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The Nationa League of Cities (NLC) Center on Policy and
Research recently published a report on Cities and Sate Fiscal
Structure. The report examines state-loca fiscal structures and the
way in which state fiscal regimes do or do not create afiscal environ-
ment that makes it difficult for municipalities to effectively fund their

NLC Produces Research Report on Cities and State Fiscal Structure

New Edition of Sate Municipal League Saff Guide to NLC Now Available

State Leagues Invited to Explore NLC Pilot Project to Promote Early Literacy through Mayor’s Book
Club Initiative

NLC Observes Gay Pride Month

Twelve State League Staff V olunteers Needed for NLC’s 2008 Congress of Cities

2008 CoC State Municipa League Staff Volunteer Profile Form/Application

AWC Celebrates 75 Y ears of Serving Cities at its 2008 Convention

75" Anniversary Convention Celebrates GMA History

KLC Executive Director SylviaL. Lovely Launches Executive Blog

. Expanded Customer Service Team to Promote Membership and Services of LMA, Risk Management
. New Jersey State League Participates in Broadband Summit

. Changing Telecom Environment Prompts LOC Task Force to Explore Solutions

. Tax Hikes Rare Among States — So Far

own activities -- including those that contribute to economic devel op- Cities & State

ment at the local and regional levels.

The analysisin the report is centered around two critical concepts.
The first concept focuses on state fiscal structures and the extent to
which states restrict the scope of fisca control of municipal govern-
ments. The second concept |ooks at other arenas of state authority that

Fiscal Structure

[imit or expand the fiscal capacity of municipal governments. Within these two concepts, the report
examines five criteria

1. Municipal fiscal authority, which refersto the state granting or not granting access to general taxes,
such as sales, income, and property;

2. Municipal revenue reliance, which is the proportion of total revenues that a municipality generates
from one particular revenue source or from several sources,

3. Municipal revenue capacity, which is the ability of municipalities to control the majority of their
revenues,



4. State aid, which is the amount of state support a municipality receives as a proportion of its total
revenues, and

5. Tax and spending limits, which limit local fiscal autonomy by requiring that local governments tax
or spend according to state regulations.

Christopher Hoene, Director of NLC's Center for Policy and Research, and Michael Pagano, of the
College of Urban Planning and Public Affairs at the University of Illinois at Chicago, are the co-authors
of thisreport. They emphasize that in an analysis of thistype, awide variation will always exist in state-
local fiscal structures, but that despite this wide variation, their analysis attempts some comparison of
state-local fiscal systems across the five criteria noted above.

To access the report on the NL C website (www.nlc.org), please go to the Resour ces For Cities pull-
down menu on the homepage, click on “Research and Analysis,” and, on the Research and Analysis page,
click on “Research Reports.” For questions about the content of the report, please contact Chris Hoene at
hoene@nlc.org, or at (202) 626-3172.

The State Municipal League Saff Guide
to the National League of Cities, which first
made its debut in June 2005, has been up-
dated and is now ready for distribution.
Since the publication of thefirst edition three
years ago, a number of important changes
have occurred in the organization of NLC.
The purpose of this second edition isto
reflect those changes so that state leagues
will be able to better identify which NLC
Centersto contact for information on and
assistance with the programs and services
that NLC provides to its members and to the

leagues.

A copy of the Guide will be sent in July
to each of the state leagues. Also, during the
State Municipa League Staff Workshop in
Denver, Colorado and the State Municipa
L eague Executive Directors Summer Meeting
in Monterey, California, copies of the Guide
will beon display. In afew weeks, accessto
the Guide will also be able available on the

State L eague page of the NLC website, www.nlc.org.

Please direct all inquires on the Guide to Scott Morris at morris@nlc.org or to Lesley-Ann Rennie at
rennie@nlc.org.
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NLC s Institute for Y outh, Education, and Families (Y EF
Institute) is eager to hear from state municipal leagues that
may be interested in a pilot project to promote early literacy
through Mayor’s Book Clubs. Municipal leadersin cities
across the nation, such as Jacksonville, Florida; Charleston,
South Carolina; and Lynchburg, Virginia, are usng Mayor’s
Book Clubs to advance early education in their cities and towns.

Mayor’s Book Clubs encourage parents and caregivers to read to children and foster an environment
where books are available and reading is encouraged. Common components of this strategy include book
drives; partnerships with businesses, libraries, museums, and community groups; city efforts to provide
families with child-friendly resources (such as backpacks with pencils, crayons, bookmarks, activity sheets,
and other materialsinside); information for parents (e.g., school readiness guides, lists of early education
resources in the community, or activities to develop literacy and early learning); connections to city
services for parents; literacy events; and other programs to raise public awareness of the importance of
early literacy efforts (e.g., the mayor reading a book of the month on the local public access channel).

The YEF Institute and the New Jersey State League of Municipalities (NJSLOM) have had early
conversations around joint efforts to help NLC and NJSLOM member cities launch Mayor’s Book Clubs
as an innovative, emerging strategy to enhance early literacy for young children in their communities. If
your state municipal league isinterested in discussing possibilities for collaboration in providing cities with
assistance on Mayor’s Book Clubs or other early literacy initiatives, please contact Michael Karpman of
the Y EF Ingtitute at (202) 626-3072, or at karpman@nlc.org. To learn more about the Institute’ s work on
helping citiesimprove early childhood success and support parents of young children, visit
www.nlc.org/iyef.
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Christopher Dyer (pictured at right), Director of the
Washington, D.C. Mayor’'s Office on Lesbhian, Gay,
Bisexual, and Transgender Affairs (LGBT), spoke to
NLC staff in mid June in observance of Pride Month.
Mr. Dyer said that the D.C. Office of LGBT Affairsis
a permanent, cabinet-level office within the Executive
Office of the Mayor and was established by statute in
2006 to address the important concerns of the
District® leshian, gay, bisexual and transgender
residents. Today, the Office of LGBT Affairs places
D.C. among a select group of cities including Boston,
New York, Chicago, and Los Angeles with offices or
senior officials dedicated to the LGBT community.
Pictured with Mr. Dyer is Neil Bomberg of the NLC
staff, who is a member of NLC's Committee on
Diversity Awareness and Community Involvement,
and who arranged for Mr. Dyer’ s presentation.
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Again thisyear, state leagues are invited to nominate
candidates for state league staff volunteersto augment the NLC
staff at NLC’'s 2008 Congress of Citiesin Orlando, Floridaon
November 11-15. Genera areas of assistance are needed in
NLC headquarters, the NLC press office, the registration and
credentials area, and staffing of workshops and Leadership
Training Institute seminars.

For the first time, twelve (12) positions are available, with
preference given to those states that have not recently provided assistance. A memo to state league
executive directors with the application form will be sent out by e-mail after the July 4™ Holiday Weekend.

See the next page for a staff profile and application form; interested state |eague staff members are
asked to fill out thisform and return it to Ledey-Ann Rennie of the NLC staff by Wednesday, August 13,
2008. Thefax number at NLC is (202) 626-3103.

For volunteers, NLC will provide a hotel room, reimbursement of expenses up to $75 per day to
include meal expenses, complimentary registration, and ticketsto all functionsin which NLC staff
participate. NLC does not pay the cost of travel to and from Orlando.

In addition, state |eague staff volunteers are expected to arrive in Orlando no later than Monday
afternoon, November 10, for a 4:00 p.m. orientation meeting with dinner following, and may leave
Orlando no earlier than Saturday evening, November 15, at the conclusion of the annual business
meeting.

Please contact Lesley-Ann Rennie at (202) 626-3134, or at rennie@nlc.org, with any questions.
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Name: League:

Title: E-Mail:

Briefly describe your job and specific areas of responsibility:

Number of Yearsat L eague:

*kkkkkkkkkkk
Please check the Congress of Cities staffing assignmentsin which you areinterested. Every attempt
will be made to match your assignmentswith your areas of interest.

conferenceregistration and credentials

headquarter s assistance (general administrative assistance in the confer ence staff
headquarters

assisting in the NL C press office
wor kshop assistance
policy committee meetings and policy processes

greeting and badge checking

Please indicate other activities at the Congress of Citiesin which you have an interest (e.g.,
constituency group activities, exhibit/trade show, exhibitor solutionstheaters):

Authorized by (executive director):

Pleasereturn to Ledey-Ann Rennieat NL C by Wednesday, August 13, 2008
Fax: 202-626-3103

Quegtions? Contact Ledey-Ann Rennie at (202) 626-3134 or at rennie@nlc.org.
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The Association of Washington Cities (AWC)
celebrated its 75" Anniversary at its 2008 convention,
held in the City of Yakima, the principal city of central
Washington State, on June 17-20.

Richard M. Munson, AWC President and Mayor of
Spokane Valley, set the stage for the convention in his
message to convention del egates when he said, “We
face many challenges in meeting an ever growing
demand for services whileincreasesin revenue are

unable to keep pace with increasesin costs. This
imbalance demands that we find new ways to increase efficiencies while expanding our ability to partner
with al levels of government and the private sector so we are able to meet our citizens' needs. It'sa
challenge the Association of Washington Cities has embraced for the past 75 years, and it’s a challenge
we will help meet for the next 75 years.”

The Governor’ s Lunch on Wednesday, June 18 was the formal launch of the conference. Mayor Greg
Nickels of Seattle discussed “Cities Role in Impacting Climate Change,” and the Governor of Washing-
ton, Christine Gregoire, was the keynote speaker.

Also, on that Wednesday morning, there was an AWC-related community service project for con-
vention delegates to help restore a wooden walkway on the William O. Douglas Trail. Thistrail was
developed in recognition of Mr. Douglas, both as one of the longest serving U.S. Supreme Court Justices
and as an avid environmentalist.

The exhibit trade show at the AWC Convention was completely sold out, and convention del egates
had quite a variety of exhibit booths to consult on products as varied as lighting products, parks and
playground equipment, and data systems. Communications and engineering companies and law firms
were a so represented at the trade show.

Timely workshops during the convention that were held on issues of interest to AWC member
officials included:

1. Charting thefiscal future of cities and examining how important economic, demographic, and
societal changes are occurring that will impact the fiscal condition of cities -- presented by AWC
Executive Director Stan Finkelstein.

2. Initiating sustainability or Going Green strategies and embracing the idea that these strategies
boost the economic vitality of cities and towns;

3. Ensuring atimely, positive response by state and local governments to natural disasters; and

4. Communicating across the generations and paying attention to the different values, interests, and
needs of multiple generationsin order to avoid the chances of conflict arising during a community
process.

The Nationa League of Cities congratul ates the Association of Washington Cities on the wonderful
occasion of its 75™ Anniversary and on all of its years of service to Washington’s cities and towns.
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Georgiamunicipal officials were treated to entertaining sessions
featuring some of the state and nation’s most lauded policy makers and
commentators at the Georgia Municipal Association’s (GMA) Annual
Convention in Savannah on June 21-24.

2008 ANNUAL CONVENTION

A general session on Monday morning, June 23 on Politics and the
Economy discussed the hidden impact of politics and policy on cities and
featured keynote speaker Donna Brazile of CNN. Immediately following
her commentary, there was a discussion of policy and politicsled by Eric
Johnson, Georgia Senate Pro Tem President. Moderating this discussion on
how cities are affected when policy and palitics collide was Sally Sears,
reporter for WSB-TV in Atlanta.

Other contributors to the Monday morning panel included Georgia House
Minority Leader Dubose Porter, state economist Kenneth Heaghney, Atlanta
Journal-Constitution Deputy Editorial Page Editor Jay Bookman, and former
Hinesville Mayor and Department of Economic Development Board Member
Tom Ratcliffe. The discussion aso included video input from city officias across the state.

“Our goal was to engage both state and local leadership in a discussion that getsto the heart of the
issues cities are facing,” said GMA Executive Director Jim Higdon. “Cities have endured a mgjor attack
on home rule, and it’s important that we exchange ideas openly with our state leadership on how this
affectsus.”

The closing session at on Tuesday afternoon, June 24 contemplated the practica side of governing.
Moderated by Douglasville Mayor Mickey Thompson, the session lead participants through a discussion
surrounding the unique and tough choices city officials face every day in their efforts to provide the
highest level of service and how recent attacks on “home rule” affect city officials.

Panelists included Georgia Senate Rules Committee Chair Don Balfour, Senate Finance Committee
Chair Chip Rogers, Dallas Mayor Boyd Austin, Columbus City Manager Isaiah Hugley, and Gainesville
City Manager Bryan Shuler. They discussed the challenges facing cities from infrastructure to parks and
recreation as well as other factors that influence the practical side of governing.

“We wanted officials to come prepared to give input on how their cities are coping with the
challengesthey are facing,” said Higdon. “ As a callective body we can come up with positive and
proactive solutions that affect a broad spectrum of cities.”

The National League of Cities extends its congratulations to the Georgia Municipal Association on
the wonderful occasion of its 75 years of service to Georgia's cities and towns.



9 : " : % %
" (

The following isfrom a press release issued by the Kentucky League of Cities on Tuesday,
June 17, 2008.

SylviaL. Lovely, Executive Director/CEO of the Kentucky League
of Cities (KLC) and President of the NewCities® Institute, launched an
executive blog in the latter part of June.

Lovely, like many other CEOs and opinion leaders, plansto use
social mediato engage readers around community and civic issues, and
she hopes there will be plenty of posts and feedback. The blog will provide timely content including
trends, comments on issues, persona experiences, and observations.

Lovely isaprolific writer and nationally renowned expert and media commentator on community and
civic issues aswell as aregular media resource quoted on Kentucky’ s legislative landscape. Her opinions
and essays have been published extensively, and she has appeared on CNN and CNBC. Sheisalso the
author of two books, The Little Blue Book of Big Ideas and The Little Red Book of Everyday Heroes, both
of which profile people and projects that are improving communities around the world.

“We hope to build a community of people from all backgrounds and ages who will weigh in on the
future of our communities,” Lovely said. “The purpose of my blog is to share my own observations and,
just asimportant, bring other voicesto issues that affect communities and citizens. Now isacritical time
in our history, and people must do more than sit on the sidelines and complain about government. Citi-
zens need to become involved in the process or at least in the dialogue.”

The blog isaquick link from www.newcities.org and www.klc.org or is viewable at
http://sylvia.newcities.org/

The launch of the blog ushersin a new strategy on the part of Lovely, KLC, and the NewCities
Institute to use social mediato establish relationships and online communities interested in community
building. Issues such as leadership, diversity, local economic development, global connectedness,
sustainability and green issues and generational differences*, aswell as trends and research will be
regularly featured.

For more information or to discuss Sylvia s blog or topics with her, contact Terri Johnson of KLC's
Communications Department at 1-800-876-4556, or at tjohnson@klc.org.

* For more information on the NewCities ® 12 Principles of Community Building go to
WWw.hewcities.org.
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The following article appeared in the June 2008 edition of the Louisiana Municipal
Review, the official monthly publication of the Louisiana Municipal Association.

The Louisiana Municipal Association (LMA)
Executive Board last fall authorized the expansion of the
customer serviceteam as part of an energized effort to
promote the membership and services of both the LMA
and its wholly-owned subsidiary company, Risk
Management, Inc. (RMI).

Joining Lawrence “Football” Badeaux, Mayor of
Roseda e and a customer service representative for RMI sinceits formation in 1987, are threeretired
municipal officials with records of longtime service to their respective municipalities and LMA:

* Joe Sampite, former Mayor of Natchitoches and LMA president in 1986-1987.
» Gerald M. Johnson, former Mayor of DeRidder and LMA president in 1993-1994.

» William A. “Bill” Mulkey, former City Clerk of Winnsboro and Louisiana Municipa Clerks Association
President in 1994-1995.

The LMA Board authorized two appointments, but with the death of H.U. “Mutt” Slaid, longtime
Town Clerk and Mayor of Haynesvillein January of this year, athird appointment was made to complete
the expanded team of customer service representatives. Slaid had represented the RMI customer services
program throughout North Louisiana, while Badeaux covered South Louisiana.

“1 am delighted that we have assembled an outstanding team that will help us increase the visibility of
all of the services and benefits provided to our villages, towns, and cities by the LMA and RMI,” said
LMA President Clarence R. Fields, Mayor of Pineville. “By increasing LMA’svisibility, the LMA
|eadership demonstrates its commitment to encourage our membership’ s participation in the Association
and proactively advocate what has become our mission, ‘the power of membership.’”

“This customer service program gives us a viabl e structure to reach out more effectively and
efficiently to our membership statewide,” said Tom Ed McHugh, LMA Executive Director. “The four
team members, all of them distinguished gentlemen dedicated to public service, will serve asavita
communications link between our LMA and RMI offices and the elected and appointed officials of every
municipality in the state.”

“We look forward to traveling to the villages, towns, and citiesin our respective regions of the state,
and we're excited about promoting the outstanding services of the LMA, RMI, and their associated
entities,” said Joe Sampite, whose region is Northwest Louisiana. “We want to hear your feedback on
these services, and we want to make sure these services meet your needs and be able to report any
deficiencies and your suggestions back to the LMA.”

The customer service team will also supplement the efforts of the LMA’ s district vice presidents and
reinforce LMA’s grassroots |obbying effort by informing all members of the Association’s position on
current legidative issues and urging mayors and municipal officials to build relationships with area

legidlators.
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“It’ simperative that the Association reinvigorate its membership and present a unified voice on dl
issuesin the legislative process,” Mayor Fields noted. “Thiswill help us advocate the retention and
expansion of municipal decision-making authority, and the customer relations team will be a crucia
component of that effort.”

“Thisteam will provide you with information designed to empower and strengthen your roles as
municipal leaders and advocates on behaf of municipal government,” said Jerry Cronin, RMI General
Manager. “In addition, they will be available to assist you with your municipality’ s indemnification needs
and the wealth of servicesthat LMA and RMI provide to every municipal government in Louisiana.”

Each customer service representative will attend every municipality’ s governing body meeting in his
respective region at least once ayear and be available as needed. In addition, they will help generate
suggestions for improving communication processes and provide tips to human-interest stories about
members of the extended LMA family.

Hereis contact information for the LMA/RMI Customer Relations Team:
Mayor Lawrence “Football” Badeaux, serving Southeast L ouisiana, (225) 648-2333.
Joe Sampite, serving Northwest Louisiana, (318) 352-9802.
Gerald Johnson, serving Southwest Louisiana, (337) 463-4767.
Bill Mulkey, serving Northeast Louisiana, (318) 435-6735.

For more information on LMA’s customer service team, contact LMA Executive Director Tom Ed
McHugh at (225) 344-5001, or at tmchugh@!|ma.org.
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The following article appeared in the June 2008 edition of New Jersey Municipalities, the official
monthly publication of the New Jersey Sate League of Municipalities.

By Elizabeth Christopherson, President, Foundation for New Jersey Public Broadcasting, Inc.

On March 11, 2008, New Jersey Network Public
Television welcomed to its Trenton studios nearly 300
thought leaders from avariety of fields, including
mayors and municipal leaders for the New Jersey
Connected Broadband Summit. Hosted by Honorary
Chair Governor Jon S. Corzine and made possible by
more than 25 cosponsors, 10 funders, a Steering
Committee headed by Secretary of State Nina
Mitchell-Wells, and more than 75 volunteers, this was the culmination of many months of planning
intended to:

* |dentify best practices:

* Explore the impact of advancing technology; and

* Discover opportunities for our state.

The day-long series of featured speakers, panel discussions, break-out sessions, and exhibitions
ranged wide in identifying just how dramatically our world has changed by broadband technology and
how five different areas have harnessed it. They include:
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« Education;

» Health care;

» Emergency communications;

 The arts, cultural heritage, and tourism; and

» Economic growth.

It isthat last sector, economic growth, that most deeply involved municipalities and municipal
leaders. Groups of leadersin each sector convened severa times prior to the Summit to frame issues and

identify best practices.

The Economic Growth Sector Group, chaired by New Jersey Chamber of Commerce President Joan
Verplanck, and assisted at every step by New Jersey State L eague Executive Director Bill Dressd,
was composed of leaders from widely diverse fieldsincluding broadband providers, state officials, and
specialistsin economics, technology solutions, and economic development. The breadth of the subject
proved challenging, but from the onset the group saw that there were two distinct, but intertwined arenas:
how technology affects business development and how technology affects the development of municipali-
ties. And while there were significant policy issues, the group focused on potential solutions that could
increase the state’ s competitiveness for business and talent.

It identified a variety of factors affecting economic growth, such as:

* Cost of living;

* Taxes,

* Quality workforce; and

* The regulatory environment.

The group also agreed that the state already possesses extraordinary access to broadband technology,
which isamajor competitive advantage. The challenges of connectivity and user applications remain.
However, the group identified key user groups, including:

* Businesses,

* Municipalities,

 Economic devel opers;

* Policy makers at dl levels;

* The segments of NJ industry that improve quality of life; and

* Those that train and attract a quality workforce.

Finally, the group searched for in-state examples of best practices for a Summit breakout session.
Again the New Jersey State League worked closely with the New Jersey Chamber of Commerce and the
New Jersey Cable Telecommunications Association to find four very different stories.

Dunn & Bradstreet --Total Transformation: Tracking over 130 million businesses, with
voluminous data that has an increasingly short half-life on which creditors and investors need to make
decisions, Dunn & Bradstreet found that technology was the only growth solution. In five years, it went
from a business that distributed information to a completely digital and virtual one that amassesit and
makes it accessible electronically. Today 95% of its businessisinternet traffic. Sales and stock values
have soared. Theworkforceisglobal, and the businessis 24/7: total transformation.

3D Newark -- Visionary Planning: NJIT’ s graphics/imaging project can render actual landscapes
and designsin 3 dimension and modul ate and animate them with actual data. Itsrealism, factuality, and
ability to enable peopleto clearly see the impact of change are huge advantages in attracting business,
testing ideas, and gathering public input. Asit was pointed out, technology can actualy humanize the
process, harmonize divergence, and enable truly smart growth.
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Glassboro Development -- Collabor ation: The City of Glassboro’s collaboration with the local
school system and Rowan University has created a telecommunications hub. By installing a dark fiber
ring around the township, as well as more hardware and updated software, it has unified school buildings,
connected city offices, and enabled more integrated planning. It has brought tremendous efficiencies and
savings and has increased purchasing power because al parties now use the same platform for websites,
telephones, internet access, and much more.

Technology Can Heal: Finally came the moving story of how integrated fiber-optic technology for
Holy Name Hospital has given healthcare providers and patients on-site and remote access to diagnostic
and other data at 15 times the speed of the past. It has reduced costs, increased reliability, and minimized
downtime. More than that, it has made healthcare more humane by improving communication between
patients and their physicians. Asthe head of radiology said, in describing thisas amiracle, “ Speed islife.”

The New Jersey Connected Broadband Summit was filled with information, inspiration, and best
practicein al five fields we explored. The plenary session speakers, including Governor Corzine, were
astonishing, the panels engaging, and the exhibitions eye-opening. Ahead lays a web-based toolkit for
others across the nation to learn what a broadband summit can be and continued exploration of al themes.
We invite you to seeit all and join in by visiting www.njn.net where you can find everything that hap-
pened that day.
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The following article appeared in the June 2008 edition of LOCAL FOCUS, the official monthly
publication of the League of Oregon Cities.

The rapid evolution of technology has led to a profound trans-
formation of the telecommunications industry, both in how it
operates and how it interacts with local governments. For most of
the telecommunications industry, local regulation is limited to access
to public rights-of-way and compensation for that access. The
franchising of telecommunications providers, as the means by which
cities have historically managed the rights-of-way, is becoming
obsolete because it has not kept pace with changes in technology.
This has led to increasing threats to city rights-of-way, franchise and
taxing authority, and atroubling trend of declining telecommunica
tions revenues. If left unaddressed, this trend will likely result in

harmful consequencesto the level of services and quality of life both citizens and businesses not only
expect, but demand.

To address the challenges presented by the rapid evolution of technology, in November of 2007 the
League of Oregon Cities (LOC) initiated a Telecommunications Task Force comprised of city officials
from across the state. The task force was presented with the ambitious task of finding away to protect
city rights-of-way authority and preserve a critical revenue stream. The members were asked to focus on
identifying and assessing technical solutions viable for all Oregon communities.

THE ANALYSIS

Telecommuni cations companies, which historically provided only land-line based tel ephone services,
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now provide wireless telephone, video services similar to television, and Internet access. Similarly, cable
television companies are providing voice and data services. While these services had been managed
under separate regulatory frameworks in the past, each company now has the capability to provide all
services. Add to this, one of the most significant changes -- the shift from traditional land-line telephone
servicesto wireless based services. 1n 2000, there were more telephone land-line based servicesin
Oregon than wireless. By 2007, the numbers had reversed, and wirel ess tel ephones became the leading
communication device. Asearly as 2010, wireless subscribers could outnumber landlines 2 to 1.

The predominant system of franchising telecommunications providersin Oregon istied to the
physical presence of facilitiesin the rights-of-way. It does not recognize new technologies or the
significant changes in how facilities in the public rights-of-way are related to the delivery of services.
Asthe customer base shifts from traditional land-line based servicesthat pay afranchise fee or privilege
tax, to wireless based services and technologies that can operate without a franchise, compensation for
rights-of-way use is decreasing. At the same time, cities are seeing resistance to local franchising
regulations and fees from corporate users of the rights-of-way.

Although city home rule authority to manage use of the public rights-of-way and to receive
compensation for their use has been consistently and uniformly upheld by the courts, local authority
is challenged at every turn. Unrelenting attempts by industry on the federal, state, and local levelsto
eliminate or restrict existing franchise, rights-of-way, and taxing authority is evident in legislation,
litigation, and local referrals.

THE SOLUTION

Presented with the challenge of finding away to protect city rights-of-way authority and preserve a
critical revenue stream, the task force considered options ranging from retaining the current franchised
based system to wholesale change, and established principles from which to evaluate those options.

The task force concluded that the continued threat to city rights-of-way authority and erosion of
revenues requires the consideration of a paradigm shift in how cities approach the question of utility use
of the rights-of-way to ensure that the rel ationship between cities and the telecommunications industry
keeps pace with the rapid transformation of the industry itself.

The consensus recommendation of the task force isto move to an alternative revenue system for
telecommunications providers. Under a new system, cities would retain the authority to manage the
rights-of -way and receive cost recovery based fees, but the financial element of existing franchise
agreements would be replaced with a new mechanism, which would create one uniform statewide rate
based on a percentage of gross revenues. The rate would be the same for all cities, recognizing the right
of those cities that have already moved to a new revenue system to retain their choice. A fundamental
consideration of the task forcein evaluating a new system is that cities as awhole and individually should
not lose revenues, or receive windfall gains. Total revenue should be kept generally neutral, with the
sources for that revenue spread among all telecommunications providers. The new system also envisions
including counties by providing them with new authority to receive telecommunications revenues.

By bringing all telecommunications providers into the same regulatory structure, creating a statewide
rate assures fairness, simplicity, and uniformity, regardless of how those providers deliver their services.
It isessentia that the system capture new technol ogies and become as technol ogically independent as
possible. This system would enable cities to adapt to a changing future and alow for growth as loca
economies and uses of technology expand.
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The League of Oregon Cities will be working to educate cities, legidators, and key stakeholders about
this critical issue to ensure that moving forward, the financial health of citiesis preserved while protecting
the fundamental authority of cities to manage the public-rights-of-way.

If you would like more information about what this means for your city, or the work of the
Telecommunications Task Force, visit the League's Web site at www.orcities.org or contact LOC's
Andrea Fogue at (503)588-6550 or af ogue@orcities.org.
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By Pamela M. Prah, Stateline.org Staff Writer

Mogt states are holding off raising taxesto patch holesin their 2009 budgets, but if
you live in Maryland, Minnesota, Maine and New Y ork, you're out of luck.

At least 30 states so far have cobbled together budgets for the 2009 fiscal year that begins
July 1 in most states. Many borrowed money, tapped their reserves or cut programs --
anything to avoid raising taxes particularly in an election year that includes 11 gubernatorial
contests and legidative racesin 44 states.

“Most states work extremely hard to avoid the politically explosive tactic of raising
taxes,” said Sujit CanagaRetna, a budget expert with the Council of State Governments (CSG).

While new data to be released later this month suggest that overal state tax collections for the first
nine months of the current fiscal year are up modestly, in many states the growth is not enough to keep
pace with spending, said Robert B. Ward, Director of Fiscal Studies at the Nelson A. Rockefeller Institute
of Government, the public-policy research arm of the State University of New Y ork.

Eight states are showing actual declinesin overall tax revenues for the July 2007 through March 2008
period -- Rhode Island, Florida, Mississippi, South Carolina, Arizona, Oklahoma, Nevada, and Oregon.
“The experience that states had through the first nine months of this year, of course, has alot to do with
how well or poorly they are positioned for the coming fiscal year,” Ward said.

A handful of states have risked the ire of voters by digging deeper into residents’ pockets to keep the
revenue flowing and balance 2009 budgets. Consider:

Minnesota drivers will pay 8.5 cents more for every gallon of gasthey put in their car, thanksto a
higher state gas tax.

New Y ork smokerswill pay an extra $1.25 on each pack of cigarettes now that state lawmakers
raised the state tax to $2.75 a pack, the highest in the country.

Marylanders who earn amillion dollars are getting slapped with a new tax rate of 6.25 percent,
up from 5.5 percent. The tax replaces a computer-services tax that lawmakers approved in 2007
but repealed this year after widespread criticism that the tax would force tech businesses out of
the state.

In Maine, beer and wine drinkers and soda fans will have a bigger tab now that lawmakers more
than doubled excise taxes on those items, with the money directed to the state' s health insurance
program.

Illinois increased the salestax by a quarter percent in Chicago and surrounding counties to avoid
cuts and fare increases in public transportation.

14



New Y ork also became the first to require online retailers such as Amazon that do not have a physica
presence in the state to collect salestaxes on purchases New Y orkers make. The state figuresit can
collect $50 million from the new requirement. But Amazon and Overstock.com aready have gone to
court to challenge the law.

Record ail prices, patry state tax collections and the recent spike in the U.S. unemployment rate -- up
to 5.5 percent in May from 5 percent in April -- have rattled consumers and investors and elevated fearsin
al but afew energy and farm states that the states€2009 fiscal budgets will bleed red ink.

Anemic tax revenue returns, also hurt in part by the crumbling real estate market, forced at |east 16
states to patch nearly $12 billion holesin their 2008 budgets, whilein at least 23 states, budget gaps
totaling at least $26 billion emerged for their 2009 budgets, the National Conference of State L egislatures
(NCSL) reported in April.

The Center on Budget and Policies Priorities, aliberal think tank that promotes policies that affect
the working poor, recently estimated at least 29 states faced or are facing an estimated $48 hillion in
combined shortfalsin their fiscal 2009 budgets, according to a June 9 report.

Unlike the federal government, states cannot run deficits, forcing them to find the money or cut
spending to balance their budgets.

Among states still working on their budgets are California, which faces a $15 billion shortfall, and
New Jersey, where Gov. Jon Corzine (D) wants to pay down at least half of the state’s $32 billionin
bonded debt.

A few states raised one tax so that they could cut another. Indiana sales tax went up 1 percent, with
the money going to cut property taxes. In Florida, voters this November will decide whether to do the
same thing. “The property-tax swap is a mini-trend that we' ve been seeing in recent years,” said Bert
Waisanen, afiscal expert with NCSL.

Moretax hikes could bein the offing. Virginia Governor Tim Kaine (D) has called lawmakersto a
June 23 special session to consider his plan to raise about $1 billion annually through a series of tax and
fee increases that would go for transportation projects. Among hisideas are raising motor-vehicle sales
taxes statewide and hiking sales taxes in the traffic-clogged areas of Northern Virginia and Hampton
Roads. And in Arizona, voters this November could get a chance to decide whether to raise their sales tax
by a penny with the money going for transportation.

Proposals to hike tobacco taxes to raise revenue continue to be popular, appearing in 23 states this
year. But New York isthe only state to approve it so far this year, according to the Tobacco Merchants
Association, atrade group.

“Tobacco is an easy target for revenue-hungry states,” said Pete Sepp, spokesman for the Nationa
Taxpayers Union, which advocates curbs in state spending. Except if you live in the South. South
Carolina Gov. Mark Sanford (R) vetoed a bill in May that would have raised by 50 cents the state®
lowest-in-the-nation cigarette tax, currently at 7 cents a pack. Proposals to hike cigarette taxes also died in
tobacco-rich Kentucky and North Carolina, but Massachusettsis still mulling an increase.

Tobacco tax hikes are apopular route for state lawmakers, largely because the state can get a hefty
chunk of change while aso discouraging an unhealthy habit that raises state health care bills. The 50
states and Washington, D.C., collectively generated $14.5 billion in cigarette tax revenue in fiscal 2007,
CSG's CanagaRetna said. Since January 2002, the last time a recession forced states to tighten their belts,
43 states, D.C. and severa U.S. territories raised cigarette taxes 75 times, he said.
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For some of the same reasons, the adult entertainment industry also isincreasingly atarget. A bill in
Cdlifornia proposes a 25-percent tax on revenues from strip clubs, porn-shop sales and adult Web sites.
Rhode Island a so considered a 25-percent tax on food, drinks and admission to adult entertainment clubs.
But in Texas, ajudge in March ruled that the state’ s new $5-per-patron strip club fee is unconstitutional.

Looking elsewhere for money, states are considering an array of ideas to balance their ledgers without
raising taxes. California Gov. Arnold Schwarzenegger (R), for example, wants to borrow against $15
billion in future lottery profits, while Pennsylvania Gov. Ed Rendell (D) wantsto | ease the Pennsylvania
Turnpike for $12.8 billion.

Proposal to legalize casino gambling were shot down in Kentucky and Massachusetts, but the Bay
State is gill considering whether to add slots to racetracks for additional tax revenue.

Contact Pamela M. Prah at pprah@stateline.org
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