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Maine’ smunicipalitiesarevery concerned about
unfunded federal mandatesand federal intrusion into
historical areasof local control, but MMA’sExecutive
Committeewould liketo set those concernsasidefor
amoment and expressitsgratitudeto Maine' sCon-
gressional delegation for its continued support of
severd federal programsthat have significantly ben-
efited the people of Maine, and itsunified opposition
to the annexation of largetractsof northern Maineto
createafedera park.

Community Cri ented Pol i ci ng
Servi ces (QCPS) Program

Onefederal initiativethat isvery popular onthe
local level isthe COPS Program. Sinceitsenactment
in 1994, the municipditieshave noticed an unwavering
financial commitment to fund COPS. Thisfedera
legidation hasprovided Maine' spolicedepartments
with thefinancial capacity to hire morethan 280
additional law enforcement officers. Police depart-
mentsthat el ect to participatein the program make
application directly to the Department of Justice
(DQOJ). The DOJprovidesfederal grantsin an amount
up to 75% of thetotal salary and benefits of thelaw
enforcement officersfor athree-year period. Police
departmentsare obligated to retain the officer for one
budget cycle beyond thethree-year term. Tobe
eligiblefor funding, the police department must utilize
theadditional law enforcement officer inacommunity
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policing capacity, though this need not bethe only
responsibility of the officer.

Low I ncone Home Ener gy
Assi st ance Program( LI HEAP)

The Federal LIHEAP programisasuccessful
program providing heating assistance to over 45,000
Maine households. Over the past decade, the State has
received $180 millioninfederal heating assistance
grants. LIHEAP supplemental funds are dependent
upon the severity of thewinter aswell asfluctuationsin
thepriceof oil. Withinthelast ten yearsMaine has
received an additiona $41 millionin supplemental
awards. Thisfedera financial support has provided an
average $300 hesting assi stance benefit to Maine
citizensin need.

Creation of a New Federal Park

Recently MMA'’ s Executive Committeeread with
great interest aletter from the Director of theU.S.
Department of theInterior totheMaineLegidature. The
letter provided areassurancethat the Department of
Interior did not have any intentions of undertaking an
analysisof theneed for afederal park located in
Maine snorthwoods. MMA addressed thisissuewith
the delegation in the 2001 Federal |ssues Paper and
received assurance at that timethat delegation members
opposed the creation of afederal park. MMA wantsto
thank all membersof thedelegation for their continued
advocacy against the creation of afederal park.
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| nt roducti on

Themunicipal leadersin Maine engagein aconstant
challengeto balance the costs of thelocal government
servicesthat their citizensneed and thefinancial capac-
ity of the community to pay for those services. Thisis,
of course, achallengethat isfaced by theleadersat all
levelsof government. Thereisanimportant difference,
however, with respect to the strategiesthat municipal
officials can employ to meet that challenge and the
strategiesof thelarger unitsof government at the state
andfederal level. Thedifferenceisthat the buck stops
at themunicipal level. Thetask of raising therevenueto
pay for thegovernmental servicesin Maine stownsand
citiescannot be passed to any other level of govern-
ment or administrative entity. In Maine, thefinancial
burden fallsdead center on the property tax, and the
property tax isat the breaking point.

Maine' sCongressiona delegation should easily
recognizethe corefederal issuesthat areidentified in
the 2002 edition of our Federal IssuesPaper: specia
education funding, compliance with the Clean Water
Act, support for Maine' stransportationinfrastructure,
and the serious erosion of the State’ ssalestax baseto
e-commerce. Each one of theseissuesunderscoresthe
importance of Congressfocusing ontheimpactsof its
decisionson community-level government. It all trickles
downtothe municipalities, and what has been trickling
down lately areunfunded federal mandates, federal
preemptions, and handcuffs on the ability of the stateto
properly collect itssalestax.

Thisisthelist of questionsthe municipalitieswould
like each member of Maine' sCongressiona delegation
to answer beforevoting on any hill. If the answer to any
one of thefollowing questionsis‘yes , Maine' srepre-
sentatives should opposethelegidation.

» Will theproposed federal legidation requirelocal
governmentsto expand their level of servicesat the
expense of thelocal property taxpayers?

» Will the proposed federal legidation empower
federal or state regul atory agenciesto requireloca
governmentsto expand their level of servicesat the
expense of thelocal property taxpayers?

» Will the proposed federal |egidation beinter-
preted by local school administrative units, county
government, water or sewer districts, other quasi-
municipal or regional entities or the advocates of
varioudly entitled classesof individualsto expand the
level of municipal servicesat the expense of thelocal

property taxpayers?

* Will the proposed federal legid ation preempt or
intrudeonloca homeruleauthority?Wheat arethered-life
examplesin Mainewherealocal authority has been used
insuch away to deservefederal intrusion?

» Will the proposed federal legidation create new or
expanded federal programs, the funding of whichwill
diminish the capacity of thefederal government to honor
theexigting financial commitmentsit hasyet to fulfill?

Soeci a Educat i on: Federal
Rol e in K-12 Educat i on

Individuals with Disabilities Education Act
(IDEA). Maine smunicipal leaderstruly appreciatethe
effort of Maine' sCongressional delegationto movethe
federa government toward compliancewith its* intention”
to pay 40% of the cost of thefederal special education
mandate.

Unfortunately, the del egation’ seffort did not prevail.
Instead of ramping up to afull funding of thefederal
special education financial commitment in Six years, itis
our understanding that alessaggressive FY 03 appropria-
tion for IDEA was enacted that should boost the Maine
allotment from $31.5 millionto $36 million, compared with
astate-local special education cost for FY 03 projected at
$247 million. Anincreaseof thismagnitude should adjust
thefederal share of total special education costsinthis
statefrom 12%in FY 02t0 12.7%in FY 03, fully $77
million short of thefederal commitment.

Itistimeto recognizethat Congress “intention” with
regard to special educationisan empty federal promise
and that IDEA isnow and probably forever shall remain
themother of al unfunded federal mandates. That being
the casg, itistimeto consider addressing the problem
differently. Since meeting the promised federal share of
special educationissuch amanifestly low priority, Con-
gress should amend the special education lawsso that the
servicescan bedelivered at areduced expensetothe
property taxpayers.

Theactual administration of special educationis
shrouded in avell of secrecy, but municipal officiashave
formed thefollowing impressions:

» Thelaw isdesigned to provide special education
programsthat are devel oped with no meaningful input
from thetaxpayerswho pay thebill.

* Anindustry hasgrownin responseto IDEA that



thrives on the mandate and lack of taxpayer accountability.

* Although theindividual school administrative units
embracedifferent special education strategies, the path of
least resistance for many schoolsisto approve whatever
plan the students' advocates demand rather than the most
responsibleand cost effective alternative.

» The scope of student disordersand conditionsthat
trigger specia education treatment are so broad and
generaized in diagnosisthat significant percentages of our
schools' student popul ations are being treated as special
education cases.

Themunicipaitiesof Mainecall on Congressto
restructurethe special education lawsif itisnot going to
honor itscommitment to fund thefederal share of this
enormoudy expensive mandate.

Reauthorization of the Elementary and Second-
ary Education Act (ESEA 2002). ThePresident’s
signature on thebill that has been dubbed the“No Child
Shall BeLeft Behind” legidation generated agood deal of
fanfare. Themunicipalitiesin Mainearefar more skeptical
than the proponents of thislegidlation that the unprec-
edented intrusion into Maine’ slocal schoolsby thefederal
government iswarranted in Maine or remotely proportion-
atetotheactual funding Congress providesto K-12
education.

Thefedera government currently paysfor approxi-
mately 6% of K-12 educationin Maine, and the stateand
local governments split therest of thetab. WhenMaine's
municipal officialsask their school counterpartswhy the
school budgetsareincreasing year-to-year at double-digit
percentage rates, the most common responses are special
education (federal mandate) and Maine’ s system of school
accountability known as Learning Results (state mandate).
Themunicipalitiesnow expect thefederal testing and
accountability mandates enacted by the ESEA reauthoriza-
tion of 2002 to be added to that list.

With respect to the mandatory testing elements of
ESEA 2002, themunicipal concernsare somewhat
mitigated by thefact that Maineissubstantially ahead of
the pack when it comesto student assessment and school
accountability. We areaware, for example, that Senator
Callinsmade aspecia effort to ensurethat Maine's
comprehensive student testing programsthat occur in
grades4, 8 and 11, combined with the off-year, locally
administered portfolio-type assessments, will befound
substantially in compliance with thefederal testing require-
ments. It should be noted that those state and | ocal
assessment programsand Maine' sLearning Resultshave
not been accomplished because of federal mandates. No
mandate was needed because the people of this state

demand and achieve an appropriatelevel of accountability
from their schools.

The elements of ESEA 2002 that are harder to accept
arethe sanctionsthe new federal law wouldimposeona
school that was not meeting Congress' definition of
“adequateyearly progress’, including (within 3 or more
yearsof “inadequate” yearly progress) required tutoring
and other supplemental programs, extended school days
and school years, curriculum replacement, teacher re-
placement, management replacement, state takeover of
schoolsand school privatization. It ishard to know if any
of thiswould cometo passin Maine, but just becauseit’s
unwarranted doesn’'t makethisremarkably intrusivelaw
any morewelcome.

Theloca governmentsin Maine are beyond asking
Congress; they are now compelled to beg for relief. Please
fund your existing mandates, such as special education,
before even considering the passage of another comple-
ment of requirementsthat the property tax will ultimately
beforced to bear.

E- Cormer ce Taxati on

The State of Maineisstruggling withitsbudget. The
recession of 2001, combined with the economicimpacts
of theterrorist attacks of last September, hasforced the
State to scale back its spending plans and reduce the
governmental servicesit providesto our citizens. Maine,
not unlike most other states, relieson two major taxes, the
salestax and theincometax, to generate the revenuesit
needsto meet the educational, medical, social, environ-
mental, and planning and devel opment servicesthat the
people of Maine both need and deserve. Municipalities, in
turn, rely on the Stateto providefor itsfair share of those
governmental services. To the extent the Stateisunableto
provide those services, the municipalitiesare compelled to
pick up theslack. Thereisno governmental servicewhere
thishydraulic relationship between state and municipal
financia obligationsis more evident than public school
education. Right now the State providesjust 44% of the
direct costs of K-12 education, and the pressure onthe
property tax to make up the differenceisenormous.

Oneof thereasonsMaineishaving trouble meetingits
financial obligationsisthefast erosion of the salestax
base to electronic commerce. According to arecent
University of Tennessee study, “ State and Local Sales Tax
Revenuefrom E-Commerce; Updated Estimate”’, Maineis
estimated to havel ost approximately $43 million dollarsto
Internet salesin 2001, over 5% of itsbase. By 2006, that



lossisprojected to climb to $146 million, whichisesti-
mated to be 15% of Maine' ssalestax base at that time.

Thereasonsfor thislossareobvious. Theway in
which people purchase productsisfast changing from
over-the-counter retail purchasesto electronic sales
ordered over the Internet or through television shopping
centers. Thevast mgority of these e-commerce purchases
escapethe application of Maine' ssalesand usetax
becausethe physical presenceof theretailer isnotin
Maine and the usetax, which otherwise applies, isunen-
forceable.

Thisremarkable, conspicuousand very fast-growing
tax loophole hasresulted in manifestly unfair tax policy
that needsto be corrected, and Congress needsto help.
Many stateswith Maineincluded are cooperating inthe
development of the Streamlined Sales Tax Simplification
project. In summary, the Sales Tax Simplification project
would seethe participating statesharmonize their salestax
codes so that theimmediate, at-point-of-saleidentification
of the applicable salesor usetax rate could be assigned to
athird party administrator, and asystem could be created
for the collection of those salestax obligations, withthe
remoteretailersbeing compensated for their administrative
costs.

Important legidlation wasintroduced to Congressin
2001 by Senator Enzi (S. 1567) whichwould havegiven
the states guidance from Congress asto the devel opment
of the streamlined sal estax system and provided some
assurancethat after at least 20 states had conformed their
salestax codesto the simplified system, the Interstate
Commerce Clause obstacles to the uniform collection of
salesand use taxes among the parti cipating stateswould
ceasetoexist.

Unfortunately, Congressfailed to give adequate
support to Senator Enzi’ sthoughtful legidlation, and the
statesare | eft to continue operating in the dark.

MMA urgesthe Congressional delegation to actively
support and in aunified voice advocate for an equitable
streamlined salestax system. Althoughtheissueisde-
scribed as being embedded in compl exity, it can be boiled
downto asimplerequest for equity and fairness. As
Senator Enzi’ slegidation stated, “ Asamatter of eco-
nomic policy and basicfairness, smilar salestransactions
should betreated equally, without regard to the manner in
which salesaretransacted, whether in person, through the
mails, over thetelephone, onthelnternet, or by other
means.”

The current tax structure is a disadvantage to those
unableto afford or navigate a computer and benefits

those with Internet access. Internet salesthrive, shops
on Main Street struggle, and the State of Maine resorts
to the property tax to shore-up itslost salestax rev-
enue.

Vst ewat er Tr eat nent
Fea lities

MM A has been sending the same message to our
Congressional delegation since 1990; the municipalitiesin
Maine need meaningful financial assistancein order to
implement the Combined Sewer Overflow (CSO) require-
ments of the Clean Water Act. MMA hasrepeatedly
asked the del egation to support legidation that provides
therequisite funding necessary to achieve the upgrades
required by thefederal mandates.

Over the past fifteen yearsfederal assistancefor CSO
abatement has been provided to Mainein very small
relative sumsas Direct Grantsfor CSO projectsor
Special Projects Grants. Congress' philosophy appearsto
beto addressthe demand by capitalizing aloan program,
which doesn’t in any seriousway attack the underlying
need.

Drect Gants for CSOProj ects

In recent memory, the only federal grant fundsthat
Maine hasrecelved specifically earmarked for CSO
abatement has been through Marine CSO grants. Federal
Marine CSO grantsweredistributed to the communities
listed below.

Marine
FFY CSO Grants Community
85-86 $350,000 Thomaston
87-88 $76,643 Saco
89-90 $1,875,065 Cdais

Soecial Projects Gants (CSX)

The AppropriationsAct of 1995 awarded atotal of
$12millionin Specia Projects Grant money to the com-
munities of Bangor and Biddeford. Bangor’ s$6 million
grant wasinitialy givenfor acomposting facility, but was
later amended to be used for CSO abatement projects.

Of the $6 million received by Biddeford, approximately $2
million was used for CSO abatement whiletheremainder
of thefunding was used for upgrades at the treatment
plant.



Secial Projects Gants (Newfacilities
and upgr ades)

Itisonly recently that Maine has been receiving
Specia Project Grantsfor new facility construction or
treatment plant upgrades. In 2000, $1 millionin federal
money went to the Vinalhaven treatment plant project. In
2001, $1 million went to the upgradein Corinna. Andin
2002, itisour understanding that an additional $2 million
will gototheVinalhaven project. Thisrepresentsthetype
of direct and meaningful assistancethat many moreMaine
municipalitiescould use.

Capitalization Gants

Intheearly 1990 sthe Federal Congtruction Grants
program ceased to exist and wasreplaced by the State
Revolving L oan Fund (SRF) program. Thisprogram
providesloans, with interest cal culated at two points
under thegoing rate, and iscurrently being utilized by the
municipalitiesto thetune of $25to $35 million ayear. The
low interest |oans, while helpful, do not fund amandate.

Total SRF Loan
FFY SFR Loan Amount for
Year Amount CSO Abatement
1989 $7,275,200 0
1990 $7,528,700 0
1991 $15,886,629 $1,996,735
1992 $15,040,674 $230,000
1993 $14,878,611 $681,000
194 $9,225,300 $1,986,000
1995 $9,531,000 $9,208,014
1996 $15,618,191 $1,830,700
1997 $4,773,200 $16,853,500
1998 $10,423,809 $2,773,621
1999 $10,424,601 $3,049,500
2000 $10,389,258 $3,997,000
2001 $10,296,891 $14,673,438
Total $141,292,064 $57,279,508

Themunicipalitiesarefacing an aggregate CSO
infrastructure mandate of aquarter of abillion dollars. In
federal financial scope, that may not seemlikealot of
money, but in Mainethat isan enormous sum. Theloan
program capitalization appropriationsthat have been
averaging $11 million ayear fall far short of the need.

StormVWater Phase Il Permtting
Starting inayear or so, many Mainemunicipalitieswill

befinancially impacted by a* phasel1” federal mandate,
the Storm Water Phase |l Permitting Program. TheU.S.

Environmental Protection Agency hasmadeit abundantly
clear that thereisno new federal money to assist commu-
nitieswith theimplementation of Phasel1 technol ogy.

Thislegidationisan expansion of the Storm Water
Phase| regulationsthat impacted municipalitieswitha
population of morethan 100,000. MunicipalitiesinMaine
were spared the requirements under Phase | because of
thelack of population base, however Phase I will impact
construction sitesthat disturb morethan oneacre of land
and industrial activitiesoperated by municipalities, includ-
ing those operated by public worksfacilities.

ThePhasell Municipal Separate Storm Sewer Sys-
tems (M S4s) regulationswill encompassthose urban areas
with apopulation greater than 50,000 and apopul ation
density of at least 1,000 people per square mile asdeter-
mined by the U.S. Census Bureau. Based onthe 1990
Census, 21 of Maine smunicipaitieswill fall under this
regulation asaresult of their populationdensity. Therule
also coversoperators of small construction activitiesthat
disturb onetofiveacresof land. Inadditiontothe
municipalitiesdesignated by the EPA, the Maine Depart-
ment of Environmenta Protection (M DEP) hasbeen
delegated the authority to designate other townsthat have
the potential to significantly impact receiving watersdueto
stormwater runoff.

Phasell permitting will be administered by MDEP and
will take effect in March, 2003. MS34swill berequired to
createasix-tiered Water Management Program. This
program must include aplanto detect and eliminateillicit
dischargesto the storm water system and must also
undertake public education to inform citizensabout the
impact polluted storm water runoff dischargeshaveon
water quality. Thiseducation component must aso allow
an opportunity for citizensto participatein the devel op-
ment and implementation of anew system. M S4smust
also design construction site runoff controls, aswell as
post -construction controls. Thefinal component isthe
devel opment of pollution prevention measuresfor munici-
pal operations. In additionto thisWater M anagement
Program, theM $4 must identify the“Best Management
Practices’ and measurable goals.

MMA asksthe delegation to advocate for federal
financial assistancefor achieving the requirements
associated with Phase Il permitting. Federal mandates
such as CSOs and Phase Il permitting place more
burden on the property taxpayer and from the munici-
pal perspectiveit seemsentirely unfair for Congressto
so directly utilize the property tax to finance laws that
Congress chooses to pass.



Transportation

For over adecade and especially inthelast four years,
municipal officialshave directed, encouraged and pleaded
with the Congressiona del egation to accomplishtwovital
transportation goals. First, municipal officials have asked
thedelegation to assist in enhancing the economic vitality
of all areas of the state by providing morefederal dollars
for the construction of north-south and east-west corri-
dors. Second, municipal officialshaverequested that the
federal government grant awaiver of the 80,000 pound
weight limit on Interstate 95 north of Augusta. Our suc-
cessesin these areas have been modest, to say theleast,
but with the reauthorization of thefedera highway pro-
gramsin view, thewindow of opportunity iswide open.

Thecurrent six-year transportation improvement
program, TEA 21, will endin 2003 and Congresswill be
tasked withimplementing anew six-year plan. The
existing formula, whichisbased on the amount of fuel tax
revenues generated by each state, doesMaine no favors.
Of thesix New England states, Maineissecond in total
road miles, but fourth in total 2001 TEA-21 allocations.

In 2001, Manereceived fewer federa dollarsthan Rhode
Island, which has 27% of the Main€e' sroad miles and 85%
of thisstate’ spopulation. Thefollowing chart provides
some stark information with respect to the 2001 TEA-21
allocationson aper road mileand per capitabasis.

Total 2001 TEA-21 Allocations

Total 2001
Total Road TEA-21 TEA-21 TEA-21
Pop. Miles  Allocation Per Mile Per Capita
Connecticut 3,405,565 20,845 $449,902,827 $21,583 $132
Maine 1,274,923 22,669 159,596,873 7,040 125
Massachusetts 6,349,097 35,312 555,337,488 15,727 87
New Hampshire1,235,786 15,210 155,698,642 10,237 126
Rhodelsand 1,048,319 6,063 178,271,067 29,452 170
Vermont 608,827 14,275 134,709,782 9,437 221

Source: US Department of Transportation — Federal Highway Administration

Oneavenuefor the delegation to takeregarding the
2003 reauthorization isto changetheformulaso that states
like Maine, which havelow populations, highroad miles
and generate average or below averagefedera fuel tax
revenue can gain accessto morefedera funds. Another
equally important and perhaps morepolitically feasible
avenuefor the del egation to pursueisto secure additional
transportation resourcesthrough dedicated specia project
funds. Thedelegation should carefully monitor the next
six-year federd transportation funding program to maxi-
mize every opportunity to earmark revenuefor Maine,

particularly intheareas of corridor construction and
improvement programs (north-south and east-west
infrastructure systems) and bridges. Thedelegation
should striveto get Maine back to thefunding level it
received inthefirst six-year program (ISTEA —1992-97).
Betweenthelast year of ISTEA (1997) and thefirst year
of TEA-21(1998) Maine' s* specia revenue” alocation
for projects such asthe Portland/South Portland bridge
and the Donald Carter bridgein Watervillewasreduced
from $182 millionto $47 million, adecrease of 74%.
Now isthetimefor action.

Weight Limits. For too many yearsthe municipalities
have been seeking anincreasein theweight limit onthe
Interstate 95 north of Augusta. Thefactsareplain. Federal
highway policy ispushing the heavier trucksonto state
and local roadswhich threatens public safety and creates
anunfair burden of road maintenance. Giventheredlities
of truck trangit in thisnation, the 80,000 |b. weight limitis
archaic. Although each member of Maine’ sdelegation has
either sponsored or co-sponsored aweight limit bill this
session, the billshavebeenidled. H.R. 2151, sponsored
by Rep. John Baldacci and co-sponsored by Rep.
ThomasAllen, waslast acted upon on June 14, 2001
when it wasreferred to the subcommittee on Highways
and Transit. Similarly, abill sponsored and co-sponsored
by Senators Olympia Snowe and Susan Collins (S. 1345)
wasreferred on August 12, 2001 to the Committee on
Commerce, Scienceand Transportationwithout further
action. Wedon't understand enough about the federal
legidative processto know whether thismeansthese bills
aredead, but they shouldn’t bekilled by inaction. Why is
it that the public debate about thissgnificant road manage-
ment and public safety issuein Mainecannot go forward?

Honel and Security

Thehorrifying events of September 11, 2001, and the
intensified security measuresthat followed, cannot go
unmentioned. Asaresult of theterrorist attacks, dl levels
of government have been drawn into the protection of the
nation, the state and our communities. Accordingtoa
Bangor Daily Newseditorial, homeland security in Maine
isexpected to comewith apricetag of approximately $20
million.

Municipalitiesplay aprominent rolewith respect to
community security, and many townsand citiesarefeeling
thefinancial stressof federally mandated and federally
suggested increasesin security measuresat our airports,



seaportsand state borders.

For example, increased security at the Bangor airport
hasreached atotd of $228,600 annually with an additional
one-timeexpenditure of $92,900. Increased law enforce-
ment presence at the Augustaairport has cost the Capital
City over $25,000. Augustahasalso spent an estimated
$15,000in overtimefor both policeand fireservicesasa
result of responding to anthrax scares and has absorbed
substantial costsin training and purchasing personal
protective equipment for fire, policeand emergency
personnel. Evenasmaller community, such asFreeport,

isnot exempt from the unexpected costs. Freeport
firefighting personnel responded to over 50 anthrax scares
last fall, creating an early holein thetown’ spublic safety
budget. Our largest city, Portland, has spent about
$250,000 on its post-attack seaport defense and $1.5
millionin additonal fundsat theairport.

Thefedera, stateand local public safety officialsare
already working in acoordinated way to addressthe
security of our citizens. Themunicipalitiesareonly asking
for someintergovernmental coordination inthefunding of
their activitiesaswell.
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