
1 
 

 

 eNews 

March 28, 2014 

Ukraine, but not Detroit. The Senate voted 78-17 this week to pass and send to conference with the 

House legislation to provide financial aid to Ukraine and impose U.S. sanctions against Russia. The 

Senate bill would provide $1 billion in U.S. loan guarantees to Ukraine and spend more than $100 million 

to promote democracy and security in that country; it would impose sanctions against anyone deemed by 

the President to have undermined Ukraine’s security or independence, or to have engaged in corruption in 

Ukraine or Russia. The sanctions codify steps already being taken by the Obama administration and 

expand the criteria for possible targets, while giving the administration the ability to waive sanctions. The 

President had sought Congressional approval of aid to Ukraine since Russian forces centered the Crimean 

peninsula weeks ago, but Congress recessed without acting just as Russia invaded and annexed Crimea 

last week. The administration in a statement said it was pleased with the Senate’ actions step, and that it 

was important that the U.S. take a leading role in helping Ukraine. It said the administration would work 

with Congress to complete work on the bill as soon as possible. The democracy promotion provisions 

would involve the shift of $63 billion within the International Monetary Fund (IMF) from a tightly 

controlled crisis fund to the general loan pool; the Senate version would also approve a 2010 reform of 

the IMF designed to give developing nations a greater say in the running of the Fund, but which some 

conservatives say weakens U.S. power and prerogatives. The Congressional Budget Office scored the 

IMF provisions as costing $315 million, cuts which the proposed legislation would offset by cuts to State 

Department programs and Defense procurement accounts.  

Federal Preemption Warning. U.S. Treasury associate tax legislative counsel Vicky Tsilas yesterday, 

speaking in Boston, warned municipal bond lawyers to “look at some of the provisions” affecting the 

authority and cost to state and local governments to issue municipal bonds in U.S. House Ways and 

Means Committee Chairman Dave Camp’s (R-Mi.) proposed federal tax reform plan—noting the allure 

of the savings from his proposed could well be perceived as a “scorecard of revenue offsets” that could be 

used instead to finance tax expenditures for other interests. Chairman Camp’s proposed federal tax reform 

plan include capping the value of the exemption for municipal bonds at 25%, and eliminating the tax 

exemption for qualified private activity bonds and advance refunding bonds issued after this year—

changes which would sharply increase the cost of capital debt for states and local governments. Ms. 

Tsilas’ warnings came just days after Chairman Camp stated earlier this week that he wants to hold 

hearings on specific parts of his draft legislation. No state or local elected leader has yet been permitted to 

testify. Ms. Tsilas also noted that some of Chairman Camp’s proposed preemptions of state and local 

authority and revenues were similar to some of the municipal bond preemptions of state and local 

revenues proposed by President Obama in hos FY2015 budget: the President has proposed a 28% cap on 

the value of the muni exemption that is similar to the cap in Chairman Camp’s plan. Neither the White 

House nor Chairman Camp, however, has released any analysis of the fiscal adverse impacts of their 
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respective proposals on state and local governments or their taxpayers, much less the increase in costs to 

state and local governments of financing public infrastructure.  

Tax Extenders & Federal Preemption.  House Ways and Means Committee Chairman Dave Camp (R-

Mi.) this week notified his members the committee will begin in April to consider which tax provisions 

that expired at the end of last year should be made permanent, writing that the committee will go “policy 

by policy” to figure out which tax extenders should become permanent and will hold hearings and votes 

as part of that process: “One important goal of tax reform is to provide certainty to American 

taxpayers…I think we can all agree that a short extension of tax policies is no way to legislate and is even 

worse for the families and businesses who utilize those tax benefits.” Chairman Camp, in addition, wrote 

that he intends to “begin advancing permanent legislation through the committee that paves the way for 

tax reform by making incremental progress towards full reform.” The extenders, which expired at the end 

of last year, include the deduction for state and local sales taxes, and the authorization of a national 

volume cap for qualified zone academy bonds. The announcement came as Senate Finance Committee 

Chairman Ron Wyden (D-Ore.) also has announced his intentions to have his committee vote early next 

month on an extenders package. Chairman Camp, who released his proposed federal tax reform draft 

legislation in February, included a critical provision which would impose a 10% federal surtax on state 

and local bond interest for high income taxpayers and eliminate the tax exemption for qualified private-

activity bonds and advance refunding bonds issued after 2014. His proposal would not amend federal law 

to provide similar treatment to permit states and local governments to tax the interest on bonds issued by 

the federal government. Chairman Camp advised the members of his committee that he intends to hold 

more bipartisan meetings with the Joint Committee on Taxation staff about the draft, and that he plans to 

hold public hearings on specific parts of the plan. The Committee for a Responsible Federal Budget notes 

that if all of the expired tax provisions were extended for one year, it would increase the federal deficit 

and debt by approximately $35 billion over the next decade, with nearly 85% of that cost for business or 

energy federal tax subsidies, noting that (please see their charts below) not all of these extenders are 

equally sized: most of them cost under a billion dollars. Five provisions, less than a tenth of them, make 

up two-thirds of the total cost of a one-year extension. 

 

Cost of Extending the Tax Extenders (2014-2024) 

Policy 
One-Year Two-Year Permanent 

http://crfb.org/sites/default/files/costofone-yearextension.png
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Extension Extension Extension 

Individual Tax Provisions 

State and Local Sales Tax Deduction $3 billion $6 billion $35 billion 

Mortgage Forgiveness Exclusion $1 billion $2 billion $15 billion 

Charitable Donations of IRAs $0.5 billion $1 billion $10 billion 

Tuition and Fees Deduction $1 billion $2 billion $2 billion 

Other individual tax provisions $1 billion $1 billion ~ $20 billion 

Total, All Individual Provisions $6 billion $12 billion ~ $80 billion 

Business Tax Provisions   

Research and Experimentation Tax Credit $7 billion $15 billion $80 billion 

Active Financing Income $6 billion $10 billion $70 billion 

Section 179 Expensing $1 billion $2 billion $70 billion 

Other Business Tax Provisions $5 billion $10 billion ~ $90 billion 

Total, All Business Provisions $20 billion $35 billion ~ $310 billion 

Energy Tax Provisions 

Renewable Energy Production Tax Credit $6 billion $12 billion $30 billion 

Biodiesel Blending Credits $1 billion $2 billion $20 billion 

Other Energy Tax Provisions $3 billion $4 billion ~ $30 billion 

Total, All Energy Provisions $9 billion $18 billion ~ $80 billion 

Grand Total, Traditional Tax 

Extenders 
$36 billion ~ $65 billion ~ $470 billion 

Bonus Depreciation $5 billion $10 billion $300 billion 

Grand Total, All Expired Provisions $41 billion ~ $75 billion ~ $770 billion 

Source: CBO Expiring Tax Provisions, and JCT revenue estimate from the American Taxpayer Relief Act of 2013, CRFB calculations. Totals may not add 

due to rounding. Estimates are based on available scores or very rough CRFB estimates. 

Can there be Trust in the Federal Highway Trust Fund? 31 state chambers of 

commerce, state and local elected officials, and others this week sent an open letter to 

http://cbo.gov/publication/45065
https://www.jct.gov/publications.html?func=startdown&id=4497
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Congress to urge legislators to prevent the Highway Trust Fund from becoming insolvent this summer 

and to have a new, long-term transportation spending plan in place before October. The current two-year 

surface transportation bill, Moving Ahead For Progress in the 21st Century, expires on Sept. 30, the end 

of fiscal 2014. The letter, which was sent to the chairmen and ranking members of key House and Senate 

transportation committees, urges Congress to develop a five-year surface transportation funding bill that 

ensures the solvency of the HTF and prevents a halt to highway and transit projects. Senate Environment 

and Public Works Committee Chair Barbara Boxer 

(D-Ca.) said she expects her committee to take up a draft 

highway bill to replace MAP-21 next month, while her 

counterpart, Chairman Rep. Bill Shuster (R-Pa.), 

Chairman of the House Transportation and Infrastructure 

Committee, said his version of the highway bill 

should be ready for a committee vote before the 

Congressional recess in August. Neither committee, 

however, has jurisdiction over the critical issue 

of revenues—the issue which Congress and the President 

have to address to avert insolvency of the Trust Fund. The epistle came as federal Transportation 

Department officials last week warned they may begin curtailing reimbursements to states for highway 

and transit projects in late July if the so-called Trust Fund continues its current rate towards insolvency. 

The highway portion of the HTF totaled $8.6 billion at the beginning of March, with $3.2 billion in the 

mass transit account. Reimbursements will be curtailed when the highway account dips below $4 billion, 

with a $1 billion threshold for transit projects, according to the federal agency.  

Assessing Local Property Values. U.S. bank regulators this week proposed new 

federal rules focused on improving the accuracy of home appraisals by boosting the 

qualifications of those assessing property values—implementing part of the post Great 

Recession Dodd-Frank federal law to overhaul the appraisal industry and ensure that 

those assessing a home's value have no hidden financial ties to lenders that could 

influence assessments. Appraisers have been criticized for too-high estimates of home 

values during the housing boom, as well as overly conservative estimates during the 

housing bust. The new federal law requires federal bank regulators to establish minimum standards for 

state-led regulation of “appraisal management companies” hired by lenders to select appraisers. Such 

companies are often owned by banks or other real-estate firms and take a cut of the appraisal fee paid by 

consumers. According to the Wall Street Journal, lenders have increasingly turned to these companies in 

recent years to comply with regulations requiring that they use independent appraisers. That, in turn, has 

raised concerns for local and state leaders, as well as real-estate agents and home buyers that appraisals 

were coming in below actual value and were of poor quality, causing real-estate deals to fall apart. 

According to a paper by an economist of the Federal Reserve Bank of Philadelphia, an appraisal process 

“can go awry and often has.” Home appraisals have typically been inflated because lenders and sellers 

have an incentive to make a deal go through, he wrote. But when home prices fell during the housing 

bust, appraisers were likely to overshoot downward because of a high number of foreclosed homes 

flooding the market. The proposed new regulations by the Office of the Comptroller of the Currency, 

Federal Reserve, and other regulators mandates that appraisal-management companies hired by federally 

regulated banks use only state-licensed appraisers with “the requisite education, expertise, and experience 

necessary” to complete appraisals competently. In addition, the federal agencies are pressing states act 

more diligently in regulating the firms, including setting up systems to investigate and discipline the 

companies. Under the proposal, appraisal-management companies would no longer be able to work for 

federally regulated banks in states that lack such a regulatory system. Appraisal management companies 

are not allowed to operate in states that do not have a licensing agency to oversee them, regulators said. 

State and local leaders and the public will have 60 days to comment on the proposed rules, after which the 

regulators will consider finalizing them. 



5 
 

Sequestration, Unfunded Mandates, & The Impact of Broken Federal Promises. The Indianapolis 

Board of School Commissioners has authorized the potential refinancing of $59.6 million of Build 

America Bonds (BABs) the Board issued four years ago, because the federal subsidy payments to the 

Board have been reduced due to sequestration―which, in turn, triggered a redemption provision. The 

BABs, which were issued to finance the construction and renovation of Indianapolis Public Schools 

facilities, provided for the issuance taxable bonds and receipt of subsidy payments from the Treasury 

Department equal to 35% of the Board’s interest costs. But federal sequestration triggered cuts of 8.7 

percent for part of FY2013 and 7.2 percent this fiscal year—forcing the system to use other funds to make 

the interest payments to investors in full in order to avoid any default. Last week, the Indianapolis Board 

adopted a resolution that authorizes the potential refinancing of the BABs, because the extraordinary 

optional redemption provision for the bonds was triggered (the original bond provided that the Board has 

the option to redeem the bonds at a price of 100% plus interest accrued to the redemption date if the 

federal government reduces or ends the subsidy payments).  

Propane Shortage. President Obama has signed the Home Heating Emergency Assistance Through 

Transportation Act of 2014 (H.R. 4076) into law: the new law allows emergency deliveries of propane 

and other heating fuels to continue in states with severe propane shortages by exempting trucks carrying 

these fuels from federal motor carrier safety regulations through May 31, 2014. More information on the 

bill can be found here: http://beta.congress.gov/bill/113th-congress/house-bill/4076.  

We’re here from the federal government to help you…LeeAnn Gaunt, the chief of the 

municipal securities and public pensions unit at the Securities and Exchange Commission 

(the non-football SEC) yesterday said federal regulators at her agency have opened 

investigations into cities and other municipalities that may have misled investors about their 

financial condition―warning municipal bond lawyers, a year after her unit launched a wide-ranging 

review of past disclosures by financially stressed states and local governments, that the federal agency is 

looking for instances where there is “tension between the disclosures and the subsequent announcements” 

of financial stress by municipal bond issuers. The step up—rather than affirmative outreach and 

assistance—comes in the wake of the unprecedented number of major municipal bankruptcies over the 

last decade, including Jefferson County, Detroit, Central Falls, Stockton, Vallejo, and San Bernardino. A 

year ago, the Commission assessed its first financial penalty against a municipality and levied charges 

against another for violating a previous cease-and-desist order. At the bond lawyers’ meeting where Ms. 

Gaunt spoke, a bond attorney who represented Pennsylvania’s distressed capitol city, Harrisburg, after the 

SEC charged Harrisburg with securities fraud last year, was quoted by the Wall Street Journal to say the 

federal agency “looking for cases to bring,” even as the agency continues to seek more authority so it can 

take federal action against municipalities. Currently, the SEC has but state and local leaders on notice that 

it will impose or mandate less-severe federal penalties if local and state governments and underwriters 

self-report violations before a September deadline, compared with what could happen if the SEC launches 

a separate enforcement action. For municipalities, there would be no financial penalty. For underwriters, 

the financial penalty would be capped at $500,000. 

State & Local Finance 

State Rainy Days. Maine Gov. Paul LePage has ended his threat to try to block bond sales after getting 

his way on maintaining the size of the state’s rainy day fund. The Democrat-controlled legislature had 

voted to use $21 million of the about $60 million rainy day fund for aid to Maine localities. Gov. Page 

argued this would have left too little money in the fund. After negotiations, a bill was prepared to restore 

the rainy day fund while still funding the municipalities, and Gov. Page announced he would sign it. “The 

$21 million to replenish the rainy day fund is from unspent funds in other accounts and re-projections of 

retired state employee healthcare costs,” said the Maine Senate Democrats deputy communications 

http://beta.congress.gov/bill/113th-congress/house-bill/4076
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director, Amy Cookson; “Essentially,” she added, “retired state employees are healthier so we’re not 

spending as much as we thought we would be. We’re shifting that money to the rainy day fund.” In a 

separate action, the Down East legislators passed a bill to balance the current fiscal year budget and 

reduce a shortfall in fiscal 2015. (Maine budgets are for two years.) 

Health Care & Transparency. The nonprofit organizations Catalyst for Payment 

Reform and the Health Care Incentives Improvement Institute this week released their 

second annual report card tracking health care price transparency (“Report Card on 

State Transparency Laws”), which finds that 45 states failed to offer essential 

information to consumers shopping in the U.S. health system. In this year’s report, nary 

a state received an “A” grade: and only the Pine Tree and Bay States, in fact, (Maine and Massachusetts) 

earned B’s, according to the second annual Report Card on State Price Transparency Laws. The data – 

compiled by nonprofit organizations Catalyst for Payment Reform and the Health Care Incentives 

Improvement Institute also denoted a singular deterioration from last year, when 14 states were awarded a 

“C” or better. 72% of the nation fell within the “D” and “F” range last year. The report card is intended to 

provide information for policy makers, consumer advocates and other health care stakeholders to assess 

health care price information on state-by-state basis. It is based upon an analysis of state all-payer claims 

databases, which are compiled by each state to analyze price and quality information. Payers include 

health insurers, Medicaid, children’s health insurance and state employee health benefit programs, 

prescription drug plans, dental insurers, self-insured employer plans and Medicare. 

State Ethics, Traffic Cones, & Power. In the growing tussle between the Garden State Legislature and 

the Governor’s office, an ongoing difficult issue relates to the legislature’s access to information. 

Attorneys for two of Gov. Christie’s aides who were dismissed in the wake of the scandal over closing 

lanes leading to the George Washington Bridge into New York from New Jersey notified the legislature if 

it wished them to hand over documents they are seeking, it would have to first grant the aides broad 

immunity against prosecution—likely pushing the issue to the third branch of state government, the 

judiciary, to make the decision which of the other two branches should prevail. The legislative committee, 

named in January to investigate the lane closings that effectively shut down the borough of Fort Lee for 

four days last September, has issued 38 subpoenas seeking more information about the role of the 

Governor’s office, his campaign, and the Port Authority of New York and New Jersey, which controls the 

bridge. To date, the Governor’s former two aides are the only persons who have refused to comply, citing 

their Fifth Amendment right against self-incrimination. In a hearing last week, Judge Mary Jacobson of 

New Jersey State Superior Court noted that the committee possessed its own power to force them to turn 

over the documents, by holding them in contempt of the Legislature, or by granting them immunity. She 

asked the committee’s lawyers to file papers explaining their views on the committee’s power to hold the 

two in contempt or grant them immunity. In reply, the committee provided the state court with records of 

33 communications about the lane closings and the efforts by the Gov.’s aides to paint them as a traffic 

study, rather than political retribution against the mayor of Fort Lee, who had declined to endorse the 

governor’s re-election. The tussle is further complicated by apprehensions how the state legislature’s 

efforts might impact a separate investigation by the U.S. attorney’s office—mayhap apprehensive federal 

investigators could step in to shut down the investigative committee. In its filing to Judge Jacobson, the 

legislative committee wrote that it was “unsettled” whether New Jersey law granted the legislature power 

to grant immunity — that power, the committee’s lawyers argued, applies to oral testimony and not to 

document production. They wrote, however, the committee did not have to decide the question of 

immunity until the court determines whether the two gubernatorial aides were correctly exercising their 

Fifth Amendment right.  

 

http://www.catalyzepaymentreform.org/images/documents/2014Report.pdf
http://www.catalyzepaymentreform.org/images/documents/2014Report.pdf


7 
 

 

Is Detroit Contagious? 

Privatization? Regional distrust in the Detroit metro area appears to have sunk Detroit 

Emergency Manager Kevyn Orr’s proposal to sell the bankrupt city’s water and sewer 

authority—which serves some 40% of Michigan’s population. So, instead, Mr. Orr is 

seeking proposals from private companies to run and, potentially, purchase and 

privatize its regional water and sewer system. The city’s inability to provide suburban 

leaders with detailed financial information appears to have 

eroded the kind of trust necessary to provide the kinds of regional water and sewer 

authorizes of many metro areas in the U.S. The spurned proposal had proposed bids for 

leasing the water system to a new regional authority, which Mr. Orr believes could 

reap $47 million annually for 40 years. With the U.S. Bankruptcy Court’s stop watch 

running, however, a plan B might be privatizing water and sewer service in southeast Michigan. This 

revised proposal could be a catalyst for renewed negotiations, as it would affect the quality and costs for 

all the local governments in the greater Motor City metro region. Moreover, depending upon the outcome, 

it could impact cities and counties throughout the nation. Currently, about 85% of all domestic water 

agencies are public. Atlanta tried to privatize its water system in 1999, but, after a heavy drip-drip of 

consumer complaints, resumed public ownership and operation. The Detroit Water and Sewerage 

Department provides about 600 million gallons of water a day to Detroit and 127 suburban communities 

in seven counties, and it takes in nearly $1 billion in annual revenues. But it has not been a sparkling 

public operation: last year was its first in years free from federal oversight because of previous violations 

of the Clean Water Act. Not only has the water department been tainted by alleged violations of the 

federal Clean Water Act, but also a former department director pled guilty two years’ ago under the 

former (and now convicted) Kwame Kilpatrick administration to conspiracy as part of the federal 

corruption investigation. Moreover, the city has demonstrated a singular inability to date to make 

collections from thousands of delinquent customers who owe the department more than $100 million. 

Moreover, in another sign that has not been an encouraging omen to its potential suburban partners, 

Detroit confronts a five-year, $1.4 billion capital-improvement project to replace water mains and 

upgrade treatment plants and pumping stations. The Motor City’s system is carrying debt of about $6 

billion, so that were it successful in reaching an agreement for a long-term lease or a sale, the region or a 

private operator would be almost immediately caught with the problem of assuming an enormous debt 

load – and the issue of borrowing in the taxable, rather than tax-exempt market. In addition, any private 

operator would inherit nearly $700 million in public pension obligations for current and future department 

retirees, which the city estimates would require a payout of $675 million over 10 years. Under Mr. Orr’s 

RFP, a bidding operator would have to cap rate increases at no more than 4% for the first 10 years. 

State & Local Debt. S& P this week, in a new commentary: “Will Chicago Suffer Detroit’s Fate?,” 

compared the nation’s two largest Midwestern cities, Chicago and Detroit, noting that some (including 

our Center) have drawn comparisons. S&P noted that “[A]lthough the cities are facing some of the same 

credit strains, such as large pension obligations and budget deficits, a review of Chicago’s and Detroit’s 

respective credit characteristics under its criteria found more differences than similarities--and ultimately 

underscores the Windy City’s long-term viability against the backdrop of Detroit’s municipal bankruptcy 

and default, adding that it’s A+ rating on Chicago’s GO debt reflects its view of its overall solid credit 

quality, with support from a strong local economy: “We believe that Chicago's growing economy and 

taxing flexibility provide it with the resources to avoid a fate similar to Detroit's should it capitalize on 

this flexibility and remain on course.” The report does note, however, serious fiscal pressures on the city, 

most notably from its growing pension obligations. In contrast, S&P reminded readers that Detroit’s GO 

bonds are currently rated D, reflecting the Motor City’s default on all GO debt effective last October. The 

S&P report noted that Chicago and Detroit have vastly different economies and underlying demographics, 

that Detroit has a much more limited capacity to raise revenues than Chicago, and that the Windy City’s 

http://app.ratingsinfo.standardandpoors.com/e/er?sp_mid=32101&sp_rid=1298094&s=302554905&lid=18647&elq=c1610b180b2244c781ed49f57eb617b1
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liquidity position is significantly stronger than the Motor City’s. It added that Chicago’s management is 

strong and stable, whereas Detroit has experienced frequent turnover. The report added that 

notwithstanding that each city’s debt and contingent liability profiles are “very weak,” the authors noted 

the categories are for very different reasons. 
U.S. Local Governments: Key Factors 

Factor Chicago Detroit 

Economy Strong Very Weak 

Management Strong Very Weak 

Budgetary Flexibility Adequate Very Weak 

Budgetary Performance Very Weak Very Weak 

Liquidity Very Strong Very Weak 

Debt and Contingent Liabilities Very Weak Very Weak 

Institutional Framework Weak Strong 

S&P noted Chicago, as compared with Detroit, has potential for more consistent economic growth due to 

its size, stability, and diversity, adding: “Projected per capita incomes and current per capita market 

values paint vastly different pictures of the two economies: Detroit’s projected per capita income as a 

percent of the U.S. average is 57%, compared with Chicago's 93%. Per capita market values, a key 

measure of wealth, are also much lower in Detroit, at about $27,000, compared with about $84,000 in 

Chicago.”  A key difference, which we noted in our reports, relates to demographics: “Citywide data 

reflect significant outmigration in Detroit, which differs from Chicago, which continues to attract younger 

Millennials. By attracting this generation, Chicago stands to benefit from increased consumer activity and 

demand for education, as well as a larger pool of talent from which to select its future community leaders. 

With a younger population base, Chicago is also likely to have broader support of local school district 

levies and a greater population of future taxpayers to pay for legacy pension and other postemployment 

benefit (OPEB) liability costs…” adding further that “Although Detroit anchors a sizable MSA that 

reaches across southeast Michigan, its growth and diversification have not kept up with the suburban 

counties, and the gap has widened steadily. In addition, the prolonged recession that Michigan 

experienced in the early part of this century brought falling property values that have struggled to 

rebound…The disparity in housing price trends and property values is also a key reason for the wide 

market value per capita wealth measure in the two cities, as noted above. Under the category of 

management, added that “Chicago and Detroit have fundamentally different management profiles, in our 

view, as reflected in their respective management scores…Most notably, political gridlock and turnover 

set Detroit apart from Chicago. Mayor Dave Bing decided not to run for reelection after serving nearly 

four years, his predecessor is behind bars, and between the two was an interim mayor who served only 

eight months. Detroit’s new mayor, Mike Duggan, began his term on Jan. 1, 2014, bringing another new 

administration to the city. Despite this instability, the existence of financial policies allowed Detroit to 

maintain a “standard” financial management assessment (FMA) score, in part due to the state oversight.” 

In contrast, the rating agency wrote: “Management in Chicago is quite different. Under Richard M. Daley, 

who served as Chicago’s mayor from 1989 to 2011, and through the new administration under current 

Mayor Rahm Emanuel, management has remained strong, in our view, and the city’s FMA score is 

“good.” The city produces long-term financial and capital plans, which officials update annually. It has a 

formal debt management policy and has adopted ordinances that limit the use of non-general fund 
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reserves for budget-balancing purposes. Unlike Detroit, the city has not displayed any conditions to date 

that would lead us to lower its management score under our new local GO criteria.” 

“Chicago’s proactive management style, coupled with key financial and economic differences, 

places the city in a much stronger position, and provides a basis for our view that it will not 

suffer the same fate as Detroit.”  

Under the category of budget flexibility, S&P wrote that the Motor City’s budgetary flexibility is “very 

weak,” whereas Chicago’s is “adequate,” noting that the Motor City’s poor score reflects a decade of 

negative unreserved general fund balances, with the city’s limited capacity to raise revenues or cut 

expenditures outside of bankruptcy further exacerbating the situation (At fiscal year-end 2012 (June 30), 

its available (combined assigned and unassigned) general fund balance 

was negative 33%.) In contrast, S&P found that Chicago’s adequacy 

reflected its limited capacity to cut spending and political resistance 

to raising revenues through taxes. The report warned that given their 

respect limited capacities (especially because of public safety challenges), 

each city will have to “pursue other options to close their respective 

budget gaps, but only if they have the ability to do so,” noting a key 

distinction in that Chicago is a home rule city, enabling it to raise 

virtually any tax without voter approval—an option unavailable to 

Detroit, which is not even, so far, to even get state help to collect income taxes already owed to the city. 

The report did found both city’s budgetary performances to be “very weak,” and added that stagnant 

revenues and rising pension obligations will create tough challenges for Chicago: “Chicago’s sharply 

rising pension contributions to its police and fire plans will likely make budgetary balance increasingly 

difficult. We believe the growing contributions could be a budgetary strain, given that the city has 

indicated its resistance to relying on property tax increases to fund this cost.” S&P found Chicago’s cash 

liquidity to be “very strong,” while the Motor City’s “chronic shortfalls and contingent liabilities 

(specifically, the swap termination valued at approximately 27% of 2012 general fund revenues) further 

strained a city that had already been relying on cash flow borrowing for some years. At year-end 2012, 

Detroit showed $82 million in total government cash, or 5% of total governmental fund expenditures, 

which we consider very weak,” adding that, based upon its criteria: “We consider Chicago’s access to 

external liquidity as ‘exceptional’ due to its frequent issuance of bonds during the past 15 years, including 

GO bonds, enterprise fund revenue bonds, and sales tax bonds. Conversely, we view Detroit’s access as 

‘uncertain,’ given its bankruptcy filing and defaults.” 

On the debt front, S&P noted that with some of the Motor City’s pension officials indicted on charges of 

bribery, extortion, and kickbacks that are reported to have cost the systems more than $84 million; even 

the ability of the city in its bankruptcy proceeding to accurately estimate its pension liabilities and assets 

and reestimate the unfunded pension actuarial accrued liabilities (at $3.5 billion, as opposed to the $644 

million quoted in the 2012 audit) has been plagued with uncertainty, plus recognizing the uncertain 

outcomes of both the city’s bankruptcy as well as further rounds of litigation in federal court. Chicago, 

the rating agency notes, is beset by unfunded state mandates in the form of state statutes specific to the 

city that the city can neither amend nor alter; therefore, even though the Windy City fully funds the state-

mandated contributions into its four pension plans, “the contributions for all four plans had been based on 

a multiple of payroll and do not address unfunded liabilities; the actual contributions are significantly less 

than the full pension annual required contribution (ARC).” Moreover, the report goes on to note: “[The 

city’s budget faces more immediate pressure from legislation that changed the statutory formula guiding 

the police and fire pension contributions, bringing them more in line with an actuarial funding 

methodology and a 90% funding goal by 2040. This causes contributions to rise from the current $480 

million to about $1.1 billion in 2016. Funding this mandate could pose significant budget stress, 
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particularly given Chicago’s current unwillingness to raise property taxes. If the city were to increase 

property or sales taxes to pay the mandate, it would have to make the decision soon to leave enough time 

to then set the rate and begin collecting the revenue for the 2016 payment (by the end of calendar 2014 for 

collection on the 2015 taxroll).” Interestingly, in the one category where S&P determined that Detroit 

outshone Chicago, the institutional framework (IF), S&P wrote:  “(IF) provides each municipality with 

different abilities to raise revenues and manage expenditures, predict impending budget stress, report 

financial results, and obtain support during times of extreme fiscal and economic stress. The IF is one 

area in which Chicago is notably weaker than Detroit. We consider Chicago’s framework “weak,” 

reflecting the lack of rigorous statutory requirements for financial reporting and a large unfunded mandate 

with respect to pension contributions. In contrast, it determined the Motor City’s to be “strong” in its view 

as “are those of all of the Michigan municipalities we rate. The IF score for Michigan municipalities 

incorporates the strength of the state’s oversight in the analysis of system support, specifically its ability 

to identify and oversee troubled credits. S&P reported that “Chicago’s economic characteristics continue 

to be fundamentally stronger than Detroit’s, and its economic recovery, which we expect will keep pace 

with national trends, and will benefit its diverse revenue stream….With a sizable tax base and taxing 

flexibility given its broad home-rule powers, Chicago has the ability to meet all of its obligations, in our 

view. Its willingness (or lack thereof) to raise taxes―in contrast to Detroit’s inability to do so―will have 

a significant influence on the city’s rating trajectory…In short, we believe Chicago can largely control its 

own fate, whereas Detroit cannot, nor will it be able to for some time. In our view, this may be the key 

difference between the two cities and may be what will allow Chicago to work through its problems 

rather than follow Detroit’s path on the road to bankruptcy. 

State or Local Leader of the Week 

Girard Miller, whose innovative efforts to achieve significant public pension savings through his 

innovative and collaborative efforts with six state and local pension funds (please see below under 

Pensionary Tidings, “State & Local Pushback”), is our State & Local Leader of the 

Week. Mr. Miller, who is the Chief Investment Officer of the Orange County (CA) 

Employees Retirement System, notes that his goal is to “work hands-on to 

improve a retirement system, while performing the labor I love the most -- investing 

public funds.” When he undertook this new assignment, he wrote that “My hope is 

that this new one will round out a lifetime of work in the public finance and public-

sector retirement communities, contributing from all four corners of the street at one time or another.” 

Since he began, he has devoted himself almost exclusively to the prudent and skilled management of 

Orange County’s investment portfolio, and capacity-building within that organization. His innovative 
achievement is evidence of what a fine leader he is.  

 

 

Figure 1  Illustration by David P. Hayes 
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Pensionary Tidings 

Double Whammy for State & Local Leaders. The Wall Street Journal this week notes 

that U.S. non-municipal corporations “are about to get hit with a double whammy of 

higher fees and ballooning obligations,” noting that not only do employers face a 52% 

increase by 2016 in the regulatory cost of administering their pension plans, but also a 

$150 billion surge in liabilities from longer-living retirees (see chart). The article reports 

that the looming costs and growing liabilities are forcing many companies to consider 

ways to cut pension expenses, accelerating a decades-long shift away from defined-

benefit pension plans—which guarantee a set payout for life—to plans that shift the 

burden of retirement savings to workers. The report comes at the same time businesses 

seem to be improving their bottom lines: as of last week, only 2,072 businesses had filed for federal 

bankruptcy protection. The corporate turn away from defined benefit pensions, however, increases long-

term risks for state and local leaders—not only are many state and local pension promises of defined 

benefit public pensions inscribed in state constitutions, but also each and every one of those private sector 

retirees whose defined contribution plans might not work out will live in—and be dependent upon―the 

local government and state in which she or he resides. Federal bankruptcy laws already discriminate 

against state and local governments with regard to pension obligations; now this new corporate direction 

promises still a greater onus on state and local taxpayers. 

State & Local Pushback. In the face of such escalating fees, public pensions are beginning to fight back. 

Led by the indomitable Girard Miller (pictured above), the chief investment officer of the $11 billion 

Orange County (Ca.) Employees Retirement System, six state and county pension funds have reached a 

tentative agreement to endorse the hiring of Pantheon Ventures, a New York firm, to invest between $300 

million and $1 billion a year in various private-equity funds over the next few years. Mr. Miller’s group 

expects to pay management fees of between 0.26% and 0.55% of the public funds it invests, depending on 

how much is placed in funds—a significant savings compared to most current practices, where 

management fees imposed upon state and local public funds can be as much as 1% of committed capital 

to invest. The prospective fees are as much as 50% lower than Orange County and other smaller pension 

funds have been paying to access private-equity funds, according to the Orange County fund. Orange 

County estimates that its savings could amount to $5 million annually.  

Gasp! The Governmental Accounting Standards Board (GASB) has unanimously voted not to delay the 

implementation of new reporting requirements (Statement 68) for state and local governments that 

provide their employees with pensions, notwithstanding GFOA’s and others’ requests for a delay. 

Consequently, the new standards or requirements will become effective for fiscal years beginning after 

June 15
th
. Under the requirements, state and local governments that offer defined benefit pensions will, 

for the first time, be mandated to report a net pension liability in their financial statements. The groups 

pressing for the extension had expressed apprehension that the American Institute of Certified Public 

Accountants (AICPA), which governs auditors and the standards auditors use for state and local 

governments, has yet to issue guidance, making it difficult for auditors to write clean opinions under the 

new GASB standards. Nevertheless, the National Association of State Auditors, Comptrollers and 

Treasurers did not request a delay, instead urging GASB and AICPA to work to find an alternative plan 

that would not result in modified audit opinions for governments that participate in “agent multiple-

employer pension plans.” 

Motor City Public Pension Plans. The funded level of the Detroit’s two pension plans is projected to 

have dropped, a result tied in part to the city’s failure to contribute millions owed last year, actuaries for 

the boards say. The city’s Police and Fire Retirement System learned during a presentation Thursday that 

its funded level of 96.1% is projected to have fallen to 89% as of June 30, 2013. The preliminary draft, 
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which reflects the funding decline, factors in $71 million in unpaid contributions from the city in 2013. 

The funds are also operating under the assumption that Detroit will not pay another $63 million it owes 

by the close of the current fiscal year on June 30. The impact of that loss would be reflected in an 

actuarial report next year.  

The city’s General Retirement System received its preliminary draft, which pegs its funded level at 70% 

for 2013, according to Tina Bassett, a spokeswoman for the fund. The funded level for the GRS had been 

around 78%. Ms. Bassett said the GRS is owed $36 million in payments from the city from last year. It is 

expected to be owed $80.6 million for 2014. The city has said it stopped paying into the funds because it 

could no longer afford to do so. “The missed contributions are a very big deal,” Judy Kermans, Midwest 

regional director for Gabriel, Roeder, Smith & Company, told the PFRS board. “It is our opinion that you 

get that money as soon as possible. No bones about it ... you need that money.” After the presentation, 

PFRS Chairman George Orzech remarked: “They (the city) don’t contribute. You heard the results.” 

The fund has written off the missed contributions for accounting purposes, but says it has not relinquished 

the claims. Emergency Manager Kevyn Orr has said the city would not make further contributions to the 

funds during the city’s Chapter 9 bankruptcy, except under a confirmed debt-cutting plan of adjustment. 

Bill Nowling, a spokesman for Orr, said Thursday that the city does expect the funds to be repaid. “The 

city owes that and to the extent that the city will repay that, that’s the subject of ongoing negotiations,” 

Mr. Nowling said. Gabriel Roeder actuaries on Thursday noted that the board should collect the owed 

funds in a lump sum. If they do not or cannot, it would essentially be amortizing the past-due amount over 

28 years.  

Not only is the lack of contributions from the city hurting the funds, they both are rolling in losses from 

prior fiscal years. Both funds experienced market gains in 2013, the actuaries have noted. “Certainly there 

has been great impact due to the fact that the city has not made its contributions,” Bassett said Thursday, 

noting the GRS fund earned on its investments, but that gains were minimized due to the city’s lack of 

contributions to the plan. “If we had that money, we could have been investing it and making more on it,” 

she added. Mr. Nowling conceded that the nonpayment has contributed to the underfunding of the 

pensions, but says many factors are to blame: “It’s the result of bad planning, bad investment decisions 

and just lack of oversight,” he said. 

Earlier this month, the police and fire fund announced it had outperformed 89 percent of the public 

pension plans in its class during the 2013 calendar year. The fund, at that time, said it had earned 18.5 

percent on its portfolio investments, ranking it near the top among plans in the U.S. with assets of more 

than $1 billion. “Who has got $3.3 billion and who is in bankruptcy?” Bruce Babiarz, a spokesman for the 

fund, said in response to claims of poor investment and planning. “We had an economic breakdown in the 

country and truly in the world. Had that not occurred, Detroit would be in better shape, so would the 

pensions,” Bassett said. “That’s truly what happened.” 

This week’s presentations come after attorneys for the funds argued this week that federal judges should 

rush an appeal of the city’s bankruptcy eligibility, since thousands of retirees face poverty if Detroit is 

permitted to slash pensions. The funds are asking the 6th U.S. Circuit Court of Appeals to hold oral 

arguments in mid- to late June before Detroit seeks approval of a restructuring plan that proposes cuts to 

municipal pensions and other benefits.  

In his debt-cutting plan, Orr is calling for a 26 percent reduction in pensions for non-uniform employees, 

if they agree not to pursue a sale of city-owned art or drag out litigation over state constitutional 

protections of pensions. If they don’t accept a “timely settlement” within the next month, Orr said they 

could see their pensions reduced 34 percent. Police and fire pensioners would get a 4 percent cut if they 
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accept Orr’s deal or a 10 percent cut if they continue to fight the proposal in court, according to the plan. 

“We want to assure retirees we are still negotiating in good faith and we will get through this 

bankruptcy,” Bassett added.  

City retirees are seeking protections from cuts to more than $18 billion in city debt, including an 

estimated $3.5 billion long-term liability in the two pension funds. Orr is urging pensioners to accept an 

$815 million rescue package and to drop the appeal. The police and fire fund’s obligation to current 

retirees and beneficiaries is $2.9 billion and is 100 percent funded at current levels. The obligation to 

active duty beneficiaries is $777 million and is 47 percent funded, partly due to the lack of employer 

contributions. Actuaries on Thursday said retirees within the police and fire fund outnumber actives by a 

ratio of 2 1/2 to 1. The fund has experienced a reduction in workforce from about 5,000 in 2004 to 3,266 

in 2013. It has about 8,476 members receiving pensions. The average pension for PFRS is about $31,000 

a year, including annuities, and beneficiaries do not get Social Security.   

Why employee pensions aren’t bankrupting states. Kevin G. Hall, in a piece for the McLatchy 

newspapers (see McClatchy) has written an article on why employee pensions are not bankrupting states, 

noting the “widespread perception doesn’t match reality;” rather, he notes there is “simply no evidence 

that state pensions are the current burden to public finances that their critics claim,” noting that state and 

local pension contributions approximate the burden shouldered by private companies. Furthermore, he 

writes, state and local government pension funds underfunded, in large measure “because — like the 

investments held in 401(k) plans by American private-sector employees — they sunk along with the 

entire stock market during the Great Recession of 2007-2009. And like 401(k) plans, the investments 

made by public-sector pension plans are increasingly on firmer footing as the rising tide on Wall Street 

lifts all boats….” Adding that, on average, “[W]ith the assets on hand today, plans are able to pay annual 

benefits at their current level for another 13 years. This assumes, pessimistically, that plans make no 

future pension contributions and there is no growth in assets,” according to Jean-Pierre Aubry, a 

researcher specializing in state and local pensions for the nonpartisan Center for Retirement Research at 

Boston College. 

Demography 

Elder Family Debt & Reverse Mortgages. The Federal Reserve reports that the combined debt of 

Americans from the ages of 65 to 74 is rising faster than that of any other age group. This, of course, has 

significant implications for local governments and states. One increasingly critical area is likely to be 

assessed property values and reverse mortgage fraud by financial institutions. Already approximately 13 

percent of the reverse mortgages outstanding are underwater, according to an estimate from New View 

Advisors, a New York consulting firm. There is, however, no data on how many heirs are facing 

foreclosure because of reverse mortgages. However, according to the New York Times, “interviews with 

elder care advocates, the housing counselors and heirs, suggest that it is a growing problem already 

affecting estimated tens of thousands of people. And it is one that threatens to ensnare future generations, 

as older Americans increasingly turn to their homes for cash.”  

Where to Retire? When to retire is one of life’s biggest decisions, but where to retire is an often-

overlooked question that can be equally important. Using data from the U.S. Census Bureau, NerdWallet 

crunched the numbers to find the country’s fastest growing metropolitan areas for retirees: “We analyzed 

the 75 largest metros in the U.S. and looked at the 65+ population as a percentage of the total population 

in each place in 2007 and in 2012 to find the places that saw the greatest growth in the percentage of 

residents 65 and older.”  Jim Bacon, this week, in his Blog, Bacon’s Rebellion, wrote: “As Baby Boomers 

reach their retirement years, the Age Wave is washing over the country. The big push among the G.I. 

Generation and the Silent Generation was to head south, settling in Florida and Arizona. But Boomers 

http://r20.rs6.net/tn.jsp?f=001vryg1uOpop3KL7CRe6IONjLcjAmOA8zSk5HjZR1naJIbjYXgpu8oHq9rQlkQazhvQSJTpoOL_AxtbhbCXy7GR839fEr8yAUQPU-sjX3Mt3uFKVbfHItP_Q7oTUpPKh6USwlID-Tpqp26l3segsrDEc_iz9aw3g1JnuWzoKvK4li5bcLYJ61fGSdqG0Ktt5nMc4nX55QK5slCzSQxG87J5rbbkpVlZBAoO4nC5DBdt7eqLQN4HGcHqL5csIlhq1_g-FyulLvbn74=&c=nw9iCdjuIxV4Q30vUsH-2kuHhobLkws4kjDND8TzXcJRt3NbEuke_A==&ch=QHIRlEHpurBVjDhymjIzCaYxtpMNyPZGXMrIjrv8seiKbOze_jst-g==
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have other ideas. They are more inclined to age in place. And if they do decide to move, they’re less 

likely to head to the old retirement havens. New regions are emerging as retirement hot spots. Nerdwallet 

ranked the nation’s 75 largest metropolitan areas by growth in the 65+ population as a percentage of total 

population between 2007 and 2012. The result was a real grab-bag of communities, only two of which, 

Phoenix and Jacksonville, are located in Florida or Arizona. Rainy, overcast Portland, Ore., ranked No. 2 

on the list (microbreweries and golf courses) and Detroit No. 5 (wow!). (Livonia, a large suburb, has large 

retirement communities).” 

What Does the Future Bode for State & Local Leaders? Bloomberg News this week notes that, for the 

first time, Japan is trying to hold down the number of bedbound elderly people kept alive, sometimes for 

years, by feeding tubes. According to the news outlet, the government is planning to reduce payouts on 

insertions in new patients and encourage home care. (About a quarter-million Japanese elderly live on 

feeding tubes.) Faced with a heavy public debt burden, Japan is trying to curtail growth in a 38.5 trillion 

yen ($376 billion) annual health bill by releasing patients from hospitals faster. Effective at the beginning 

of next month, the Japanese Health Ministry plans to boost reimbursements to institutions that check 

swallowing ability and encourage rehabilitation to help the bedridden eat by mouth. The use of feeding 

tubes at the end of life is not a standard practice in the western world, but it is common in Japan, which 

boasts the world’s most rapidly aging society. According to the Health Ministry, the government often 

prolongs the lives of terminally ill or dementia plagued Japanese elderly: the Ministry notes that almost a 

quarter of people nourished via a tube to the stomach were given one without an evaluation. More than 

90% of the 260,000 Japanese patients estimated to be fed through a tube are bedbound, according to a 

survey by Japan’s hospital association. They are, on average, 81 years old and nourished by tube for 2.3 

years. Unsurprisingly, most of the elderly who are fed through such tubes in Japan never get taken off 

them. While almost a quarter of those fed via a tube to the stomach had the potential to eat by mouth 

again, only about 2 percent of them did so and had the tube removed, according to a study funded by the 

health ministry. As in much of the modern world, Japan’s shrinking labor force means there are fewer 

taxpayers to pay for the increasing number of state-funded care of dependent seniors. A quarter of 

Japanese citizens today are older than 65 years. By 2060, about 40 percent will fall into that demographic, 

according to National Institute of Population and Social Security Research. Cash reimbursed to hospitals 

from the national health insurance program for surgically inserting a tube to the stomach will be cut 40 

percent to 60,700 yen as of April, while 25,000 yen will be added if a swallowing evaluation is done 

before the insertion, the health ministry said. Yoshihiro Takayama, infectious disease specialist at 

Okinawa Prefectural Chubu Hospital, notes that Japan still needs to have a broad discussion on how to 

cope with end of life care in an aging society: medically, ethically, and economically.  

Quotes of the Week 
“Washington is AWOL, totally AWOL,…And the state capitals have, as we know in Illinois, huge 

budgetary problems, and we are cast on our own at a moment in time to try to boost our economies.” ~ 

Windy City Mayor Rahm Emanuel.  

 “Property values are back up faster than expected, but the pressure is still there…It’s hard to be a city in 

Michigan because state policy is very negative toward cities in general.”  ~ Eric Scorsone, an economist 

at Michigan State University in East Lansing who specializes in municipal finance.   

“State and local finances are very important to the stability of our economy. I think that the complete 

elimination of the state and local deduction would be something that would be a real challenge for many 

jurisdictions.” ~ U.S. Treasury Secretary Jacob Lew, testifying before Congress on the proposed tax 

reform plan recently released by Ways and Means Chairman Dave Camp (R-Mi.). 

http://www.nerdwallet.com/blog/2014/americas-fastest-growing-retirement-places/
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 “There is no perfect tax that is unambiguously desirable because of the criteria often conflict with one 

another. Every tax instrument can be made worse through poor design … [policymakers should not be] 

thinking about which might be ideal but instead should ask more questions about whether the tax is the 

most appropriate for their circumstances, and whether or not improvements can be made.” ~ Justin Ross, 

an assistant professor of public finance and economics at Indiana University, referring to his study ‘A 

Primer on State and Local Tax Policy: Trade-Offs among Tax Instruments.’ 

Ethics & Public Trust 
Colorado Supreme Court Justice Nancy E. Rice this week in a rule amended and adopted en banc by the 

court, to approve a change to the Centennial State’s rules of professional conduct so that attorney now 

have permission to work with marijuana businesses. The change, which two of the court’s justices did not 

approve, eliminates the threat of ethics sanctions, clearing the states lawyers to work with marijuana 

businesses — even though those businesses are breaking federal law — so long as the lawyers do not 

assist or advise their clients in any manner that violates state law. The revised ethics rule (1.2) states that a 

lawyer “may assist a client in conduct that the lawyer reasonably believes is permitted by these 

constitutional provisions and the statutes, regulations, orders, and other state and local provisions 

implementing them.” The rule requires lawyers also to advise their clients about federal marijuana laws 

and policies. The action came, because Colorado’s  constitutional amendments legalizing both medical 

and recreational marijuana put the state’s attorneys between a rock and a hard leaf, so to speak: because 

ethics rules bar attorneys from assisting clients in undertaking illegal activities, the Colorado Bar 

Association last year had determined that lawyers could be sanctioned for doing more than giving basic 

advice to marijuana businesses, noting that arranging a lease, negotiating a contract or soliciting financial 

help would all violate ethics rules, according to the bar association’s analysis. Even though no attorney 

had ever been disciplined for working with a marijuana business, the opinion, unsurprisingly, alarmed the 

growing number of lawyers in Colorado who specialize in cannabis law—especially given their critical 

roles in helping marijuana businesses negotiate Colorado’s complex new laws and regulations.  

RULE CHANGE 2014(05) 

Colorado Rules of Professional Conduct Rule 

1.2.Scope of Representation and Allocation of Authority Between Client and Lawyer:  

 

A lawyer may counsel a client regarding the validity, scope, and meaning of Colorado constitution article XVIll, 

secs.14 &16, and may assist a client in conduct that the lawyer reasonably believes is permitted by these 

constitutional provisions and the statutes, regulations, orders, and other state or local provisions implementing them.  

In these circumstances, the lawyer shall also advise the client regarding related federal law and policy.  

Little Legalities 

 
Bankruptcy, Constitutional, Preemption, Procedural & Other Key Decisions or Cases 

Impact Fees. In a case involving a certified question of law from the U.S. District Court for the District 

of Idaho before the Idaho Supreme Court, plaintiff Karen White and her development company, Elkhorn, 

LLC, sought to recover $166,496 paid to Valley County for “capital investments for roads in the vicinity 

of [their] White Cloud development.” Phase I of White Cloud was completed; it was undisputed by the 

parties that the tax monies paid for Phase I were used by the County to complete capital investments for 

roads in the vicinity of the White Cloud development. Valley County admitted it had not adopted an 

impact fee ordinance or administrative procedures for the impact fee process as required by the Idaho 

Development Impact Fees Act; the county also admitted it had not enacted an ordinance in compliance 

with the state impact act—believing, in good faith, it was not required to do so, because, it believed it was 

not mandated to do so. Ms. White filed suit against the County, claiming that the road development fee 

http://www.cobar.org/repository/Ethics/FormalEthicsOpion/FormalEthicsOpinion_125_2013.pdf
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imposed by the County as a condition for approval of the White Cloud project violated the state’s law and 

deprived her of due process under both the federal and Idaho constitutions, posing two claims for relief: 

1) “Valley County’s practice of requiring developers to enter into a Road Development Agreement 

(RDA) or any similar written agreement solely for the purpose of forcing developers to pay money for its 

proportionate share of road improvement costs attributable to traffic generated by their development is a 

disguised impact fee, is illegal and therefore should be enjoined.” In that claim, Ms. White also alleged 

that, because Valley County failed to enact an impact fee ordinance under the state act, the imposition of 

the road development fees constituted an unauthorized tax. 2) Ms. White’s second claim for relief alleged 

that the County’s imposition of the road development fee constituted a taking under the federal and Idaho 

constitutions. The County replied that Ms. White voluntarily agreed to pay the RDA fees; however, Ms. 

White claimed the payments were involuntary, since payment was a prerequisite to obtain the final plat 

approval. The issue the federal district court presented to the Idaho Supreme Court centered on when the 

limitations period commences for statutory remedies made available under Idaho law to obtain a refund of 

an illegal county tax. The Court answered that the limitations period for statutory remedies made 

available under Idaho law to obtain a refund of an illegal county tax commences upon payment of the tax. 

White v. Valley County, Idaho Supreme Court, #40262, March 18, 2014.  

Property Law, Zoning, Planning & Land Use. Defendant-appellant Donald Pellicone appealed a 

Superior Court judgment confirming certain easements on his property. The County sought the 

easements’ validation to carry out a flood control project targeting Little Mill Creek in New Castle 

County. The issues on appeal to the Supreme Court were: (1) whether the Flood Control Project legally 

constituted a County project; (2) whether the County’s condemnation of Mr. Pellicone’s property fell 

within the New Castle’s statutory eminent domain authority; (3) whether the County’s action was a taking 

of Pellicone’s property for a public use as defined by law; and (4) whether the procedures set forth in 

Chapter 12, Article 7 were adhered to. Answering all questions raised on appeal as “yes,” the Supreme 

Court affirmed the Superior Court’s judgment. Pellicone v. New Castle County, Delaware Supreme 

Court, #329,2013, March 19, 2014. 

Land Use & Planning. The Kentucky Supreme Court, in a case involving the City of Lebanon, found the 

city’s annexation of adjacent property valid where the municipality had sought to annex several hundred 

acres of nearby property. The owners of the property subject to the annexation, including Appellees, had 

filed suit against Lebanon to invalidate the annexation ordinance. The trial court granted Appellees’ 

motion for summary judgment, concluding that Lebanon, by intentionally manipulating the annexation 

boundaries to guarantee a successful annexation, violated their constitutional rights. The court of appeals 

affirmed, holding that the boundaries of territory to be annexed must be “natural or regular,” and that the 

boundaries of the proposed annexation in this case did not meet this standard. The Supreme Court 

reversed and declared the annexation valid, holding (1) the court of appeals erred in applying a “natural or 

regular” standard; and (2) the City’s annexation fully complied the statutory requirements and did not 

violate Appellees’ constitutional rights. City of Lebanon v. Goodin, Kentucky Supreme Court, 2011-SC-

000468, March 20, 2014. 

In a Quarry? In 2012, the Bangor, Maine Planning Board approved Harvey Sprague’s application to 

open and operate a quarry in Bangor’s rural residence and agricultural district. Sharon Cassidy sought 

judicial review of the Board’s decision, listing as one of the grounds for her appeal the Board’s failure to 

make findings of fact and conclusions of law to accompany its approval letter. The superior court 

accepted the findings of the Board retroactively and granted Ms. Cassidy forty days to consider the 

findings and file an amended brief in support of her appeal. Ms. Cassidy, in consequence, filed, but the 

Pine Tree Supreme Court dismissed the appeal because it was interlocutory and did not fall within any of 

the exceptions to the final judgment rule. Cassidy v. City of Bangor, Maine Supreme Court, March 18, 

2014.  

http://law.justia.com/cases/delaware/supreme-court/2014/329-2013.html?utm_source=Justia+Law&utm_campaign=f41e26c8b2-summary_newsletters_practice&utm_medium=email&utm_term=0_92aabbfa32-f41e26c8b2-406006657
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Don’t Sink the Bismarck! Urban Renewal. In a not Three Stooges case in North Dakota, a plaintiff, 

Erling “Curly” Haugland appealed the grant of summary judgment that dismissed his action against the 

City of Bismarck for declaratory relief involving the city’s implementation of an urban renewal plan and 

use of tax increment financing to fund renewal projects in its renewal area. Mr. Haugland argued the city 

had failed to establish as a matter of law that it complied with the procedural requirements of N.D.C.C. 

40-58-06 for substantially modifying its urban renewal plan in 1994. On remand, the district court 

decided an appropriate 1994 resolution existed to add six city blocks to the renewal area, and the court 

authorized renewal projects in the renewal area which were pending in January 2011. The Supreme Court 

affirmed in part, and reversed in part: affirming that portion of the summary judgment concerning the 

city’s urban renewal plan, including pending authorized projects for the existing renewal area when the 

district court decided the case in January 2011. The Court reversed and remanded summary judgment 

with respect to approval of the 1994 plan, finding no disputed issues of material fact existed regarding 

approval. Haugland v. City of Bismarck, North Dakota Supreme Court, #20130100, March 14, 2014. 

Special Assessments. A Mr. Fred Hector appealed the grant of summary judgment that dismissed his 

action against the City of Fargo for claims involving special assessments against his land, claiming the 

district court erred in granting Fargo summary judgment, because state law, N.D.C.C. 40-26-07 

authorized his action to judicially establish Fargo’s special assessments as void to the extent the 

assessments exceeded the municipality’s actual costs of improvements. Mr. Hector argued his claims 

were not barred by administrative res judicata. The court concluded the state provisions authorized a court 

to review issues about a municipality’s special assessments in the context of the adequate legal remedy of 

an appeal. Furthermore, the justices wrote, issues Hector raised in this action were res judicata. Hector v. 

City of Fargo, North Dakota Supreme Court, #20130223, March 20, 2014. 

Grants 
CFDA Opportunity Title Federal Agency Opportunity 

Number 
Eligibility Due Date Match? 

10.303 Methyl Bromide Transitions Department of 
Agriculture-
National Institute 
of Food and 
Agriculture 

USDA-NIFA-ICGP-
004511 

Institutions of 
Higher Education 
(IHEs) 

5/6/2014 X 

10.307 Organic Agriculture 
Research and Extension 
Initiative 

National Institute 
of Food and 
Agriculture 

USDA-NIFA-ICGP-
004510 

State agricultural 
experiment 
stations, IHEs 

5/8/2014 X 

10.309 Specialty Crop Research 
Initiative 

National Institute 
of Food and 
Agriculture 

USDA-NIFA-SCRI-
004509 

State agricultural 
experiment 
stations, IHEs 

6/20/2014 X 

10.580 SNAP Process and 
Technology 
Improvement  Grants 
Announcement 

Food and Nutrition 
Service 

USDA-FNS-FY2014-
SNAP-PTI-GRANTS  

State and local 
governments, 
educational 
entities 

5/22/2014   

10.592 HHFKA Demonstration 
Projects to End Childhood 
Hunger FY2015 

Food and Nutrition 
Service 

USDA-FNS-HHFKA-
DEMO-FY2015  

State 
governments 

7/7/2014  

10.912 Oregon Conservation 
Innovation Grants 

Oregon State 
Office 

AG-0436-G-14-002 Unrestricted 5/16/2014 X 

10.912 Connecticut Conservation 
Innovation Grant 2014 

NRCS-
Connecticut State 
Office 

USDA-NRCS-CT-14-
01 

State and local 
governments 

4/25/2014 X 

10.912 Conservation Innovation 
Grant - New Hampshire 

California State 
Office 

USDA-NRCS-NH-14-
0001 

State and local 
governments, 
IHEs 

5/2/2014 X 

10.912 NEW JERSEY FY2014 
CONSERVATION 

New Jersey State 
Office 

USDA-NRCS-NJ-14-
0001 

State and local 
governments 

6/30/2014   
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INNOVATION GRANT 

11.417 National Sea Grant College 
Program 2014 Special 
Projects 

Department of 
Commerce 

NOAA-OAR-SG-
2014-2004033 

IHEs 6/30/2015 X 

NA Review and Oversight for 
Warrenton Training Center 

Dept. of the 
Army  --  Corps of 
Engineers 

NAB-14-0002 State 
governments 

3/28/2014   

15.228 Fuels Management Youth 
Employment, Spokane 
District 

Department of the 
Interior-Bureau of 
Land 
Management 

L14AS00054 Unrestricted 4/17/2014 X 

15.230 BLM CO Noxious Weed 
Management in Rio Blanco 
County Colorado. 

Bureau of Land 
Management 

L14AS00056 County 
governments 

4/16/2014   

15.238 Noxious Weed Awareness 
and Education in MT 

Bureau of Land 
Management 

L14AS00059 IHEs 4/21/2014 X 

15.238 BLM Utah Challenge Cost 
Share Program FY2014 

Bureau of Land 
Management 

L14AS00060 Unrestricted 6/30/2014 X 

15.238 BLM Utah Challenge Cost 
Share Program FY2014 

Bureau of Land 
Management 

L14AS00061 Unrestricted 6/30/2014 X 

15.408 FY 2014 Renewable Energy 
Program 

Bureau of Ocean 
Energy 
Management 
(BOEM) 

M14AS00004  IHEs 6/17/2014 X 

15.504 WaterSMART: Title XVI 
Feasibility Studies for Fiscal 
Year 2014 

Bureau of 
Reclamation 

R14AS00030 Unrestricted 5/6/2014 X 

15.634 Region 7 - FY 14 State 
Wildlife Grant Program - 
Open to State Fish and 
Wildlife Agencies 

Fish and Wildlife 
Service 

F14AS00124 State 
governments 

8/31/2014 X 

15.634 R2 State Wildlife Grant 
Program (TO STATE FISH 
AND GAME AGENCIES 
and Mark Schwartz ONLY) 

Fish and Wildlife 
Service 

F14AS00125 State 
governments 

9/30/2014 X 

15.669 Science Applications 
Landscape Conservation 
Support 

Fish and Wildlife 
Service 

F14AS00114 Unrestricted 4/17/2014   

15.808 Cooperative Ecosystem 
Studies Unit, Rocky 
Mountain CESU 

Geological Survey G14AS00045 Participating 
partners of the 
Rocky Mountains 
Cooperative 
Ecosystem 
Studies Unit 
(CESU) 

3/28/2014  

15.808 Cooperative Ecosystem 
Studies Unit, Desert 
Southwest CESU 

Geological Survey G14AS00048 Participating 
partners of the 
Desert Southwest 
CESU 

3/28/2014   

15.817 Cooperative Ecosystem 
Studies Unit, Pacific 
Northwest CESU 

Geological Survey G14AS00046 Participating 
partners of the 
Rocky Mountains 
CESU 

3/28/2014  

15.817 Cooperative Ecosystem 
Studies Unit, Chesapeake 
Watershed CESU 

Geological Survey G14AS00047 Participating 
partners of the 
Chesapeake 
Watershed CESU 

3/28/2014   

15.817 Cooperative Ecosystem 
Studies Unit, Gulf Coast 

Geological Survey G14AS00051 Participating 
partners of the 

3/31/2014  
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CESU Gulf Coast CESU 

15.945 Natural Resource Condition 
Assessments for Kaloko-
Honokohau National 
Historical Park, Pu'uhonua o 
Honaunau National 
Historical Park, and 
Puukohola Heiau National 
Historic Site 

National Park 
Service 

P14AS00044 Participating 
partners of the 
Hawaii-Pacific 
Islands CESU 

4/14/2014  

15.979 Cooperative Ecosystem 
Studies Unit, Rocky 
Mountain CESU 

Geological Survey G14AS00050 Participating 
partners of the 
Rocky Mountains 
CESU 

3/28/2014   

16.554 FY 2014 National Criminal 
History Improvement 
Program (NCHIP) 

Department of 
Justice-Bureau of 
Justice Statistics 

BJS-2014-3833 State 
governments 

5/12/2014  

16.560 NIJ FY 14 National Criminal 
Justice Technology 
Information Resource 
Center 

National Institute 
of Justice 

NIJ-2014-3731 Unrestricted 6/16/2014   

16.560 NIJ FY 14 National Law 
Enforcement Corrections 
and Technology Center 
(NLECTC) System Small, 
Rural, Tribal and Border 
(SRTB) Regional Center 

National Institute 
of Justice 

NIJ-2014-3764 Unrestricted 6/16/2014  

16.609 BJA FY 14 Violent Gang 
and Gun Crime Reduction 
Program (Project Safe 
Neighborhoods) 

Bureau of Justice 
Assistance 

BJA-2014-3810 State and local 
governments, 
IHEs 

5/12/2014  

16.813 FY 2014 NICS Act Record 
Improvement Program 
(NARIP) 

Bureau of Justice 
Statistics 

BJS-2014-3834 State 
governments 

5/12/2014   

43.001 ROSES 2014: Atmospheric 
Composition Spectral 
Climate Signal 

NASA-
Headquarters 

NNH14ZDA001N-
ACSCS 

IHEs 5/1/2014  

43.001 ROSES 2014: Astrophysics 
Data Analysis 

NASA 
Headquarters 

NNH14ZDA001N-
ADAP 

IHEs 5/16/2014  

43.001 ROSES 2014: Exobiology NASA 
Headquarters 

NNH14ZDA001N-
EXO  

IHEs 4/14/2014  

43.001 ROSES 2014: IceBridge 
Research 

NASA 
Headquarters 

NNH14ZDA001N-
ICEBR 

IHEs 5/1/2014   

43.001 ROSES 2014: Rapid 
Response and Novel 
Research in Earth Science 

NASA 
Headquarters 

NNH14ZDA001N-
RRNES  

IHEs 3/31/2015  

43.001 ROSES 2014: Solar System 
Observations 

NASA 
Headquarters 

NNH14ZDA001N-
SSO 

IHEs 4/7/2014  

43.001 ROSES 2014: Solar System 
Workings 

NASA 
Headquarters 

NNH14ZDA001N-
SSW  

IHEs 5/23/2014   

43.001 FY 2014 NASA 
COOPERATIVE 
AGREEMENT NOTICE 
{CAN} EXPERIMENTAL 
PROGRAM TO 
STIMULATE 
COMPETITIVE 
RESEARCH {EPSCOR} 

NASA 
Headquarters 

NNH14ZHA001C Unrestricted 3/24/2014 X 

43.002 A.2 Fixed Wing (FW1) NASA 
Headquarters 

NNH14ZEA001N-
FW1 

Unrestricted 5/7/2014  
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43.008 2014 NASA RESEARCH 
ANNOUNCEMENT {NRA} - 
EDUCATOR 
PROFESSIONAL 
DEVELOPMENT {EPD} 

NASA 
Headquarters 

NNH14ZHA001N-
EPD 

Unrestricted 6/18/2014   

47.050 Coupling, Energetics, and 
Dynamics of Atmospheric 
Regions 

National Science 
Foundation 

14-545 Unrestricted 7/17/2014   

66.126 San Francisco Bay Water 
Quality Improvement Fund 
(FY2014 Funds) 

Environmental 
Protection Agency 

EPA-R9-WTR3-14-
01 

State and local 
governments, 
IHEs 

4/30/2014 X 

66.461 FY14 Region 5 Wetland 
Program Development 
Grants  

Environmental 
Protection Agency 

EPA-R5-WPDG-2014 State and local 
governments, 
IHEs 

4/30/2014 X 

66.461 FY14 Region 2 Wetland 
Program Development 
Grants 

Environmental 
Protection Agency 

EPA-REG2-14-
WPDG 

State and local 
governments, 
IHEs 

5/2/2014 X 

81.049 Theoretical Research in 
Magnetic Fusion Energy 
Science 

Department of 
Energy-Office of 
Science 

DE-FOA-0001102 Unrestricted 6/19/2014  

81.087 Notice of Intent to Issue 
Funding Opportunity 
Announcement titled 'MHK 
R&D University Consortium' 

Golden Field 
Office 

DE-FOA-0001103 IHEs   X 

84.116 Office of Postsecondary 
Education (OPE) Training 
for Realtime Writers 
Program 

Department of 
Education 

ED-GRANTS-
031714-001 

IHEs 4/29/2014  

84.351 Office of Innovation and 
Improvement (OII): 
Professional Development 
for Arts Educators (PDAE) 
Program  

Department of 
Education 

ED-GRANTS-
031814-001 

State and local 
governments, 
IHEs 

5/19/2014   

93.067 Population-based HIV 
Impact Assessments in 
Resource-Constrained 
Settings under the 
President's Emergency Plan 
for AIDS Relief (PEPFAR) 

Department of 
Health and 
Human Services-
Centers for 
Disease Control 
and Prevention 

CDC-RFA-GH14-
1409 

State and local 
governments, 
IHEs 

5/5/2014  

93.073 Provider Education and 
Public Awareness about 
Primary Immunodeficiency 
Disease 

Centers for 
Disease Control 
and Prevention 

CDC-RFA-OE12-
120303CONT14  

Continuation of 
funds for CDC-
RFA-OE-12-1203 

4/20/2014   

93.074 Hospital Preparedness 
Program (HPP) and Public 
Health Emergency 
Preparedness (PHEP) 
Cooperative Agreements 

Centers for 
Disease Control 
and Prevention 

CDC-RFA-TP12-
120102CONT14  

Continuation of 
funds for CDC-
RFA-TP12-1201 

5/9/2014  

93.259 Rural Access to Emergency 
Devices Grant Program 

Health Resources 
& Services 
Administration 

HRSA-14-129 Local emergency 
response entities 

4/30/2014   

93.259 Public Access to 
Defibrillation Demonstration 
Project 

Health Resources 
& Services 
Administration 

HRSA-14-130 Local 
governments 

4/30/2014  

93.270 Community-based 
Programs to Test and Cure 
Hepatitis C 

Centers for 
Disease Control 
and Prevention 

CDC-RFA-PS14-
1413 

State and local 
governments 

5/4/2014   

93.283 Creutzfeldt-Jakob Disease 
(CJD); Increasing 

Centers for 
Disease Control 

CDC-RFA-CK10-
100105CONT14  

Continuation of 
funds for RFA 

5/1/2014  
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Educational Support and Prevention CK10-1001 

93.283 Continuing Enhanced 
National Surveillance for 
Prion Diseases in the 
United States 

Centers for 
Disease Control 
and Prevention 

CDC-RFA-CK12-
120803CONT14  

Continuation of 
funds for RFA 
CK12-1208 

5/1/2014   

93.283 CDCs National 
Undergraduate Student 
Program:  A Public Health 
Workplace Experience to 
Increase Student Interest in 
Public Health 

Centers for 
Disease Control 
and Prevention 

CDC-RFA-MN11-
110104CONT14  

Continuation of 
funds for CDC-
RFA-MN11-1101 

5/6/2014  

93.393 Human Immunodeficiency 
Virus (HIV) Prevention 
Projects for Young Men of 
Color Who Have Sex with 
Men (YMSM of Color) 

Centers for 
Disease Control 
and Prevention 

CDC-RFA-PS11-
111304CONT14  

Continuation of 
funds for PS11-
1113 

4/21/2014   

93.393 Core Infrastructure and 
Methodological Research 
for Cancer Epidemiology 
Cohorts (U01) 

National Institutes 
of Health 

PAR-14-160 State and local 
governments, 
IHEs 

3/10/2017  

93.865 Data Coordinating Center 
for the Collaborative 
Pediatric Critical Care 
Research Network (U01) 

National Institutes 
of Health 

RFA-HD-14-020 State and local 
governments, 
IHEs 

6/2/2014   

93.865 Collaborative Pediatric 
Critical Care Research 
Network (UG1) 

National Institutes 
of Health 

RFA-HD-14-022 State and local 
governments, 
IHEs 

6/2/2014  

93.947 U.S. partner within the 
global STOP TB 
Partnership and participate 
in Stop TB Partnership 
activities 

Centers for 
Disease Control 
and Prevention 

CDC-RFA-PS12-
120803CONT14  

Continuation of 
funds for CDC-
RFA-PS12-1208 

4/22/2014 X 

93.286+ Translational Research to 
Help Older Adults Maintain 
their Health and 
Independence in the 
Community (R21) 

National Institutes 
of Health 

PA-14-159 State and local 
governments, 
IHEs 

5/7/2017  

93.286+ Translational Research to 
Help Older Adults Maintain 
their Health and 
Independence in the 
Community (R01) 

National Institutes 
of Health 

PA-14-161 State and local 
governments, 
IHEs 

5/7/2017   

93.424+ Building Capacity of the 
Public Health System to 
Improve Population Health 
through National, Nonprofit 
Organizations 

Centers for 
Disease Control 
and Prevention 

CDC-RFA-OT13-
130202CONT14  

Continuation of 
funds for CDC-
RFA-OT13-1302 

4/21/2014  

93.846+ Accelerating Medicines 
Partnership (AMP) in 
Rheumatoid Arthritis and 
Lupus: Network Leadership 
Center (UM2) 

National Institutes 
of Health 

RFA-AR-14-015 State and local 
governments, 
IHEs 

5/21/2014   

93.846+ Accelerating Medicines 
Partnership (AMP) in 
Rheumatoid Arthritis and 
Lupus: Network Research 
Sites (UH2/UH3) 

National Institutes 
of Health 

RFA-AR-14-016 State and local 
governments, 
IHEs 

5/21/2014  

93.855+ Modeling Immunity for 
Biodefense (U19) 

National Institutes 
of Health 

RFA-AI-14-028 State and local 
governments, 
IHEs 

7/18/2014  
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93.855+ Atopic Dermatitis Research 
Network (ADRN) (U19) 

National Institutes 
of Health 

RFA-AI-14-033 State and local 
governments, 
IHEs 

7/8/2014   

97.008 FY 2014 Urban Areas 
Security Initiative (UASI) 
Nonprofit Security Grant 
Program (NSGP) 

Department of 
Homeland 
Security - FEMA 

DHS-14-GPD-008-
000-01 

State 
governments 

5/23/2014 X 

97.056 Fiscal Year (FY) 2014 Port 
Security Grant Program 
(PSGP) 

Department of 
Homeland 
Security - FEMA 

DHS-14-GPD-056-
000-01 

Eligible port 
areas 

5/23/2014 X 

97.067 FY 2014 Homeland Security 
Grant Program (HSGP) 

Department of 
Homeland 
Security - FEMA 

DHS-14-GPD-067-
000-01 

State 
governments 

5/23/2014 X 

97.075 FY 2014 Transit Security 
Grant Program (TSGP) 

Department of 
Homeland 
Security - FEMA 

DHS-14-GPD-075-
000-02 

Transportation 
agencies 

5/23/2014 X 

98.001 Girls Education - Strengthen 
Family and Community 
Support to Orphans and 
Vulnerable Children 
Program 

Mozambique 
USAID-Maputo 

RFA-656-14-000001 Unrestricted 5/7/2014 X 

98.001 Mali High Impact Health 
Services II  

Mali USAID -
Bamako 

RFA-688-14-000005 Unrestricted 5/14/2014 X 

98.001 Family Planning, Maternal, 
Neonatal and Child Health 
(FP/MNCH) Project in 
Afghanistan 

Afghanistan 
USAID-Kabul 

SOL-306-14-00226 Unrestricted 4/18/2014   

47.041+ Scalable 
Nanomanufacturing 

National Science 
Foundation 

14-544 IHEs 6/16/2014  

47.041+ Cultivating Cultures for 
Ethical STEM 

National Science 
Foundation 

14-546 IHEs 6/17/2014   

Intent to Award Federal Agency Opportunity 
Number 

Recipient   

15.655 Addressing Structural 
Uncertainty in a Decision-
making Framework to 
Inform Scaup Conservation 
Planning 

Fish and Wildlife 
Service 

F14AS00121 Montana State 
University 

  

15.677 Hurricane Sandy Disaster 
Relief; Assess Tidal Marsh 
Communities; Northeastern 
USA 

Fish and Wildlife 
Service 

F14AS00123 University of 
Maine 

  

15.677 Hurricane Sandy Disaster 
Relief; Tidal Marsh 
Restoration Prime Hook 
NWR, Delaware 

Fish and Wildlife 
Service 

F14AS00126 Delaware 
Department of 
Natural 
Resources and 
Environmental 
Control 
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