that warranted a try, but figures and amounts submitted by
‘experts’ were erroneous, misleading and late in presentation, if ever, in com-
pliance with the legislative request.. }

,

Adoption of a fiscal note procedure, based on a joint rules, had
been advocated earlier by the Indiana Legislative Processes Study
Committee. 2

After a brief experience with a fiscal note procedure between
1963 and 1965, Maryland discontinued such procedures because of
delays and other difficulties arising therefrom.

Under the terms of a 1963 statute (c. 490) the Fiscal Research
Bureau of the Legislature was required to append fiscal notes to
“money” bills prior to their introduction. When this requirement
led to delays in bill introduction, the time of fiscal note submittal
was changed to “after the first reading” of such bills. A further
change applied the requirement to measures estimated to cost in
excess of $50,000 annually (Acts of 1964, c. 1). These changes
proved to be ineffectual as the Department of Legislative Refer-
ence notes below:

Indiana.

Maryland.

1 Samuel T. Lesh, Director, Indiana Legislative Bureau, May 2, 1966. (Response tc
que

2Indiana Legislative Processes Study Committee, Report, 1963, 10 pp. At pp. 5, 9-
10.
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Subsequently we completely repealed the whole thing. Everyone agreed it was a
fine idea, but it simply did not work in practice. For one thing, in the original
form of the bill, the fiscal note had to be added at the time of introduction. This
meant that after the bill was completely prepared and ready for introduction, the
sponsor had to wait an undetermined number of days to get his fiscal note. Bill
sponsors did not like this process, and it simply broke down during the latter part
of the session when great numbers of bills were being introduced every day.

If the bill then died in committee, the fiscal note was “wasted,” although I
appreciate that the committee would have had the benefit from it.

More seriously, if the bill was amended, the original fiscal note could become
meaningless.

Putting all this together, plus the time and energy required for the fiscal notes,
everyone here became discouraged. The result, as I have said, was that we
repealed it as a fine but unworkable idea. 1

Chapter IV. Present Massachusetts Fiscal Estimate Procedures.

The Massachusetts General Court currently utilizes both
optional and mandatory procedures in respect to cost estimates or
fiscal notes for legislative proposals with a fiscal impact. The
former optional cost estimate procedure, established by statute in
1963 (c. 161), authorizes either the Senate or House Committee on
Ways and Means to require such estimates from the Commissioner
of Administration and affected agencies. The latter mandatory
fiscal note requirement, effective in the House of Representatives
alone, requires the House Ways and Means Committee and House
Committee on Counties to supply fiscal notes when they report
bills “involving a capital expenditure for new projects, or an
appropriation for repairs.” This requirement was established in
1966 through an amendment to House Rule 44.

The foregoing Massachusetts procedures reflect at least 26 pro-
posals submitted to the General Court since November 1, 1961,
when the “pricing” of legislation was proposed in a memorandum
to the Joint Committees on Ways and Means by the Massachusetts

General Legislative Background.

1 Carl N. Everstine, Director, Maryland Department of Legislative Reference, May
1966. (Response to questionnaire.)
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Federation of Taxpayers Associations. 1 Of these 26 “price-tagging”
proposals, three sought establishment of an optional cost esti-
mating system, 22 were proposals for a mandatory fiscal note
requirement, and one was generalized recommendation in the
inaugural address of His Excellency, Governor John A. Volpe to
the 1965 General Court. In discussing the problem of “fiscal
responsibility,” the Governor declared that—

An additional necessary step is the enactment of “price tag” legislation to
enable the legislature and the public to comprehend the immediate and long-range
fiscal impact of any new programs that may be considered.2

In respect to frequency, between two and six cost estimating
proposals have been presented to the General Court each year,
subsequent to the original Taxpayer memorandum of 1961. Thus,
there were five proposals in 1962, three in 1963, two in 1964, six in
1965, and five in 1966. And a preliminary examination of the
Senate and House Clerks’ dockets as typed through January 5,
1967 revealed at least four fiscal note bills awaiting action on the
agenda of the current 1967 Legislature (Senate, No. 790 and
House, Nos. 480, 1026, and 3243).

However, frequent efforts to legislate a mandatory fiscal note
procedure have been unsuccessful. Thus in 1962, the House of
Representatives rejected a mandatory fiscal note measure which
had won endorsement of the House Committee on Ways and
Means (House, No. 2393). A similar measure, reported favorably
by the Joint Committee on Ways and Means in 1964, was referred
instead to the Senate Ways and Means Committee for study during
the legislative interim (House, No. 676). Similarly, three such
proposals urged by the Joint Committee on Ways and Means in
1965 were committed instead to the House Committee on Ways
and Means for a recess study (House, Nos. 676, 2629 and 2768); a
fourth fiscal note bill of 1965, reported favorably by the Rules
Committees, died in the House Ways and Means Committee due to
the automatic prorogation of the year-long 1965 legislative session
(House, No. 2404).

1 Massachusetts Federation of Taxpayers Associations, Inc. Proposed Joint Rule to
Provide Cost Estimates on Bills, Memorandum to the Joint Committee on Ways and
Means, Boston, Mass., November 1, 1961, 9 pp. mimeographed.

2 Inaugural Address of His Excellency John A. Volpe, Delivered Before the
General Court of Massachusetts on January 7, 1965. Senate, No. 1 of 1965, 22 pp,
at p. 6.
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Optional Procedure Under General Laws.

Three identical bills introduced in 1962 and 1963 proposed that
either the Senate Ways and Means Committee or the House Ways
and Means Committee be empowered to request cost estimates
relative to any bill from the State Budget Commissioner 1 and from
the head of any agency receiving “a periodic appropriation” from
the Commonwealth. Two of these bills were proposed by Senator
William D. Fleming of Worcester, Chairman of the Senate Ways
and Means Committee (Senate, Nos. 69 of 1962 and 98 of 1963).
The third was introduced by the Chairman of the House Com-
mittee on Ways and Means, Representative John F. Toomey of
Cambridge (House, No. 505 of 1962). The latter Toomey Bill of
1962 was reported favorably by the Joint Committee on Ways and
Means, but was rejected by the House of Representatives. How-
ever, the Fleming Bill of 1963 (Senate, No. 98), also endorsed by
that committee and by the Taxpayer Federation, was enacted by
the General Court after having been amended in the Senate (Acts
of 1963, c. 161).

In testimony before the Joint Ways and Means Committee in
1963, advocates of Senate, No. 98 had urged its passage as a step
toward halting the “blind enactment of spending programs without
knowledge of their future costs to the taxpayers.” 2 One proponent
noted that in the state budget for the fiscal year 1963 there were
appropriations totaling $55 million for 90 programs which did not
exist in 1946, and that expenditures for some of these programs had
increased 1,000% or more, “a fact certainly not anticipated by the
legislators who voted for them.” 3

The optional cost estimate provision added to the General Laws
in consequence of the foregoing legislative developments of 1962-
1963 stipulates that—

Origin oj Optional Cost Estimate Procedure.

Optional Cost Estimate Provision.

1 The title of this officer was changed to Director of the Budget Bureau by the
statute creating the Executive Office for Administration and Finance (Acts of 1962, c.
757).

2 Remarks of Thomas H. Driscoll, legislative agent of the Massachusetts Federation
f Taxpayers Associations, Inc., January 23, 1963.

3 Ibid.
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Any officer having charge of any office, department or undertaking which
receives a periodic appropriation from the commonwealth, shall, upon request of
the house or the senate committee on ways and means, furnish in writing to such
committee, and to the commissioner of administration, his estimate of the cost of
proposed legislation affecting activities which are or would be under his
supervision. The said commissioner shall also, upon request of either of said
committees, furnish to it, in writing, his estimate of the cost of such proposed
legislation. (G. L. c. 29, § 3A: Acts of 1963, o. 161).

In large degree, this statute formalized the hitherto longstanding
informal practice of the Committee on Ways and Means in
requesting estimates relative to the expenditure and revenue
impact of important proposed legislation from the Budget Commis-
sioner, affected state agencies and others. Thus, since 1963, the
cooperation of those officials has been a statutory obligation, rather
than a matter of discretion and diplomacy alone. As in the instance
of procedures in effect in California, the above Massachusetts law
does not require cost estimates so obtained by the Committees on
Ways and Means to be made public by means of fiscal notes or
otherwise.

The Massachusetts optional cost estimate law is sufficiently
broad in its scope to permit the Ways and Means Committees to
require estimates as to the impact of proposed legislation on local
government costs from the agencies through which the state
oversees local government taxation, expenditures and activities. 1

While other committees of the General Court do not have the
same statutory right to require estimates from state agencies, these
committees reportedly do make intermittent requests for such
estimates relative to the fiscal impact of bills under consideration
by them. It is unlikely that such a request would be refused by any
agency desirous maintaining good relations with the Legislature.
For the most part, however, other standing committees are content
to leave the “pricing” of legislation to the Committees on Ways
and Means.

The two Committees on Ways and Means, acting individually or
together (as the Joint Committees on Ways and Means), follow
rather simple procedures in exercising their statutory power to

Operation oj the Optional Cost Estimate Procedure.

1 Notably, the State Departments of: (1) Corporations and Taxation, (2) Education,
(3) Public Welfare, (4) Public Health, (5) Civil Service and Registration, (6)
Commerce and Development, (7) Natural Resources, (8) Public Works, (9) Public
Safety, (10) The Attorney-General, and (11) the State Secretary.
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require cost estimates from state agencies. No manuals or stan-
dardized fiscal note forms or work sheets have been prescribed for
use by the staffs of these committees or by state agencies in that
connection; and no formal rules or regulations have been adopted
by the Legislature or the two committees in implementation of this
optional cost estimate procedure.

Neither committee normally applies this cost estimating proce-
dure to proposals embodied within the Governor’s budget message
and capital outlay message, inasmuch as detailed information is
supplied to the Ways and Means Committees in connection there-
with.

Practices of House Committee on Ways and Means.—When a
legislative proposal other than a budget or capital outlay message
of the Governor is referred to the House Committee on Ways and
Means, a request for a cost estimate is initiated automatically by
the Committee’s Secretary and Legal Counsel on the following
form letter:

Date
To:

From : D. Joseph Burke, Secretary and Counsel
House Ways and Means Committee, Room 247, State Hou:

The Ways and Means Committee has before it for consideration the following
legislation:

The Committee, requests, as provided in Chapter 161 of the Acts of 1963, your
estimate of cost of this proposed legislation and your recommendation whether
this legislation should or should not be adopted. It should be noted that Chapter
161 requires that you should forward a copy of your reply to the Commissioner of
Administration.

Would you kindly reply immediately, enclosing a copy for the Senate Ways and
Means Committee.

In general, according to the Staff Budget Director of the Com-
mittee, state agencies cooperate fully in supplying the information
requested by these letters. Reportedly, most of them provide “good
estimates” while a minority give incomplete or unsatisfactory
responses. If necessary, the Committee staff follows up its written
requests with telephoned inquiries. A typical state agency reply to
a cost estimate request initiated by the Committee is the following
letter from the Commissioner of Education concerning a legislative
proposal of 1964:

NOTICI
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Department op I-'duca
30 Newbury Street, Boston

March 13, 1964.

Mr. D. Joseph Burke, Secretary and Cc
House Ways and Means Committee,
Room 245, State House,

.rise

Boston, Massachusetts 02133

iEe: House No. 26—An Act Further Regulating The Awarding Of School Bus
Contracts Providing For An Alternative Method Of Reimbursement.

Dear Mr. Burke:

Under the present law, namely, Chapter 71, section 7A reimbursement is made
to cities and towns for the expenses of school transportation which are approved
by the Commissioner of Education for the transportation of pupils once daily to
and from any school within the town or in another town in excess of five dollars
per annum per pupil in the net average membership of such town. Many cities in
the State spend money for transportation but receive no reimbursement because
what they spend is not in excess of five dollars per annum per pupil in the net
average membership. For example, Worcester spent $207,059.95 for the school
year 1961-1962 but received no reimbursement because it spent just under the five
dollar figure. Other communities receive some reimbursement but less than fifty
per cent. This bill would allow the communities which now receive over fifty per
cent to use the five dollar per pupil formula and thus these communities would
not have anything taken away from them. Communities which now receive
nothing and those which receive under fifty per cent could use the fifty per cent
formula.

Chapter 71, section 7A also provides in part for the awarding of bus contracts
on the basis of sealed bids. Many of the larger communities find it impracticable
to get sealed bids and instead provide bus tickets for youngsters to ride on public
utility carriers. This bill specifically sanctions this practice. It is estimated from
the figures for the school year 1961-1962, this bill would add $689,268.24 to what
the Commonwealth now reimburses. The Commonwealth, in the year 1961-1962
out of a total expenditure for public and private transportation of $11,615,781.83
reimbursed $7,829,895.31 or 67.4%.

This is the Department’s bill and we recommend strongly its enactment into
law.

Yours very sincerely

s/ OWEN B. KIERNAN,
Commissioner of Education
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Estimates submitted by the state agencies are examined by the
staff of the House Ways and Means Committee, which consists of
five professional employees and four clerical personnel. The former
professional group includes (a) a Staff Budget Director who is an
accountant, and (6) a Secretary and Legal Counsel. The estimates
are investigated and evaluated by the Committee staff, and are
then discussed with the Committee when it meets in executive
session to consider the relevant bills.

Different approaches govern the publication of cost estimates.
Those subject to House Rule 44 are prepared by the staff of the
Committee on Ways and Means, are reviewed and approved by the
Committee (with or without changes), and are incorporated in the
Committee report. Otherwise, estimates submitted by agencies or
developed by the Committee with the help of its staff are made
public only at the discretion of the Committee or its Chairman.

Practices of Senate Committee on Ways and Means.—This
committee follows practices essentially identical to those of its
counterpart House Ways and Means Committee. The Senate
Committee on Ways and Means has a smaller staff, consisting of
two professional and two clerical employees.

When a bill is referred to the Senate Committee on Ways and
Means, the Committee’s Research Director automatically initiates
a cost estimate request to the affected state agency by means of a
form letter similar to that utilized by the House Ways and Means
Committee. If the legislative proposal involves revolving state
funds, that letter is sent both to the agency which would receive
the appropriation and to the State Comptroller. Occasionally, the
Research Director also addresses inquiries to the State Budget
Director as well, but this is not a uniform practice.

The Committee Research Director reports that all these cost
estimate requests are answered by the agencies to which they are
directed, though with varying degrees of objectivity and thorough-
ness. Many estimates have been “very difficult to tie down”,
according to the Committee staff. In most cases, these estimates are
accepted by the Committee because it lacks a staff large enough to
perform an independent analysis (such as occurs in California). As
a result, many bills with hidden cost implications advance far
through the legislative process before they are detected, if at all.
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The Senate has no rule comparable to House Rule 44 requiring
fiscal notes for certain bills reported by the House Ways and Means
Committee. Accordingly, estimates obtained or calculated by the
Senate Committee on Ways and Means are discussed in executive
session, but are not, as a rule, made public. However, the Com-
mittee Chairman does reveal such estimates during debates on the
Senate floor if by so doing he can discourage an effort to overturn
an adverse report of his committee or promote Senate acceptance
of a positive recommendation by his committee.

Practices oj the Joint Committee on Ways and Means.—This
committee consists of the members of the Senate and House
Committees on Ways and Means sitting together as a single joint
committee, on which each member has one vote. Such staff
assistance as it requires is provided by the staffs of the component
committees. On behalf of the Joint Committee on Ways and
Means, the staffs of the Senate and House Ways and Means
Committees initiate requests for cost estimates to appropriate
agencies re bills referred to the Joint Committee on Ways and
Means. This information is then gathered and evaluated by those
staffs, and reported by them to the Committee together with
relevant staff findings, in the manner described above. Like the
Senate Committee on Ways and Means, the Joint Committee on
Ways and Means is not subject to any fiscal note requirement such
as that set forth in House Rule 44. However, on occasion, it has
announced the cost impact of all measures referred to it for study,
as in its special report to the 1965 General Court quoted in part
below:

In 1963, legislation was enacted which required . . . agencies of the
commonwealth ... to furnish . . . their estimates, in writing, of the cost of
legislation affecting state services within their agencies. However, the committee
received estimates on only 63 of the 177 bills, while 54 more were stated to
involve no additional cost to the commonwealth. During the recess, we have in
our investigation determined the cost of the remaining proposed legislation. The
cost of this legislation can be divided into three categories: (1) the annual
operating or maintenance cost of the service or facility; (2) legislation which
requires only one payment to fulfill its purpose; and (3) the cost of construction
of facilities authorized by bond issue or the long-range cost of new commitments,
for example, state aid to cities and towns. We report here only the estimated total
annual cost for a single year if all of the legislation was enacted. The accumulated
estimated total figure is $101,300,000.
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The bills included in the study cover many subjects, establishing new services
or amending the requirements for services to be performed by existing agencies.
All of these bills have been carefully reviewd by the committee in regard to their
scope and the effect of their cost on future state expenditures. No specific
recommendation is made on them in this report. 1

Mandatory Fiscal Note Requirement in House Rule 44-

On May 10, 1966, the House of Representatives adopted a series
of amendments to House Rule 44, requiring henceforth that the
House Committee on Ways and Means, and the House Committee
on Counties, submit with their reports on certain bills a fiscal note
indicating the immediate and long-range fiscal impact thereof. This
requirement has its roots in the 22 proposals made to the General
Court since 1961 for establishment of a mandatory fiscal note
requirement in both branches, either by rules changes, statutory
enactments, or both.2

As originally proposed by the Joint Committee on Ways and
Means, the order requiring this study by the Legislative Research
Council (House, No. 3175 of 1966) included the proposal by
Representative James H. Kelly of Boston relative to requiring
fiscal notes on bills reported favorably by legislative committees
(House, No. 2247 of 1966). On motion of Representative Kelly, the
House of Representatives deleted his bill from the Council study
directive on April 26, 1966. When House, No. 2247 was next
considered by the House on May 10, 1966, Representative Charles
L. Shea of Quincy successfully moved substitution of an order
amending House Rule 44 to incorporate a fiscal note requirement
of limited scope.

That Rule, as so amended by the House, reads as follows (with
the Shea amendments in italics):

Bills involving an expenditure of public money or grant of public property, or
otherwise affecting the state finances, unless the subject-matter has been acted
upon by the joint committee on Ways and Means, shall, after their first reading,
be referred to the Committee on Ways and Means, for report on their relation to
the finances of the Commonwealth. New provisions shall not be added to such
bills by the committee on Ways and Means, unless directly connected with the

Origin of Mandatory Fiscal Note Requirement.

1 Joint Committee on Ways and Means, Partial Report, House, Ho. 3461 of 1965, 37
pp. at pp. 9-10.

2 This court omits four 1967 proposals, which brings total to 26.
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financial features thereof. Orders reported in the House or received from the
Senate involving the expenditure of public money for special committees shall
before the question is taken on the adoption thereof, be referred to the Committee
on Ways and Means, whose duty it shall be to report their relations to the
finances of the Commonwealth. Every such bill involving a capital expenditure
for new projects, or an appropriation for repairs, when reported into the House
by the Committee on Ways and Means, shall be accompanied by a fiscal note
indicating the amount of public money which will be required to be expended to

posed legislation, together with an estimate ofcarry out the provisions of
the cost of operation and maintenance for the first year if a new project
involved. Bills involving an expenditure of county money shall, after their firs'

/ treading, be referred to the committee on Counties on the part of the House, for
*

• report on their relation to the finances of the county affected, unless the subject
matter thereof has been previously acted upon by the joint committee on
Counties; and no new provisions shall be added to such bills by the committee on
Counties on the part of the House, unless directly connected with the financial
features thereof.

Bills and resolves involving a substantial expenditure of city or town money
shall, after their first reading, be referred to the committee on Municipal Finance
on the part of the House for report on their relation to the finances of the city or

A*town affected, unless the subject matter thereof has been previously acted upon
3Pby the joint committee on Municipal Finance.

Every such bill involving a capital expenditure for new projects, or an
appropriation for repairs, when reported into the House by the committee on

the part of the House, shall be accompanied by a fiscal notCom

Indicating the amount of county money which will be required to be expended to
id legislation, together withcarry out the provisions of the propo

the cost of operation and maintena
involved.

mate

for the first year if a new project

adoption of the Shea amendments
lly identical to current Senate Rule
expenditure bills to committee by

House Rule 44, prior to the
indicated above, was substantu
27 governing the reference of
that chamber.

Practices of House Committee on Ways and Means.
In practice, the House Committee on Ways and Means has

interpreted House Rule 44 very broadly, applying its fiscal note
policies not only to bills involving “capital expenditure,” but to all
bills involving a major state expenditure commitment. On the
other hand, however, it has elected to report fiscal notes only for
such bills as are estimated to entail a state cost in excess of
$lOO,OOO per annum. Neither House Rule 44 nor committee prac-
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tices thereunder include “specific sum” appropriation bills within
this fiscal note procedure, since such bills in effect incorporate their
own cost estimate automatically.

Because of the very recent origin of the fiscal note requirement in
House Rule 44, House Ways and Means Committee practices
thereunder are still in the experimental, formative stage. Changes
are expected in this fiscal note procedure as the Committee and its
staff gain additional experience with it.

During the 1966 regular and special sessions of the General
Court, the Committee reported fiscal notations in respect to at least
nine major bills. In each instance, such notes were printed in the
House Journal as part of the report of the House Committee on
Ways and Means. In addition, the notes appeared on the daily
calendars of the House, commencing at the second reading stage

until the bills concerned were disposed of. These nine instances of
fiscal notes are indicated in Table 1 below

Table 1. Fiscal Notes Reported by House Ways and Means Committee
md Special Sessions of General CourtDur

Fiscal NoteDat islative Proposal

7/27/66 H. 3813 re Metrop. Dist. Comm, shore protection $ 700,000
'2B/66 S. 331 re Metrop. Dist. Comm, sewers 1,400,000

36 H. 63 re various projects of Metrop. Dist. Comm. 11,500,000
7/28/66 H. 64 re various projects of Metrop. Dist. Comm. 6,500,000

'2B/66 H. 3503 re increased public employee pensions 1,600,000 (1967)
3,200,000 (1968)
4,800,000 (1969)

8/10/66 H. 3962 re certain educational programs 150,000
8/15/66 H. 3969 re public welfare leisure time allowances 1,200,000

8/25/66 H. 3563 re increased state employee pay 8,000,000
12/21/66 S. 1035 re mental health and mental retardation 74,000,000

services expansion (capital outlay)
45,000.000
(Ist yr. operation)

These estimates are prepared for the House Ways and Means
Committee by its staff, on the basis of its analysis of information
supplied by the affected state agencies, the Executive Office for
Administration and Finance, and other interested authorities. In
some instances, initial estimates were provided to the Committee
by the state agency interested in the bill; in other cases, the
Committee staff formulated its own estimate without such agency
assistance.
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Limitations are inherent in these practices, however, as suggested
by the experience of the House Ways and Means Committee staff
in trying to produce a fiscal note relative to the Senate bills
providing for a reorganization of the State Department of Mental
Health, the creation of 37 regional mental health centers and the
expansion of services to the mentally ill and retarded (Senate, Nos.
1029 and 1035 of 1966).

The costs involved in that bill were estimated roughly, on the
basis of the expenditures actually authorized earlier by the General

* 4Court for a mental health clinic in Lowell. The estimate assumed
that all 37 regional mental health clinics would be identical to the
Lowell facility in every way; that the 90th Congress will not
reduce appropriations for federal aid to the mentally ill; and that
existing pay schedules for state mental health personnel are ade-
quate. No staffing plan for the 37 clinics or for central office units
of the Department of Mental Health responsible for supervising
the regional centers was presented to the Committee by the

£4 Governor’s office, the Department or the private organizations
* pressing for enactment of Senate, No. 1035.

As a result, the fiscal note of the House Ways and Means
Committee advised the House that the bill involved projected
capital outlay costs in the order of $74 million, and “first full year”
operating costs to the state of $45,000,000.

Practices of the House Committee on Countie

A review of the House Journals and Calendars for 1966 failed to
reveal any instances in which the House Committee on Counties
submitted a fiscal note, although most of the bills referred to that
committee were reported subsequent to the adoption of House Rule
44.

Fiscal Note Implications of Other Legislative Rules
4
* Aside from the specific mandatory fiscal note requirement of

House Rule 44, other legislative rules which merit brief mention
contain provisions with fiscal note implications.

In the Senate, but not in the House of Representatives, legis-
lators presenting a petition for legislation are required by the

w Senate Rules to include therewith “a brief statement of the nature
and object” of their petition (Senate Rule 18). This provision has
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not been construed to require a cost estimate as part of the
statement of the “nature” of the petition, though such an interpre-
tation is not impossible.

More to the point, the rules of both branches direct the Senate
and House Clerks, respectively, to prepare and “cause to be
printed” a daily calendar of matters up for consideration in their
respective chambers. In addition to other information required by
the rules, each Clerk must include on the calendar of his branch
“such other memoranda” as that branch or its presiding officer may
direct. Accordingly, in the House, the fiscal notes reported by the
House Ways and Means Committees under House Rule 44 are so
included. In the Senate, cost estimates obtained or developed by
the Senate Committee on Ways and Means could be printed in a
similar fashion, should that be the desire of the Senate leadership
(Senate Rule 7; House Rule 13).

Each branch also has a rule requiring that when one branch
amends a bill received from the other in such a way as to affect the
state finances, and then returns it to the latter branch for concur-
rence in the amendments, the latter branch must refer the bill to its
Ways and Means Committee for examination and a report. In like
matter, amended bills affecting county finances must be committed
to that branch’s Committee on Counties, and amended bills involv-
ing municipal finances must be referred to the latter branch’s
Committee on Municipal Finance (Senate Rule 36; House Rule
46).

No legislative rule requires or suggests fiscal notes in respect to
bills which would affect state, county or municipal revenues, except
where such a measure would obligate the state to reimburse
counties or municipalities for revenues lost by them as a conse-
quence of other requirements of the bill.

tiveness of Massachusetts Procedures.
Knowledgeable authorities consulted by the Legislative Research

Bureau staff express diverse opinions relative to the effectiveness of
the optimal cost estimate law (G. L. c. 29, § 3A) and the
mandatory fiscal note requirement of House Rule 44. For the most
part, reactions to the latter requirement are tentative, inasmuch as
it has been in effect for only a very short time.

Certain factors act as limitations upon the effectiveness of both
existing and proposed fiscal note systems in this state.
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Impact of Right of Free Petition.
First of all, there are the practical limitations inherent in the

very liberal, traditional interpretation of the citizen’s constitutional
Right of Free Petition to the General Court. 1 In keeping with that
tradition, every petition for legislation presented to a legislator by
any constituent is introduced into the General Court by that
legislator (if he disagrees with the alleged merits of the petition, he
may file it “by request”); under the legislative rules, that petition
is referred to an appropriate committee for a public hearing and
report back to the Senate or House. 2 In practice, all bills are
reported to the floor by their committees of original reference,
though on occasion a small number of bills may die in a committee
of subsequent reference without a report when the General Court
prorogues.

This treasured right results in the introduction of a very large
number of bills and reports which must receive committee consid-
eration. In 1967, a total of 1,014 Senate and 4,431 House docu-
ments were filed by the prefiling deadline of the first Wednesday of
December 1966 (Joint Rule 12). Early identification of the many
bills with fiscal implications is a formidable task. And the timely
and careful analysis of such bills would require adequate staff and
very close cooperation between the legislative committees and the
Division of Fiscal Affairs of the Executive Office for Administration
and Finance (of which the Budget Bureau is a part).

On its own initiative, the Division now obtains copies of bills as
they are printed, and distributes those bills with obvious or
suspected fiscal implications to its staff of Budget Analysts accord-
ing to their areas of specialization. Insofar as their other duties
permit, these employees follow legislative developments concerning
bills assigned to them, and investigate their fiscal implications. If
such a bill is enacted, the Budget Bureau estimates the sums
needed to implement the measure and recommends the same to the
Governor for inclusion in his supplementary or “deficiency” budget
message and next regular budget message to the General Court.

1 Massachusetts Constitution: Part I, Art. XIX; Amendments, Arts, II and
LXXXIX.

2 Joint Rules 4, 10 and 12; Senate Rules 15, 18-20, 23, and 27; House Rules 28, 29,
31, 33, 37, 40 and 44.
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Because of the great number of bill introductions, and the
absence of a sufficiently large number of analysts in the Division of
Fiscal Affairs and its Budget Bureau, these procedures—except as
they relate to enacted bills—are more in the nature of a “spot
check.”

Failure oj Agencies to Notify Commissioner of Administration.
The optional cost estimate statute requires agencies which sub-

mit cost estimates to the Committees on Ways and Means on
request of the latter, to furnish copies of those estimates to the
Commissioner of Administration under whom the Division of
Fiscal Affairs serves (G. L. c. 29, § 3A). According to officials of
that Division, there is a widespread failure of executive branch
agencies to comply with this requirement. Committee requests are
sent directly to those agencies without routing through the Com-
missioner, and agency responses are made with equal directness.

Hence, it is alleged that the Commissioner, his Deputy Commis-
sioner for Fiscal Affairs and his Budget Director rarely have
knowledge of these requests, or any opportunity to review and
comment upon the accuracy and content of agency responses. The
Budget Director reports relatively infrequent requests by the Ways
and Means Committees to his Bureau for information under
section 3A of Chapter 29 of the General Laws. To the extent that
these shortcomings prevail, the Committees on Ways and Means
lack the advantage of a systematic and possibly more objective
review by the central fiscal management arm of the executive
branch of responses by interested, affected state agencies.

However, it is evident that if the Ways and Means Committees
were to route their requests through the Division of Fiscal Affairs,
bottlenecks might result unless sufficient numbers of analysts are

led to that Division for these purpose

Weaknesses in Agency Estimates.
While the staffs of both the Senate and House Ways and Means

Committees reported that “good estimates” are provided by most
agencies, some difficulties are being encountered however which
have required the careful attention of those staffs.
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From time to time, agencies may yield to the understandable
human temptation to give an optimistic cost estimate relative to
bills which they approve, while overstating the costs of bills which
are objectionable to them. In other instances, inadequate responses
may be supplied by agencies which lack the time and personnel
necessary for preparation of a proper estimate. For some bills,
reliable estimates cannot be compiled quickly either by the affected
agencies or by the staffs of the Committees on Ways and Means.
Accordingly, these Committees try to avoid hasty estimates which
may do more harm than good.

An example of type of problem encountered by the Ways and
Means Committees in this respect occurred in 1960 when, under
then existing informal procedures, the Committees sought esti-
mates as to the cost of a legislative proposal relative to the
education of emotionally disturbed children (House, No. 2972 of
1960). The affected agency reported that state costs of 850,000 per
year would result if the program were authorized by the General
Court. On that understanding, the bill was enacted into law (G. L.
c. 71, § 461; Acts of 1960, c. 750). However, the first appropriation
for this program, for fiscal year 1963, was 8250,000. It increased to
81,115,000 in fiscal 1964; to 82,073,203 in fiscal 1965; to 83,150,000
in fiscal 1966; and to 86,500,000 in fiscal 1967. Much higher
appropriations are sought for the fiscal year 1968.

Finally, in some cases important expenditure proposals have
been submitted to the General Court without revenue raising
provisions, on the contention that the “economic growth” of the
state will result in increases in existing state revenues without the
need for new tax levies. Some critics charge that these “growth”
projections are overestimated from time to time. On occasion, the
authority submitting the estimate may overlook the possible
impact on state revenues if Congress raises federal personal and
corporate taxes, thereby reducing state tax receipts since federal
tax payments are deductible in calculating state tax liability. In
addition, agency estimates may assume that federal grants will
offset state cost increases under a bill, even though firm commit-
ments from responsible federal agencies are wholly lacking.

Some critics of the existing cost estimate and fiscal note proce-
dures of the General Court argue that these procedures are not

Selective Coverage Aspect.
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effective because they do not result automatically in a published
fiscal note on every bill with important cost implications. They
point to the absence of fiscal notes as bills reported to the Senate
by the Senate Ways and Means Committee and to the “significant
exclusion” of notes re bills with an impact of under $lOO,OOO
reported by the House Committee on Ways and Means. Thus it is
contended by the Massachusetts Taxpayers Foundation and others
that the recent selective procedure falls far short of the comprehen-
sive price tag plans used in other states, and results in the passage
of many financially significant bills without adequate warning to
the legislators of the cost implications thereof.

It was to meet such criticisms that the Joint Committee on Ways
and Means recommended mandatory fiscal note requirements for
both branches in 1965. 1

Chapter V. Pros and Cons of Massachusetts Proposals.

Terms of Legislative Proposals of 1966.

The four bills which are the basis of this study call for a manda-
tory fiscal note requirement applicable, by statute, to both branches
of the General Court.

Senate, No. 531 of 1966.—This measure, introduced by Senator
Francis X. McCann of Middlesex provides simply that—

The House Committee on Ways and Means and the Senate Committee on Ways
and Means shall, when reporting legislation indicate the estimated annual cost, if
any, of such legislation.

Said estimate shall be printed in both the House and Senate calendars on the
day said legislation appears before the respective branch.

Senator McCann indicated that his bill was essentially a
“skeleton” measure, the main purpose of which is to end present
practices whereunder legislators are asked to vote on measures
without the advantage of reliable cost estimates. An identical bill,
Senate, No. 790 of 1967, has been reintroduced by Senator John J.
Conte of Worcester on his own petition, and has been referred to
the Rules Committees for a hearing and a report.

Proposals Assigned to the Legislative Research Council for Study.

1 Massachusetts Joint Committee on Ways and Means, Partial Report, House, No,

3461 of 1965, 37 pp. at p. 10.
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House, No. 535 of 1966.—Introduced by Representative
Matthew J. Kuss of Fall River this measure provides that—

Any bill requiring new or increased expenditures of state funds shall have
printed thereon or attached as an appendix thereto an explanatory statement and
an estimate of the amount of state funds required to make its provisions effective.
This estimate shall be prepared by the director of the budget in cooperation with
the department, agency or governmental unit affected.

Representative Kuss has refiled his proposal for consideration by
the 1967 General Court, and it has been assigned to the Joint Com-
mittee on Ways and Means for a hearing and report (House, No.
.480).

■Iv House, Ao. 22Jj.5 of 1966.—On a joint sponsorship basis, Repre-
sentatives Jack H. Backman of Brookline and Marie E. Howe of
Somerville proposed enactment of the following legislation:

All bills of the general court that are referred to any legislative committee of
the general court for consideration or public hearing shall also be considered by
such committee in regard to estimated cost to the commonwealth of Massachu-
setts over the period of the first five years after enactment.

The legislative committee shall annex a note to its report of all bills before it
„ for consideration as to whether or not the bill will have an estimated cost int-A

excess of five thousand dollars over such five year period.
In the event that the report of the committee indicates that there will be a cost

in excess of five thousand dollars, said bill shall be referred by the clerk of the
house of representatives, or the senate, as the case may be, to the comptroller of
the commonwealth, who shall affix an estimated cost to the face of the bill so that
it may be considered by the general court before the third reading of the bill, by
vote of the majority of the members present of the house of representatives or the
senate. The provisions of this section may be waived, in respect to any particular
bill.

A modified version of this bill, reintroduced by Representative
Backman, has been referred to the Joint Ways and Means Com-
mittee for a hearing and report. Unlike the 1966 draft, this revised
measure would require the Legislative Research Council, rather
than the State Comptroller, to append fiscal notes to bills involving
a state cost in excess of $5,000 (House, No. 1026 of 1967).

House, No. 2558 of 1966.—This bill, introduced by Representa-
tive H. Thomas Colo of Athol is based on a 1963 proposal advanced
’’unsuccessfully by the Massachusetts Taxpayers Federation which

proposed a fiscal note procedure by Joint Rules authorization. 1

The Colo Bill would add the following section to chapter 3 of the
General Laws:

� 1 Massachusetts Federation of Taxpayers Associations, “Price Tag” Amendment of
w the Joint Rules, Memorandum to the Presiding officers and the Members of the

Committees on Rules, Boston, Mass., January 21, 1963, 2 pp. mimeographed
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Section 23A. No legislation which, for its effectuation, would require increased
appropriations by the commonwealth or any political subdivision thereof, shall
be reported favorably by a committee, whether on an original reference or on a
recommittal, unless there shall be attached thereto an estimate of the probable
amount of such appropriation increase for the ensuing fiscal year and at least five
succeeding fiscal years, or, in the alternative, a statement explaining why a
reasonable estimate cannot be made.

The original proposal by the Massachusetts Taxpayers Federa-
tion—now known as the Massachusetts Taxpayers’ Foundation —

sought cost projections over a two year rather than a five year
period.

Representative Amelio A. Della Chiesa of Quincy has refiled this
bill for consideration by the 1967 General Court (House, No.
3243).

Proposal Eliminated jrom Council Study Directive.
Closely related to the foregoing is a fifth legislative proposal of

1966 (House, No. 2247) which was included in the original study
directive to the Legislative Research Council, House, No. 3175, but
which was subsequently removed by an amendment adopted by the
House of Representatives. Filed by Representative James H. Kelly
of Boston, its salient sections appear below:

Section 1. All bills reported favorably by any committee of either house of the
legislature or by any joint committee which, to carry out the provisions of such
bills, require or would require the making of sufficient appropriations or
increasing or decreasing existing appropriations or fiscal liability shall, upon being
so reported, incorporate as a fiscal note a reliable estimate of the amount thereof.
Such estimate shall be made by the agency receiving or which would receive the
appropriation and shall be forwarded by the chief officer of the agency making
the estimate to the chairman of the reporting committee. Not less than seven days
before forwarding such estimate to the said chairman the said chief officer of the
agency making the estimate shall furnish a copy of such estimate to the
introducer of the bill. If such introducer shall object to any of the provisions of
any such estimate he shall in writing within five days after the receipt of the copy
thereof advise the said chief officer of his objections thereto and the said chief
officer shall thereupon promptly cause the estimate to be reviewed and make such
changes therein, if any, as the said chief officer may deem desirable before
submitting such estimate to the said chairman of the reporting committee.

Section 2. Any bill increasing or decreasing the revenue of the commonwealth
shall, when favorably reported by any committee of either house of the legislature
or by any joint committee, incorporate as a fiscal note a reliable estimate of the
anticipated changes in revenue under the provisions of the bill. Such estimate
shallbe made by the agency responsible for collecting the revenue.
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The Kelly bill, as quoted above, affords introducers of measures
affecting state costs and financial liabilities an opportunity to
review the fiscal notes applicable to their bills before those notes
become final. However, a similar right of review is not afforded by
House, No. 2247 to introducers of bills affecting state revenues.
Representative Kelly has described the later omission as an unin-
tentional oversight, since equal treatment of both types of bill
sponsors was intended.

As indicated earlier in this report, the Kelly bill was not enacted.
And, like the Colo bill, it was not reintroduced into the 1967
General Court.

Arguments For and Against 1966 Proposals.

These arguments pro and con, covering both general aspects and
specific facets of the foregoing Massachusetts legislative proposals
of 1966, are summarized next under the nine headings of (1) Need
for Fiscal Notes, (2) Delays, (3) Reliability and Effectiveness of
Fiscal Notes, (4) Legislative Rule vs. Statutory Approaches, (5)
Proposals Subject to Final Note Requirement, (6) Initiation of
Fiscal Note Requests, (7) Preparation of Fiscal Notes, (8) Con-
tents of Fiscal Notes, and (9) Publication of Fiscal Notes.

Need forFiscal Notes.
Views of Proponents. —Supporters of mandatory fiscal notes

argue that such notes are necessary to inform legislators and others
of the financial implications of proposed legislation. Fiscal note
advocates assert that in view of soaring state and local costs, it is
imperative that the public expenditure or revenue change resulting
from a measure be properly estimated and weighed before a
legislative decision thereon is made.

Fiscal note proponents consider existing Massachusetts legisla-
tive cost estimating practices inadequate, and are critical of the
passage of legislation expanding existing state and local agencies
and programs, establishing new agencies and programs, and grant-
ing real estate tax exemptions, without more serious legislative
attention to their fiscal impact. They allege that imprudent fiscal
planning has resulted in the proliferation of state agencies from 77
in 1949 to over 289 by 1966, the rapid acceleration of program costs
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above initial estimates, and the recurrence of state and local
revenue crises. While not challenging the need for social and
economic progress, fiscal note proponents warn that “there is a
bottom to the bucket” of state and local taxpayer resources which
makes a sense of priorities and costs a more critical element in the
consideration of legislation.

Fiscal note proponents believe that such notes, if prepared under
proper guidance and procedures, would alert the sponsors and
legislators as to their fiscal implications. If any proposal is prohibi-
tive because of its great cost, this would be revealed by the fiscal
note. Fiscal note advocates further argue that when a bill with its
accompanying fiscal note reaches the floor of the Senate or House,
all legislators and other interested persons would thus have finan-
cial information otherwise available (if at all) only to the com-
mittee which considered the measure. Hence, such fiscal notes are
described as necessary if legislators are not to be in the position of
“voting in the dark”. In addition, to the extent that affected
agencies are involved in compiling fiscal notes, they are made
aware of bills concerning them at an early stage, when their
technical advice can be useful in preventing errors.

Moreover proponents assert that a sound fiscal note system must
consider forecasts and projections beyond the immediate future.
They observe that the full costs of legislation are seldom reached in
the first year, and that cost projections are needed to enable
legislators to identify measures with large future cost possibilities.
In this connection, spokesmen of the Massachusetts Taxpayers’
Foundation, testifying in favor of fiscal note bills before the Joint
Committee on Ways and Means in 1966, pointed out (a) the
increase from $1 million in 1956 to over $5 million by fiscal year
1966 in the annual costs of the state employees’ group insurance
program, and (b ) the Commonwealth’s expenditure of more than
$72.7 million in fiscal year 1966 on 133 programs which did not
exist in 1946.1

Fiscal note partisans further assert that such fiscal note proce-
dures will enable legislative committees and individual legislators
to judge the competency of each spending agency to analyze, and
to evaluate fiscally, problems and legislative proposals affecting
it.

1 Massachusetts Taxpayers Foundation, News, February 9, 1966.
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Finally, fiscal note advocates advance them as an answer to the
problem of bills introduced for their political effect, or to please
some constituency. Sponsors of measures revealed to entail heavy
costs may face a possible “cost backfire” from their proposals. And
legislators would be put on their guard if confronted with a fiscal
note indicating that the fiscal implications of an otherwise laudable
proposal cannot be estimated reasonably.

Views of Opponents.—Critics of a fiscal note requirement for
Massachusetts reply that such notes do not encourage “legislative
fiscal responsibility” to the extent claimed. They cite the observa-
tion of the Oregon Legislative Fiscal Committee that—

The experience in the use of fiscal notes reported by other states indicates any
move toward a formal system of fiscal notes should be a cautious one . . . The
prudent course is to identify specific problems and then take steps to solve them
without establishing an overly complex note procedure. 1

While conceding that costly mistakes have occurred in the past,
opponents contend that these errors stemmed more from political
factors and from the inadequate staffing of legislative committees
than from the absence of mandatory fiscal notes. Some opponents
charge that the General Court has been misled seriously by cost
and revenue estimates provided under the optional cost estimate
law (G. L. c. 29, § 3A) by the very agencies which would have to
prepare fiscal notes under certain of the proposed mandatory
systems. These critics resent the suggestion that mistakes arising
out of such errors are attributable to “legislative fiscal irresponsi-
bility”, and reply that greater “fiscal responsibility” could be
shown by executive branch agencies in proposing or advocating
legislation. Fiscal note opponents therefore see such a system as
“relatively unimportant” compared with such greater needs as (1)
an improved state budget procedure, (2) a modernization of state
statistical and fiscal reporting systems, and (3) adequate profes-
sional staffing of legislative committees.

Views of Proponents.—Fiscal note proponents concede that there
is bound to be some loss of time in the processing of legislation if a
mandatory fiscal note procedure is established. However, they
believe such time losses can be minimized through a good fiscal

Delays.

1 Oregon Legislative Fiscal Committee, Fiscal Notes, Staff Report No. 64-9,
September 1964, 13 pp, at p. 7.
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note procedure, and that this disadvantage will be more than offset
by the advantage of more sound fiscal legislation. Proponents stress
that haste in legislating is no virtue. They emphasize that, for
proper legislative results, the cost implications of bills must be
explored at some point, and that this activity requires time
whether fiscal notes are used or not.

Proponents also point out that very many bills will not require
fiscal notes.

Views of Opponents.—Critics protest that a mandatory fiscal
note requirement will disrupt the legislative process by delaying
bill introductions and committee reports on bills. Such procedures
will prove unworkable in the final hectic period immediately
preceding prorogation of the legislature wdien scores of bills are
released to the floor.

Furthermore, these opponents argue that the loss of time attri-
butable to the preparation of a fiscal note can be costly politically
to the proponents of particular measures, by preventing them from
“striking while the iron is hot”.

Views of Proponents.—Proponents of mandatory fiscal notes
reply that such notes are not an infallible “cure-all”, but that they
would enable the legislature to make better decisions in regard to
proposed legislation, if the notes are based upon a sound procedure.
Proponents stress that very close cooperation between the General
Court and the fiscal agencies of the executive branch is essential for
an effective system. The latter agencies include (a) the Executive
Office for Administration and Finance (containing the State Comp-
troller’s Division and the Budget Bureau of the Fiscal Affairs
Division), (6) the State Auditor, and (c) the State Department of
Corporations and Taxation. Proponents assert that this coopera-
tion exists now in sufficient degree to assure a reliable and effective
fiscal note procedure.

Proponents of a mandatory fiscal note procedure for Massachu-
setts doubt that such procedures would have spread among 18
other states if they had proved ineffective and unreliable.

Views of Opponents.—ln rebuttal, opponents argue that fiscal
notes of any variety are merely estimates and may not be accurate.
Because of the speed with which they must be prepared if they are

Reliability and Effectiveness of Fiscal Notes.



_ 1967.] HOUSE No. 4895. 79
I

not to delay the legislative process, such notes may be compiled too
hastily and with too little “in-depth” analysis. Fiscal note oppo-
nents believe that such a result is most likely when the legislative
committee, legislative service agency or state executive agency
responsible for preparing or evaluating the note lacks a sufficiently
large and experienced staff.

Opponents further contend fiscal notes may be manipulated to
accommodate the political bias or interest of the executive agency
or legislative committee responsible for their preparation. Such

observe that a fiscal note may prejudice the Legislature for
or against a bill notwithstanding the merits of the measure. Hence,
opponents claim that estimates may be overstated or understated
by the affected administrative agent, or by committees, to prevent
passage of legislation. Such fiscal note opponents complain that
numerous conflicting official and unofficial estimates were quoted in
debates on recent major legislative proposals, such as the Willis-
Harrington Bill dealing with the reform of the state educational

� system, the sales tax proposals of 1957-1966, and the 1966 com-
munity mental health measures (Senate, Nos. 1029 and 1035).

Legislative Rule vs. Statutory Approaches
Among fiscal note proponents, there has been an occasional

difference of opinion as to whether an effective mandatory fiscal
note procedure may be established by legislative rules changes
alone, without enactment of a statute.

The Massachusetts Federation of Taxpayers Associations (now,
the Massachusetts Taxpayers’ Foundation) urged establishment of
a fiscal note requirement through an amendment to the Joint Rules
as the more flexible of the two approaches. 1 In commenting on the
statutory method that organization recently stated that—

The principal value of a statute would be the clear fixing of responsibility for
cost-estimating, within established time limits, on state administrative agencies

3" who might not consider themselves bound by a legislative rule. We do not,
however, think that many difficulties or delays would occur on this account.2

1 Massachusetts Federation of Taxpayers Associations; Proposed Joint Rule to
Provide Cost Estimates on Bills, Memorandum to Joint Committee on Ways and
Means, November 1, 1961, 9 pp., mimeographed; t(Price Tag” Amendment of the Joint
Rules, Memorandum to the Presiding Officers and the Members of the Committees on

� Pules, January 21, 1963; 2 pp. mimeographed.
2 Proposed Joint Rule to Provide Cost Estimates on Bills, supra., at p. 5,
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In contrast, other proponents hold that only a statutory mandate
will assure an effective fiscal note requirement by forcing both
legislative committees and executive agencies to act. As indicated
by Table 1, House Rule 44 produced no more than nine fiscal notes
in the May-September portion of the regular 1966 legislative
session and in the brief December 1966 special session during which
it was effective. These proponents also say that such a statutory
requirement, if ignored, may be enforced by threat of a guberna-
torial veto, whereas the Governor may be reluctant for sessions of
interbranch courtesy to veto an alleged or actual violation of
legislative rules.

Varied Proponent Approaches.—Proponents of the five fiscal
note proposals to the 1966 General Court disagree as to the types of
legislative measures which should be covered by a fiscal note
requirement.

Of these five proposed fiscal note statutes, two clearly would
affect state expenditures only (House, No. 535, introduced by
Representative Kuss of Fall River; and House, No. 2245, proposed
by Representatives Backman of Brookline and Howe of Somer-
ville). One more proposal would apply specifically to bills entailing
either state or local expenditures (House, No. 2558, proposed by
Representative Colo of Athol). Another two proposals could be
interpreted to embrace both state and local costs (Senate, No. 531,
introduced by Senator McCann of Middlesex; and House, No. 2247
proposed by Representative Kelly of Boston). Only the latter
Kelly Bill also specifically includes a requirement of fiscal notes for
bills affecting state revenues. With one exception, these bills would
require notes regardless of the sum of money involved. That
exception is the Backman-Howe Bill, which would require detailed
fiscal notes solely for bills having an “estimate cost to the com-
monwealth of Massachusetts over the period of the first five years
enactment” of more than $5,000 (House, No. 2245). Finally, the
three bills proposed by Senator McCann and Representatives
Backman, Howe and Kuss would require fiscal notes for measures
whether or not such measures received a favorably committee
report; the two remaining proposals, by Representatives Colo and
Kelly, imposed this requirement on favorably reported bills alone.

Proposals Subject to Fiscal Note Requirement.
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Cost Estimates Only vs. Revenues Estimates as Well.—Evi-
dently, most of the proponents of a mandatory fiscal note pro-
cedure for Massachusetts believe that such notes should be required
for measures affecting state expenditures, but not for those pertain-
ing to state revenues. Of the 22 mandatory fiscal note proposals
heretofore submitted to the General Court only six (including
House, No. 2247 of 1966) also specified fiscal notes for bills
affecting state revenues.

Proponents of the “cost estimates only” approach feel that the
vjbeed for fiscal notes is significant only in respect to spending

measures, and that reasonably satisfactory procedures now exist
whereby the professional staff of the Joint Committee on Taxation
is able to develop revenue estimates with the aid of the Department
of Corporations and Taxation. However, other proponents, espe-
cially those concerned over bills which offer tax exemptions at the
local government level, argue that fiscal notes should be required
where there is a revenue impact. These proponents assert that this

A information is made available to legislators generally only at the
discretion of the legislative committees.

Such “revenue” proponents are sensitive to the strong criticism
directed at the Legislature by the financial community and local
“home rule” groups during the past 20 years in respect to tax
benefit bills which diminish the local revenue base. These propon-
ents also wish to be assured of adequate fiscal notes in respect to
any bills which would decrease or increase the “unearmarked” local
government portion of state-local shared taxes, thereby indirectly
decreasing or increasing local real estate tax burdens.

Local Government Costs.—On the basis of the coverage of
county capital expenditures by House Rule 44, some fiscal note
proponents urge the inclusion within a mandatory fiscal note
system of all bills affecting local government expenditures, liabili-
ties and revenues. A recent Massachusetts Taxpayers’ Foundation

states that—
Local government accounts for two-thirds of Massachusetts taxes. Price tags on

local spending measures are just as important to the taxpayer as state measures.
The number of such local bills is fairly small but their cost is often very
large.1

JL'. 1 Massachusetts Taxpayers’ Foundation, Guidelines for Price Tag Legislation,
to Joint Committee on Ways and Means, Boston, Mass., February 8,

1966, Ip. mimeographed.
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Similarly, proponents note that the recently-adopted Home Rule
Amendment to the Massachusetts Constitution (Art. LXXXIX)
will diminish the number of petitions for local spending bills
affecting but a single city or town. However, fiscal note advocates
stress that such constitutional regulations will not limit bills
applicable (a) to counties, regional governments and service dis-
tricts, or (b) to two or more municipalities. Hence, fiscal notes are
urged for these two classes of local government bills, to assure
adequate information not only to legislators but also to municipali-
ties which must bear all or part of the resulting costs. A

Exempting Bills With Minimum Impact.—Currently, as has~
been reported earlier, the House Committee on Ways and Means
provides fiscal notes under House Rule 44 only for proposals having
an estimated expenditure impact in excess of 8100,000. More
conservatively, the bill proposed by Representative Backman of
Brookline jointly with Representative Howe of Somerville would
require detailed fiscal notes only for bills expected to cost the state
more than $5,000 within five years; if a lesser cost were anticipated a

by the committee reporting the bill, a simple statement to that ™

effect by the committee report would suffice. Exemptions, are
generally favored to free legislative committees and executive
branch agencies of the task of compiling fiscal notes for scores of
“minor” measures. It is hoped that this exclusion will free com-
mittee and agency staffs to concentrate on the more difficult chore
of preparing estimates for measures with “major” fiscal implica-
tions.

On the other hand, there are fiscal note advocates who argue
against restricting fiscal note requirements to bills having an
estimated impact above any specific sum, or to bills “with signifi-
cant costs.” These advocates point out that what is “insignificant”
to one authority may well be “significant” to another, and that
estimate “floors” may invite circumvention of the fiscal note
requirement through underestimates. Further, they stress that
some bills apparently involving small sums in themselves may, in V
fact, establish political precedents, thus opening the door to very
large future commitments.

Limitation of Fiscal Notes to Favorably Reported Bills. —Two
proposals of 1966 would apply mandatory fiscal notes only to bills
reported favorably by legislative committees (House, Nos. 2247
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and 2558). In supporting testimony, the Massachusetts Taxpayers’
Foundation explained that—

To keep the volume of added work within bounds, only bills reported favorably
should be required to carry fiscal notes. It would waste time to estimate costs of
any other bills. 1

Such a limitation is considered advisable in view of the annual
volume of more than 5,400 bills under the Massachusetts Right of
Free Petition, and the tradition of committee reporting of every

u bill. Otherwise, since a very large percentage of these bills are
to affect state or local finances in some degree, these

proponents fear that the staffs of legislative committees and state
agencies would be overwhelmed with needless work. In this connec-
tion, only Massachusetts among the 25 “fiscal note” and “cost
estimate” states requires the pre-filing of legislative proposals (by
the first Wednesday of December preceding the legislative session).
Legislative committees hold hearings on bills as they become
available in print, often after some delay; and most such com-
mittees are expected to report those bills favorably or adversely by
mid-March. Furthermore, without a “favorable report” limitation
legislative disorder may result inasmuch as during this same
November-March interval the fiscal staffs of state administrative
agencies and the staff of the Committees on Ways and Means are
heavily preoccupied with the final stages of the budget process.

In contrast, other fiscal note proponents contend that such notes
should be required for all bills affecting state costs, liabilities and
revenues whether such bills are reported favorably or not. They
argue that if notes are mandatory for favorably reported bills
alone, the Senate or House may overturn adverse committee
reports without being fully aware of the financial consequences. In
these instances, the bills substituted for adverse reports of the
Ways and Means Committees move directly to the Committees on
Bills in Third Reading which do not consider their cost aspects.

"J In response, “limitation” proponents suggest legislative rules
changes that would require amended bills, and bills substituted for
adverse committee reports, to be recommitted to the Committees
on Ways and Means for compilation of a fiscal note before these
bills are referred to the Committees on Bills in Third Reading.

1 Massachusetts Taxpayers’ Foundation, Guidelines for Price Tag Legislation;
Memorandum to Joint Committee on Ways and Means, Boston, Mass., February 8,
1966, 1 p. mimeographed.
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Waiver of Fiscal Note Requirement. —One of the five fiscal
note proposals of 1966 authorizes the Senate or House of Repre-
sentatives, by simple majority vote, to waive the requirement of a
fiscal note in respect to any particular bill (House No. 2245,
proposed by Representatives Backman of Brookline and Howe of
Somerville).

Proponents of this waiver provision deem it necessary to expe-
dite the legislative workload during the closing days of the session,
by avoiding time-consuming delays that would result from fiscal
note preparation activity.

However, critics argue that such provisions would encourage the
holding of many fiscally significant bills in the Rules Committees
and Ways and Means Committees which are not bound by early
reporting dates until the “prorogation rush” is on, with a view to
eliminating the need for a note which might prove politically
unpalatable. Without a waiver authorization, it is claimed that
these committees would be induced to report bills more promptly.

Initiation of Fiscal Note Requests.
Fiscal note proponents vary in their opinions as to whether such

notes should be required (a) upon introduction of a bill, or (6)
when the bill is reported by the committee to which it is referred
originally, or (c) when it is reported by the Committee on Ways
and Means of the house of introduction, or (d) at a latter
legislative stage.

Fiscal Note at Introduction.—Some fiscal note proponents urge
that sponsors of legislative proposals affecting state or local costs,
liabilities and revenues be required to obtain fiscal notes for those
proposals prior to their introduction. Such notes would be obtained
by bill sponsors from the Executive Office for Administration and
Finance or from affected state or local agency, and would be set
forth on state-prescribed forms to be included with the bill when it
is introduced.

Proponents of this procedure in other states argue that it places
“the burden of obtaining an estimate upon the sponsor where the
obligation properly belongs.” 1 They contend that certain bills
would not be introduced once their sponsors became aware of their

’Albert J. Abrams, Secretary of the New York Senate, December 22, 1966.
(Response to questionnaire.)
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cost implications, with a resultant reduction in the legislative
workload. Better advance preparation by bill sponsors would result.
More importantly, these proponents believe that the Right of Free
Petition should be accompanied by a greater exercise of responsi-
bility on the part of persons invoking it. Among other reasons, they
assert that it is not unreasonable for the Legislature to insist on the
inclusion of adequate supporting information with proposals, a
common practice of the business world.

Moreover, proponents of fiscal notes at the introduction stage see
4 no reason why state administrative agencies, special commissions

and special recess committees which recommend legislation to the
General Court should not be required to incorporate appropriate
fiscal notes in their reports or petitions. Similarly, such proponents
argue, the Governor should accompany his recommended legisla-
tion with a fiscal note which also indicates his suggested means of
financing those measures for which adequate state or local funds
are not available.

In opposition to this proposition, critics assert that such a
requirement would present formidable problems in processing bills
for printing and assignment to committees under the early Massa-
chusetts pre-filing deadline. These critics warn that it would be
particularly burdensome to newly-elected legislators who have
barely a month, following their election, in which to submit their
own and constituents’ petitions to the Senate and House Counsel
for the preparation of appropriate bill drafts. Furthermore, it is
argued, sponsors of bills may be quite ignorant of state and local
government organization and finances, and lack sufficient knowl-
edge to know whether or not a fiscal note is needed.

Therefore, these critics foresee the necessity of establishing a new
legislative services unit (a) to examine the 5,400 or more bills filed
in this short filing period, (6) to determine which bills need notes,
and (c) to obtain those notes from the appropriate agencies on
behalf of the sponsors and the General Court. Critics point out that
in any event, much effort would be wasted in the preparation of
these notes, since most bills fail of enactment.

Fiscal Note at First Committee Stage.—Another group of fiscal
note proponents favor a requirement that the fiscal note for a bill be
obtained while that bill is being considered by the committee to
which it is first referred. These proponents suggest that either the
petitioner or the committee be responsible for initiating the request
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for a fiscal note. The note, so obtained, would then be included
together with committee comments in the committee report upon
the bill, in conformity with existing requirements.

Supporters of this procedure believe that it has the advantage of
avoiding a “log-jam” in the preparation of bills at introduction. In
addition it would have the desired effect of making committees of
original reference aware of the costs of bills they report—an
advantage lost if the fiscal note is not mandatory until some time
after those committees report. Furthermore, these proponents stress
that such notes would hasten the defeat of fiscally
legislation which would otherwise be added to the workloads of
later committees of reference.

In reply, critics say that a fiscal note should not be required of a
committee of original reference, unless that be the Joint Committee
on Taxation, or the Joint, Senate or House Committees on Counties,
Municipal Finance, or Ways and Means. These critics complain
that a fiscal note obtained by the committee of original reference is
wasted motion if the bill is defeated on the Senate or House floor.
And further, if the bill is amended on the floor, redrafted or
replaced by a substitute bill as a result of floor action, the original
fiscal note will become useless. These critics emphasize that except
for county bills, municipal bills and many tax measures, all bills
involving state spending are referred to the Committees on Ways
and Means if they survive the report of the original committee of
reference and floor controversy.

Fiscal Note by Committees on Ways and Means.—Hence, it is
argued by that latter school of fiscal note advocates, a more
practical solution is to require such notes to be obtained by the
Committees on Ways and Means as soon as “spending” bills are
referred to them. Such advocates urge, variously, that those com-
mittees initiate fiscal note requests directly to the affected agencies
or to such agencies through the Executive Office for Administration
and Finance. Such notes, reviewed by the Committees, could then
be incorporated in their reports in line with other requirements of
the fiscal note procedures suggested by fiscal note proponents.

Proponents of this approach believe it more practical than other
procedures requiring fiscal notes at the original committee of
reference stage (unless the Ways and Means Committees happen
to be such original reference committees). It is argued that most
committees of original reference lack staff, and that their workloads
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would be made more onerous and their reporting of bills delayed by
a requirement that they obtain fiscal notes. There would also be
less of a burden upon state agencies, in that they would anticipate
requests only from the Committees on Ways and Means. The sole
exception would be those bills falling within the province of the
Committees on Counties, Municipal Finance, and Taxation which
do not involve state appropriations and hence do not ordinarily
pass through the Committees on Ways and Means.

Fiscal Notes at Later Legislative Stage.—Lastly, other exponents
suggest that fiscal notes be required only for bills which are ordered
to third reading. Thus, still fewer fiscal note requests would have to
be directed to administrative agencies. These fiscal note proponents
claim that since many bills remain in third reading for some time,
fiscal notes could be obtained with less resulting delay in the
legislative process, and would reflect all substantive amendments
added to such bills.

A contrary view holds that fiscal notes obtained from interested
and affected state agencies at the third reading stage will be
“raw” notes lacking scrutiny and correction not only by the
original committees of reference but also by the Ways and Means
Committees. Furthermore, the absence of such notes until the third
reading of a bill might lead legislators to commit themselves rather
deeply to the measure as it progressed, only to learn later of serious
fiscal defects.

Preparation ofFiscal Note.
Of the five fiscal note proposals of 1966, three provide that the

required fiscal note shall be prepared by executive branch agencies
on request of the committee of reference (House, Nos. 535 and
2247), or of the Senate and House Clerks (House, No. 2245). The
two remaining measures require the committee of reference
(House, No. 2558) or the Committees on Ways and Means (Senate,
No. 531) to include a fiscal note with their reports on bills, but do
not specify who is to prepare those notes. The views of fiscal note
proponents vary as to who should be responsible for compiling such
notes.

“Central Routing” Argument. —One group believes that for
proper results, fiscal note requests should be addressed to a single
official of the Executive Office for Administration and Finance for
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referral to the affected agency or agencies. Under this plan, when
each agency completes its note, it would then return the same to
the designated official of the Executive Office for Administration
and Finance, who would be empowered to review the note and to
attach thereto his comments as to the accuracy and adequacy of
the information contained therein. The note, so annotated, would
then be transmitted to the introducer or legislative committee who
requested it.

According to proponents of this “central routing” approach, the
executive officer through whom such requests ought to be routed is
either (1) the Commissioner of Administration, or (2) his subordi-
nate Deputy Commissioner who directs the Fiscal Affairs Division,
(3) the Director of the Budget Bureau within that Division, or (4)
the State Comptroller. It is contended that the employment of two
or three additional budget analysts by the Executive Office for
Administration and Finance would be sufficient to provide ade-
quate service to the General Court on this score. However, it is also
suggested by advocates of this procedure that no rigid time limit be
prescribed for preparation of fiscal notes, unless the “central
official” at the time is authorized to grant more time for the
preparation of notes which require greater investigation and study.

In respect to this approach, the supporters of House, No. 2245 of
1966 which would assign this dispatching function to the State
Comptroller point out that he is a “non-political” career official
who has a large staff of statiticians and other analysts at his
disposal. Appointed by the Governor for a three-year term, he is
considered to be “more independent” of gubernatorial control than
the Commissioner of Administration, the State Budget Director, or
the Deputy Commissioner in charge of the Fiscal Affairs Division,
all of whom serve at gubernatorial pleasure (G. L. c. 7, §§ 4A-
-4B).

Proponents of the “central routing” procedure assert that it
provides a more orderly method of preparing fiscal notes and that it
gives the Legislature the advantage of a “more objective” review
by the fiscal management agency of the executive branch of notes
prepared by operating agency officials who may have very strong
views as to the merits of bills referred to them. Departments which
prepare the notes would be able to perform a valuable service in
pointing out weaknesses and technical defects in such bills, but
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would do so in the knowledge that their fiscal notes would be
subject to scrutiny and double-checking by the Executive Office for
Administration and Finance. It is argued that this would induce
greater care in the preparation of those notes.

Finally, “central routing” proponents declare that their pro-
cedure would eliminate the complaint that the Executive Office for
Administration and Finance is not being informed of cost estimates
supplied by operating agencies to legislative committees concerning
financially significant legislative proposals which affect current and
future state budgets.

“Direct Routing” Argument.—Other fiscal note proponents favor
preparation of such notes by the individual affected agencies on
direct requests of the bill sponsor or legislative committee of
reference. In their view, this procedure involves less “red tape” and
delay, and is consistent with established practice in Massachusetts
under the optional (G. L. c. 29, § 3A) and mandatory (House Rule
44) systems.

Finally, these proponents fear that the automatic routing of
fiscal note requests via the Executive Office for Administration and
Finance would enable the latter agency, in response to pressures
from the Governor or Commissioner of Administration, to “censor”
or cloud operating agency replies to legislative committees.

Preparation by Legislative Committees and Service Agencies.
—A third group of fiscal note proponents believe that such notes
should be prepared, after suitable investigation, by the legislative
committees or by service agencies of the General Court, in order to
assure legislative independence from “executive domination.”
These proponents, citing the California experience, foresee greater
advantages in estimates developed by adequate professional staffs
of legislative committees than in those supplied by executive
agencies which may be biased. This approach is considered neces-
sary, especially when different political parties control the legisla-
tive and executive arms of the state government.

In rebuttal, critics of this procedure assert that it would oblige
the General Court to create a legislative committee staff and
service agency staff structure duplicating the executive branch
fiscal agency organization, all at an “unnecessary cost” to the
Massachusetts taxpayer. There critics argue that such cost esti-
mating duties ought not to be imposed on service units of the
General Court such as the Legislative Research Bureau, the State
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Library’s Legislative Reference Service, the Clerks of the Senate or
House, the Senate or House Counsel’s office; it is feared that this
move would result in an added burden on these units which would
divert them from their primary responsibilities. 1

Many fiscal note proponents favor inclusion, within the statutes
or legislative rules, of certain specific requirements as to informa-
tion which must be presented by fiscal notes. They do not antici-
pate an adequate response if those statutes or rules are vague or
silent on this point. In general, such fiscal note advocates empha-
size that the fiscal note procedure should be so designed as to
furnish legislators with reasonably accurate information as to the
fiscal implications of bills, insofar as circumstances permit.

Accordingly, these fiscal note proponents would require specifi-
cally the following types of information to be included in the note:
(a) the impact of the proposal upon state and local appropriations,
liabilities and revenues; (6) projection of such state and local costs
for a period of two or more years; (c) an indication of the
estimated resulting increase or decrease in the numbers of state or
local employees, and in state or local payroll, retirement and fringe
benefit costs; and (d) citations of state statutes affected by the bill
which may have been omitted in the bill itself. In instances where
it is extremely difficult to make reasonable estimates as to any of
the foregoing, fiscal note proponents would require the note to
include a statement explaining why reliable estimates cannot be
provided.

Publication of Fiscal Notes
Views of Proponents.—Varying requirements appear in the five

fiscal note proposals of 1966, relative to the manner in which fiscal
notes, as finally compiled, are to be published. Sponsors of all five
measures agree in the view that fiscal notes should be made public
reasonably in advance of the final legislative vote on bills, so that
legislators and the public will be properly appraised of the impact
of those measures.

Contents of Fiscal Notes.

'Massachusetts Federation of Taxpayers Association, Proposed Joint Rule to
Provide Cost Estimates on Bills, Memorandum to Joint Ways and Means Committee,

aber 1, 1966, 9 pp. mimeographed, at p
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Three of the five proposals would require the fiscal note to be
“annexed” or “attached” to the bill (House, Nos. 535, 2245 and
2558). As an alternative, one of these three proposals would allow
the fiscal note to be printed on the bill if it becomes available prior
to the printing of the bill; this arrangement would be feasible only
for bills drafted by committees in lieu of other bills which had been
referred to them earlier (House, No. 535).

One of the five fiscal note proposals would follow present House
practices, by requiring fiscal notes reported by the Ways and
Means Committees to be printed in the Senate or House daily
calendar for the sitting at which such reports are to be acted upon
(Senate, No. 531).

Finally, one fiscal note proposal specifies that bills reported
favorably by committees must “incorporate” a fiscal note, but does
not suggest how this is to be accomplished in respect to bills which
were printed prior to reference to any committee and which are
reported without amendments (House, No. 2247).

Views of Opponents.—Automatic publication of fiscal notes is
opposed by some who feel that little attention will be paid to such
estimates by legislators other than those serving on the committees
of reference. These critics feel that publication should be at the
discretion of the committees of reference and of legislative leaders.
These critics see such publication as another source of delay in the
processing of legislation.
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To: All State Agencies
Subject: Fiscal Notes and Their Preparation

This is a manual for the preparation of fiscal notes to legislative
proposals introduced in the Wisconsin legislature, together with the
suggested forms on which fiscal notes are to be prepared for the
1965 legislative session.

Each department head should designate the persons in the
department who will be responsible for preparation of fiscal notes
for proposals submitted to the 1965 Legislature. Please submit, to
the Bureau of Management, the names of the persons in your
agency who will be responsible for the preparation of fiscal
notes. . .

.

(This section contains an historical discussion, omitted in these
excerpts).

11. Statutory Provisions Relating to Fiscal Notes.
The basic law is found in 2 sections of the chapter on appropria-

tions.

The first deals with expenditure.

“20.003 (2) All bills making sum sufficient appropriations or
increasing or decreasing existing appropriations or fiscal liability
except bills referred to the joint survey committees on retirement
systems and tax exemptions shall, before any vote is taken thereon
by either house of the legislature if the bill is not referred to a
standing committee, or before any public hearing is held before any
standing committee, or if no public hearing is held, before any vote
is taken by the committee, incorporate as a note a reliable estimate
of the amount thereof. Such estimate shall be made by the agency
receiving the appropriation.”

Appendix A.

EXCERPTS FROM WISCONSIN FISCAL NOTE MANUAL. 1

I. Introduction.

1 Wisconsin Legislative Reference Bureau, Fiscal Note Manual, Informational
Bulletin 64-12, Madison, Wisconsin, 1964, 13 pp. mimeographed.
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The second deals with revenues.
“20.004 Any bill increasing or decreasing state revenue shall

before any vote is taken thereon by either house of the legislature if
the bill is not referred to a standing committee, or before any
public hearing is held before any standing committee, or if no
public hearing is held, before any vote is taken by the committee,
incorporate as a note a reliable estimate of the anticipated change
in revenue under the provisions of the bill. Such estimate shall be
made by the agency responsible for collecting the revenue. When a
fiscal note is prepared after the bill has been introduced, it shall be
printed and distributed as are amendments.”

As will be noted . . . the fiscal note procedure does not apply to
bills referred to the Joint Survey Committees on Retirement
Systems and Tax Exemptions. The procedure for them is set forth
... (by law) ... as follows:

“13.40 (7) (a) No bill or amendment thereto creating or
modifying any system for, or making any provision for, the
retirement of or payment of pensions to public officers or employ-
ees, shall be acted upon by the legislature until it has been referred
to the joint survey committee on retirement systems and such
committee has submitted a written report on the proposed bill.
Such report shall pertain to the probable costs involved, the effect
on the actuarial soundness of the retirement system, and the
desirability of such proposal as a matter of public policy.

“13.44 (9) Upon the introduction in either house of the legisla-
ture of any proposal which affects any existing statute or creates
any new statute relating to the exemption of any property or
person from any state or local taxes or special assessments, such
proposal shall at once be referred to the joint survey committee on
tax exemptions by the presiding officer instead of to a standing
committee, and such proposal shall not be considered further by
either house until the joint survey committee on tax exemptions
has submitted a report, in writing, setting forth an opinion on the
legality of the proposal, the fiscal effect upon the state and its
subdivisions and its desirabiliy as a matter of public policy and
such report has been printed as an appendix to the bill and
attached thereto as are amendments. Such printing shall be in lieu
of inclusion in the daily journal of the house in which the bill was
introduced.”
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111. Legislative Joint Rule 24 on Fiscal Notes.

Joint Rule 24 sets forth the procedures for preparing fiscal notes.
The text of Joint Rule 24, as amended in 1961, is as follows:

“Jt. Rule 2l+. Fiscal Notes. (1) Application.—All measures
carrying a sum sufficient appropriation, increasing or decreasing
existing appropriations or fiscal liability of the State or increasing
or decreasing State revenue shall carry a note as provided by
Statute, except Pension Bills. Such notes shall be known as Fiscal
Notes.

“(2) Original Measures Only.—Such notes are required on
original measures only and not on Substitute Amendments or
Amendments.

“(3) Preparation. —Notes shall be prepared by the State agency
receiving the appropriation or responsible for collecting the revenue
except in the case of Pension Bills. Measures carrying provisions
for both appropriations and revenues or appropriations for more
than one State agency shall carry notes from each such agency
except that when a measure would require notes prepared by
several agencies, the Department of Administration may determine
that a single agency shall prepare a general note.

“(4) Identification.—The name of the State agency preparing
the note shall appear at the end of the note, and the original copy
of the note shall carry the signature of a responsible official of the
agency.

“(5) Form of Note.—The note shall be prepared in quadrupli-
cate, shall be factual in nature, as concise as may be, and shall if
possible provide a reliable estimate in dollars. If, after careful
investigation, the State agency concludes that no dollar estimate
can be provided, the note shall contain a statement to that effect
setting forth precisely why such dollar estimates cannot be given.

“(6) Time Limit for Note.—Each State agency shall be given 5
working days from the date on which the proposed measure is
received to prepare the note, but the Department of Administra-
tion may extend such period to not more than 15 working days if
the proposal necessitates extended research.

“(7) Proposals Used for Official Purposes Only.—The State
agencies are requested to utilize the proposals submitted to them
for official purposes only.
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“(8) Procedure. —(a) The preliminary determination of whether
the measure requires a Fiscal Note shall be made by the Legislative
Reference Library (Legislative Reference Bureau) which shall
indicate that a measure requires a Fiscal Note by stamping the
letters “FN” prominently on the jacket. The Department of
Administration may review this determination.

“(b) No jacket on which the FN symbol has been defaced shall
be accepted for introduction. If the original decision by the
Reference Library (Legislative Reference Bureau) that the
measure requires a Fiscal Note is reversed, upon consultation with
the requestor, a new jacket shall be prepared omitting the FN
symbol. If a measure which requires a Fiscal Note, is not processed
by the Reference Library (Legislative Reference Bureau), the
Chief Clerk of the House of origin shall affix the FN stamp.

“(c) After a measure has been drafted, reviewed and approved
by the requestor, and before it is jacketed, the Legislative Refer-
ence Library (Legislative Reference Bureau) shall inform the
requestor if a Fiscal Note is required. If the requestor so directs, the
Library (Bureau) shall promptly submit such measure to the
Department of Administration for a Fiscal Note. If the requestor
desires to introduce the measure without the Fiscal Note, he may
do so, but when the proposal is introduced, if it requires a Fiscal
Note the Chief Clerk of the House of origin shall promptly extract
one copy of the proposal and submit them to the Department of
Administration for a Fiscal Note keeping a record of the date on
which each measure is thus submitted and its number

...

“(d) The Department of Administration shall promptly review
each measure, determine the agency to which it shall be submitted
for a Fiscal Note, and forward the proposal to such agency, keeping
a record of the date of submission and the number of the measure.

“(e) The State agency shall prepare the note in quadruplicate,
and return it and the proposal within 5 working days to the
Department of Administration unless the Department of Adminis-
tration extends the period for the preparation of the note. The
Department of Administration shall notify each State agency of
measures not returned within the deadline.

“(/) The Department of Administration shall return all
measures and their accompanying notes to the Legislative Refer-
ence Library (Legislative Reference Bureau ) or the Chief Clerk
promptly, retaining one copy of the note for their files.
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“(g) If the Fiscal Note is procured before the measure is
introduced the Legislative Reference Library (Legislative Refer-
ence Bureau) shall then submit a copy of the note to the requestor.
If the requestor desires to introduce the measure, the Reference
Library (Reference Bureau) shall attach a copy of the note to the
printer’s copy of the measure, and prepare the measure for intro-
duction. In this case the Fiscal Note, or if the Fiscal Note is
procured by the Chief Clerk, the words “see Fiscal Note next page”
shall be printed at the end of the measure. If the Fiscal Note is
procured by the Chief Clerk the original, signed copy of the note
and all copies shall be inserted in the jacket by the Chief Clerk who
shall forthwith cause the Fiscal Note to be printed as are Amend-
ments

“(h) Measures requiring Fiscal Notes shall not be engrossed by
either House prior to the receipt of the Fiscal Note and the Fiscal
Note shall be read by the Chief Clerk as are titles at least once
before final passage by either House.

“(9) Measures Not Conforming.—Any Member may at any time
that a measure is before the Llouse raise the issue that such
measure requires a Fiscal Note, and if the Presiding Officer
determines that such measure (not having such note) requires a
note, he shall forthwith request the Department of Administration
to secure the requisite note.

“(10) The Jacket of all measures carrying a Fiscal Note shall
have the initials FN clearly stamped on them. (Jt. Res. 7, S.,
1957)

“(11) Whenever an Amendment or Substitute Amendment so
affects a proposal that the original Fiscal Note ceases to be valid,
the Joint Committee on Finance may, on the basis of additional
information, attach to the report on such proposal a statement of
the fiscal effect of the proposal as amended, and such statement
shall be spread on the Journal with the report...”

IV. Memorandum of the Bureau of Management Regarding
the Form of Fiscal Notes.

It is the purpose of a fiscal note to enable the legislator to cast an
informed vote on the proposal to which the note pertains. To do
this, the fiscal note should give an indication as to how the
particular result was reached. For instance, do not say “this
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proposal has no fiscal effect” if what you mean is “our agency can
absorb the cost of this program within the present budget, because
this program can be administered by one typist working half time.”
Or, do not say “this proposal neither increases nor decreases state
revenues” when, in reality, the proposal reduces income tax rev-
enues by $4 million but this revenue loss is expected to be nullified
by a 84 million increase in sales tax revenue.

There may be instances in which a proposal is submitted to you
and you conclude that the proposal does not need a fiscal note.
When that happens, please prepare a very short memorandum
setting forth the reasons for your conclusion.

1. The fiscal note consists of 2 parts; the work sheet and the
fiscal note form. Fill out the work sheet in triplicate and the fiscal
note form in quadruplicate. The wT ork sheet will be filed in the
jacket and the fiscal note will be attached to the proposal and
printed at the end of it when introduced.

2. The rules permit only “5 working days” for the preparation of
a fiscal note. If you need more time, you may get an extension from
the Bureau of Management but in no case do you have “more than
15 working days” for the preparation of the note. If you are
granted an extension beyond the initial 5-day period by the Bureau
of Management, please remind them to notify the Legislative
Reference Bureau that this extension was granted. This will
eliminate a lot of unnecessary inquiries.

3. Fill out the work sheet for fiscal notes as follows:
(a) Fill in all areas indicated on the form. If item is not

pertinent write in “none” or “0”. Show both the biennial amount
and the distribution to each fiscal year of the biennium, and check
each pertinent item to show whether increase or decrease. Show
decreases by minus sign preceding negative amounts.

(6) Show appropriation section and subsection affected
(c) Show state fund affected.
(d) Explain estimates. Make explanations as brief and as concise

as possible without eliminating essential information.
( e ) Explain long-range effects, if any.
(/) Make your estimates as objective as you can and attempt to

eliminate any personal prejudice. Be prepared to substantiate your
estimates with underlying data and with work sheets you may have
developed in arriving at the figures submitted.
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( g) The line requesting information on which the estimate is
based, i.e. original estimate, substitute amendment, budget bill, is
for the purpose of determining how the legislative proposal affects
the overall fiscal determinations which have been made to that
point in time. This information is not always readily available to
the agencies. Therefore, the budget analysts in the Department of
Administration will complete that part of the fiscal note work sheet
when it is returned from the agency.

4. Fill out the fiscal note form in quadruplicate.—This should be
a short, concise statement of the fiscal effect of the proposal. It
should be factual. There are 4 general types of fiscal notes.
Following are some hypothetical examples of each:

(a) Fiscal note increasing the revenues of the state.
“This proposal would raise the resident fishing license to $4.

With approximately 700,000 licenses issued each year, the proposal
would increase the revenue of the state about $1,400,000 less any
decline in the number of licenses caused by the increased cost.
There would be no appreciable increase in the cost of administra-
tion.”

(6) Fiscal note increasing the cost of state government.
“This proposal would require that copies of the current statutes

be furnished free to every public library having a circulating
collection of 5,000 or more books. There are 311 such libraries in
Wisconsin. The statutes cost $24 plus 43 cents shipping charges.
The cost of the project would therefore be 311 times $24.43 or
$7,598.”

(c) Fiscal note increasing both the costs of government and the
revenues.

“This proposal would establish a system of licensing radio and
TV announcers. An estimated 692 announcers would pay $lO a
year or $6,920. It is estimated that the total expenses of the board
of examiners, a clerk 111 and a clerk I to administer the program
would cost $8,760 a year with an initial outlay of $1,240 for
equipping the agency.”

(d) Fiscal note in which no dollar amount can be given.
“This proposal would require the tax department to set and

maintain a valuation on all tax-exempt realty. There is no method
of estimating the amount of such property today or the problems of
determining its value. No dollar estimate of the cost can be given,
but it would be a costly project.”
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5. Explanation of method of arriving at result. —If the dollar cost
or revenue of the proposal was arrived at by estimating unit
amounts, indicate the units and the unit costs used.

6. Dollar estimate not possible.—lf after careful investigation,
the agency preparing the fiscal note concludes that no dollar
estimate can be provided, the note should be a statement to that
effect setting forth why no dollar estimate can be given.

7. Note to he factual.—The note should be based on information
contained in the proposal, be factual and informative, yet concise.
It should not concern itself with the proposal as a matter of
policy.

8. Confidential nature of proposal. —Agencies are requested to
keep in strict confidence both the proposal, when submitted for a
fiscal note before introduction of the measure, and the fiscal
estimate. The copy of the proposal submitted to the agency should
be returned to the Bureau of Management, together with the 3
copies of the work sheets and 4 copies of the fiscal notes.

9. Future reference. —Keep on file until the end of the session all
data you work up because other similar proposals may be forth-
coming.

10. Memoranda.-—lf you discover mechanical defects in the
proposal which you feel should be called to the attention of the
requestor, please submit them in triplicate as a separate memo-
randum. Do not discuss the policy issue in such memorandum.

11. When no fiscal note required. —lf you conclude that the
proposal does not require a fiscal note, please indicate this fact in a
memorandum setting forth why you concluded this.

12. Signature.—Both the original of the work sheet and fiscal
note should be signed by the person responsible for fiscal notes.

13. On the last 2 pages you will find sample copies of the fiscal
note work sheet and the fiscal note. The department of administra-
tion will furnish copies for your use.

V. Use of Memoranda When There are Defects in the
Proposal.

Regardless of the ability of the draftsmen, proposals will be
drafted occasionally which are unclear or have some technical
defects which the agency preparing the fiscal note will detect. In
these cases the following procedure should be used.
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If the proposal is so vague that its intent cannot be determined,
no fiscal note should be prepared, but a memorandum should be
substituted which points out the vagueness which needs correc-
tion.

If the proposal is adequate to permit a fiscal note, but contains a
weakness which should be corrected and which does not affect its
fiscal effect, the fiscal note should be prepared and a separate
memorandum submitted pointing out the defect. This memo-
randum will be forwarded to the requestor for his consideration. . . .

1. The proposals submitted to departments for fiscal notes before
actual introduction are confidential—The origin of the proposal is
not disclosed, and agencies are cautioned to confine the disclosure
of contents of the proposals only to those who are concerned with
the preparation of the fiscal note. Such proposals are identified by
an LRB number. If they have been introduced, they are identified
by bill or resolution number.

2. Fiscal effect is sole objective.—The task of the agency to
which the proposal is sent is to prepare a fiscal note, not to set forth
its comments on the proposal. It is suggested that the note give no
hint as to the attitude of the agency toward the substance of the
proposal.

3. Comments on technical weaknesses in proposal.—ln order
that the proposal will be as perfect as possible, it is proper for the
agency to point out technical weaknesses in the proposal which, if
corrected, would improve the proposal. This material, however,
should be submitted as a separate memorandum and not be
contained in the fiscal note. These comments shall be reported in
triplicate so that the requestor and draftsman get copies and one
remains in the bill drafting file.

4. Omission of dollar estimates.—When a proposal is such that
no dollar estimates can be given, the reason should be listed. List
the unknowns which preclude a dollar estimate.

5. Long-range effect.—When the fiscal note is geared primarily to
the immediate effects of the proposal, the author of the fiscal note
may with propriety indicate the cumulative long-range effect if
such effect is known.

VI. Some Precautions Regarding Fiscal Notes.
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6. Delegate task to specific unit or person.—ln some cases a fiscal
note was delayed because it was directed to the agency head who
had not authorized anyone to act in his absence. The result was
that no action took place until the head returned, and by then the
request may have been deep in the file of unfinished business.

7. Consider all aspects of the problem.-—ln some cases proposals
were returned with statements that they had no fiscal effect when it
was apparent that there were obvious administrative costs, costs
because of the application of the proposal to state employees as
well as private employes, and other less direct fiscal effects on the
state. Some thought should be given to the ramifications of the
proposal.

8. Reasons for no fiscal note.—If the agency concludes that the
measure does not affect the revenues or expenditures of the state,
the reply should indicate briefly why this is true.

9. Program revenue support.—If a proposal incorporates a task
and a continuing source of revenue to pay for the task, some
agencies have assumed that the state bears no burden. Even though
the costs of a proposal may he borne by license fees, etc., this is a
cost, and such costs should he reported along with the fact that
they will be paid from a specific source of revenue.

10. Absorbing costs.—ln some cases the same agency has
reported a series of proposals in which it has stated that no one of
them will necessitate any increased appropriation. It is obvious
that an agency can absorb some additional work, but some note
should ultimately be made that this cannot go on forever. Even
when the cost can he absorbed, the estimate of expense should be
given, if possible.

11. Additional fiscal notes.—In a few cases proposals on which
fiscal notes are prepared are revised because of the note and
subsequent drafts, to which the original fiscal note is not appli-
cable, prepared before introduction. In these cases new fiscal notes
are required. The agency preparing the note should identify it not
only by the LRB request number which appears in the upper right-
hand corner of the draft but also, from series of letters following it,
the number of the draft, so that we can determine the precise draft
to which the note applies. Sample:Lßß-149 TF;jm:2. On your
work sheet, you would insert “149” as the “LRB No.” and “2” as
the “Draft No.”.



HOUSE No. 4895. [Apr.102
«

�

»

m

12. Blank appropriations. —lf a proposal contains a blank for an
appropriation, every effort should be made to provide a figure
which may be inserted.

13. Appropriations required. —lf the proposal will entail addi-
tional costs, the fiscal note should contain the best dollar estimate
of the costs involved regardless of where the money comes from.

FISCAL NOTE
(Submit 4 copies)

Draft)LRB (

Explain in a clear, concise manner what effect this measure will have on the
costs and revenues of state government.

FISCAL NOTE TO S A.

Da^e Authorized RepresentativeAgency
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FISCAL NOTE WORKSHEET
(Submit 3 copies)

Ch. 20, SecSubject

Source of Revenue: | General Purposi

Budget BillEstimate Based on: LJOriginal Estimate □.Sub. Amendment

If more than one appropriation is involved, show over-all effect
but in item 3 show breakdown by fiscal year and biennium.

:d ReprcsentativAuthorizeA genet/Date

in items 1 and 2,

3. Explanation of Above Estimate (Including Long-range Effect




