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-otate, local leaders defend tax exempt
“muni bonds” as Trump, U.S. Congress
talk infrastructure improvement plan

MUNI BONDS from Page 1
ey makes the tax exemption a
tempting target.

U.S. House Ways and Means
Committee Chairman Kevin
Brady, a Texas Republican, said
ata Heritage Foundation event in
December that he thinks there’s
“merit” to eliminating the deduc-
tion as part of a broader tax pol-
icy makeover that would lower
rates. “The added benefit here is
that the federal tax code will no
longer subsidize higher taxes at
the local level,” Brady said.

House Republicans released
a tax policy blueprint last year
that proposed eliminating most
itemized deductions, including
those taken for interest earned on
municipal bonds. The proposal
would keep intact deductions for
mortgage interest and charitable
giving. They are now drafting a
new version of the plan.

A Meeting With Trump

Even though they are called
“municipal” bonds, states and
other entities such as school dis-
tricts and water authorities also
rely on them. In 2016, there were
$423.8 billion in new municipal
bond sales, which include bonds
issued by state authorities, water
and sewer districts, local author-
ities, municipalities, counties,
and colleges and universities.

The tax-free bonds come in
three varieties. Most municipal
bonds used to finance infrastruc-
ture projects are “general obli-
gation” bonds, which means the
governmental body that issues
them puts its “full faith and cred-
it” behind them. In other words,
the city or county issuing the
bonds pledges that its taxpayers
will pay them off, no matter what
happens. Cities and counties also
issue “revenue bonds,” which
they pay back using fees, such
as tolls or public utility fees.
Then there are “private activity”
bonds, which are used mostly for

housing and are secured by mort-
gages.

Shortly before President Don-
ald Trump’s inauguration, Benja-
min and other mayors of cities large
and small met with the incoming
president, who assured them that he
opposed taxing any of the types of
bonds. “He said he understood and
would be fully supportive” of the
tax-free bonds, said Larry Jones,
assistant executive director of the
nonpartisan U.S. Conference of
Mayors. “However, we have yet to
see how he would treat tax-exempt
bonds in any budget proposal or
tax reform proposal. We’ve been
making our case on the Hill.”

Governors also have expressed
support for keeping the bonds
tax-exempt. “Municipal bonds
remain a critical tool to financing
the construction or improvement
of schools, streets, highways, hos-
pitals, bridges, water and sewer
systems, ports, airports and other
public works,” the National Gover-
nors Association said in a statement
earlier this month.

Despite Trump’s assurances,
muni-bond supporters have reason
to be wary. During the presidential
campaign, Trump’s economic ad-
visers Peter Navarro and Wilbur
Ross (since confirmed as secretary
of commerce) questioned the wis-
dom ofrelying on tax-exemptbonds
to rebuild the nation’s infrastruc-
ture, as Trump has pledged to do.

Instead, they suggested award-
ing federal tax credits to private
firms to do the work. The tax credits
might not replace municipal bonds,
but they could crowd the market for
infrastructure investing.

A Traditional Target

Muni bonds also came under
fire during the last major revision
of the federal tax code, in 1986.

Frank Shafroth, director of
the State and Local Government
Leadership Center at George Mason
University, was the National League
of Cities’ director of federal relations

during that debate. In a recent inter-
view, he recalled the mad scramble
to keep muni bonds tax-exempt as
President Ronald Reagan and Repub-
licans in Congress sought to eliminate
or scale back the exemption.

Shafroth said awarding tax
credits to private firms, as Trump’s
economic advisers have proposed,
“would not help with the vast num-
ber of projects” because, he said,
those tax credits would most likely
go to big, new projects, where they
would be worth the most to private
companies, not smaller efforts like
road repair or school reconstruction.

Elizabeth Kautz, the mayor
of Burnsville, Minn., just south of
Minneapolis, emphasized that her
city relies on municipal bonds to
pay for street repaving and other
basic maintenance, not to build
shiny new stuff.

“It’s not like you do it once and
it’s done,” Kautz said. “There are
always improvements and mainte-
nance you have to do.” She said the
city has a fiduciary responsibility
to citizens to make these improve-
ments and to issue the bonds to
finance them.

But critics of muni bonds argue
that they make borrowing money
for infrastructure projects so easy
that some cities and towns unneces-
sarily construct things. If the cities
had to pay outright, there would be
more discretion on what projects to
fund, the theory goes.

Scott Greenberg, an analyst
at the Tax Foundation, said muni
bonds may encourage cities to
“overinvest in infrastructure, par-
ticularly if states and localities are
also able to shift their tax burdens
onto nonresidents.” That shift
occurs when nonresidents buy the
municipal bonds.

“The subsidy goes to fund
both projects that would have been
funded no matter what, and projects
that would not have been funded
without the subsidy,” Greenberg
said. “It’s the second category we
should be at least a little wary of.”

UT-MTAS MARCH / APRIL MAP CLASSES

DRINKING FROM A FIRE HYDRANT: OVERVIEW OF MUNICIPAL WATER SYSTEMS

This course covers key topics
concerning the municipal water
system including TDEC fire
hydrant rules and regulations;
protection of water systems from
physical damage by fire depart-
ment personnel; non-revenue
water use, water loss, and theft;
and others.

Dates/Locations/Times
March 28: Memphis

8:30 am. — 12:30 p.m. CDT
March 29: Jackson

8:30 am. — 12:30 p.m. CDT
April 4: Kingsport

8:30 a.m. — 12:30 p.m. EDT
April 5: Knoxville

8:30 a.m. — 12:30 p.m. EDT
April 6: Collegedale

8:30 a.m. — 12:30 p.m. EDT
April 7: Nashville

8:30 a.m. — 12:30 p.m. CDT

Credits: 4 CPE/CMFO (Other)
(PA)

To register for a course, go to
www.mtas.tennessee.edu, or fax
to 865-974-0423. Credit card pay-
ments must register online with
the Solution Point System: http://
www.solutionpoint.tennessee.
edu/MTAS or by invoice. For reg-
istration assistance, call 865-974-
0413. Or for more information,
contact Kurt Frederick, training
consultant, at 615-253-6385.

TENNESSEE

FESTIVALS

March 27- April 2: Columbia
Mule Day

An annual celebration of all
things related to mules and held
in Columbia, the “Mule Capital”
of the world. What began in 1840
as “Breeder’s Day,” a meeting for
mule breeders, it now attracts more
than 200,000 people and takes
place over four days. In addition
to mules, traditional Appalachian
food, music, dancing, and crafts are
featured. For more information go
to http://muleday.org/about/.

March 31 - April 1: Savannah
%OXHV +RJ %%4

The Kansas City Barbeque So-
ciety sanctioned cook-off Blues
Hog BBQ & Music Fest is back
for its third year. The event will
take place at Wayne Jerrolds Park
in Savannah. Friday night activ-
ities will include a Kids Que and
cooking classes by professional
BBQ cookers. Saturday brings a
classic car show as well as other
activities. Attendees will have the
opportunity to taste BBQ cooked
by the professional cookers. More
information on the event can be
found at www.blueshogbbgand-
musicfest.com or by calling Mary
Beth Hopper at 731-616-7474 or
emailing mbhopper@eplus.net.

April 1: Union City
6RXWKHUQ 1LJKWYV
covery Park of America

Enjoy live music, good company
and delicious food as the concert
series on the Great Lawn kicks
off for the season. Tickets are
$10 and are available to purchase
at the gate. Don’t forget to bring
your picnic blankets and lawn
chairs. Gates open at 5:30 p.m. For
more information email: kjarvis@
discoveryparkofamerica.com; or
phone 1-877-885-5455

April 8: Pulaski
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Spend a fun filled afternoon
at Milky Way Farm in Pulaski
searching for candy treasures.
Bring your baskets and camera for
photo opportunities with the Easter
Bunny. A $12 fee for adults and
children includes participation in
all activities and snacks. For more
information go to http:/milkyway-
farm.org/event/milky-way-farms-
spring-easter-egg-hunt/?instance
1d=3308, or call 931-808-228]1.

April 7-9: Knoxville
5K\WKP 191 %ORRPV
Knoxville’s largest music festival
returns to Knoxville’s Historic Old
City along Jackson Ave. and other
Old City venues. Purchase week-
end passes, get information about
the Old City, Downtown Knoxville
and the full festival experience at
rhythmnbloomsfest.com.

The town of Livingston recently closed a $3 million fixed rate
loan with the Tennessee Municipal Bond Fund to finance
water and sewer system improvements. Pictured are Liv-
ingston Town Clerk Phyllis Looper, TMBF representative
Linda Mooningham, Livingston Mayor Curtis Hayes, and
Vice Mayor Bill Winningham.

No loan is too large or too small

The city of Humboldt recently closed a $3,825,000
fixed rate loan with the Tennessee Municipal Bond
Fund to finance renovations and improvements to
city schools. Pictured are Humboldt Mayor Marvin
Sikes, TMBF representative Tommy Green, and
Humboldt Treasurer Kim Hadley.

See us for your special
projects needs.
(615) 255-1561
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Drone network to aid in natural disaster response

BY KATE COIL
TML Communications Specialist

Using eyes in the sky, a Memphis-based
organization is working to ensure that Ten-
nessee and several other neighboring states
are prepared for major disaster events.

A non-profit organization, the Cen-
tral United States Earthquake Consortium
(CUSEC) was established in 1983 to repre-
sent the states most impacted in the Central
U.S., particularly those along the New Ma-
drid Fault Line. Tennessee is one of those
eight states along with Alabama, Arkansas,
[llinois, Indiana, Kentucky, Mississippi, and
Missouri. Emergency managers from each
state serves on the CUSEC’s board of direc-
tors. The goal of the CUSEC is to help states
develop earthquake management programs
and helping the states work together as a
region in case of a major earthquake event.

As part of the organization’s work to
help states prepare for and recover from
earthquake events, CUSEC Executive Di-
rector Jim Wilkinson said the consortium
is piloting a new aerial drone program with
help from volunteer operators across the
eight-state region.

“We want to help our state emergency
management agencies be better prepared
for an earthquake,” Wilkinson said. “Drone
technology is rapidly emerging, and the ap-
plications are endless. As we started looking
into it, there wasn’t any structure the emer-
gency management community could tie into
to use these drones. We know the information
drones provide is a huge resource and indis-
pensable for helping us figure out what has
happened.”

Often times, emergency personnel can-
notbegin making assessments about a natural
disaster until after they have been on the
scene. Wilkinson said the use of drones could
give emergency management officials an
earlier look into disaster areas and help speed
up the decision-making process, potentially
saving lives and infrastructure.

“An earthquake is a no-notice event, and
can take emergency management operations
awhile to get up and running. That time delay
means lives could be lost, and infrastructure
could be lost,” he said. “If we create this
network of volunteer operators throughout
the central United States and have worked
them into our emergency plan, those people
know when this happens to get that drone
up in a predetermined radius to look at that
area. They can then start sending back photos
to the decision makers, drastically reducing
the time it will take to send what are often
limited resources.”

Drones can also help determine what ar-
eas have the most damage and help identify if
infrastructure like bridges, streets or tunnels
are destroyed so emergency officials can find
the quickest route to providing help.

Wilkinson said massive natural disasters
can sometimes overwhelm local emergency
management agencies, even putting recovery
into a holding pattern before state officials
can arrive. If a disaster has damaged fire
departments, police departments, EMS
services, and other emergency management
facilities or equipment, local officials may
not have the ability to respond.

“In an earthquake situation, it is very
easy for local officials to be affected them-
selves,” he said. “You also sometimes have
a situation where pockets are unscathed and
others are devastated, so emergency respond-
ers could be cut off from each other. In that
situation, you have officials on the state and
even federal level taking over making the de-
cisions, and they often find themselves in the
dark for quite a while before the local officials
can get in a position to say what they need.
We saw that back during Hurricane Katrina
when entire areas of New Orleans were gone.
There were areas where the town hall, fire
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After a major earthquake struck Nepal in 2015, unmaned aerial vehicles, or drones, were used to help in rescue and recovery
efforts. The Memphis-based Central United States Earthquake Conservatory is hoping to develop a similar program, creating a
network of drone operators along the New Madrid Seismic Zone. Intended to help identify areas of major infrastructure destruction
and help in rescue efforts in the event of a major earthquake, CUSEC officials said emergency management operations could also
eventually tap into this network to track missing persons or for other natural disasters like tornadoes, wildfires, and ice storms.

station and other facilities were destroyed.”

One of the reasons the drone network is
being developed is because of how devastat-
ing a major earthquake could be to the central
region of the country and Tennessee in par-
ticular. The last major series of earthquakes
occurred on the New Madrid fault between
1812 and 1811, estimated to have ranged
between a 7.4 and a 7.9 on the Richter scale.
By comparison, the famed 1906 earthquake
in San Francisco peaked a 7.8.

“Every earthquake that occurs each day
is a roll of the dice,” he said. “If that right
number comes up, it is going to be damaging.
In this country, we have been very lucky if
you look at earthquakes globally. Whether it
is the San Andreas or New Madrid, the U.S.
is overdue.”

Wilkinson said the longer an area has
gone without an earthquake the more likely it
is an earthquake will occur. A report released
by the Federal Emergency Management
Agency in 2008 said a serious earthquake
on the New Madrid fault could create “the
highest economic losses due to a natural
disaster in the United States,” and Tennessee
specifically could lose “tens of thousands of
structures affecting water distribution, trans-
portation systems, and other vital infrastruc-
ture,” if the quake were a 7.7 or higher. The
report also estimated that such an earthquake
would cause “many thousands” of fatalities
with an expected 4,000 deaths in Memphis
alone.

“I would say the level of preparedness
in Tennessee has increased significantly, but
the level of awareness that an earthquake is a
central U.S. problem is not where it needs to
be,” Wilkinson said. “That lack of awareness
can contribute the number of people who
could be hurt or killed. People don’t know
there is a process or a drill we promote to
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protect yourself. You are supposed to take
measures as soon as the ground shakes, but
we aren’t accustomed to that shaking. Those
seconds when you are trying to figure out
what is causing that shaking is usually that
same period when people are hurt or killed.”

One of Tennessee’s main issues is that
infrastructure is not prepared for a disaster
of this kind.

“The challenge for the emergency man-
agement community — which is charged with
saving lives and property — sometimes faces
challenges when it comes to the economic
growth and vitality aspect of a community,”
Wilkinson said. “We need to build our com-
munities to be safer, more resilient commu-
nities so the time they are down because of a
disaster is minimized. A lot of times our most
important structures, such as our town halls
and local businesses, don’t always have the
preparation or infrastructure to survive these
disasters.”

Relationship building is also essential to
disaster preparedness.

“Officials need to work together ahead of
time so that when they need to implement an
emergency management plan, it isn’t the first
time they are building those relationships or
plans,” Wilkinson said. “Natural disasters
have a way of finding your shortcomings
and exposing them. Emergency management
needs to be on the priority list as an integral
part of the overall vitality of a community.”

While the western part of the state has
the biggest risk being around the New Ma-
drid fault, Wilkinson said the state’s other
two grand divisions are not without risk
themselves.

“We have a seismic risk on the eastern
and western side of the state,” he said. “The
Appalachian Mountain Chain is part of the
East Tennessee Seismic Zone, and has the

This 2014 map showcases the earthquake risks for various areas of Tennessee and the surrounding states. Tennessee is located
on two fault lines: the New Madrid Seismic Zone that follows along the Mississippi River and the East Tennessee Seismic Zone
or Southern Appalachian Seismic Zone that runs along the Appalachian Mountains. The 2014 study of seismic zones across the
coutnry conducted by the U.S. Geologic Survey found East Tennessee is more at risk than previously thought for an earthquake
and ranked Tennessee 16th on a list of states most likely to experience a major earthquake event.

Tennessee Earthquake
Quick Facts

The series of New Madrid earthquakes
in 1811-12 created Reelfoot Lake.

The largest single earthquake event
recorded in the state was the Aug. 17,
1865, quake in Memphis.

The U.S. Geological Survey reported
an estimated 226 minor earthquakes or
seismic events in Tennessee in 2016.

Ridgely was the municipality with the
most recorded earthquakes or seismic
events in Tennessee last year. The
town recorded some 103 events in its
vicinity in 2016.

According to USGS data, the biggest
earthquake recorded in Tennessee last
year was a 3.4 magnitude event about
5.6 miles northwest of Tiptonville.

potential to produce a 6.5 earthquake. That
could be devastating depending on the right
combination. Unfortunately, it seems that
the further east you go in this state the less
prepared people are for earthquakes. Our
awareness of our earthquake risk is also fairly
new. They only began studying them in the
1960s. As we saw in Mineral, Va., these cast
coast earthquakes can be dangerous. We had
schools closed down and the Washington
Monument was damaged.”

CUSEC works with communities to
prepare for these events through geological,
transportation, public information officer,
GIS work groups established to address
hazards related to earthquakes.

While the drone network is being put
together for earthquake response, Wilkinson
said the hope is state emergency management
officials will be able to tap into the network
for other issues.

“An earthquake in the central U.S. is our
worst-case scenario, but we feel the work
and plans we do here have applications to
other natural disasters, whether it is a flood,
tornado or ice storm,” Wilkinson said. “The
drone piece of this is being built around the
earthquake threat, it can be tapped to be used
for anything from search and rescue for a lost
child or a HazMat situation. You can call on
these guys for any response where you need
better situational awareness.”

A former city planner himself, Wilkin-
son said his bestadvice to community leaders
is to plan ahead and make sure they have the
right decision makers working to ensure their
community is prepared for any disaster event.

“I encourage people to get familiar with
us and what we do,” he said. “We have some
pretty exciting things we are working on. We
are developing a whole regional common
operating picture. It is at the state level at this
point, but we are making it available to ev-
eryone. We have a power outage application
that shows you where power outages are in
all eight of our states, which is a way to track
storms on their way through. We want to help
our emergency management community
make decisions.

For more information on Tennessee’s
earthquake risk and what communities can
do to prepare themselves, visit www.cusec.

org.



