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The Unfunded Mandates Reform Act (UMRA) is now in its second 
decade.  Although less than a dozen mandates have been enacted that 
exceed the threshold established in UMRA, Congress has shifted at least 
$100 billion in costs to states over the past four years. States face at 
least an additional $26 billion in cost shifts in FY 2008 through new 
conditions of grant aid and reductions in appropriations for existing 
state-federal partnerships. This does not include the $11 billion states 
will need over the next five years to implement the Real ID Act.    
 
Introduction 
 
This edition of the Mandate Monitor reports on the legislation in the 
110th Congress which imposes an unfunded mandate upon the states and 
that has been reviewed by the Congressional Budget Office (CBO).  
 
Since the last edition of the Mandate Monitor, the 110th Congress has 
increased the federal minimum wage, attempted to expand the “official 
purpose” of the Real ID and proposed additional conditions on state 
grant assistance for higher education; and the cost implications to the 
states are significant.  
 
Of the bills reviewed by CBO, three exceed the threshold established 
under UMRA ($66 million in 2007, adjusted annually for inflation)—the 
Surface Transportation and Rail Security Act of 2007 (H.R. 1401), 
Healthy Families Act (S. 910), the Social Security Number Privacy and 
Identify Theft Prevention Act of 2007 (H.R. 3046) and the Fair 
Minimum Wage Act of 2007 (H.R. 2), with the latter being enacted.  
 
In addition, Congress and the administration continue to underfund state-
federal partnerships, such as No Child Left Behind and the Individuals 
with Disabilities Education Act, the State Homeland Security Grant 
Program and impose additional unfunded mandates upon the states, such 
as the Real ID Act (see Table 1).     
 
On the Horizon: States officials should be aware of the impending cost 
shifts and mandates that will likely be discussed in 110th Congress in the 
coming months, including: the reauthorization of No Child Left Behind, 
the extension of the Internet Tax Moratorium and imposition of new 
requirements under the Help America Vote Act.  
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Increase to the Federal Minimum Wage 
In May, the President signed into law the U.S. Troop Readiness, Veterans' Care, Katrina 
Recovery, and Iraq Accountability Appropriations Act of 2007 (Act) (P.L. 110-28), which 
incrementally increases the federal minimum wage to $7.25 per hour. The law mandates that 
states increase their wages to coincide with the federal standards. While the CBO did not 
review the Act, CBO did review a similar increase contained in the Fair Minimum Wage Act 
of 2007 (H.R. 2). CBO estimated an incremental increase to the federal minimum wage will 
cost states $100 million in 2008, $200 million in 2009, and $300 million in 2010 and 2011.a 

Real ID Act 
Under the Real ID Act (contained in P.L. 109-13), states are required to implement new 
federal standards for the issuance of driver’s licenses (DL) and identification cards (ID) by 
May 11, 2008, or the federal government will not recognize the state’s DL/ID for “official 
purposes.” As the May 2008 deadline approaches, Congress has only provided $40 million to 
assist states with the implementation of the Real ID.b Of the $40 million appropriated in 2006 
for the implementation of the Real ID, approximately $30 million will be made available to 
states through a competitive grant program to assist states with the implementation of the 
Real ID. c 

On June 15, the U.S. House adopted the Department of Homeland Security Appropriations 
Act for FY 2008 (H.R. 2638), which provides states only an additional $50 million for 
implementation of the Real ID. On July 26, the Senate adopted the Department of Homeland 
Security Appropriations for FY 2008 (Sub. H.R. 2638), which fails to provide any funds for 
state implementation of the Real ID. 

The $50 million proposed in the House version of the Department of Homeland Security 
Appropriations Act for FY 2008 and the $30 million made available under the DHS 
competitive grant program falls well short of the anticipated costs of the state implementation 
of the Real ID.  

According to a study conducted by NCSL, the National Governors Association and the 
American Association of Motor Vehicle Administrators, the act will cost states more than 
$11 billion over five years to implement. The Department of Homeland Security (DHS) 
estimates the cost of the implementation of the Real ID will exceed $23 billion, with state 
costs between $11 and $14 billion over ten years.  

 

                                                      
a Congressional Budget Office, H.R. 2, Fair Minimum Wage Act of 2007, (Washington, D.C.: CBO,  
January 11, 2007). 
b The funds are unobligated appropriations from the Department of Homeland Security Appropriations Act 
for FY 2006. 
c As for the remainder of those funds, $3 million went to Kentucky for a pilot program, $4 million is 
proposed to go to Kentucky, which will in turn provide grants up to $75,000 to states assist them to connect 
to the Electronic Verification of Vital Events (EVVE) system, and over $1 million is proposed to go to the 
Federal Emergency Management Agency (FEMA) for grant administration. 
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Comprehensive Immigration Reform  
In June, the Senate debated the Comprehensive Immigration Reform Act of 2007 (S. 1348), 
which contained several significant cost shifts for the states. Under a substitute amendment 
offered on the Senate floor (SA. 1150), employers, including state and local governments, 
would be required to verify legal status and employment authorization of their employees 
with a Real ID driver’s license or identification card, or U.S. passport and, thereby, expand 
the “official purpose” of the Real ID. 

Under current law, the Real ID Act defines “official purpose” as including, but not limited to, 
accessing federal facilities, boarding federally regulated commercial aircraft, entering nuclear 
power plants and any other purposes that the Secretary shall determine.  The draft regulations 
issued by DHS proposed to limit the “official purpose” to the three purposes listed in the 
public law.  While the measure was ultimately pulled from the floor, a similar expansion of 
the Real ID’s “official purpose” will likely reappear.  

While CBO did not consider the expansion of the use of the Real ID as an intergovernmental 
mandate, they did consider the new employment verification requirements as an 
intergovernmental mandate.  CBO was not able to determine the cost, however, since the cost 
of employment verification would depend upon regulations to be developed by DHS. CBO 
did not expect the cost of the intergovernmental mandate to exceed the threshold established 
under UMRA ($66 million in 2007).d   

The legislation would also shift additional costs to the states by expanding eligibility of 
several public services.  In particular, state would face costs due to an expansion of the 
Medicaid program, which would increase state spending by $3.0 billion between 2008 and 
2017.e   Under UMRA, states are usually considered to have the flexibility to adapt their 
program—change eligibility, eliminate options services—to absorb the cost of any changes in 
the Medicaid program.  As a result, CBO does not consider this an intergovernmental 
mandate. 

In addition, CBO estimated increased costs associated with states providing healthcare and 
education to new citizens, which may be partially offset by various fees authorized under the 
legislation.  

Healthy Families Act  
Under the Healthy Families Act (S. 910), all employers, with 15 or more employees, are 
required to provide paid sick leave for their employees and provide additional information to 
employees regarding paid sick leave benefits. CBO estimates that the costs to state, local, and 
tribal governments would total about $190 million in 2009 and $1.4 billion over the 2009-
2013 period.f The legislation remains in committee.  

                                                      
d Congressional Budget Office, S. 1348, Comprehensive Immigration Reform Act of 2007, (Washington, 
D.C.: CBO,  June 22, 2007). 
e Congressional Budget Office, S. 1348, Comprehensive Immigration Reform Act of 2007, (Washington, 
D.C.: CBO,  June 22, 2007). 
f Congressional Budget Office, S. 910, Healthy Families Act, (Washington, D.C.: CBO,  May 21, 2007). 
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Mental Health Parity Act 
In April, the Senate Committee on Health, Labor, Education and Pensions reported the 
Mental Health Parity Act of 2007 (S. 558). S.558 would require equal treatment of mental 
health insurance benefits and surgical/medical benefits for entities that employ more than 50 
people. According to CBO, the legislation would result in higher premiums for state 
employers, due to increased coverage requirements by private insurance companies, which 
are subsequently passed-on by the insurance company, though such a cost shift would not 
qualify as an intergovernmental mandate under UMRA.  

Because approximately one-third of state employees are enrolled in fully insured health plans 
and are unable to opt-out of the requirements of the legislation, CBO estimates that the 
legislation would cost states $100 million in 2009, with costs increasing to $155 million in 
2012.g The legislation would also apply to Medicaid programs, and would increase state 
spending by $210 million between 2008 and 2012.h   
 
College Cost Reduction Act of 2007 
In June, the House Committee on Education and Labor approved the College Cost Reduction 
Act of 2007 (H.R. 2669). That version of the bill required states to maintain state funds for 
public institutions of higher education based upon the most recent five year average. 
Notwithstanding a waiver by the Secretary of Education, states that failed to maintain current 
funding levels for the schools would lose all funds provided under the Leveraging 
Educational Assistance Partnership (LEAP) Programi. The provision, which was vehemently 
opposed by NCSL, was removed from the bill during consideration on the House floor. The 
Senate version of the bill does not include such a provision. The legislation will be forwarded 
to conference to resolve the differences between the House and Senate versions of the bill.  

Data and Information Security 
During the 110th Congress, a number of bills have been reported by House and Senate 
committees which mandate states to safeguard and, in some cases, notify persons of a 
security breach or disclosure of their personal information, such as a disclosure of Social 
Security numbers, including: the Personal Data Privacy and Security Act of 2007 (S. 495),  
Identity Theft Protection Act (S. 1178),  Notification of Risk to Personal Data Act of 2007 
(S. 239), and the  Social Security Number Privacy and Identity Theft Prevention Act of 2007 
(H.R. 3046).  

Under the Social Security Number Privacy and Identity Theft Prevention Act of 2007 (H.R. 
3046), states use of social security numbers would be restricted. While the legislation is not 

                                                      

g The CBO estimate assumes that state employers would shift 25 percent of the cost increase onto their 
employees. Congressional Budget Office, S. 558, Mental Health Parity Act of 2007, (Washington, D.C.: 
CBO,  March 20, 2007). 

h Congressional Budget Office, S. 558, Mental Health Parity Act of 2007, (Washington, D.C.: CBO,  
March 20, 2007). 

i The LEAP Program provides grants to states to assist them in providing need-based grants and community 
service work-study assistance to eligible postsecondary students. 
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retroactive, most states still use social security numbers. In addition, the legislation would 
require states to implement security procedures to limit employee access to stored social 
security numbers in order to protect against unauthorized access.  CBO estimates that the 
mandate would exceed the UMRA threshold ($62 million for 2005 and $64 million for 2006, 
adjusted annually for inflation) in one of the first five years after enactment.j   

Transportation Security 

In March, the U.S. House passed the Surface Transportation and Rail Security Act of 2007 
(H.R. 1401). Under the legislation, rail carriers are required to implement various security 
measures and vulnerability assessments, and institute training programs and background 
checks for certain employees. While CBO was unable to estimate the impact upon state and 
local agencies, CBO expects the costs associated with the legislation to exceed the UMRA 
threshold ($62 million for 2005and $64 million for 2006, adjusted annually for inflation) in 
one of the first five years after enactment.k 

 

Table 1. 

110th Congress: Laws Enacted Containing Cost Shifts to States 

H. J. Res. 20— Continuing Appropriations Resolution FY 2007—provides level funds for the 
homeland security grant programs; underfunds federal commitments to No Child Left Behind and 
the Individuals with Disabilities Education Act.    
Enacted: 2/15/2007 (P.L. 110-5)   

H.R. 1— Implementing the 9/11 Commission Recommendations Act of 2007— reduces the 
state minimums provided under the State Homeland Security Grant Program; provides the 
privacy officer of the Department of Homeland Security with certain subpoena power, which may 
require state, local and tribal governments to provide testimony, documents or other evidence. 
Enacted: 8/3/2007 (P.L. 110-53)   

H.R. 2206— U.S. Troop Readiness, Veterans' Care, Katrina Recovery, and Iraq Accountability 
Appropriations Act of 2007—  incrementally increases the federal minimum wage to $7.25 per 
hour. 
Enacted: 5/25/2007 (P.L. 110-28) 

                                                      

j Congressional Budget Office, H.R. 3046, Social Security Number Privacy and Identity Theft Prevention 
Act of 2007, (Washington, D.C.: CBO,  July 30, 2007). 

k Congressional Budget Office, H.R. 1401, Surface Transportation and Rail Security Act of 2007, 
(Washington, D.C.: CBO,  March 21, 2007). 
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1 $62 million for 2005and $64 million for 2006, adjusted annually for inflation. 
2 Congressional Budget Office, S. 311, A bill to amend the Horse Protection Act, (Washington, D.C.: CBO,  May 
29, 2007). 
3 Ibid.  
4 Congressional Budget Office, H.R. 2419, Farm, Nutrition, and Bioenergy Act of 2007, (Washington, D.C.: CBO,  
July 24, 2007). 
5 Congressional Budget Office, H.R. 1680, Secure Handling of Ammonium Nitrate Act of 2007, (Washington, D.C.: 
CBO,  May 21, 2007). 
6 See Congressional Budget Office, H.R. 2, Fair Minimum Wage Act of 2007, (Washington, D.C.: CBO,  January 
11, 2007). 
7 Congressional Budget Office, H.R. 698, Industrial Bank Holding Company Act of 2007, (Washington, D.C.: CBO,  
May 15, 2007). 
8 Congressional Budget Office, H.R. 2389, Small Energy Efficient Businesses Act, (Washington, D.C.: CBO,  July 
20, 2007). 
9 Ibid.  
10 Congressional Budget Office, S. 558, Mental Health Parity Act of 2007, (Washington, D.C.: CBO,  March 20, 
2007). 
11 Ibid.  
12 Congressional Budget Office, H.R. 518, International Solid Waste Importation and Management Act of 2007, 
(Washington, D.C.: CBO,  March 28, 2007). 
13 Ibid.  
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