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BILL SUMMARY

• Authorizes the Auditor of State to declare a fiscal watch when the
projected fiscal year-end deficit of a municipal corporation, county, or
township exceeds 1/12th of its general fund revenue from the preceding
fiscal year.

CONTENT AND OPERATION

Current law

The Local Government Fiscal Emergencies Law provides for a township,
county, or municipal corporation to be monitored by a special commission if the
Auditor of State determines it to be in a fiscal emergency, until that local
government is determined to no longer be in the fiscal emergency.  The intent
expressed in the Law is to establish ".  . . procedures, provide powers, and impose
restrictions to assure fiscal integrity . . . while leaving principal responsibility for
the conduct of the affairs of a municipal corporation, county, or township in the
charge of its duly elected officials . . ." (sec. 118.02(B)).

The Law also permits earlier intervention by the Auditor of State before a
local government is in a fiscal emergency and before monitoring by a special
commission, by providing for a "fiscal watch review" to determine whether the
local government is approaching a state of fiscal emergency.  If a municipal
corporation, county, or township is under a "fiscal watch," the Auditor of State
must provide any technical and support services to the local government that the
Auditor of State considers necessary.  The Controlling Board must provide
sufficient funds for any costs that the Auditor of State incurs in determining if a
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fiscal watch exists and for those technical and support services.  (Secs. 118.021,
118.022, and 118.023.)

A "fiscal watch review" is initiated by a written request to the Auditor of
State from the mayor or, when authorized by a majority of the members of the
legislative authority, the presiding officer of the legislative authority of a
municipal corporation; the board of county commissioners of a county; or the
board of township trustees of a township.  The Auditor of State, acting
independently, also may initiate a fiscal watch review.  (Sec. 118.021.)

The Auditor of State can declare a fiscal watch if any of the following
conditions exists (sec. 118.022(A)):

(1)  The difference between (a) all accounts that were due and payable from
the general fund at the end of the preceding fiscal year that had been due and
payable for at least 30 days at the end of that fiscal year or to which a penalty was
added for failure to pay by the end of that fiscal year and (b) the year-end balance
in the general fund, exceeded 1/12th of the general fund budget for that year.1

(2)  The difference between (a) all accounts that were due and payable at
the end of the preceding fiscal year from all funds of the local government and that
had been due and payable for at least 30 days at the end of that fiscal year or to
which a penalty was added for failure to pay by the end of that fiscal year and (b)
the year-end balance in the general fund and in the respective special funds
available to pay those accounts, exceeded 1/12th of the available revenues during
the preceding fiscal year (excluding "nonrecurring" receipts) of the general fund
and of all special funds from which those accounts are payable.

(3)  The difference between (a) the aggregate of deficit amounts of all
deficit funds at the end of the preceding fiscal year and (b) the total of any year-
end balance in the general fund and in any special fund that may be transferred
under the Tax Levy Law to meet such a deficit, exceeded 1/12th of the total of (i)
the general fund budget for that year and (ii) the receipts to those deficit funds
during that year other than from transfers from the general fund.

(4)  At the end of the preceding fiscal year, the difference between (a) the
moneys in and marketable investments held for the local government's
unsegregated treasury and (b) all outstanding checks and warrants, was both (i)
less than the sum of the positive balances of the general fund and those special
                                                
1 "Accounts" includes final judgments, fringe benefits payments due and payable,
amounts due and payable to persons and other governmental entities, and any interest or
penalties on those items.  "Accounts due and payable" do not include any accounts that
are being contested in good faith.  (Sec. 118.022(B).)
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funds the purposes of which the unsegregated treasury is held to meet and (ii)
more than 1/12th of the total amount received into the unsegregated treasury
during the preceding fiscal year.

Upon determining that one or more of the conditions listed above are
present, the Auditor of State must issue to the local government and the county
budget commission a written declaration of the existence of a fiscal watch.  The
fiscal watch remains in effect until the Auditor of State determines (1) that none of
the conditions listed above is any longer present and cancels the watch, or (2) that
a state of fiscal emergency exists.  (Sec. 118.023.)

Changes proposed by the bill

The bill adds the following condition to the list of factors that can lead to a
township, county, or municipal corporation entering into a "fiscal watch":  based
on an examination of the financial forecast approved by the local government's
legislative authority, the Auditor of State certifies that the general fund deficit at
the end of the current fiscal year will exceed 1/12th of the general fund revenue
from the preceding fiscal year (sec. 118.022(A)(4)).
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