CITY COUNCIL
TRU UTDALE David Ripma, Mayor

Zach Andrews Carol Allen
Geoffrey Wunn Glenn White
Jesse Davidson John Leamy
Agenda
Tuesday, March 18, 2025

Work Session | 6:00 PM

Troutdale Police Community Center - Kellogg Room
234 SW Kendall Ct, Troutdale, OR 97060

1. Roll Call

2. Public Comment:

Public Comment on non-agenda and consent agenda items is welcome at this time. Public
comment on agenda items will be taken at the time the item is considered. Public
comments should be directed to the Presiding Officer and limited to matters of
community interest or related to matters which may, or could, come before Council. Each
speaker shall be limited to 5 minutes for each agenda item unless a different amount of
time is allowed by the Presiding Officer, with consent of the Council. The Council and
Mayor should avoid immediate or protracted responses to citizen comments.

3. Discussion:

3.1 A discussion of revenue enhancement options to respond to the substantial increase
in the cost of fire and police protection. - Ray Young, City Manager

4. Adjournment
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David Ripma, Mayor
Dated: March 12, 2025

Troutdale City Council tel. 503-665-5175
219 E Historic Columbia River Hwy, Troutdale, OR 97060 troutdaleoregon.gov
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CITY OF TROUTDALE

Meeting Participation

The public may attend the meeting in person or via Zoom. Please email info@troutdaleoregon.gov by 5:00pm
on March 17th to request Zoom meeting access credentials. You may also submit written public comments
via email to info@troutdaleoregon.gov no later than 5:00pm on March 17th.

Further information and copies of agenda packets are available at: Troutdale City Hall, 219 E. Historic
Columbia River Hwy. Monday through Friday, 8:00 a.m. - 5:00 p.m.; on our Web Page
www.troutdaleoregon.gov/meetings or call Sarah Skroch, City Recorder at 503-674-7258.

The meeting location is wheelchair accessible. A request for an interpreter for the hearing impaired or for
other accommodations for persons with disabilities should be made at least 48 hours before the meeting to:
Sarah Skroch, City Recorder 503-674-7258.

Troutdale City Council tel. 503-665-5175
219 E Historic Columbia River Hwy, Troutdale, OR 97060 troutdaleoregon.gov
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THE CITY OF AGENDA ITEM # 3.1

TROUTDALE  sTAFF REPORT

Subject: A discussion of revenue enhancement options to respond to the

substantial increase in the cost of fire and police protection. - Ray
Young, City Manager

Meeting Date: March 18, 2025
Department/Affiliation: Executive

Meeting Type: City Council - Work Session
Presenter: Ray Young, City Manager
Public Hearing: No

Action Required: Information / Discussion
Committee/Commission N/A

Recommendation:

Staff Recommendation: N/A

Exhibits:

A. Exec Summary Prop Tax Report

B. Oregon Local Revenue Tools Guidebook

C.  Cities with Local option levy

D. KGW Article Utility Fees

E. GreshamRevenueOptions-FINAL-May2022

F. Tigard and HV Tax bills

G.  Gresham Utility Bill

H.  Previous GF Balance Projections

Subject Relates to:

X  Council Goals Legislative Land Use / Other (describe

Development below)

Discussion Points:
¢ Is Troutdale in a financial situation where we need to pursue alternative revenue
sources
¢ What short term options would increase revenues in the 2025-2026 Budget
¢ Which short term options should we pursue
e What long term options are available and which ones should we explore

Background:

In 1990 and 1997 Oregonians passed measures 5 and 50 which placed significant restrictions
on property taxes. It not only restricted the increase in a property’s taxable value (untethered it

Executive tel. 503-665-5175
219 E Historic Columbia River Hwy, Troutdale, OR 97060 troutdaleoregon.gov
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CITY OF TROUTDALE Staff Report

from Real Market Value), but it placed a limit on how much government and educational
institutions could tax. Those two measures started a slow, but significant, reduction in what
entities, like Troutdale, can collect for property taxes to support government functions. For
cities, like ours, that money was dedicated to the General Fund (GF). The primary expenses in
our GF are police services, fire protection, parks and government operations.

Over the years as the impact of Measures 5 and 50 began to grow, cities were faced with the
choice of finding new sources of GF revenue or cutting services. Without getting into the
weeds, every city in Oregon was assigned a different “permanent tax rate”. Certain cities
locked in rates as high as $10.62 per thousand (i.e. Heppner $10.62, Roseburg $8.48, Portland
$7.89 and Eugene $7.01.). While other cities were locked in at the very low end. (i.e. Happy
Valley $0.67, Cannon Beach $0.70, St. Helens $1.91 and Tigard $2.51) Troutdale was locked in
approximately in the middle at $3.76. This inequity, and the long-term impact of the two
Measures, have severely impacted Oregon cities revenue which pay for essential services.
(Attached as Ex. A is the Executive Summary of the LOC property tax report from 2016 which
explains this in more detail.)

To add to Troutdale’s GF problems was that in 1995 the citizens voted to leave Fire District 10.
Previously, as a separate government entity, with its own tax base, Fire District 10 was a
separate line item on the property tax bill. But when Troutdale left the District that full cost of
fire service was transferred to our GF, without any additional revenues. The adverse impacts of
all these decisions make it increasingly difficult for the City of Troutdale to provide essential
services.

All cities in Oregon face the same problem, some to a greater or lesser degree. To respond to
these financial pressures, cities must pursue other revenue sources for the GF, or “offload”
responsibilities to other entities. In 2024 the LOC created a guidebook called “Oregon Local
Revenue Tools” to help cities navigate this issue. (attached as Ex. B) The three most common
approaches to enhancing resources for services are a local option levy, a Public Safety fee or
offloading the responsibility to pay for fire service by joining a fire district.

There are 24 cities in the Metro area. 22 of those cities have adopted at least one of these
methods to fund services. Many cities, including Gresham, have employed two or all three.
(Gresham in 2012 adopted a fee for Police and Fire, and a local option levy in 2024) Gresham
actually conducted a study in 2022 to evaluate the best path forward to increase their
resources, Revenue Options Analysis for the City of Gresham. (attached as exhibit E)

The only two cities in the region that do not have at least one of these methods to fund
services? Troutdale and Wood Village. Even the little burg of Maywood Park, to the west of us,
is in a fire district.

Two of the three most common paths to pay for services require a public vote. A local option
levy and joining a fire district must be approved by the voters. Both create an additional
property tax line item on the annual property tax bill. Happy Valley and Tigard are examples of

Executive tel. 503-665-5175
219 E Historic Columbia River Hwy, Troutdale, OR 97060 2 troutdaleoregon.gov
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CITY OF TROUTDALE Staff Report

cities with both a local option levy and a fire district. (Attached as Exhibit F are property tax
statements from those Cities) But voters in many cities have approved local option levies to
fund police and fire services. (Attached as Exhibit H is a list of cities with Local Option Levies.)

A Public Safety Fee is simply an additional charge that the City Council can approve without a
public vote. It places a fee on the utility bill and, unlike the actual charges for services, these
funds can be treated as GF income. Attached as Ex. G is a utility bill from the City of Gresham
showing their fee. They bill every other month, so the $15 a month fee is doubled to $30. The
use of Public Safety fees by cities is so common that KGW just did a report last month on their
prevalence. Attached as Exhibit D is that article. It lists, non-exclusively, 35 cities in Oregon
charge this additional fee.

List of Possible Additional Revenue sources for Troutdale.

. Public Safety Fee

. Local Option levy

. Join a fire district

. Institute a parking fee generally, or at specific lots

. Install red light or speed cameras

. Add private vacation rental to lodging tax ordinance
. Sales or Personal Income taxes

Noun D wiN -

Most of the above are discussed in Exhibit B. The first six are pretty common in other cities,

but the 7N is not widely used. Only Metro and Multnomah County currently utilize an income
tax. Both the income tax, and a city sales tax, are usually resisted by the citizens.

Staff Suggestions for Troutdale

If this was “normal” year for planning our budget, this issue may not have been as critical. But
considering that huge increases are anticipated in our fire and police IGA’s, and we are only 4
months before those hit our GF, there is a great deal of urgency surrounding the issue. Staff’s
best “guesstimate” is that the total of these two expenses will be at least $1.5-$1.7

million higher next year than this year. As Council, and the Budget Committee, know, we do
not have the income to cover that increase.

As you recall from the half-yearly budget meeting, current projections already indicate we are
going to be spending more than our income, causing our ending fund balance (“savings”) to
shrink. (See attached Exhibit H) These projections did not include the possibility, which is now
a reality, that we would see huge increases in police and fire costs.

With the unusual requirements of Municipal Budget Law, the Budget Committee and the
Council already struggle each year with approving a budget that shows we budget to spend
more than our income. While we typically do not spend the allocated GF budget, we did for the

Executive tel. 503-665-5175
219 E Historic Columbia River Hwy, Troutdale, OR 97060 3 troutdaleoregon.gov
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CITY OF TROUTDALE Staff Report

first time in a decade in 2023-24. Last year we spent $610, 278 more than our GF income. If
you add to that just $1.5 million, our ending fund balance will shrink to nothing in 3-5 years.

Hence, the Council needs to immediately consider increasing our revenues in the short term,
and explore options for longer term solutions.

As indicated earlier, adding a Public Safety Fee to customers’ bills is a widely used strategy to
cover the huge increases all cities are seeing in Police and Fire Costs. If the Council was to
approve a $15 per month fee, just like Gresham, it would raise somewhere in the area of $1.4
million. Additionally, staff will be recommending in the 2025-2026 Budget that the City’s GF no
longer be used to “buy down” the Police Building bond rate. This will save us an additional
$175,000. Just these two changes for next budget year should “stop the bleeding’ and allow us
to consider and pursue long-term solutions. (Local Option Levy and joining a Fire District.

While these are likely small sources of revenue, in the tens of thousands of dollars, staff is
already pursuing charging for parking in Glenn Otto Park, and changing our Transient Lodging
Tax Code to cover private vacation rentals.

Conclusion:

Without the immediate increase in GF revenues, the City’s Ending Fund Balance (or as some
may say, “savings account”) will quickly be consumed. Good fiscal management suggests that
the Council should immediately take steps to slow that erosion of our financial security. The
most immediate, and impactful, thing the Council can do it to enact a Public Safety Fee. Never
a popular option with citizens, but the alternative of using up our savings and possibly reducing
our fire and police protections, is likely much less popular. It is a crossroads that most cities
have faced, it is time for Troutdale to do the same.

Oversight:
N/A
Approval by City Attorney: No

Approved By the City Manager:

Executive tel. 503-665-5175
219 E Historic Columbia River Hwy, Troutdale, OR 97060 4 troutdaleoregon.gov
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Executive Summary

As the single largest source of tax revenues for cities, property tax revenues fund essential city services

including police, fire, roads, water, parks and more.

Oregon’s property tax system is largely governed by Measure 5 (1990) and Measure 50 (1997), two

laws that are part of the Oregon Constitution and thus require an initiative or referral in order to be

revised. The impacts of these measures have evolved over the past 20-plus years to create an inequitable

system characterized by unreasonable restraints and limits.

This system is long overdue for reform.

The Oregon Department of Revenue (DOR) compiles an annual report of property tax data. The new

FY 2014-15 data from the DOR highlights these key points for cities:

1. Property taxes generated $5.5 billion in revenues, a $200 million increase from the previous year.
Twenty-one percent of property taxes were distributed to cities. Property taxes imposed by cities
totaled $1.2 billion, a 5.3 percent increase from the previous year. The increase reflects rising

real estate values after years of decline.

2. The total real market value (RMV) of property in the state is $469.45 billion this year, a $36
billion increase from last year. The total assessed value (AV) of property is $354.34 billion,
which is a $14.6 billion increase. This represents an 8.3 percent increase for RMV and a 4.3

percent increase for AV over last year’s values. The gap between the two, often referred to as the
“discount rate,” remains large at $115.12 billion. This gap is indicative of tax inequities that are

now commonplace between similarly valued houses in many neighborhoods.

3. Cities’ property tax rates are composed of the permanent rate, local option levies and bond levies.

¢ City permanent rate authority accounted for $942.7 million of the total taxes imposed,

representing a 5.3 percent increase from last year. The average city permanent tax rate is
$3.55 per $1,000 AV, but permanent rates range from $0 to $10.62. Despite these serious
inequities in rates, permanent rates are frozen at 1997 levels and cannot be increased due to

Measure 50.

o Twenty-eight cities had temporary local option levies this year ranging from $.20 to $7.22,
with an average of $1.29 per $1,000 AV. Revenues from local option levies increased 16

percent for a total of $60.8 million.

o Ninety-five cities have bond levies this year, and the rates ranged from $.05 to $5.07 with an
average of $.82 per $1000 AV. Bonds generated $78.9 million in revenues for a 2.1 percent

increase.

City local option levies and bond levies continued to pass consistently, with a 78 percent passage

rate in 2015.

4. Cities’ property tax revenues continued to be reduced due to Measure 5. Sixty percent of cities

have some compression, and revenues lost totaled $43.93 million. Total compression for all
taxing districts was $175.2 million, down about 9 percent from last year. Some cities are hit

harder than others by compression, with some cities losing more than one quarter of their taxes
imposed to compression. Other cities, while not in compression, are so close to the limits that a
levy would be ineffective as it would cause compression. Voters’ choice for services have been

thwarted by the outdated limits.

League of Oregon Cities FY2014-2015 Property Tax Report | 1
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HOW TO USE NAVIGATIONAL CONTROLS

This guidebook is designed with navigational features to make it easy to use.

Table of Contents

At the bottom right of each page is a button you can click on to go to the table of contents.
In the table of contents, you can navigate to different parts of the guidebook.

Goods and Services
Taxes on Property

Fees and Charges

Revenue tools in the guidebook are organized into four categories. At the introduction of
each category of tools are buttons to navigate you to the other three categories. These
pages also include page numbers of each tool within the category that you can click on to
navigate to that tool.

Additional Resources
Resource Name (Author, Year)

There also are many resources hyperlinked in this guidebook. These additional materials
can help you better understand specific concepts or revenue tools.

V4
J Oregon Local Revenue Tools Guidebook
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INTRODUCTION

Purpose

The guidebook is intended to help city
staff and elected officials make sense of
the revenue options they can pursue at the
local level without statewide legislative or
constitutional changes.

Part 1 of this guidebook is called Getting
to a Yes: Developing a Revenue Strategy.
This section describes a step-by-step
process for evaluating funding options and
engaging stakeholders in implementing a
new funding strategy.

Part 2 helps cities find and assess
suitable revenue options for funding city
services and infrastructure needs. The
tools reviewed are organized into four
categories:

(1) taxes on goods and services
(2) taxes on income
p4

J Oregon Local Revenue Tools Guidebook

(Q)

(3) taxes on property
(4) fees and charges

While this is not a comprehensive list of
all revenue tools, it is a detailed list that
elected officials and city staff may be
looking for. Each section describes the
tool, examines key considerations for its
implementation, and includes examples of
how communities have implemented the
revenue tool in Oregon.

The guidebook was completed in
December 2024 based on information that
was known at the time. It does not reflect
changes from the 2025 Legislative
Session, future legislations and ballot
measures, or court decisions.

Table of Contents 1
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Background

The guidebook complements other LOC
efforts to study the viability of revenue
reforms, including changes to the property
tax system. Municipalities find it
challenging to keep up with the rising cost
of providing services when property tax
revenues—usually their main funding
source—are restricted from growing as
quickly. To address this, LOC tasked a
group of local experts to explore potential
reforms and assess whether meaningful
reform is possible.

This guidebook builds on insights and
themes from the 2024 revenue reform
research process. While the guidebook’s
main purpose is to summarize public
information about revenue options
available to Oregon cities, it is informed by
findings from community focus groups and
surveys from related policy research.

4
J Oregon Local Revenue Tools Guidebook

Q)

Some key findings informing this
guidebook include the following:

+ Many Oregonians believe the

property tax system is outdated and
does not work well.

They are cautious about changes
that could raise their taxes.

Oregonians generally believe
municipal revenues are sufficient to
provide ongoing city services.

Public support is greater for

targeted changes, especially those
that tax new developments, visitors
and tourists, and large businesses.

Table of Contents 2
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Before diving into the details, there’s an

essential mindset required for working
through this material.

This toolkit is designed to help Oregon
cities address a growing problem: the gap
between the demand for services and the
revenue available to provide them.

For elected leaders and staff, that
challenge is understandably often
approached from a technical and policy
perspective. For example, you might ask:
What tools are available? How would they
work given the unique needs, economies,
and legal and governance frameworks of a
particular city? These are the questions
that this guidebook is aimed at helping city
leaders to answer.

But these policy considerations have little
to do with the most fundamental question:
How can a change in revenue generation
actually be achieved?

Whether revenue reform must be referred
to the ballot or is a legislative enactment
subject to citizen referendum, any
substantial proposal will ultimately have to
travel through voters. Your constituents do
not see this through the lens of public
policy. They think about it the same way
they think about spending their own money.

So, city leaders should think of voters as
customers. To win their support for any
revenue increase, you need to approach it
like a sale, asking questions like:

¢+ Do your customers believe that there
is a real need or problem?

¢+ Do they believe that your proposal
will meet that need or solve that
problem?

Oregon Local Revenue Tools Guidebook

¢+ Do they think the outcome would be
worth the cost?

¢+ Can they afford it?

¢+ Do they have confidence in the
people or institutions that will raise
and spend the money?

These are sequential questions—each is a
gate you must pass through before you can
ask and answer the next question.

The public opinion research shows the
environment is tough for public finance.
Many state and local governments have
seen this firsthand. But ‘““challenging”
doesn’t mean “impossible.” Communities
have succeeded in raising revenue by
clearly identifying needs, communicating
them effectively, and offering solutions
that feel both relevant and compelling to
their citizens—this guidebook provides a
detailed and proven methodology for doing
just that. Still, you must remember that
success is neither guaranteed nor easy: it
takes time and hard work.

Confidence is fundamental to success.
Anyone who runs a business understands
that their relationship with their customers
is essential to their success. People buy
when they believe in your product, trust
your brand, and feel respected. That trust
builds loyalty that carries through both
good and bad times.

That same dynamic applies to raising
revenue. Some may see this as a
‘‘different” skill set than the administrative
task of running a government. But earning
public trust and communicating value are
at the heart of successful governing and
are the mindset this guidebook is built
around.

Table of Contents 3



PART 1. GETTING TO A YES:
DEVELOPING A REVENUE STRATEGY

Cities play a vital role in addressing key
issues that matter most to voters and
most impact their quality of life, such as
clean and safe drinking water, public
safety and transportation. Voters often
not only see cities as the primary
providers of those government services,
but often hold them accountable for
services and outcomes that extend
beyond the authority of the city council.
Yet at the same time, if voters are asked
if cities need more money to provide
these services, the answer is often “no.”

> 639% of Oregon voters believe
cities raise enough revenue to
maintain the current level of city
service and only 229, believe
more revenue is needed.

Source: 2024 LOC polling results

In Oregon, limitations on property taxes
mean that city general fund revenues
often fall short of covering the rising cost
of providing city services. This has created
a complex and difficult landscape for city
leaders where basic revenues do not
adequately fund essential city services.
Across the state, many cities have
supplemented their property tax revenues
with a range of other revenue tools. (This
guidebook explores those tools in greater
detail starting in Part 2.)

But at the heart of any revenue strategy
must be a plan to secure public support.
That’s what we call getting to a “yes.”

Oregon Local Revenue Tools Guidebook

Why is municipal finance so hard in Oregon?

Oregon adopted an income tax in 1930 to
replace a state property tax. Efforts to
establish a state sales tax have failed nine
times at the ballot since 1933, with the
“no” vote exceeding 70 percent of voters.
General local sales taxes have failed too.

Cities, counties, and school districts had
relied heavily on property taxes to fund
services. Before the 1990s, local
governments built a budget and spread
out the cost among property owners in
their jurisdiction. This “levy-based” tax
system often created large changes year
over year for taxpayers

But, in 1990, Measure 5 established caps
on property taxes: $10 per $1,000 of
property value for general government and
$5 per $1,000 of property value for
education services. Tax collections
dramatically fell for many jurisdictions.
The state legislature stepped in to
address the shortfall in education funding.

In 1997, voters adopted Measure 50 to
make property taxes predictable and
separated the property tax from market
values. Each year, county assessors could
increase the assessed value by up to 3
percent if it remained lower than the
property’s real market value. The total cap
from Measure 5 remained in place.

Because of these property tax limits, the
property tax revenues for Oregon cities
grow more slowly than market values and,
in many years, the rising cost of service.

Table of Contents 4
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Getting to a Yes

1. DEFINE THE
PROBLEM

START

IDENTIFY THE PROBLEM &
BUDGET NEEDS

* What is the funding shortfall?
* How will the money be used?

2. BUILD TEAMS
& SOLUTIONS

|

$

EARLY ENGAGEMENT

ENGAGE WITH ELECTED OFFICIALS &
STAKEHOLDERS

Will people support this program or
investment?

YES
| YES

.'.“" v
. &' . SUPPORT LOOP

ENGAGE WITH ELECTED OFFICIALS & STAKEHOLDERS

« Assess your opportunities and risks
« |dentify key decision makers and influencers
* Create an engagement plan

DEVELOP A FUNDING CONCEPT

* Do we have champions for this concept?

* Who would block it?
* Do opportunities outweigh risks?

+

TECHNICAL ANALYSIS

IDENTIFY & ANALYZE TOOLS

« List the options
» Assess legal & technical risks
* Narrow the list

EVALUATE FEASIBILITY T

Will the tool generate enough money
to bridge the funding gap or help
solve the larger problem?

|

Revisit tools

o)

RE-EVALUATE CONCEPT

Revisit
stakeholder
process

* Adjust timeframe
¢ Redefine problem
¢ Build champions/reduce

opposition

v
v

NO

o 7} > N
3. PREPARE YES
TO IMPLEMENT 4. IMPLEMENT/ 1
VOTE
oo 50, Recalibrate/
. ". - LOOK|NG GOOD LOOP overhaul?

; cenr 2 d N

: GEVELOP A COMMUNICATIONS t:/Za;; |

‘ PLAN FOR THE FUNDING NO

CONCEPT

+

* Research public opinion
(polling, workshops, etc)

(

Still looking good?

Develop the ballot measure,
ordinance, adopted funding
strategy

}—YEs—>

L * Build a campaign plan

PASSES

+

) ENDI |

LEGEND @®—) Proceed  ®—>-) Go back '~ Loop
4
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A |
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Phase 1: Define the

Problem

What is the funding shortfall, and how will the
money be used?

First, let’s step back and ask why we have
a problem. Are there public safety
services that can’t be paid for with
existing funds? Maybe there’s a city
building that needs renovation, but there
isn’t enough to pay for the needed repairs.
Whether the expenses are ongoing or one-
time-only, raising new revenues to pay for
them will require a comprehensive plan.

That starts with identifying the problem in
a way that the public can understand.

The problem will vary by jurisdiction. For
example, a police station needs
rebuilding, or it might need upgrades.
Firefighters may need more resources to
maintain staffing levels, serve new
neighborhoods, or keep local insurance
rates down. New revenue could fund
specific programs for libraries or social
services. There could also be a
fundamental budget problem—not enough
revenue and too many costs that cannot
be reduced.

The problem that you have identified must
be tangible—something that the public
sees as an urgent issue worth solving.

Capital Projects

A campaign to pay for a capital
investment, such as a new building, will
need to both (a) focus on transparency
about construction costs and timelines
and (b) emphasize strong leadership and
oversight to build public confidence. Often
voters are more receptive to property tax

W4

) Oregon Local Revenue Tools Guidebook

Q)

bonds that pay for capital projects rather
than ongoing service levies because they
have fixed, time-limited costs and a
clearly understandable “product” that will
be around for a long time.

Revenue tools often used: property tax
bonds and system development charges.

Services or Programs

A campaign to pay for ongoing services,
such as additional police patrols, more
librarians to keep the city library open
longer, or firefighters to improve response
times, is often met with greater
skepticism from voters than capital
campaigns. Voters aren’t simply being
asked to fund a building, but rather
ongoing government services. Here, it's
important to build confidence among
stakeholders in the budget process itself.
Moving past initial skepticism that
existing resources could be reallocated to
better provide service is key. The value of
having a specific program or service to
rally around is important. It helps outline
clearly the number of people who could be
served or a clear description of how
services would be expanded. Think about
the services that your community
prioritizes the most in outreach sessions,
at city council meetings, or in public
surveys. How would your community like to
expand those popular programs? Engaging
with the community will help uncover what
kind of program analysis will be needed to
present voters with a program expansion
they will support.

Revenue tools often used: property tax
levies, business income taxes, payroll
taxes, utility fees, and public safety fees.
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General Revenue

Asking voters to raise general fund
revenue is more challenging. Reducing
opposition is often the core of these
campaigns. Many cities have built
successful general fund revenue
campaigns around a broad coalition of
stakeholders—representing a wide range
of business, labor, and community
interests—coming together and asking
voters to support higher taxes to pay for
critical services. These campaigns require
strong planning processes and deep,
authentic stakeholder engagement. It is
also critical to be able to offer concrete
services—valued by voters—that will be
saved or enhanced. A revenue measure
that simply goes into the general fund
bucket is far less likely to prevail.

Revenue tools often used: business
income taxes, targeted sales taxes,
broader-based income or payroll taxes.

Phase 2: Build

Teams and Solutions

With a problem identified, the next step is
to build a team that can develop potential
solutions. There are essentially two tracks
to this:

(1) doing the technical work to ensure that
there are possible solution(s) and

(2) developing support for your solution(s)
with stakeholders and the broader public.

These go hand in hand. A technically
feasible solution cannot work without
public support, and a popular idea is not
useful if there is no way to make it work.
So, while the work outlined in this section
is described sequentially, think of it as
running in parallel.

How Can You Identify and Describe Funding Problems?

Capital Projects Services

Example A new firehouse, a bridge replacement, Public safety, sanitation, parking,
Projects a performing arts center library, parks
Where Do Capital Improvement Plans provide a Service line analysis
You Learn deliberate process for identifying Level of service analysis
About needs. Budget committees and process
Them?
Engagement with community members
and elected officials, visioning
processes.
Questions What would it take to finance this How sure are we that we can implement
to Ask capital project? new levels of service funded by the new
revenue?
What work would need to be done to
excite the public about it? What kind of financial projections could
we share with the public to show them
that these services are worth the
investment?

Oregon Local Revenue Tools Guidebook
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Who should be on the team? Let’s discuss
the kind of leadership that’s needed and
examples of people who might have that
expertise.

Will the public support this? Your
team should have leaders who have
the pulse of your community. They
know key leaders who can drive
support in the community and
reduce opposition. And they know
when an idea goes too far or
doesn’t go far enough. Examples:
Mayors, city councilors, city
managers, chamber of commerce
leaders, local labor leaders,
community or faith leaders, and
pollsters.

Is this legal? You want to ensure
that whoever is providing legal
advice to your city council is up to
date on the development of your
proposal. As things change in
response to analysis and feedback,
the legality of a proposal could also
change. Examples: City attorneys,
contracted legal counsel, and bond
counsel.

Can we actually do this? New
revenues create new opportunities
for cities, but new programs can be
challenging to stand up. The team
also needs experts who can tell you
when your project is getting too
complicated, or the city just
couldn’t implement it. Examples:
Department heads and senior
managers, budget staff, and
business managers.

Can we communicate the need?
The team should have members
who will help everyone involved talk
about why more revenue is needed,

how the city plans to create these
new revenues, and what those
resources would actually fund.
Examples: Communication staff,
citizen advisory board participants,
constituent service staff, and other
frontline city staff or volunteers.

Cities with small budgets may want to
work with volunteer support. Cities with
larger budgets could lean on existing staff
and even bring on paid consultants. That’s
OK, just check that everyone understands
their roles and responsibilities. Where
your team comes from is less important
than the expertise they bring to the
project.

Getting to a yes, technically.

Successful projects have a strong internal
technical development team, and their
work runs in parallel with the stakeholder
engagement process. There are strong
feedback loops between the two. It's
important that the technical experts are
empowered to think the way voters would
and have access to whatever public
opinion research and stakeholder input is
available. In their technical analysis, they
should also be thinking: What concerns
would the general population have about this
project?

Many residents will dig deep into the
details of technical reports developed for
any project, and the reports should all be
written with that in mind. But the real goal
of the technical development team is to
empower the stakeholders to tell an
important story: We identified what the
community wants us to fix, and we found a
solution we can all agree on.
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Identify and Analyze Funding
Tools

List the Options

The process starts by putting together a
list of options that could be analyzed. This
guide includes analysis of most revenue
tools cities can use to pay for funding
shortfalls. Make sure to think through all
your options. If you have an open mind
about what revenue tool might work best
for the program you're considering, you
are more likely to find the option that is
the best fit for what you want to do.

Assess Legal and Technical Risks

Assess each tool for its pros and cons.
There might not be a perfect tool, and a
few tools might be worth further
discussion for different reasons. This
guidebook includes key considerations
that you should think about and
examples of how you might analyze the
tools in your own context.

Legal viability: Does the city have
the legal authority to implement a
revenue tool to fund this program?
Have an initial conversation with
legal counsel about legal viability
early on. It is important to keep the
line of communication with legal
counsel open throughout this
process. As political leadership and
stakeholders add new features to a
funding concept, there may be new
legal challenges that weren’t
apparent from the outset.

Technical viability: Can the city
actually implement this revenue
strategy? Similar to legal viability,
it’s important to have a core group
of city staff with a deep
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understanding of the city’s capacity
to implement a revenue concept.
Creating a project team of senior
city staff early on can ensure that
the decision-makers know the
implementation and governance
risks in real time. Unresolved
questions about the technical
viability or the cost of administering
the revenue mechanism will erode
support internally and/or externally.

Implementation considerations can also
include how the revenue could be spent. If
nearby jurisdictions already have a
program like the one you're
contemplating, it might be possible to
work with that jurisdiction to learn
lessons, adopt their policy as a model, or
contract with them on implementation.

Narrow the list

After having analyzed the tools, compare
them to filter out tools that are clearly not
an appropriate choice for your situation.
Even after this, you are likely to end up
with more questions to answer.

Evaluate Feasibility of One or
More Funding Packages

Further analyze the tools with information
generated in the stakeholder engagement
process. You might need to consider
stakeholders’ familiarity with the tools and
future implications for a public campaign
or education process. Some of the tools
may need to be further refined or,
sometimes, combined with other tools or
policies into a funding package. In the
end, the funding solution still needs to
generate sufficient revenue to bridge the
funding gap. This step may reveal a need
to revisit one of the previous steps.
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Things to Remember

Identify validators that can help support
the city’s internal technical experts. These
are voices from outside the city that will
back up the projections or cost estimates
that are developed.

Show your math, in all cases. Presenting
the full details of a project to a group can
sometimes feel overwhelming. But make it
available so that those who want to dig
into it can. Transparency is key to
successfully building confidence in your
city’s ability to do this work.

Develop collaboratively. It is important to
ensure that your city staff aren’t perceived
as holding a “black box.” Bring interested
community members into decision-making
conversations. If stakeholders ask for more
detail, propose a side table or a sub-
committee that can dive into those details.
Getting to a yes starts with telling the
public: yes, we hear you—Iet's work together
on this.

Engage with Elected

Officials and Stakeholders

Again, this work runs in parallel with the
technical analysis process; each work
informs the other, back and forth.

Assess Your Opportunities and
Risks

With a problem defined, the next step is
the development of a risk assessment
framework. This will be used periodically
throughout the development of the
revenue plan to assess the feasibility of
the plan. At this step, the key question is:
what are all the different ways that a new
project could fail?

The key to a successful risk assessment
framework is that it considers the full
spectrum of risk to the project. While not
all projects face the same risks, below are
examples of risk categories that should be
considered.

A
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Political viability: Will people support
this program or investment broadly?

Who will support it? Gauge support
of key stakeholders, including the
city council and mayor; labor
organizations and unions; city staff
leadership; local business
chambers; oversight and watchdog
organizations; local media; and any
other critical thought leaders with
influence in the city.

Who could block it? Determine
what could lead to growing
opposition, such as an unpopular
tax policy or a lack of transparency
about the need for the project
you’'re trying to fund. When
opposition reaches a critical
threshold, the project is likely no
longer viable. This is because of
the nature of tax measures. Voters
hold a healthy skepticism about
raising their taxes, which gives
opponents disproportionate power
in being able to defeat revenue
measures. That makes it critically
important to build a strong base of
support and reduce opposition.

Are there any timing issues? If your

issue will go to a public vote, ask:
what else will be on the ballot?
Multiple tax measures on the same
ballot could divide support.

If the issue is going to be in front of
the city council, ask: what other
issues will dominate the calendar
when the council meets? The council
will want to have enough time to
understand the proposal, have a
robust discussion, and engage their
constituents.

Oregon Local Revenue Tools Guidebook

If your concept is new and novel,
what legal challenges could be
posed against it? And if your new
revenue tool were to be enacted,
could opponents try to prevent
future jurisdictions from following
suit? Understanding the political
landscape will help you understand
the risks facing your policy
proposal.

Communications viability:

Can the city effectively articulate
the role of this revenue tool in
solving the problem? Just as a
project is periodically reviewed for
risks, the team should also review
the ability of city staff, elected
officials, and advocates to describe
the problem and the proposed
solution. As the project progresses
through each step of work, the
communications lead should
update the communications plan.
As you learn more about what you
want to do, how you talk about
what you want to do will change.
Similarly, the more you know
about where the public stands on
your proposal, the better you will
understand how to best
communicate what you hope to do
and align it with the values and
priorities of voters.
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Identify Key Decision-Makers
and Influencers

With the funding concept and a sense of
its viability, you now need to identify who
is leading this work, and who decides
whether the project is a go, or a no-go.
The key question to ask at this step is:
Who owns and champions this initiative?
Successful revenue strategies often have
an owner or a champion who will see it
through.

This can take many forms. In some
cases, the project will be spurred on by
city staff looking to close a budget hole,
but the project is not viable without
council or mayoral support. This may
lead to city staff owning the project, but
the political leadership remain the
deciders. Sometimes stakeholders may
propose projects—perhaps residents
think that a local road needs
improvement, or the city center needs
beautification. It may make sense for
city staff to support them to ensure that
the proposed project meets legal
viability and technical feasibility.

There are three broad categories of
deciders: Political leadership, city staff,
and stakeholders. Each is a broad
category that could include people
outside of the city. For example, when
forming a special district, other taxing
jurisdictions that could be subject to
property tax compression may need to
support its formation for it to be viable.

Think about the key leaders whose
support is so critical that without it, the
project would fail. Then, build a process
for ensuring that you have their support.
Then, build a calendar of go/no-go
decision points around project
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milestones. The goal of this work is to
maintain a close working relationship
with your project decision-makers and
key stakeholders so that your viability
assessment is accurate.

It’s also important to assess who could
be opponents of your effort. Opposition
can exist among political leadership, city
staff, or stakeholders. There may be
prominent elected officials who don’t
like the tax mechanism you’re working
on. Or it could be that within city or
other government agencies, staff have
reservations about the policy choices
being made, or the funding goal. There
could also be opposition among
stakeholders outside of your
organization. Working with them early to
understand their opposition and
potentially head it off is important to
ensuring your project is successful.

One last thing. Oregon Revised Statute
(ORS) 260.432 limits non-elected city
officials from engaging in certain kinds of
advocacy related to ballot measures or
referrals once they are set for a public
vote. Elected leaders cannot ask public
employees, like staff, to support or
oppose ballot measures, to prepare or
distribute advocacy materials, or engage
in other campaigning activities during
work hours.

You can refer to FAQ: Restrictions on
Political Campaign by Public Employees
(League of Oregon Cities, 2023). Also, the
Oregon Secretary of State maintains
guidance on the law: Restrictions on
Political Advocacy by Public Employees
(Oregon Secretary of State, 2024).
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Create an Engagement Plan

Ensuring that the right people have a seat
at the table can ensure that your project
has more friends than enemies. That
means less controversy, and less conflict
heading to the ballot or a critical vote of
council.

This is also an important time in the
project timeline to think about the people
in your community who haven’t been at
the table in the past. Equitable
representation and engagement will
strengthen your project, improve
community support, and build new
leadership in your city.

The best practice for ensuring broad
support is a strong engagement plan.
Whether this is aimed at bringing elected
officials, staff, or stakeholders on board,
the plan will generally include the
following:

Initial meeting: Bring everyone up
to speed on the work, answer
initial questions, outline a vision
for proceeding, and provide a
“parking lot” for additional
feedback that doesn’t need to be
addressed at the first meeting.

Focused work groups or work
sessions: Build a committee that
can work through the decision
points. These could be timing
decisions, policy decisions, or
questions about scope. The work
will aim to convince your deciders
that this project is necessary, well-
planned, and ready for success.

Side tables, advisory committees,

and sub-committees: You may need

these groups to handle specialized
topics like tax policy questions,
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building designs, program
development options, and any other
policy option that requires a
specialized level of skill to move
quickly to decision-making.

Some things to watch out for

As you proceed with your engagement
plan, keep an eye out for signal flares.
These can come in the form of letters to a
stakeholder advisory committee calling
into question the membership or process,
an op-ed in the local newspaper, a
frustrated constituent call, or a city
council meeting that unexpectedly draws
out opposition from the community.

These are signs that influential voices in
your community either have lost
confidence in the process or the project
itself. Left unresolved, these concerns
could coalesce into formal opposition to
your project. While it is better to
anticipate and plan for these concerns,
you need to find a way to engage with
those who are expressing frustration when
concerns appear. Answer their questions
and involve them in the process you’ve
built if you can.
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Deve|0p a Funding Concept new ongoing investment, etc. Back
it up with solid analysis so even

You should have a framework proposal at people who are new to the issue
this point. Your technical analysis process can clearly see how these actions
could inform your thinking too. To feel will solve the problem.

confident that you are ready to proceed,

these elements should be present: General funding information: What

kind of resources are you talking

The problem: This should be about? And what mechanisms
robust and compelling enough so could generate those resources?
that your stakeholders and the And, importantly, what's the
public can rally around it. connection between the tax rate

The solution: Lay out the steps it and the new revenue?

would take to solve the problem—
new city services, a new building,

The Support Loop

You’'re not always going to get things right the first time. The best way to ensure
that you’re driving toward a successful vote is to make sure that you are constantly
asking yourself whether your proposal would be popular. Some examples of how to
test your proposal include:

Take the latest version of the proposal to your full project team and see if
they think it's ready to go.

Ask the stakeholders that you’ve been working with whether they would
support the latest version of the proposal.

Ask your voters by including a question on a customer satisfaction survey or
running a public opinion survey.
If the proposal you've developed doesn’t pass any of these tests, it’s probably time
to circle back and see if there's a different proposal that would pass these tests.

Re-Evaluate Concept

Once your proposal is public, unanticipated opposition could emerge or flaws in the
technical analysis could be exposed, undermining the credibility of the work done to-
date. Take your time at this stage to ensure that you are ready to move forward.
Check to see if you have enough support politically. If not, do more work to shore
that up. Check to see if you have enough support technically. If not, go back to fill
the gaps in your analysis.
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Phase 3: Prepare to

Implement

Develop a Communication
Plan for the Funding
Concept

A communication plan may be needed
early on in a project’s development. But
by the time a stakeholder process has
been identified, every project will need to
empower its supporters with a strong
narrative about why everyone is at the
table trying to get this done.

Most of this work should be done already.

Bring people together to talk
through the difficult questions
they've faced to date about the
concept and work through a
question-and-answer document so
that major themes can emerge.

Think about storytelling as a way
to elevate the voices of the people
who would be directly impacted by
your project, and the voices of
people who haven’t been elevated
in the past. These stories can
provide a powerful narrative
framework for people unfamiliar
with your project to get up to
speed quickly on its need and
importance, and to see themselves
as part of the solution.

Research Public Opinion

Not every project will require a public vote.
But every project benefits from some level
of public opinion research. And not all
public opinion research needs to be
extensive or expensive. Workshops or
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advisory groups with people and
organizations who are closely in touch with
community members can quickly
illuminate public sentiment. Some options
that don’t require a paid voters survey are:

Surveys included in utility bills or other
routine city mailings: Including a
voluntary survey in a mailing that the city
already sends to all households is a
relatively low-cost way of gathering public
opinion. These surveys are not scientific,
but they are informative. Remember that
the people who chose to respond to your
survey are not representative of those who
will vote on your issue. But their opinions
can help you better understand concerns
in your community.

Online surveys: You can create the
voluntary surveys online and add the links
to websites, social media posts, and
recurring community e-mails. You can
also add the links or QR codes to the
mailings mentioned above. Response
rates tend to be low, and they will spike
only for the first couple of days. Plan for
multiple rounds of outreach and
reminders.

Stakeholder engagement and open
houses: Making space for your community
to come together and express their
opinions can be done at low cost. Cities
often hold these kinds of open houses in
the meeting rooms that the city council
meets in, or in venues donated by
community organizations. It's best to hold
multiple open houses during different
times of the day and week to
accommodate as many people as
possible.

Direct engagement with community
members at community gatherings can be
even more effective. Collect opinions from
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people who are gathered at a farmer’s

market or a city celebration, for example.

If you're looking to understand the
opinions of certain parts of your

community, you might ask local leaders of

community organizations to deliver their
community’s concerns.

Keep in mind that when you are using

these non-scientific methods for gathering

public input, the opinions of community
members with accessibility challenges or
who have historically been excluded or

underrepresented from civic participation
will likely be underrepresented here. Keep

that in mind as you utilize what you’ve
learned from these processes to help
inform your next steps.

Alternatively, a well-crafted survey of

voters with neutral questions can help you

quickly understand the following:

Viability of a public vote: If you
put it to voters, how many would
support it? Aim for more than 60
percent of respondents as a
baseline. And even if a vote is not
required, understand the ability
and inclination of opponents to
gather signatures for a
referendum.

FAQ on Initiatives and Referendums in
Oregon (League of Oregon Cities, 2023).

Messaging: What key messages
move people from opposition to
support? And how do you best
explain what you’re trying to do so
that the most people understand
it?

Project elements: If your project
goes to voters, you can learn what
pieces help build support and
which don’t. If the project doesn’t

W4
) Oregon Local Revenue Tools Guidebook

Q)

require a public vote, you can learn
what project or policy elements are
most popular with your
community.

To get representative results, your poll
questions should closely resemble what
voters will see on the ballot. This includes
drafting potential ballot language,
estimating revenue, setting a tax rate, and
providing a clear description of policy
outcomes. Ensure legal counsel and your
pollster review these details before
fielding the poll.

Build a Campaign Plan

Even if a project doesn’t require a public
vote, it still benefits from a campaign led
by community voices. A volunteer-led effort
can build support and reduce opposition.
Before a vote, engage three key groups in
the campaign: supporters, opponents, and
funders. Each should have clear roles and
expectations leading up to Election Day:

Supporters: This could be a
kitchen table of advisors, made up
of leaders among your stakeholder
table that can help the Mayor and
councilmembers build community
support for your project. It could
also be a more formal table of
people who are willing to raise
funds for paid communication
supporting your project.

Opponents: Think about who
would oppose your project. Have
they been engaged in your
stakeholder process? If not, why
not? Building a bridge to
opponents early on can reduce
opposition. If your project faces a
funded “No” campaign, your initial
support in a poll will need to be

Table of Contents 16

Page 28 of 143


https://www.orcities.org/application/files/8016/8321/7106/InitiativeandReferendumFAQ-updated5-23_final.pdf
https://www.orcities.org/application/files/8016/8321/7106/InitiativeandReferendumFAQ-updated5-23_final.pdf

higher because negative the costs associated with a

messaging will move some campaign should be developed
supporters to the opposition. with the help of campaign
Funders: Think about the professionals, and that cost should

be used as a benchmark for
gauging the capacity and
willingness of funders.

resources both sides of a potential
campaign would bring. The group
with the larger set of resources to

communicate with voters will have Again, there are restrictions on political
an easier time delivering their campaigning by public employees. You
messages and moving people to can refer to FAQ: Restrictions on Political
their side of the issue. If your Campaign by Public Employees (League of
project is on the wrong side of that Oregon Cities, 2023).

equation, you should question its
viability. A clear understanding of

The Looking Good Loop

At this point, it makes sense to take a step back and assess where things stand. If
things are looking good, it's time to build the campaign to get your project across
the line. But if trouble is emerging, it’s worth circling back to sort that out before

moving ahead. Some things to watch out for:

Low or soft public support: Polling helps gauge support for your proposal.
Strong supporters are key, as they are less likely to shift and more likely to
help during a campaign. If your concept relies mainly on lukewarm
supporters, it may be vulnerable to opposition. If you decide not to poll, you
can assess support through surveys of stakeholders or community members.

Strong opposition: Whether or not you use polling, gauge if strong opposition
is emerging. Opposition can easily cast doubt and is harder to overcome
than building support. If you notice growing resistance, take time to
understand and address concerns before a formal vote—it will be much
harder to resolve them afterward.

Logistical challenges: Hiccups may signal the timing isn’t right. If
fundraising seems difficult or stakeholder meetings lack a quorum, it may
indicate weak support, suggesting more time is needed to build enthusiasm.
A crowded ballot could also point to the need to reconsider the timing for the
ask. If elected officials are unresponsive or reluctant to endorse the project,
this could signal growing opposition. Think about the logistical challenges
ahead and ask yourself if they just need more work, or if they're signs of
weakness that should be shored up.
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Phase 4:
Implement/Vote

Develop the Ballot
Measure, Ordinance, or
Other Funding Strategies

Before heading into the final step that
either adopts a revenue tool through an
ordinance or sends the question to voters,
you should work to synthesize everything
you've learned up to this point.

Each document developed for this
moment is an important messaging tool.
Reporters, the public, supporters, and
opponents will look at the ordinance that
the city council votes on, the measure
ballot title that the voters vote on, and any
staff report for reasons to support or
oppose your project.

Make your messaging clear: Think about
how the general public will receive your
messaging documents. Make sure that
they are addressing, to the extent they
can, the questions the public posed along
the way. A clear, understandable ballot
title that represents the public’s attitudes
will be much more successful at the
ballot. Ballot language is too often drafted
by lawyers to simply meet technical
requirements, using legal jargon that does
not adequately communicate what voters
are being asked to pay for and why.
Anything that appears on the ballot must
also pass through the filter of the public’s
interest.

Take your time: Don’t be afraid to take
the time to get things right. By this step in
the process, a range of stakeholders and
deciders may want to hurry up and move.

But if there are still red flags, you're
better off waiting for the correct political
moment than sending a measure toward
defeat. It’s easier to wait for the right
moment than rebuild after failure.
Consider:

What else is on the ballot? A
competing measure that’s also
asking voters to raise taxes could
draw support away from your own
measure. If there are too many
measures on a particular ballot,
voters sometimes experience
decision fatigue, diminishing
support for all measures.

What type of election year is it?
Odd-year elections typically have
lower voter turnout than even-year
elections because the national
political campaigns for president
drive up voter turnout. If your
measure is alone on the ballot, with
no other issue to vote on, the
election could have low voter
turnout, which will change the
electorate. What a low voter turnout
election means varies widely from
jurisdiction to jurisdiction, but
generally older, more enfranchised
voters are more likely to vote in a
low-turnout election. While younger,
less enfranchised voters will likely
sit it out.
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Final Word

Whether your project succeeds or not,
your community will remember it. Keep
thorough records. This may be the first in
a long line of revenue changes for your
community, and future organizers will
look back on your efforts in order to build
on them.

In the same way, it's important to
recognize that political coalitions like
those that form around new revenue
efforts can last a long time. Fostering
those bonds and ensuring that people
continue to work together to improve their
communities can turn a single victory into
a chain of victories. It can also turn a
defeat into a victory down the road.

Just like it’s important to take your time
before heading to the ballot or the city
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council, it’s important to take your time
afterward to ensure you draw the correct
conclusions about your victory or loss.
What are people in your community saying
about it? What's the take of people outside
your organization? What are opponents
saying?

Successful cities are reflections of their

residents. Understanding how your project
is remembered will guide future efforts. It
will help you better serve your community.
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PART 2. REVENUE TOOLS

This section dives into funding tools available to Oregon cities. The following few pages
describe which tools are covered or excluded and offer tips on using the considerations in
the guidebook. Doing a technical analysis of funding tools is mostly about listing all the
reasons for and against each tool and comparing them. This is qualitative work, and the
conclusions heavily depend on the local context. The tables below illustrate one version of
this assessment. They are meant to be practical examples that help cities start their
process of evaluating and selecting funding tools that best suit their unique needs.

What Tools are Included?

This section includes 19 of the most common revenue tools available to cities in Oregon.
Exhibit 1 is an overview of all of the tools analyzed in this guidebook.

Communities will need to consult with their legal counsel about the legal implications for
each tool in their community. This guidebook does not provide legal advice—each reader is
responsible for seeking out legal or other expert opinions before deciding how relevant
these materials are to their particular situation.

Additional Resources

Home Rule 101 (League of Oregon Cities, 2023)

Legal Guide to Oregon’s Statutory Preemption of Home Rule (League of Oregon Cities,
2020, updated 2023)

Oregon Municipal Handbook, Chapter 2: Home Rule & Its Limits (League of Oregon
Cities, 2020, updated 2024)

Oregon Municipal Handbook, Chapter 12: Financial Management and Taxation (League
of Oregon Cities, 2024)
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https://www.orcities.org/application/files/4617/1700/1308/Home-Rule-101-updated-8-18-23.pdf
https://www.orcities.org/application/files/1817/1694/0175/Guide-OregonsStatutoryPreemptionsofHome_Rule-Updated8-18-23.pdf
https://www.orcities.org/application/files/5317/2798/0405/Handbook_-_Chapter_2_Home_Rule_and_Its_Limits.pdf
https://www.orcities.org/application/files/7817/2799/0832/Handbook_-_Chapter_12_Financial_Management_and_Taxation.pdf

Exhibit 1. Overview of Revenue Tools in the Guidebook

Taxes on Goods and Services (‘“‘what you buy’’)

Revenue Tool | Who Primarily What Does It What is Taxed? Top Considerations
Pays? Pay For?
General Sales | Residents Both: Services Most goods and Large and stable revenue
Tax Visitors and capital services source for broad use. But
(page 29) Businesses improvements (e.g., clothes, little public support and
events, concerns about
landscaping, disproportionate impacts on
repairs) lower-income individuals.
Targeted Residents Both: Services Specific goods Requires coordination with
Sales Tax Visitors and capital and services retailers, can unintentionally
(page 32) Businesses improvements (e.g., prepared drive away economic activity,
food, rental car) and useful for targeting goods
or services.
Fuel Tax Residents Both: Gas consumption | Limited to transportation
(page 34) Visitors Transportation related improvements. Strong
Businesses infrastructure nexus between tax and
maintenance benefit. Eroding tax base due
and investments to fuel-efficient and electric
vehicles.
Transient Visitors Services Lodging Limited tax base (lodging
Lodging Tax mostly: 709 bookings based activities) and revenue use
(TLT) related to on cost of (promotion of tourism and
(page 36) tourism; 30% is | lodging tourism related facilities).
discretionary Likely supported by the
public.
Construction Developers Capital: Value of Clear nexus between tax and
Excise Tax Affordable construction benefit, though revenues can
(CET) housing or permits fluctuate with development
(page 39) school facilities activity.
Revenue Tool | Who Primarily What Does It What is Taxed? Top Considerations
Pays? Pay For?
Personal Workers Both: Services Workers’ wages A substantial and versatile
Income Tax and capital and salaries revenue source. Strong
(page 43) improvements administrative and political
challenges.
Business Businesses Both: Services Businesses’ net Can generate substantial
Income Tax and capital incomes revenue, but risks to
(page 45) improvements economic activity.
Payroll Tax Workers and Both: Services Workers’ wages Can generate substantial
(page 47) businesses and capital and salaries revenue for a predefined
improvements funding objective but can
have adverse effects on lower-
income workers.
Taxes on Property (‘‘what you own”)
Revenue Tool | Who Primarily What Does It What is Taxed? Top Considerations
Pays? Pay For?
Local Option Property owners | Both: Services Assessed value Generates moderate to high
Levies and programs of property revenues in five-year
(page 51) mostly but can timespans. Limited duration

fund capital
expenses.

reassures voters but can be
risky for some cities.
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Taxes on Property (‘‘what you own”)

Special Property owners | Services: Assessed value Can effectively fund singular

Districts Targeted or new | of property or specialized service needs.

(page 53) municipal Usually supported by the
services public.

Local Property owners | Capital: Assessed value Clear nexus and sufficient

Improvement Infrastructure of property revenue to fund identified

District (LID) improvements projects. Costs shared among

(page 55) participating property owners.

Economic Business Capital (EID): Assessed value Versatile funding solutions to

Improvement owners and/or Commercial of property, or shared problems. Effective

District (EID) | property owners | district capital business location | and well-managed districts

/ Enhanced in a commercial | improvements in a commercial have the potential for long-

Service district district term stability and growth.

District (ESD) Services (ESD/

/ Business BID):

Improvement Commercial

District (BID) district services

(page 57)

General Property owners | Capital: Capital | Assessed value Potential for substantial

Obligation investments of property funding for capital

(GO) Bonds investment. Passing a GO

(page 61) Bond requires careful

campaigning.

Tax Property owners | Capital: Increases to Funds capital projects related

Increment Improvements assessed value to economic development and

Financing for economic of property housing. Generates revenues

(TIF) development or without raising taxes.

(page 63) housing

Fees and Charg

es (“what you do”’) — Unlike taxes, fee
permits, utility services, or park entry fees.

s are typically tied t

o specific uses, like building

Revenue Tool | Who Primarily What Does It What is Top Considerations

Pays? Pay For? Charged?
Franchise Utility providers | Both: Services Fees on utility Stable and broad revenue
Fees and and capital service source with unrestricted uses,
Utility improvements providers, who but there are uncertainties
License Fees then pass on the | about future revenue growth
(ULFs) costs to with changing regulations.
(page 67) customers
Municipal Utility Both: Services Municipal Easy to generate revenue, but
Services Fees | customers and capital services (through | with political challenges and
(page 70) improvements utility bills) disproportionate impacts.
Fees for Residents Services Specific services | Nexus between fee and
Specific Visitors mostly: services | (e.g., copies, benefit. Highly variable
Services Businesses related to fee permits, rentals) | considerations city to city.
(page 74)
Fines and Residents Services Violations Not a reliable funding source.
Penalties Visitors mostly: services But can promote compliance.
(page 76) Businesses related to the

violation

System Developers Capital: New Recovers a portion of costs
Development infrastructure development associated with new
Charges improvements development. Revenue is
(SDCs) development-driven, likely
(page 79) fluctuating over time.
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What is Not Included?

This guidebook does not include more unique tools some jurisdictions in Oregon use (e.g.,
logging rights, Portland Arts Tax, bridge tolls). It also does not include tools local
jurisdictions cannot use because the state does not allow it (anymore). Two examples are
real estate transfer tax and gross receipts tax. Although some local jurisdictions in Oregon
use these tools, the State Legislature has preempted future adoption of these tools.

Real estate transfer tax is applied to the sale of real property (such as land or a
building). The taxable value is based on the selling price. ORS Chapter 306.815
prohibits local jurisdictions from adopting real estate transfer taxes unless they
were in effect by March 1997. Washington County is the only Oregon jurisdiction
that has a real estate transfer tax.

Gross receipts tax is applied to the gross sales revenue businesses generate. Unlike
a sales tax that is applied to final sales to consumers, a gross receipts tax is applied
to business transactions. This feature leads to “tax pyramiding” where a good or
service is taxed multiple times to reach the final consumer. Unlike an income tax, a
gross receipts tax generally does not allow deductions for business expenses, with
some exceptions. ORS Chapter 317A.158 prohibits local jurisdictions from adopting
gross receipts taxes unless they were in effect by April 2019. Portland is the only
jurisdiction in Oregon to have a gross receipts tax, the Clean Energy Surcharge,
which funds the Portland Clean Energy Community Benefits Fund (PCEF).

Additional Resources

TaxEDU: Not All Taxes Are Created Equal (Tax Foundation, 2023).

Many people have come up with ways to organize and evaluate funding tools. This
primer discusses different types of taxes (income, consumption, property) and
compares their impact on economic growth, fairness, and revenue stability. It explains
why some taxes are more equitable or economically efficient than others. Tax
Foundation is a nonpartisan, educational organization that has been critical of new tax
laws in Oregon.!

Comprehensive Revenue Restructuring (Oregon Department of Revenue, 2009).

This 2009 report presents options for restructuring Oregon's tax system, addressing
the state’s reliance on income and property taxes. It evaluates tax instruments like a
gross receipts tax, a reform of property tax limitations, and potential avenues for sales
tax implementation to enhance revenue stability. While the report is fifteen years old,
the key principles are still true today.

1 Mountjoy, Jack and Joseph, Biship-Henchman. “The Dam Bursts in the Beaver State: Oregon’s Wave of Tax
Increases and New Spending.” Tax Foundation. July 9, 2009. Accessed October 3, 2024.
https://taxfoundation.org/research/all/federal/dam-bursts-beaver-state-oregons-wave-tax-increases-and-new-
spending/.
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https://taxfoundation.org/taxedu/educational-resources/primer-not-all-taxes-are-created-equal/
https://www.oregonlegislature.gov/lro/Documents/final_report_012109.pdf

Considerations

When exploring funding tools, it is essential to take a structured look at whether they are
adequate, fair, viable, and aligned with a city’s goals. A structured list of considerations
can help cities compare their options. While no tool will likely perform well in every
consideration, this approach can reveal each option's main pros and cons. Typically,
cities should also consider legal requirements, but this guidebook skips that aspect since
every tool in this guidebook is legally allowed for cities.

Compatibility with Budgeting Needs A
ey |

Every city has its unique financial landscape, but a key question for any :
revenue tool is: Can it consistently generate sufficient funds to meet the m
city’s needs? This section looks at how each tool stacks up on that front.

Adequacy: How much revenue can it generate? Cities will need to determine
whether one or more tools can provide enough funding for the identified need.

Stability: What factors could lead to funding fluctuations from year to year or
seasonally? Cities will need to consider how susceptible revenues are to external
factors such as economic cycles, environmental factors, and seasonal changes that
can cause revenue volatility. Some tools, like income taxes, fluctuate with the
economy, whereas property tax revenues grow steadily over time and are less
affected by economic cycles.

Versatility: What can the funding be used for? The tool's effectiveness can be
influenced by how broadly or narrowly its revenue can be applied. Versatile tools
allow cities to respond to various needs, but targeted tools might help secure
consistent funding for critical priorities.

Capacity for Growth: Does the tool have the capacity to grow and meet future
financial demands? A revenue tool that meets current needs may become
inadequate if revenue fails to keep pace with rising service costs or increasing
demand.

Fairness: Who Benefits and Who Pays?

Every city is different, but fairness in who pays and who benefits from

public services is always a concern. This set of considerations looks at the - -
equitable distribution of costs and benefits across different populations,

including households, businesses, and visitors.

Horizontal Equity: Does the tool treat similar taxpayers consistently? Cities should
evaluate whether the revenue tool taxes or charges equal rates across households,
visitors, and businesses with comparable economic situations. Horizontally equity
means there is no preferential treatment. Even when the tax rates are the same,
there could be unfair treatment due to spending habits that diverge from earnings,
income tax deduction and credits, and property assessment methods.
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Vertical Equity: Do those with more resources pay more than those with less?
Cities will need to assess whether the revenue tool affects those with lower incomes
more than those with higher incomes. Taxes and fees that do not differentiate
ability to pay are often called “regressive” among economists. For example, a flat
fee for a city service or a fuel tax is regressive and disproportionately impacts
lower-income individuals because they do not change their ability to pay.

Nexus to benefit: Is there a clear connection between the tax or the fee and the
public service funded by it? Cities may want to ensure that those who fund a
service also benefit from it. This alignment strengthens the fairness of the revenue
tool.

Administrative Ease

o
Although each city will have different staff capacities, existing programs, ( \
and financial resources, all cities must consider how much time, money, . .
and staff it will take to manage a new revenue tool. Partnering with other —

jurisdictions looking to do similar things could help spread the load.

Implementation: How costly and complex will it be to establish and manage the
new revenue tool, and does the city need to create new systems or roles to
support it? Implementing a new revenue tool can require investments in software,
staff training, and even new roles or departments. Cities should consider whether
their existing systems can support the new tool or if new processes are needed.
For smaller cities, these requirements can be particularly challenging.
Additionally, if the tool is complex, additional time will be needed to inform staff
and the public. A related consideration is jurisdictional boundaries (e.g., business
improvement districts collect and spend the revenues within a business district).

Collection: What infrastructure and resources are needed to collect and manage
the revenue efficiently, and how will external coordination affect this process?
The ability to collect revenue smoothly often hinges on the city’s existing
infrastructure. If current systems are not adequate, new programs or business
units may need to be developed. Efficient data management is also crucial—
tracking payments accurately and minimizing errors are essential to smooth
operations. Setting up these systems can demand staff and financial resources
along with coordination with external entities, like the State of Oregon Department
of Revenue.

Enforcement: What will be required to monitor compliance, enforce penalties,
and allocate resources effectively for the new revenue tool? Enforcement of the
revenue tool involves ongoing compliance monitoring, including resource-intensive
audits and clear processes for managing penalties and resolving disputes. Cities
may only be able to collect the full share of the tax or fee with a strong
enforcement mechanism. Enforcement also demands dedicated staff and
resources, which can be a strain, particularly for smaller cities with limited staff
capacity.
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Neutrality and Political Feasibility

People respond to policy proposals and decisions in different ways. When
considering the feasibility of new revenue tools, cities can try to anticipate
what people might do.

Neutrality: Is the revenue tool likely to result in unintended changes in behavior?
Ideally, revenue tools would not lead to distorted impacts on economic activity
(such as encouraging moving or reducing employment). Sometimes, behavior
change may be an intended outcome to reduce costs to the public (such as
penalties for speeding or excise taxes on alcohol or tobacco). For local taxes, a
potential unintended consequence is people crossing to neighboring jurisdictions to
avoid paying a local tax.

Political Feasibility: How likely is the new revenue tool to gain political support?
Cities need strategies to build coalitions, anticipate opposition, and address public
concerns. Cities can start by gauging the support from elected officials, community
leaders, and the public. Cities must consider the tool’s potential impact on
different stakeholders and develop strategies for building a strong coalition.
Gaining political buy-in means addressing public concerns through transparent
communication and demonstrating the tool’s benefits. Other considerations include
careful wording in ballots or ordinances to balance the chances of passage with the
need for flexible use of funds.

Applying the Considerations

This section provides two examples that differentiate how a city might consider funding
tools for infrastructure projects—such as roads, utilities, and public buildings—and for
city services—such as public safety, parks maintenance, and social programs. These
examples are intended to be illustrative and are based on a narrow set of assumptions.
City staff will need to apply the considerations within their political and financial context
to help decision-makers understand the suitability, scalability, and long-term impacts of
various funding mechanisms.

Adapt this guidebook to your needs

Cities are encouraged to adapt these insights based on their specific local context.
While the guidebook presents general assessments, any detailed evaluation of a
particular funding tool should account for the jurisdiction's unique circumstances and
needs.
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Summary of Considerations

This table summarizes generalized considerations in the tools described below.

Exhibit 2. Summary of Revenue Tools Considerations

Compatibility with Fairness Administrative Other
Budgeting Needs Ease Considerations

Versatility
Capacity for
Horizontal
Vertical
Implement-
Collection
Enforcement
Neutrality
Political
Feasibility

General Sales
Tax oo oo cee oo oo . . oo eoe oo . .
Targeted Sales D ' D D oo . D oo eoe eoe ' oo
Tax
Fuel Tax* oo oo . ° oo ° YY) YY) YY) YY) oo D
TLT o0 . . D oo . YY) YY) YY) o0 YY) oo
CET Y oo oo D oo oo YY) Y YY) YY) ° oo
Personal

cee . D ) oo oo . . ) oo . .
Income Tax
Business
Income Tax oo . D oee oo oo oo . oo oo . °
Payroll Tax oo . ° oo oo . D oo ooe eoe oo oo
Taxes on Property (‘‘what you own”’)
Loc:al Option eoo . oo . ' oo D oo ooe eoe eoo D
Levies
Special District YY) YY) oo . oo oo D . YY) YY) YY) D
LID* Yy oo oo . YY) . YY) oo YY) oo YY) D
EID*/ESD/BID . oo YY) oo YY) ° YY) o YY) o D D
GO Bonds* YY) YY) oo ° oo ° D ° YY) oo YY) D
TIF* YY) D oo D o ° YY) ° YY) YY) oo °
Fees and Charges (‘‘what you do’’)
Franchise Fees D oee Yy oo oee . ° oo ooe oo oee eoo
and ULFs
MunI_CIpaI D ' eoe ece D D D D ece oo ece D
Services Fees
Fees for
Specific D D o D ooe o eoe D D D D coe
Services
Fines and
Penalties . . D . oo . ) oo ) oo . D
SDCs* D D o0 YY) YY) o0 D ) YY) YY) o0 D
e e e = Key advantages oo = Some limitations or exceptions
. = Considerable limitations D = Depends * = Capital Projects Only
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TAXES ON GOODS AND SERVICES

Cities can collect a tax on the sale of most goods and services. While Oregon does not have
a state sales tax, local jurisdictions have the option to apply a local sales tax. A general
sales tax applies to a broad array of goods and services, whereas a targeted sales tax
applies to specific goods or services. Sales taxes are typically a percentage of the purchase
price. Some taxes are collected at the point of sale and remitted by businesses to the
government. Some local transient lodging taxes are administered by the state—Department
of Revenue—and remitted to local jurisdictions. Others are collected and administered by
the jurisdiction itself or through intergovernmental agreements.

Local revenue tools covered in this section are: Local taxes on goods and services are
generally easy to administer through
existing mechanisms. But they tend
to disproportionately impact lower-
Fuel Tax (page 34) income individuals and can drive
away economic activity to nearby

_ . jurisdictions with lower tax rates.
Construction Excise Tax (page 39) Actual impact will depend on how

General Sales Tax (page 29)

Targeted Sales Tax (page 32)

Transient Lodging Tax (page 36)

much goods and service people buy.

Taxes on Income
Taxes on Property

Fees and Charges

AV,
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Taxes on Goods and Services

General Sales Tax

Cities can apply a general sales tax on various transactions within a specific jurisdiction.
These taxes can go into the general fund to help fund essential public services like
infrastructure and public safety, especially in areas with significant retail or tourism.
Despite sales taxes being commonplace in the rest of the United States, no Oregon
municipality has implemented a general sales tax due to major voter opposition.

Rationale: A local sales tax helps diversify a city’s revenue sources, adding financial
stability beyond reliance on property taxes and fees. For cities that experience significant
costs from visitors using city infrastructure, a sales tax allows the city to capture revenue
from these users.

Who pays: Residents, visitors, and businesses

Statutory reference: ORS Chapter 305.620. Also, Oregon’s home rule grants local
governments limited authority to implement taxes to meet their specific fiscal needs.

Examples

City of Ontario became the first city in the state to attempt to create a general retail sales
tax in 2017, passing an ordinance to create a 1 percent levy aimed at generating $3.7
million annually. The revenue was intended to fund city services like law enforcement,
street repairs, and parks. Ontario’s unique position on the ldaho-Oregon border, where
shoppers cross to avoid Idaho’s 6 percent sales tax, was a major factor in its decision.?
However, some residents opposed the tax, leading to efforts to overturn it via referendum in
May 2018.3

City of Vancouver, Washington, has a combined use and sales tax rate of 8.7 percent as of
late 2024. In 2023, 12.6 percent (or $65 million) of the total sales tax revenue went to the
City of Vancouver.* The City leverages local sales tax revenues for public safety,
infrastructure projects, and general city services. Compared to similarly sized cities in
Washington, the City loses substantial sales tax revenues due to its proximity to Portland,
which has no sales tax. A 2014 Cross Border Study by the State of Washington indicates
that Washington’s border counties would lose $193 million in state and $54 million in local
sales tax revenues to evasion.®

2 Peacher, Amanda. 2017. “Ontario Becomes Oregon’s Only City To Approve A Sales Tax.” Oregon Public
Broadcasting, September 27, 2017. Accessed November 14, 2024. https://www.opb.org/news/article/ontario-
oregon-sales-tax/.

3 Terhune, Katie. 2018. “Ontario Voters Reject 1 Percent Sales Tax Proposal.” KTVB, May 16, 2018.
https://www.ktvb.com/article/news/politics/elections/ontario-voters-reject-1-percent-sales-tax-proposal/277-
552809630

4 City of Vancouver. 2023. “Your Retail Sales Tax.” City of Vancouver 2023 Annual Report. Accessed November
14, 2024. https://www.cityofvancouver.us/2023-annual-report/your-retail-sales-tax/

5 Washington State Department of Revenue. 2014. Cross Border Study. Accessed November 14, 2024,
https://dor.wa.gov/sites/default/files/2022-02/Cross_Border_Study_2014.pdf
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Taxes on Goods and Services

Considerations

Summary of Top Considerations: Although a general sales tax could be an adequate
technical solution to budget needs, it is difficult to gather public support. Read about
identifying champions and developing communication plans in Part 1. Getting to a Yes:
Developing a Revenue Strategy section above.

+ Broad applicability: A general sales tax would apply to many goods and services,
creating a large and stable source of revenue for cities. Because the revenues would
go into the general fund, cities can control how funds are spent.

+ Political messaging: Because a general sales tax does not exist in Oregon, cities will
need to carefully tailor their message to define the budget needs or pressures and
what these dollars will fund, such as local infrastructure or public services. Capturing
revenue from non-residents can be a key theme in the communication about the
potential benefits of the tax. In cities with heavy tourist or cross-border traffic, local
sales taxes ensure that visitors contribute to maintaining city services.

+ Vertical Equity: Many economists consider sales taxes regressive because they are
more burdensome to those with lower incomes. (Regressive taxes are those that
disproportionately affect lower-income individuals.) This can be mitigated with
structural choices about the goods and/or services that are taxed. For example,
exclusions for groceries or medication are common for sales taxes.
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Taxes on Goods and Services

Exhibit 3. Considerations for General Sales Tax

Compatibility with Budgeting Needs

Adequacy e ¢ o | Can generate significant revenue, especially in areas with high retail
activity or tourist traffic.

Stability oo Less stable than property taxes and may fluctuate with consumer
spending levels and business cycles.

Versatility e e o | Usually no restrictions on use of funds. Can direct revenues to the
general fund or to specific budgetary accounts.

Capacity for oo Can grow with increasing retail activity or tourism, keeping pace with

Growth cost of service. However, growth is limited during economic

downturns, during times of high inflation, or if consumers shift to
lower-tax areas.

Horizontal Equity | e e Applied uniformly to buyers of the targeted goods or services but will
impact more frequent buyers of taxed goods or services.
Vertical Equity . Sales taxes are regressive, disproportionately impacting lower-

income households who spend a larger share of their income on
essentials. To balance vertical equity, cities can consider exemptions
for basic necessities (such as groceries or medicine).

Nexus . Broad-based taxes that support the general fund do not have a clear
nexus, and nexus is not required. Still, some nexus exists when the
tax is paid by tourists or visitors who use the public infrastructure.
Implementation oo Requires coordination with retailers to set up. National and regional
retailers already have experience collecting sales tax at point of sale.
A new sales tax will require behavior change from small businesses
to manage collection.

Collection e e e | Once in place, the collection process is handled by retailers, who
include the tax in the price of goods and remit it to the municipality.
Enforcement e e o | Other communities outside Oregon with broad sales taxes do not

report major issues.

Other Considerations
Neutrality . Local sales taxes may reduce consumer spending or drive purchases
to neighboring areas with lower or no sales tax. Lower tax rates will
have less impact.

Political . Local sales taxes face resistance in Oregon, partly because no city
Feasibility currently has one. Any city evaluating this tool should consider a
ballot measure rather than implementation by ordinance.

Legend

e ¢ o« = Key advantages

e e = Some limitations or exceptions
. = Considerable limitations
D = Depends
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Taxes on Goods and Services

Targeted Sales Tax

A targeted sales tax, or an excise tax, applies to specific goods or services within a
jurisdiction. It can generate revenue for local services like public safety, infrastructure,
parks, and community programs. Examples in Oregon are:

Goods like gasoline, alcohol, and tobacco

Activities like lodging (hotel/motel taxes) (see page 36 for Transient Lodging Tax)
Car rentals

Admissions to events (e.g., theater, concert)

Rationale: Cities across Oregon use targeted sales taxes on specific goods or services to
fund transportation projects or local services. These taxes often focus on items that
capture significant contributions from tourists and non-residents, helping shift part of the
tax burden away from local residents.

Who pays: Residents, visitors, and businesses

Statutory reference: ORS Chapters 305 to 324

Examples

City of Ashland has a five percent tax on all prepared food items and beverages.® This tax
includes food sold by restaurants, food trucks, and other establishments. Revenues from
the tax are used to support the acquisition and maintenance of parklands and to fund
wastewater treatment facilities.’

City of Cannon Beach passed a five percent Prepared Food Sales Tax in November 2021.8
Businesses selling prepared food collect the tax on behalf of the City and remit it to the
City every quarter. The businesses may retain 5 percent of taxes collected to mitigate
collection costs.?

City of Redmond approved a five-year, 12.5-percent tax on rental cars In January 2024.
The city plans to use revenues for transportation infrastructure.1©

6 City of Ashland. n.d. “Business Registration & Transient Lodging Tax.” Accessed October 3, 2024.
https://www.ashlandoregon.gov/244/Business-Registration-Transient-Lodging-

7 Silver, Dean. 2022. “The Evolution of the Food and Beverage Tax.” The Ashland Chronicle. July 04, 2022.
Accessed November 4, 2024. https://theashlandchronicle.com/the-evolution-of-the-food-and-beverage-tax/

8 City of Cannon Beach. n.d. “Prepared Food Sales Tax.” Accessed October 3, 2024. https://www.ci.cannon-
beach.or.us/finance/page/prepared-food-sales-tax

9 City of Cannon Beach. n.d. A Business Guide to the Cannon Beach Prepared Food Sales Tax. Accessed October 3,
2024. https://www.ci.cannon-beach.or.us/media/17036

10 City of Redmond. n.d. “Rental Car Tax.” Accessed November 14, 2024.
https://www.redmondoregon.gov/government/departments/finance/rental -car-tax
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Taxes on Goods and Services

Considerations

Summary of Top Considerations: Targeted sales taxes are common in Oregon.
Compatibility with budgeting needs largely depends on the good or service in question. A
targeted sales tax requires coordination with retailers but can be relatively easy to
administer. It may reduce consumption of the targeted good or service, whether intended or
not. Like general sales tax, they disproportionately impact lower-income individuals.

Exhibit 4. Considerations for Targeted Sales Tax

Compatibility with Budgeting Needs

Adequacy D Depends on the good or activity. More targeted taxes generate less
revenue. Food and beverage taxes can generate more revenue.
Stability oo Less stable than property taxes and may fluctuate with consumer

spending levels and changes to inflation. Seasonality in areas with
more tourism spending such as rental cars and prepared food.

Versatility D Usually no restrictions on the use of funds. But if a city chooses a
budgetary account to fund, it will be difficult to fund other uses later.

Capacity for D Can grow with economic activity, keeping pace with cost of services.

Growth But potential for growth depends on the specific goods or services.

Horizontal Equity | e e Applied uniformly to buyers of the targeted goods or services but will
impact more frequent buyers of taxed goods or services.

Vertical Equity . Generally regressive, disproportionately impacting lower-income

households who spend a larger share of their income on essentials
subject to tax. But can depend on the taxed goods or services.
Nexus D Depends on use. For example, a motor vehicle rental tax that funds
road infrastructure projects would have a clear nexus.

Administrative Ease
Implementation oo Requires coordination with retailers to set up. National and regional
retailers already have experience collecting sales tax at point of sale.
A new sales tax will require behavior change from small businesses.

Collection e e e | Once in place, the collection process is handled by retailers, who
include the tax in the price of goods and remit it to the municipality.
Enforcement e ¢ ¢ | Other communities outside Oregon with broad sales taxes do not

report major issues.

Other Considerations
Neutrality oo Targeted taxes can reduce consumption of the targeted goods or
services. This is sometimes an intended effect (e.g., tobacco). If the
tax is too high, it may drive consumers to neighboring jurisdictions
that do not have a similar tax.

Political ) Several jurisdictions have implemented targeted sales taxes. There
Feasibility are precedents for the political feasibility of a targeted local sales tax.
Voter approval is required for some taxes.

e ¢ ¢ = Key advantages o = Considerable limitations

e ¢ = Some limitations or exceptions D = Depends
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Fuel Tax

A fuel tax is a targeted sales tax charged on gasoline sales in a jurisdiction. Revenues fund
the construction, repair, operation, and maintenance of local roads and streets.

Rationale: A fuel tax can help diversify funding sources beyond property taxes and state
allocations. It creates a dedicated stream of revenue for road maintenance and new
transportation investments. It can discourage using gas-powered vehicles and encourage
using fuel-efficient vehicles, public transportation, and other transportation modes.

Who pays: Residents, visitors, and businesses that use fuel
Statutory reference: ORS Chapters 319.010 to 319.430
Additional resources:

Model Motor Vehicle Fuel Tax Ordinance (League of Oregon Cities, 2020).

Fuels Tax Taxable Distribution Reports (Oregon Department of Transportation).

Examples

According to the Oregon Department of Transportation, 31 local jurisdictions collect local
fuel taxes as of 2024.11

City of Eugene implemented a local fuel tax in 2003 (five cents per gallon as of 2024). The
City dedicates revenues from this local gas tax to build, repair, maintain, operate, and
preserve city-owned roads and streets. The gas tax ordinance stipulates that no revenue
shall be used for capacity-enhancing street improvements.12

City of Newport had funded local road infrastructure with a local fuel tax that varies
seasonally. Since 2009, the fuel tax had been three cents in the summer months and one
cent in the rest of the year. In 2021, the City proposed to increase their gas tax to five
cents year-round. The ballot measure was defeated along with a prepared food tax.13 In
May 2024, the City passed an ordinance to increase the fuel tax to five cents per gallon,
effective October 1st, 2024.14

11 Oregon Department of Transportation. n.d. “Current Fuel Tax Rates.” Accessed October 15, 2024.
https://www.oregon.gov/odot/ftg/pages/current%20fuel%20tax%20rates.aspx

12 City of Eugene. n.d. “Local Gas Tax.” Accessed October 15, 2024. www.eugene-or.gov/1085/Local-Gas-Tax

13 Card, Steve. 2024. “Newport Proposing Gas Tax Increase.” Newport News Times, February 29, 2024. Accessed
October 5, 2024. https://www.newportnewstimes.com/news/article_636e95cc-d14b-11ee-b266-
ef8765f6eb2e.html

14 Oregon Department of Transportation. n.d. “Fuels Tax.” Accessed October 5, 2024.
www.oregon.gov/odot/ftg/
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https://www.orcities.org/application/files/7416/9239/7816/ModelMotorVehicleFuelTaxOrdinance-Updated8-18-23.pdf
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Taxes on Goods and Services

Considerations

Summary of Top Considerations: Fuel taxes exist at local, state, and federal levels. They
have been a reliable source of revenue for funding some transportation-related projects.
However, fuel-efficiency improvements are reducing their reliability. Without a statewide
solution like a vehicle miles traveled tax, cities may need to raise fuel tax rates. Also, there
may be public opposition if it is perceived as a tax on lower-income, car-dependent
households without alternative means of transportation. Cities also need to consider fuel
prices and taxes in neighboring jurisdictions where drivers could purchase fuel instead.

Exhibit 5. Considerations for Fuel Tax

Compatibility with Budgeting Needs |

Adequacy oo Known for providing consistent funding, but fuel efficiency
improvements are reducing total fuel consumption and revenue.
Cities may need to change tax rates or adopt a new tax in the future.

Stability o Stable in the near-term but can decline over time due inflation and
shifts toward alternative fuels and electric vehicles (EVs).

Versatility . Restricted to transportation-related purposes.

Capacity for . Fuel consumption is falling due to vehicle fuel efficiency

Growth improvements and EV technology.

Horizontal Equity | e e Individuals pay in proportion to the amounts of fuel they buy. But it

does not account for different driving needs or vehicle fuel
efficiencies among similar income groups.

Vertical Equity . Disproportionately impacts lower-income individuals who spend a
higher share of their income on fuel.
Nexus e ¢ o | State laws require that fuel tax revenues be spent on roadway

improvements resulting in a strong nexus.
Administrative Ease
Implementation e ¢ o | Relatively simple, leveraging existing tax collection systems.
Requires setting the tax rate and coordinating with fuel
distributors/retailers.

Collection e e o | Collected at the point of sale by fuel retailers.

Enforcement e e o | Enforcement is relatively easy, as compliance is monitored directly
through fuel sales records.

Other Considerations
Neutrality oo Might have a modest impact on fuel consumption. But local
governments need to consider fuel prices and availability in
neighboring jurisdictions without a similar fuel tax. It could result in
unintended consequences.

Political D Many jurisdictions have successfully implemented fuel taxes,
Feasibility suggesting it can be political feasible in some places. There are
looming issues related to fuel economy, climate change, and
disproportionate impacts on lower-income drivers.

e o o = Key advantages . = Considerable limitations
e e = Some limitations or exceptions D = Depends
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Taxes on Goods and Services

Transient Lodging Tax

Cities and counties may impose taxes on hotels, motels, campgrounds, short-term rentals,
and other temporary lodgings. Transient Lodging Tax (TLT) has become more prominent
with the growth of hosting and home-sharing platforms. Any TLT set by local governments
is in addition to Oregon's statewide TLT of 1.5 percent.

House Bill 2267 (2003) limited local control over TLTs by requiring cities and counties to
allocate at least 70 percent of new or increased TLT revenue to “tourism promotion” or
“tourism-related facilities.”1> The remaining 30 percent can be used more flexibly, including
for general city services or infrastructure that may not be directly tied to tourism. This
could support public safety (e.g., policing or emergency services for tourist-heavy areas),
transportation improvements, or maintaining parks and roads. Cities with pre-existing TLTs
prior to 2003 can maintain their prior distribution ratios but cannot reduce the portion
spent on tourism promotion below the 2003 levels. New TLTs in these cities would be
subject to the 70/30 split.

Many communities with large numbers of tourists have expressed the need for more flexible
funding allocations, given the strain that tourism places on their local infrastructure. Past
TLT revenues funded tourism promotion to help establish some communities as tourist
destinations. These communities now need the revenues to sufficiently fund the
infrastructure that tourists rely on.

Rationale: A TLT can leverage tourism activity by generating revenue from non-residents
who use local services and infrastructure. Since tourists and visitors place additional
demand on public services, TLT allows jurisdictions to recover costs associated with
tourism-related expenses.

Who pays: Tourists and local customers of overnight lodging facilities
Statutory reference: ORS Chapters 320.300 to 320.365
Additional resources:

Legal Guide to Collecting Lodging Taxes in Oregon (League of Oregon Cities, 2021).
This guidebook provides city leaders with an overview of state regulations on local
TLTs, covering how the tax is collected, how cities can use the revenue, and the
effects of changes to the tax rate. It addresses challenges like short-term rental
platforms and includes resources such as model ordinances, agreements, and tax
forms to assist with implementation and amendments.

15 ORS 320.300 outlines definitions for tourism promotion and tourism-related facilities as “a conference center,
convention center or visitor information center; and other improved real property that has a useful life of 10 or
more years and has a substantial purpose of supporting tourism or accommodating tourist activities.”
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Taxes on Goods and Services

Examples

City of Newport imposes a 12 percent transient room tax on lodging rented for less than 30
days duration. The tax is used for general government purposes (54 percent) and for
tourism promotion and facilities purposes (46 percent) as stated in the City of Newport
Municipal Code (NMC), Chapter 3.05.1® TLT in the City of Newport is not subject to the
70/30 split in how revenues can be used because it was in place before relevant statutes
were adopted.

City of Manzanita is another Oregon community with a TLT established before the state
passed ORS 320.345 and 320.350 in 2003, which restricts how TLT revenues can be used.
Because the City implemented its original 7 percent tax before these regulations, it can
continue using all of the revenue from that portion of the tax at its discretion. However,
Manzanita raised its TLT rate to 9 percent after July 2, 2003, when the new restrictions
took effect. Under these restrictions, 70 percent of the additional TLT revenue must be
allocated to tourism promotion and tourism-related facilities, while 30 percent remains
available for general use.!’ Even in cities like Newport and Manzanita where a portion of
TLT revenue is unrestricted, new TLT revenue is restricted. It falls short of covering the
costs of key services for overnight visitors, such as parking, road maintenance, and
emergency services.

In total, 84 cities and 15 counties in Oregon have a local TLT, with many of the tax
rates between 8 percent and 11 percent.1® 1° Some are administered by the state, but
many are locally administered. For nearly all jurisdictions, TLT is an insufficient
funding tool because at least 70 percent of the revenue must be allocated to tourism
promotion and tourism-related facilities, rather than general use.

Considerations

Summary of Top Considerations: Many jurisdictions have local TLTs, which makes it
relatively easy to establish a new TLT or increase the rate. Residents quickly understand
the messaging: charging visitors to pay for infrastructure and services they use. However,
local residents would still pay it too, and businesses that depend on tourism activities will
be cautious about taxes on tourists. The main challenge with TLT is its inadequacy to meet
budget needs beyond funding tourism promotion activities. The tax base is limited to
lodging activities, and cities are restricted in how they can use the revenue.

Focus groups and surveys showed that Oregonians are generally supportive of changes
to how the revenue is used (70 percent supporting vs. 20 percent opposing).

16 City of Newport. n.d. “Room Tax.” Accessed November 14, 2024.

https://www.newportoregon.gov/dept/fin/roomtax.asp

17 City of Manzanita. 2023. Manzanita Funding Diversification Study. June 2023. https://ci.manzanita.or.us/wp-

content/uploads/2023/08/FINAL-Manzanita_Funding_Diversification_Study_061323.pdf

18 Oregon Legislative Revenue Office. 2024 Oregon Public Finance: Basic Facts. Research Report #1-24.

19 Oregon Department of Revenue. n.d. “Transient Lodging Tax.” Accessed November 14, 2024.
https://www.oregon.gov/dor/programs/businesses/pages/lodging.aspx?wp6937
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Taxes on Goods and Services

Exhibit 6. Considerations for Transient Lodging Tax

Compatibility with Budgeting Needs

Adequacy oo Inadequate because only 30% of the funding is available for core
infrastructure needs that many cities struggle to fund.

Stability . Can be volatile and is not a guaranteed source of income. Declines in
tourism or natural disasters can lead to revenue decreases.

Versatility . Oregon law limits the use (709% for tourism promotion and facilities,
309 for general government use).

Capacity for D Growth is tied to market fluctuations and household ability to travel.

Growth Some communities have restricted the number of vacation rentals

which would otherwise help generate additional TLT revenues.

Horizontal Equity | e e Applies uniformly to all visitors using lodging services but lodging
and tourism-related spending patterns are different among visitors.

Vertical Equity . Does not vary based on the income of lodging users. However,
visitors in some destinations may have greater disposable income.

Nexus e e ¢ | Strong link, as ORS requires at least 70% of funds to be spent on

tourism-related services. This ensures that visitors who pay the tax
benefit from the funded improvements. In areas with broader
discretionary use of the funds, most communities are using it to
support infrastructure which tourists also use.

Administrative Ease
Implementation e e o | Local governments set their tax rates by ordinance. Alternatively,
some cities have an agreement for the county impose the tax and
share a portion of the collected revenue with cities.

Collection e ¢ o | Collected by hotels, motels, and other lodging providers at the point
of sale and remitted to the city. New collection laws and agreements
will be needed as new technology platforms emerge.

Enforcement ) Collection and remittance from home-sharing platforms has been
inconsistent. Some cities, like Portland, have regulations and
partnerships with platforms like Airbnb to ensure compliance.

Other Considerations
Neutrality e e ¢ | Has minimal impact on tourism unless the rate is excessively high, at
which point it could marginally reduce tourism spending. Rate
setting considerations should focus on raising revenue without
significantly reducing tourism activity.

Political e o o | Most cities have broad political support for more broad use of TLT
Feasibility revenues, especially for infrastructure and services impacted by
tourism. Still, there can be some opposition from the tourism
industry and local businesses that rely on tourism activity.

Considerable limitations

e ¢ ¢ = Key advantages o

e e = Some limitations or exceptions D Depends

V" Table of Contents 38

N Oregon Local Revenue Tools Guidebook
A |
Page 50 of 143



Taxes on Goods and Services

Construction Excise Tax

In 2016, SB 1533 allowed Oregon jurisdictions to start imposing a construction excise tax
(CET) on construction permits issued within their jurisdiction. Cities and counties tend to
raise funds for affordable housing projects with CETs, while school district CETs raise
money for school capital improvements. Cities can assess CET on residential, commercial,
and/or industrial development. Cities and counties need to coordinate—with an
intergovernmental agreement, for example—when taxing the same property. However,
school districts can impose CETs without coordinating with a city or a county. The tax is
based on the value of the construction permit, which is based on the project plan submitted
to the permitting department and reflects the estimated cost of the construction, including
labor, materials, and other associated expenses.

Residential construction: Cities and counties can adopt a combined maximum CET
of one percent of the permit value on residential construction. Cities may retain four
percent of funds to cover administrative costs. The remaining funds from a
residential CET must be allocated as follows:

o 50 percent must be used for developer incentives (e.g., fee and SDC waivers,
tax abatements, etc.).

o 35 percent may be used flexibly for affordable housing programs, including
planning activities.

o 15 percent funds homeownership programs in Oregon Housing and
Community Services (OHCS).

Commercial or industrial uses: The rate is uncapped. Fifty percent of the funds
must be used for allowed developer incentives and the remaining 50 percent is
unrestricted.

Rationale: Because development increases demand on public services and infrastructure,
CETs shift the added costs to developers and future residents and businesses, as opposed
to existing taxpayers. Cities experiencing and anticipating challenges with housing
affordability can use the tax to create an affordable housing fund.

Who pays: Developers

Statutory reference: ORS Chapters 320.170 to 320.195
Additional resources:

Construction Excise Tax Policy (Oregon Housing and Community Services, 2021)

The Housing Alliance maintains_a spreadsheet to track local CETs for affordable
housing.

Indexing of School Construction Excise Taxes (Oregon Department of Revenue, 2022)
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https://www.oregon.gov/ohcs/homeownership/PublishingImages/Pages/homeownership-publications/09-03-2021-Residential-Construction-Excise-Tax%20kf%20ah.pdf
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https://www.oregon.gov/ode/schools-and-districts/grants/Documents/School%20Const%20Tax%20FY%202023%20Release.pdf

Taxes on Goods and Services

Examples

Communities all across Oregon have adopted CETs to strategically mitigate the impact of
new development on services, infrastructure, local budgets, and affordability.

City of Cannon Beach adopted a CET in 2017.20 The CET is assessed at 1 percent of the
construction permit value on both residential and commercial developments and is
overseen by the City Manager. The tax was expected to generate approximately $96,000
per year, with 50 percent funding affordable housing incentives and 35 percent funding
affordable housing programs.

City of Eugene established a CET in 2019.2! The revenues are deposited in an Affordable
Housing Trust Fund (AHTF), and its deployment is strategically guided by their Affordable
Housing Trust Fund Advisory Committee. The revenues fund housing for households
earning 100 percent of the median family income and below. After remitting 15 percent
for OHCS homeownership programs and 4 percent for City administration costs, the CET
generated $3.3 million for the AHTF during the first four years of operation.??

City of Portland adopted a CET in 201623 to fund affordable housing serving people
earning 60 percent of the median family income or below and inclusionary zoning
developer incentives. The CET is assessed at 1 percent of the construction permit value on
both residential and commercial developments and is overseen by the Portland Housing
Bureau. The tax was expected to generate $8.1 million annually.

20 City of Cannon Beach. 2017. “17-07: Amending Cannon Beach Municipal Code Title 3, Revenue and Finance,

by Adding Chapter 3.20, Construction Excise Tax.” Accessed November 14, 2024. https://www.ci.cannon-

beach.or.us/ordinance/17-07-amending-cannon-beach-municipal-code-title-3-revenue-and-finance-adding-

chapter-320

21 City of Eugene. n.d. “Affordable Housing Trust Fund.” Accessed October 2024. https://www.eugene-
or.gov/4232/Affordable-Housing-Trust-Fund

22 City of Eugene. n.d. Affordable Housing Trust Fund (AHTF). Two Year Program Review: FY22 & FY23.
Accessed December 13, 2024. https://www.eugene-or.gov/DocumentCenter/View/71813/FY22-23-AHTF-
Program-Review

23 City of Portland. 2016. “Chapter 6.8 Construction Excise Tax.” Accessed October 2024.
https://www.portland.gov/code/6/08
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Taxes on Goods and Services

Considerations

Summary of Top Considerations: CETs require a clear nexus between new construction
and public infrastructure. The raised revenue will fluctuate over time with economic cycles
and depend on changes to land use policy and decisions.

Exhibit 7. Considerations for Construction Excise Tax

Compatibility with Budgeting Needs

Adequacy oo Can generate dedicated funding for affordable housing or schools.
Can be a funding source to backfill foregone revenue from property
tax abatements or fee waivers.

Stability . Fluctuates with development cycles. When new development activity
slows, little revenue is collected.

Versatility oo Limited to uses in the statute. However, cities have some flexibility in
defining affordable housing programs to best meet local needs.

Capacity for D Depends on housing market activity, which is in turn dependent on

Growth factors like development activity, land availability, economic

conditions, and local land use policies.

Horizontal Equity | e e Does not apply to all development types; targeted to market-rate
housing and commercial development, while many institutional,
religious, and affordable housing projects are exempt. However,
taxable developments pay the same tax rate.

Vertical Equity oo May disproportionately impact smaller developers; larger developers
can spread out the costs across larger projects. But cities have used
exemptions for developments under a set size to mitigate this.
Nexus e e ¢ | Revenues are used to address the increased demand for housing
(and school services) related to new developments.

Administrative Ease
Implementation oo Requires local administrative staff that work with the construction
permitting process. New personnel might not be needed, though it
could depend on the size of the city staff.

Collection e e ¢ | Once adopted, the tax is usually applied during the construction
permitting process. Collection is straightforward because the tax is
applied and paid when permits are issued.

Enforcement e e e | Tied to permitting process, so failure to pay will stall permit
approval, making compliance necessary for new developments.

Other Considerations

Neutrality . Can increases development costs, which can slow construction
activity or raise housing prices.

Political oo Taxes on new developments are generally supported by the broader

Feasibility public. But there would be opposition from developers.

e ¢ ¢ = Key advantages . = Considerable limitations

e e = Some limitations or exceptions D = Depends
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TAXES ON INCOME

Cities can charge a tax based on the net incomes of individuals and businesses. Local
income taxes, if they exist, are usually a small share of income taxes compared to state and
federal income taxes. Income taxes are paid quarterly or withheld with each paycheck.
Annual tax filing requirements ensure proper calculation of tax liabilities and refunds.
Local revenue tools covered in this section are: . .
Local income taxes are rare in
Oregon. They can make some
households leave for another place
in the same region without a local
+ Payroll Tax (page 47) income tax. Administrative and
political challenges are likely.

¢+ Personal Income Tax (page 43)

¢+ Business Income Tax (page 45)

Goods and Services
Taxes on Property

Fees and Charges
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Taxes on Income

Personal Income Tax

Cities, as well as other local governments, can charge a personal income tax on residents'
income, including wages, salaries, and other forms of earnings. It is typically structured as
a percentage of income and collected in addition to state and federal income taxes. It can
have a progressive tax structure, taxing higher income brackets at higher rates.

Rationale: Implementing a local personal income tax provides cities, counties, and regional
governments with a reliable source of revenue to fund essential services such as public
safety, infrastructure, and education, especially in areas with limited property tax revenues.

Who pays: Workers

Statutory reference: ORS Chapters 305.620 and 316. For mass transit and transportation
districts, ORS Chapters 267.300 and 267.370.

Examples

Portland Metro Area: Local governments in the Portland region started using local income
taxes in 2021. The Metro Supportive Housing Services tax is a 1 percent tax on incomes
earned in Metro and funds supportive housing services for people experiencing
homelessness. The Multnomah County Preschool for All tax is a countywide 1.5 percent tax
and funds programs for early childhood education. They both target high earners and were
approved by voters in 2020.%4

Considerations

Summary of Top Considerations: A personal income tax can be a significant new source of
revenue for cities because of the sizable personal income tax base. Income taxes are
generally progressive with higher income households bearing a larger share of the tax
burden. Implementation can be challenging, both administratively and politically.

24City of Portland. n.d. “Personal Income Tax Withholding Information for Employers/Payroll Providers.”
Accessed October 3, 2024. https://www.portland.gov/revenue/withholding#toc-overview-shs-and-pfa-personal-
income-tax
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Taxes on Income

Exhibit 8. Considerations for Personal Income Tax

Compatibility with Budgetlng Needs

Adequacy Can generate substantial revenues, especially in areas with a large or
high-earning population. Can be tailored to meet specific revenue
needs by adjusting rates or income brackets.

Stability . Can fluctuate with economic conditions. In a downturn, revenues
decrease as unemployment rises and wages fall. Moreover, capital
gains component of income can fluctuate with economic conditions.

Versatility D Theoretically can support the general fund. But experience in Oregon
suggest the revenue could be designated to specific purposes.

Capacity for e e e | Will grow over time as the local economy expands.

Growth

Horizontal Equity Structured so that individuals with similar incomes are taxed at the

same rate. However, various deductions, tax credits, and treatment
of different types of income can lead to different tax burdens for
individuals in the same income bracket.

Vertical Equity oo Progressive income taxes result in higher tax rates for those with
greater ability to pay. However, the actual tax burden will depend on
deductions and tax credits. Higher-income individuals tend to have
greater access to investment vehicles and preferential tax treatments
that reduce their tax burden. Additional sensitivity may be necessary
for middle-income earners in high-cost areas.

Nexus . Tax is based on one’s residence, not place of employment. Moreover,
many types of programs funded with income tax revenue are not
related to the source of the income.
Implementatlon Requires careful coordination with state tax authorities to ensure
compliance and avoid conflicts with other tax obligations. Initial
setup process can be time-consuming, particularly for smaller cities.

Collection e e o | When integrated with state tax systems, collection is streamlined,
reducing administrative burdens.
Enforcement oo Effective enforcement may require additional resources for auditing

and addressing tax evasion. Coordination with state agencies can
mitigate some enforcement challenges.

Other Considerations

Neutrality . Can influence individual decisions about where to live or work,
potentially reducing workforce mobility in areas with higher rates.

Political . Can be politically challenging, especially if the tax is perceived as a

Feasibility financial burden. Framing it as a tool for funding essential services

can enhance acceptance, but there may be resistance, particularly
from residents impacted by the tax or businesses concerned about
competitiveness.

e ¢ o« = Key advantages o = Considerable limitations

e ¢ = Some limitations or exceptions D = Depends
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Taxes on Income

Business Income Tax

A business income tax is levied on the net income of businesses operating within a specific
jurisdiction. Net income is the profit that remains after removing costs and expenses from
the gross revenue. This tax applies to various business entities, including corporations,
partnerships, and sole proprietorships.

Rationale: Business income taxes can provide a sizable revenue stream for local
governments, helping to fund essential public services such as infrastructure, public safety,
and economic development initiatives. The tax can be adjusted to reflect the financial
capacity of businesses, promoting fairness and sustainability in revenue collection.

Who pays: Businesses
Statutory reference: ORS Chapters 305.620, 317, 317A, and 318.

Additional resources:

Who Bears the Burden of the Corporate Income Tax? (Tax Policy Center).

This briefing explains how the burden of corporate income taxes is distributed
among shareholders, workers, and consumers. It emphasizes the indirect effects of
corporate taxes, such as lower wages or higher consumer prices, particularly in
capital-intensive industries.

Examples

City of Portland: The City imposes a 2.6 percent business license tax on net income, which
the city uses as revenue for the General Fund (police, fire, some parks programs, and
general government functions).?°

Multnomah County: The County imposes a 2 percent business income tax which goes to the
County General Fund to finance libraries, law enforcement, community corrections, jails,
juvenile justice, bridges, social services, and health services.?°

Metro: In 2020, voters approved a 1 percent tax on businesses that do business within the
region with gross receipts over $5 million within Metro’s jurisdiction. The Supportive
Housing Services Business Income Tax funds housing assistance and services aimed at
ending homelessness in the region.?’

25 City of Portland. n.d. “Business Tax Filing and Payment Information.” Accessed October 3, 2024.
https://www.portland.gov/revenue/business-tax#toc-overview-of-the-business-taxes

26 ibid.

27 ibid.
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Taxes on Income

Considerations

Summary of Top Considerations: Although business income taxes can generate significant
revenue for cities, studies have shown that high business income taxes depress economic
activity, especially if tax policy differs among cities within a metropolitan region.
Recognizing that an income tax would disproportionately affect smaller businesses, most
jurisdictions include exemptions and other conditions that attempt to make the income tax
fairer. Implementation is likely to be a challenge, both administratively and politically.

Exhibit 9. Considerations for Business Income Tax

Compatibility with Budgetmg Needs

Adequacy Can generate significant revenue, particularly in areas with a strong
commercial base. May need periodic adjustments to remain effective.

Stability . Can fluctuate with economic conditions. In a downturn, revenues
decrease as unemployment rises and wages fall.

Versatility D Theoretically can support the general fund. But experience in Oregon
suggest the revenue could be designated to specific purposes.

Capacity for e e e | Will grow over time as the local economy expands.

Growth

I
Horizontal Equity Structured to tax businesses with similar incomes and in the same

industry at the same rate. However, businesses with similar revenues
but in different industries could face different tax burdens depending
on their business models.

Vertical Equity o While a progressive rate structure is rare, minimum income
thresholds are common.
Nexus oo Revenues partially fund public infrastructure that are shared by many

businesses. However, the benefits that businesses perceive or receive
will not always match the taxes they pay.

Implementation Requires careful coordination with state tax authorities to ensure
compliance and avoid conflicts with other tax obligations. Initial
setup process can be time-consuming, particularly for smaller cities.
Collection oo Streamlined when integrated with state tax systems, reducing
administrative burdens. However, the complexity of business
operations across borders can complicate the collection process.
Enforcement oo Can be challenging, particularly for businesses with complex
financial structures. May require additional resources for auditing,
monitoring, and addressing tax evasion and tax avoidance.

Other Considerations

Neutrality . May discourage investment or encourage businesses to relocate.
Political o Can face political challenges, particularly from business communities
Feasibility concerned about the impact on profitability and competitiveness.

e ¢ ¢« = Key advantages o = Considerable limitations

e ¢ = Some limitations or exceptions D = Depends
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Payroll Tax

A payroll tax is levied on employers or employees based on the wages and salaries paid to
workers. Unlike income taxes, payroll taxes are withheld by employers from employees'
paychecks and remitted to the government. Local payroll taxes fund various local services
like public transportation. In some cases, employers also pay a portion of the tax.

Rationale: Payroll taxes provide stable revenue by spreading contributions across
employers and employees, with less volatility than other taxes. They also support essential
services like transportation and public safety.

Who pays: Workers and businesses

Statutory reference: ORS Chapters 305.620 and 320.550. For mass transit and
transportation districts, ORS Chapters 267.300 and 267.385.

Examples

Eugene Community Safety Payroll Tax: In 2019, voters in Eugene approved this tax to fund
public safety initiatives. Effective January 1, 2021, the tax applies to businesses and
employees within city limits. Businesses pay 0.21 percent of their total payroll, while
employees contribute 0.44 percent of their wages. The tax addresses increasing demands
on public safety services, including police, fire, and emergency response. 8

Lane Transit District (LTD) Payroll Tax: The Lane Transit District in the Eugene-Springfield
area imposes a payroll tax on employers to fund local public transportation. The tax rate is
0.8 percent for calendar year 2025.2°

Salem Payroll Tax: In 2023, voters in Salem rejected a payroll tax, which would have
funded police, fire, and homeless services. The proposed tax rate was 0.814 percent on all
wages above the minimum wage. 30

TriMet Payroll Tax: This tax is levied by the Tri-County Metropolitan Transportation District
(TriMet) in the Portland metropolitan area. Starting July 1, 2018, employers within the
TriMet district were required to retain 0.1 percent of employee wages. Effective January 1,
2024, the tax rate is 0.8137 percent. The tax funds public transportation services.3!

28 Eugene Area Chamber of Commerce. n.d. “Community Safety Payroll Tax.” Accessed October 3, 2024.
https://www.eugenechamber.com/uploads/7/2/3/0/72309947 /ecj_business-onesheet-print.pdf

29 Lane Transit District. n.d. “Payroll & Self-Employment Tax Information.” Accessed October 3, 2024.
https://www.Itd.org/payroll-self-employment-tax-information/

30 McDonald, Abbey. “82% of Salem voters reject city payroll tax.” November 7, 2023. Accessed December 13,
2024. https://www.salemreporter.com/2023/11/07/82-of-salem-voters-reject-city-payroll-tax/

31 TriMet. n.d. “Payroll and Self-Employment Tax Information.” Accessed October 3, 2024.
https://trimet.org/taxinfo/
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Taxes on Income

Considerations

Summary of Top Considerations: Like income taxes, payroll taxes can generate substantial
revenue, but equity concerns remain. Payroll taxes can be regressive, affecting lower-
income workers more since the taxes are a flat percentage of wages. Experience in Oregon
shows cities may need to forego future flexibility in how the revenue can be used with a
predefined funding objective so that there will be greater public support.

Exhibit 10. Considerations for Payroll Tax

Compatibility with Budgetmg Needs

Adequacy Can generate substantial revenue, especially in cities with a large
number of businesses and employees. Though tax rates are low,
revenue potential is large because the tax is applied broadly.

Stability . Can fluctuate with economic conditions. In a downturn, layoffs can
reduce revenue.

Versatility . Available examples in Oregon show that payroll taxes are intended to
fund specific purposes.

Capacity for e o o | Will generally grow over time as the local economy expands.

Growth

_

Horizontal Equity Generally applied consistently across similar businesses. Employers,
regardless of size, contribute proportionately to their payroll.

Vertical Equity . A flat percentage of wages and does not scale with the employee's

ability to pay. Lower-income workers may feel a greater burden
relative to their income if there is not a tiered tax structure.

Nexus D A strong nexus when revenues are used to fund services that directly
benefit workers (e.g., public transportation, workforce development).
Implementation Relatively easy to administer, as they can be integrated into existing
payroll processing systems. Requires careful coordination with state
tax authorities to ensure compliance and coherence.

Collection e ¢ o | Once established, the tax can be efficiently collected.

Enforcement e e o | Compliance rates are typically high due to automated deductions.
Enforcement costs are lower compared to taxes with requiring filings.

Other Considerations
Neutrality oo Minimal impact on economic behavior, as they are based on wages
rather than business profits or consumer spending. Can lead to
reduced hiring, lower wages, or a greater shift towards automation,
particularly in industries with thin profit margins.

Political oo Can face opposition from businesses and communities concerned
Feasibility about increased costs. Still, payroll taxes are not as salient as
income taxes. Also, specifying programs that will be funded with the
revenue makes it easier to garner support.

e ¢ ¢ = Key advantages o = Considerable limitations

e ¢ = Some limitations or exceptions D = Depends

',‘ . Table of Contents 48

A Oregon Local Revenue Tools Guidebook
A |
Page 60 of 143



TAXES ON PROPERTY

Property taxes constitute the largest portion of most cities’ revenues, aside from government
transfers. Property tax revenue is limited by Measures 5 and 50 and goes into the general
fund. However, local jurisdictions can pursue additional levies and create financing
mechanisms backed by property taxes to fund local investments.

An important consideration with any property tax in Oregon is the long-term effects of
Measure 50. Property is taxed on its assessed value, which differs from a property’s
market value. A property's assessed value cannot grow more than 3 percent each year
(with some exceptions). However, (a) market value fluctuates with economic cycles, (b) it
has historically grown more than 3 percent per year for most properties, and (c) the pace
of change can vary within a neighborhood. Now, two homes in the same neighborhood with
similar market values may have dramatically different assessed values and property tax
assessments, creating an inequitable tax system.

Additional Resources

FAQ on Measures 5 and 50 (League of Oregon Cities, 2023). For more information
about the measures, compression, assessed values, and real market values.

Local revenue tools covered in this section are:

+ Local Option Levies (page 51)

+ Special Districts (page 53)

¢+ Local Improvement Districts (page 55)

+ Economic Improvement Districts / Enhanced Service
Districts / Business Improvement Districts (page 57)

Goods and Services
Taxes on Income

Fees and Charges

+ General Obligation Bonds (page 61)

¢+ Tax Increment Financing (page 63)
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Taxes on Property

Property Tax 101

Oregon’s property tax system operates within constitutional limitations voters approved
through Measures 5 and 50. They created a framework that limits tax growth while
introducing complexities like compression and tax disparities tied to assessed values for
individual properties.

Measure 5, passed in 1990, introduced constraints on property tax levies. It capped
property taxes at $10 per $1,000 of real market value for general government services and
$5 per $1,000 for education services.

In 1997, Measure 50 created:

A permanent tax rate limit for each taxing district that cannot be changed by the
district or its voters. Voters can approve temporary levies (i.e., local option levies) to
exceed the permanent tax rate.

An assessed value for each property, which (a) is distinct from the real market
value, (b) is used to calculate property taxes for each property, and (c) cannot grow
more than 3 percent each year, though exceptions apply for new constructions and
major improvements. (Measure 5 limits still apply to the real market value.)

Assessed values were smaller than real market values in 1997, and for most properties the
gap between the two values widened over time as property prices grew faster than three
percent per year. Depending on when properties were built and how the local market
changed since 1997, similarly priced properties can have very different assessed values.
For example, a house built in 1995 may have an assessed value significantly lower than a
similar house built in 2005 has, even if their real market values are similar today. This can
create inequities in how much property taxes people pay for similar properties.

When the calculated property taxes exceed these limits, a process called compression
reduces the final tax bill. Compression proportionately reduces levy rates until the taxes are
within the Measure 5 limits. Local option levies and special district assessments are
compressed first, and they must be reduced to zero before any compression is applied to
permanent rate levies. General obligation bond levies are not subject to compression.

In communities where compression loss is more significant, it can be difficult for
overlapping taxing districts to secure adequate revenue. New levies can trigger compression
and proportionately reduce property tax levies of overlapping districts. Compression forces
taxing jurisdictions to compete for a limited pool of funds, compounding the challenges
faced by local governments.

While Oregon’s property tax system provides predictable tax bills for taxpayers, it restricts
local governments’ ability to respond to inflation, growth, and rising service demands. The
reliance on assessed values rather than real market values and the limitations imposed by
compression hinder local governments’ ability to meet growing needs, resulting in funding
gaps for critical public services.

Vb‘ Table of Contents 50

N Oregon Local Revenue Tools Guidebook
A
Page 62 of 143



Taxes on Property

Local Option Levies

A local option levy is a time-limited property tax (5 years for operating levies, 10 years for
capital levies). It requires voter approval and is charged in addition to permanent property
tax rates. Levies are subject to Oregon’s Measure 5, which may limit the levy’s
effectiveness due to compression risks. Overlapping taxing districts could see reduced
revenues if the combined tax rate exceeds constitutional limits.

Compression is the reduction of tax assessments to stay within the limitations
imposed under Measures 5. If layering tax rates of various jurisdictions leads to a tax
assessment greater than $10 per $1000 of real market value ($5 per $1000 for
education), the tax rates are “compressed” or reduced proportionately. Compression
calculations are complex and completed annually for every property to determine
taxes imposed. Compression risk is generally low when market values (which fluctuate
with market cycles) are high relative to assessed values.

Rationale: Local option levies can be a targeted funding solution for specific services. It can
bridge budget gaps that are often associated with property tax limitations.

Who pays: All property owners within the city limits

Statutory reference: ORS Chapters 280.040 to 280.145

Examples

Corvallis City Livability Services Local Option Levy: In 2023, Corvallis passed a local
option levy with 66.5 percent voter support. The levy generates about $6 to $7 million
annually to support operations of the public library and the Parks and Recreation
Department and provide grants for local social services. The levy is a renewal of a 2019
Livability Levy and will cost taxpayers the same amount ($1.07 per $1000 of assessed
value).3?

Gresham Fire and Police Levy: In 2024, Gresham passed a local option levy focused on
public safety to correct an $8 million budget shortfall.33 The levy passed on the second
attempt after a 2023 levy failed by a narrow margin. In the second campaign, Gresham
invested in a public outreach process to understand the cost thresholds for voters,
discovering that the original ask of $1.50 per $1,000 of assessed value was too large.34
The 2024 levy passed at $1.35 per $1,000 of assessed value.

32 City of Corvallis. n.d. “November 2023 - City Livability Services Local Option Levy.” Accessed October 2024.
https://www.corvallisoregon.gov/cm/page/november-2023-city-livability-services-local-option-levy

33 Multnomah County. 2024. “Ballot Measure 26-247 — City of Gresham.” March 23, 2024. Accessed October
2024. https://www.multco.us/elections/news/ballot-measure-26-247-city-gresham

34 Multnomah County. n.d. “Ballot Measure 26-239 — City of Gresham.” Accessed October 2024.
https://www.multco.us/elections/ballot-measure-26-239-city-gresham
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Taxes on Property

Considerations

Summary of Top Considerations: Local option levies can generate moderate to high
revenues. Their limited duration makes voter approval critical because there is reassurance
of a periodic reassessment of the levy’s need and effectiveness. However, the lack of
permanent funding can make it risky for cities to fund critical public services.

Exhibit 11. Considerations for Local Option Levies

Compatibility with Budgetlng Needs

Adequacy Can generate moderate to high revenues, typically for operating
expenses for specific services. Levies have been especially useful for
budget shortfalls associated with property tax limitations.

Stability . Limited to the levy’'s duration (typically five years). Levy renewals
depend on voter approval, and non-renewal could create funding
gaps for essential services. |If compression occurs (Measure 5), local
option levies are the first to be reduced. A new levy increases the
risk of compression for the new levy and for all other levies.

Versatility oo Limited to the voter-approved purposes.
Capacity for . Growth over the five-year levy lifespan is probable, but assessed
Growth value does not keep pace with the rising costs of public services.

Increases to the levy rate at renewal may face voter hesitation.

Horizontal Equity Properties with similar assessed values pay a similar tax rate, but
properties with similar real market values may pay different rates.

Vertical Equity oo Higher-income households do not always pay more because the tax
is based on property values, not incomes.

Nexus D Depends on the public service funded. While emergency and public

safety services benefit the broader community, other targeted
services (e.g., libraries, transit, etc.) may only directly benefit a
subset of taxpayers.

Administrative Ease

Implementation Requires periodic voter reassessment every five years.

Collection X Relatively seamless as it uses the existing property tax collection
system, avoiding additional administrative costs.

Enforcement s Straightforward since the property tax collection mechanisms are

already in place, and non-payment issues can be handled in the
same manner as other property taxes.

Other Considerations
Neutrality ) A single levy is unlikely to influence decisions to move. But
prolonged property tax increases can discourage home purchases or
investments in areas where taxes are perceived as high.

Political D Public support will depend on the use of the levies, recently voter-
Feasibility approved funding measures, and other issues on the ballot.

e ¢ ¢ = Key advantages o = Considerable limitations

e ¢ = Some limitations or exceptions D = Depends
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Taxes on Property

Special Districts

A special district is a form of local government created to address specific community
needs, such as fire protection, water supply, or parks and recreation. Special districts are
funded through local revenue sources like property taxes or service fees, collected from
residents within the district, which can extend beyond a city’s boundary. Unlike city
governments that deliver a range of services, special districts focus solely on delivering one
designated service. Oregon has 34 types of special districts tailored to provide specialized
services not covered by their general-purpose governments.3°

Creating a special district can raise concerns about compression. Overlapping taxing
districts may receive less revenue if a new special district triggers compression.

Rationale: Special districts provide dedicated funding for services that fall outside the
city’s core responsibilities, capabilities, or capacity. By establishing a special district to
provide a specific service, a city no longer has to cover the cost of that service with its
limited resources, freeing up more funding for the city to spend on other services.

Who pays: Residents and businesses through property taxes or service fees
Statutory reference: ORS Chapter 198
Additional resources:

What is a Special District? (Special District Association of Oregon)

Special District Formation & Membership with SDAO (Special District Association of
Oregon)

Examples

Some special districts are funded primarily by property tax revenues, while others are
funded primarily by charges for services. Below, is an example of each:

Tualatin Hills Park & Recreation District (THPRD) is funded mostly through property
taxes, but the district also recovers some costs through fees (e.g., event rentals and
program fees). The district provides recreational services and programming to the greater
Beaverton area. It is the largest special parks district in Oregon, serving over 270,000
people and spanning 50 square miles.

Deschutes Valley Water District uses a fee for service model to deliver water and water
infrastructure near Madras, Oregon. Their mission is to “provide safe and good tasting
drinking water at a reasonable cost” to existing and future district residents. 3¢ (For more
information about fees for services, refer below within the Fees and Charges section.)

35 Special Districts Association of Oregon. n.d. “What is a Special District?” Accessed October 2024.
https://www.sdao.com/what-is-a-special-district
36 Deschutes Valley Water District. n.d. “Our Mission.” Accessed October 2024, https://dvwd.org/
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Taxes on Property

Considerations

Summary of Top Considerations: Special districts can effectively fund singular or specialized
service needs. For special districts primarily funded by property taxes, there may not be a
strong nexus between who pays and who benefits. For special districts primarily funded by
service fees, the nexus is strong. Special districts may be supported by the public because
they may address unmet, existing demand for services. That support may not be as strong if
a special district would take over responsibility for a service that a city is already providing.

Exhibit 12. Considerations for Special Districts

This table focuses special districts that generate revenues through property taxes. For special
districts that rely on fees for service, refer to considerations within the fFees and Charges section.

Compatibility with Budgetlng Needs

Adequacy Can generate substantial revenue from a broad array of properties.

Stability e e o | Provides reliable long-term funding once the district is established.

Versatility o Typically focused on specific services, but can fund a range of related
activities, such as library or parks programs.

Capacity for . Do not keep up with inflation or rising costs of services, possibly

Growth leading to additional pressures on the district or the city.

_

Horizontal Equity Properties with similar assessed values pay a similar tax rate, but
properties with similar real market values may pay different rates.

Vertical Equity oo Higher-income households do not always pay because the tax is
based on property values, not incomes.

Nexus D Not all taxpayers use services equally. For example, a park district

may fund amenities that some residents rarely use. But well-
maintained parks can enhance property values and community
wellbeing, benefiting all.

Implementation Requires significant setup to form a governing board, establish
budgets, and ensure compliance with state laws. Ongoing
management involves regular budgeting, reporting, and coordination
with other governmental entities or service providers. Requires voter
approval for a new levy.

Collection e ¢ ¢ | Collected through the existing property tax system.

Enforcement e e o | Property tax based special districts are integrated into the
established property tax enforcement mechanisms.

Other Considerations

Impact on e e o | Typically have a localized effect, raising costs for property owners in
Behavior specific areas without impacting overall property demand.

Political D Will require a vote to increase taxes. Special districts are generally
Feasibility supported when they align with clear community needs, but they may

face opposition, especially if they result in new taxes or perceived
service duplication.

e ¢ ¢« = Key advantages o = Considerable limitations

e e = Some limitations or exceptions D = Depends
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Taxes on Property

Local Improvement Districts

Property owners share the cost of infrastructure improvements in Local Improvement
Districts (LIDs). The properties in the district are assessed a fee based on their degree of
benefit from the improvement using an agreed upon formula that can account for distance
from the improvement, property frontage length, and property value, among other factors.
LIDs can be initiated either by the property owners themselves or by a municipality.

Rationale: LIDs help the city finance infrastructure projects without burdening the general
taxpayers. With use of an LID, communities are able to make targeted infrastructure
investments that boost property values, where those directly benefiting from improvements
pay for them. Property owners may be interested in participating in an LID if they
understand the benefits of the improvement and appreciate the benefits of allowing the City
to coordinate construction of the project, sharing of costs, and amortizing those costs over
a longer timeframe.

Who pays: Property owners within the designated improvement area
Statutory reference: ORS Chapter 223
Additional resources:

Oregon Municipal Handbook, Chapter 26: Economic Development (League of Oregon
Cities, 2022)

Examples

City of Albany: The City provides information on forming local improvement districts on
their website.3” When 80 percent of the benefitting property owners are on board, they can
petition the City council to initiate an LID. Their procedures for establishing and
implementing an LID are outlined in the Albany Municipal Code Chapter 15. Property
owners have the option to make a single lump sum payment or installment semi-annually
over 10 years.

City of Coburg: In 2011, the City of Coburg established an LID to help finance the
construction of the wastewater system. Property owners were charged an assessment at the
completion of the project and had the choice of paying in full or monthly or annually over a
10-year period. Interest rates were set at 6.8 percent for annual contracts and 7.0 percent
for monthly contracts.38

37 City of Albany. n.d. “Local Improvement Districts.” Accessed October 2024,
https://albanyoregon.gov/pw/engineering/local-improvement-districts

38 City of Coburg. n.d. “LID Assessment.” Accessed October 2024.
https://www.coburgoregon.org/finance/page/lid-assesment
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Taxes on Property

Considerations

Summary of Top Considerations: An LID funds a specific need in a defined area. By design
there is a clear nexus and sufficient revenue to fund the identified projects. Implementation
requires an assessment allocation process to create a fair nexus between who pays more
based on who benefits more. Establishing an LID is most often a stakeholder-driven process
that requires a majority stakeholder buy-in.

Exhibit 13. Considerations for Local Improvement Districts

Compatibility with Budgetmg Needs

Adequacy With concrete and discrete infrastructure needs identified, fees are
set to generate sufficient revenue from property owners.

Stability oo Stable once LID assessments are made. But LIDs are limited to
one-time projects rather than ongoing funding.

Versatility oo Can be used for a wide range of infrastructure improvements, but
within a limited geographic area and not for ongoing operations.

Capacity for o The revenue is a set amount, not expected to grow since it is tied to

Growth one-time projects.

_
Horizontal Equity In theory, structured so that property owners who benefit similarly

pay the same amount. But it can be challenging to determine fair
LID payments across a larger geography.

Vertical Equity . Cost sharing is typically based on the expected benefit for each
property. Does not account for the property owner’s ability to pay.
Nexus e e o | Strong nexus due to clearly defined boundaries for the

improvement area. Must show property owners or businesses
within the district directly benefit from the improvements.

Administrative Ease

Implementation Requires a local ordinance, a public hearing, and majority approval
from affected property owners.
Collection e e e | Payments in a lump sum or installments are usually made through

annual property tax payments. Installment payments are made over
a set period, such as 10 years in the example above.

Enforcement ) Late fees and penalties or, in severe cases, foreclosure.

Other Considerations

Neutrality e e o | Typically have a localized effect, raising costs for property owners
in specific areas without impacting overall property demand.

Political D Requires property owner approval. Can be susceptible to

Feasibility contention around the proposed assessments. Many communities

require property owners to sign a “waiver of remonstrance,” which
removes the right to object to the LID. These waivers can make it
easier to legally approve LID but may lead to greater opposition of
the LID.

e ¢ ¢ = Key advantages o = Considerable limitations

e ¢ = Some limitations or exceptions D = Depends
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Taxes on Property

Economic Improvement District / Enhanced Service
District / Business Improvement District

In Oregon, Economic Improvement Districts (EIDs), Enhanced Service Districts (ESDs), and
Business Improvement Districts (BIDs) are distinct tools that allow local governments to
enhance specific commercial or mixed-use areas.

EIDs focus on long-term economic development through infrastructure improvements
funded by property owners. EIDs require formal property owner support through a
petition process under Oregon law (ORS 223).

ESDs fund enhanced services such as cleaning and security and often include both
business and property owners in their assessments.

BIDs are business-driven districts where the businesses pay assessments to improve
the area's attractiveness and safety. BIDs are similar to ESDs but generally focus
narrowly on businesses with services aimed at enhancing the business environment.

While all three tools aim to enhance local vitality, they differ in terms of governance,
funding mechanisms, and the scope of services they provide.

Rationale: These districts enable targeted investments and services that boost property
values and local economic activity, where those directly benefiting from improvements pay
for them.

Who pays: Property owners and/or businesses in the designated district

Statutory reference: For EIDs, ORS Chapters ORS 223.112 to 223.161. ESDs are governed
by city code and BIDs are governed by local ordinances.

Additional resources:

Oregon Municipal Handbook, Chapter 26: Economic Development (League of Oregon
Cities, 2022)

Downtown Improvements: Special District Recommendations for Troutdale
(University of Oregon, 2020)

Examples

Downtown McMinnville EID: Established in 1986, this EID assesses properties across two
zones based on building square footage. The EID operates on a budget of $279,800
annually, funding beautification efforts, marketing, and infrastructure improvements and
aligning programs and expenditures with the Main Street Approach.3?

3% City of McMinnville. 2019. “Economic Improvement District: McMinnville Downtown Association Quick Facts.”
Accessed October 2024.
https://www.mcminnvilleoregon.gov/sites/default/files/fileattachments/city_council/meeting/11051/2019_eid
quickfacts.pdf
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Taxes on Property

City of Portland ESDs: The City of Portland has three ESDs operating in the Central City.40
Participating property owners pay a fee based on the assessed value of the occupied
property. However, property owners often share or pass these fees onto the occupying
businesses through lease agreements. The pool of funds is used to promote economic
development and fund non-emergency safety teams, transportation access, and graffiti and
trash removal.

City of Cottage Grove EBID: The City of Cottage Grove established an Economic and
Business Improvement District (EBID) in 2001.4! The EBID operates for five-year
increments with the opportunity for renewal at each interval. City Council most recently
extended the EBID in 2021 with the next renewal consideration set for 2026. The EID side
of the program is paid into by property owners and is assessed by square foot with a set
minimum and maximum. The BID aspect of the program was introduced to supplement the
EID and is paid into by business owners at a rate of $100 annually.

»

40 Downtown Portland Clean and Safe. n.d. “Enhanced Service Districts (ESD).” Accessed October 2024.
https://downtownportland.org/about/enhanced-service-districts-esd/

41 Stewart, Faye. 2021. Faye Stewart to Mayor and City Council. October 20, 2021. “Public Hearing of Five-Year
Extension of Economic Improvement District (EID) and Business Improvement District (BID).
https://www.cottagegroveor.gov/sites/default/files/fileattachments/mayor_amp_city_council/meeting/packets/
14902/5a.pdf
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Taxes on Property

Exhibit 14. Key Differences Between EIDs, ESDs, and BIDs in Oregon

Economic Improvement

District (EID)

Enhanced Service District
(ESD)

Business Improvement
District (BID)

Primary Promote economic vitality | Provide enhanced services | Improve business areas

Purpose through infrastructure like cleaning, security, and | through services like
improvements and graffiti removal cleaning, marketing,
marketing and safety

Funding Special assessments on Fees levied on property and | Assessments on

Mechanism property owners in a business owners (and businesses, typically
commercial zone sometimes nonprofits) linked to revenue or

property
Assessment Primarily property Both property and Business owners within
Base owners within the district | business owners in the the district

district contribute;
residential properties may
also be included

Use of Funds

Capital improvements
(e.g., infrastructure,
beautification, marketing)

Enhanced services like
security, street cleaning,
and beautification

Similar to ESDs,
focused on ongoing
services for businesses

Approval Requires approval Created through city Typically initiated by
Process through petition of 339, council approval and local businesses; may
of property owners ordinance require approval from
the city.
Transparency/ | Formalized process with Criticized for limited Managed by business

Accountability

public hearings and clear
legal guidelines

transparency and oversight;
funds are managed by
private organizations

associations with some
oversight by local
government

Duration Usually time-limited, with | Ongoing, reviewed Ongoing, as long as
defined projects and periodically by the city businesses continue to
goals (e.g., "sunset review") fund the district

Governance/ Governed by ORS Governed by city code Governed by local

Structure 223.112 to 223.161; (e.g., Portland); managed ordinances and often
formal legal structure by a nonprofit or business managed by business
requiring property owner | association associations
approval
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Taxes on Property

Considerations

Summary of Top Considerations: EIDs/ESDs/BIDs are versatile funding solutions to shared
problems. Effective and well-managed districts have the potential for long-term stability and
growth.

Exhibit 15. Considerations for EIDs, ESDs, and BIDs

Compatibility with Budgetmg Needs

Adequacy Because these tools rely on participants voluntarily taking on added
costs, they tend to focus on relatively low-cost projects and
programs.

Stability oo Year-over-year assessments generally remain consistent. An ESD

and a BID can be renewed indefinitely, but an EID has a term limit
of 5 years. Because property and business owners elect to
participate on an annual basis, the demonstrated impact of the
private investment will partly drive stability.

Versatility ceoe Can be used in a range of ways to meet the needs of businesses and
properties, including marketing, cleaning, public safety, and
infrastructure improvements.

Capacity for oo Growth is possible but not straightforward. Increased rates and less
Growth participation from the business/property owners may lead to a net
neutral effect. It is more likely if there is a demonstrated need and
broadly public support.

Horizontal Equity Fees are based on size or value, which ensures fair distribution of
costs relative to degree of benefit.

Vertical Equity . A smaller business could pay the same rate as a larger business
since a business’ size and internal structure are not considered.

Nexus Strong nexus due to the fee structure and geographical limitation.

Implementation Requires a local ordinance, a public hearing, and majority approval
from affected property owners or businesses.

Collection s Fees can be added to property tax bills or business license fees.

Enforcement oo Non-payment may require administrative effort, which could include

liens or other measures depending on the method of collection.

Other Considerations
Neutrality D Effective districts can lead to increased sense of collaboration and
increased investment. Meanwhile ineffective districts can make
participants resistant to further financial contributions or continued
support of the formation.

Political D Requires property owner approval and continued support. The
Feasibility district can be disbanded with property or business owner petitions.
e o« o« = Key advantages ) = Considerable limitations

e e = Some limitations or exceptions D = Depends
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General Obligation Bonds

Cities can issue General Obligation (GO) Bonds to finance capital improvements or other
projects that do not generate revenue streams. To repay these bonds, cities usually need to
establish a reliable revenue source, often through property tax increases, assuring bond
holders of the city’s capacity to meet its obligations. The maximum amount a municipality
can issue in GO Bonds is capped at 3 percent of total real market value (RMV) of all taxable
properties within the municipality. There are exceptions for capital construction of water
supply, treatment, or distribution; sanitary or storm sewage collection or treatment; hospitals
or infirmaries; gas, power, or lighting; and off-street parking facilities.

Rationale: GO Bonds can generate substantial funding for capital investments and provide
stable, predictable funding for large capital projects while distributing the cost over many
years, ensuring that both current and future residents benefit from the improvements.

Who pays: Property owners within the city limits
Statutory reference: ORS Chapters 287 and 287A
Additional resources:

Guide to Borrowing and Bonds for Oregon Municipalities (League of Oregon Cities,
2018)

Oregon Bond Education Center (Oregon State Treasury)

Examples

City of Bend: Voters passed a $190 million Transportation Bond Measure 9-135 in
November 2020. The GO Bond funds congestion relief and transportation safety projects.
To enhance transparency and accountability, Bend introduced a Bond Oversight
Committee, a public involvement process for project selection, and a dashboard.*? The City
will release a series of bonds until 2030 and expect to repay all debt by 2050. The bond is
expected to cost households an average of 47 cents per $1,000 of assessed value.*3

City of West Linn: Voters approved a $20 million GO Bond in 2018%*. The bond was passed
to improve roads, parks, and public facilities. The average levy across the bonding period is
expected to be 42 cents per $1,000 of assessed value. The city’s program webpage hosts a
map with all bond projects and their status, project details, and project financials.

42 City of Bend GO Bond Dashboard. n.d. “2020 GO Bond Program Overview.” Accessed October 2024.
https://bendoregon.maps.arcgis.com/apps/instant/portfolio/index.html?appid=8fcelladace747e9bd222f0df1
230646

43 City of Bend. n.d. “2020 Transportation GO Bond — Thank You Voters!” Accessed October 2024.
https://www.bendoregon.gov/city-projects/safe-travel

44 City of West Linn. n.d. “2018 General Obligation (GO) Bond Projects.” Accessed October 2024,
https://westlinnoregon.gov/go-bond
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Taxes on Property

Considerations

Summary of Top Considerations: GO Bonds can generate substantial funding for capital
investment; however, passing a GO Bond requires careful campaigning and public
education on the nexus between personal cost and personal benefit.

Exhibit 16. Considerations for General Obligation Bonds

Compatibility with Budgetmg Needs

Adequacy Can generate substantial funding for capital investments.

Stability e e e | Financing with a bond provides a structured and predictable
mechanism for funding large-scale capital projects, with repayment
through dedicated revenue streams such as property taxes. Unlike
permanent rate or local option levies, general obligation bond levies
do not have a fixed rate. So, even if property values were to decrease,
a city can increase the tax rate as necessary to ensure annual bond
payments are made.

Versatility oo Can be used for a wide range of infrastructure improvements, but not
for ongoing operations.

Capacity for o Bond amounts are set prior to voter approval.

Growth

_

Horizontal Equity Fixed tax rate that does not vary by property size or other
considerations other than value.

Vertical Equity . Can disproportionately burden low-income property owners in high-
value areas.

Nexus D Depends on the specific project. For instance, there is a clear nexus

if the GO Bond funds new transportation infrastructure or public
safety facilities the entire community benefits from, justifying the
broad-based property tax to repay the GO Bond.

Administrative Ease

Implementation Requires bond issuance and management. Public education and
outreach campaigns are critical to successfully passing a bond.

Collection e ¢ o | Revenues are collected through the existing property tax process.

Enforcement e ¢ o | Part of property tax enforcement mechanism.

Other Considerations

Neutrality e e e | GO Bonds are generally well-received if they are tied to essential

projects. However, higher property taxes may deter prospective
homebuyers, especially during economic downturns.

Political D Bond topics can be contentious or marred with misinformation and
Feasibility opposing campaigns. This political contention is especially risky on
topics with a more ambiguous nexus between the taxpayer and the
beneficiary (e.g., affordable housing bond).

e o« o« = Key advantages ) = Considerable limitations

e e = Some limitations or exceptions D = Depends
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Taxes on Property

Tax Increment Financing

Cities across Oregon use Tax Increment Financing (TIF) to spur redevelopment and
revitalization in areas of disinvestment. TIF revenues are based on increasing assessed
value of an urban renewal district. The growing assessed values lead to increased property
tax revenues, which are used to fund infrastructure and development projects in the
district. Once the improvements are complete and any debt is repaid, the increased tax
revenues are returned to the general tax rolls.

TIF revenue can only be used to pay for debt service on projects that are identified in an
adopted urban renewal plan, and those projects must be located within the geographic
boundary of the plan area. ORS 457 identifies the general powers of urban renewal
agencies and type of projects and programs that may be funded with TIF. Allowed uses are
extensive as long as they relate to economic development or housing provision.

Rationale: TIF is an attractive revenue option because of its unique ability to generate
revenue without increasing or adding new taxes. TIF is one of the few revenue tools that
facilitate place-based economic development and redevelopment projects, especially at this
scale.

Who pays: Property owners within the designated TIF District. However, the real cost of TIF
is borne by overlapping taxing districts who forego their growth in property tax revenue
from within urban renewal areas.

Statutory reference: ORS Chapter 457
Additional resources:

A complete list of Oregon TIF districts and detailed statistical tables for those
districts are available in the Oregon Department of Revenue’s annually published
Oregon Property Tax Statistics reports.

Best Practices for Tax Increment Financing Agencies in Oregon (Oregon Economic
Development Association, 2019)

FAQ on Urban Renewal (League of Oregon Cities, 2018)
TIF State-by-State Map (Council of Development Finance Agencies)

Examples

McMinnville Urban Renewal Area: The City of McMinnville adopted their Urban Renewal
Plan in 2013, which encompasses two areas: Downtown and NE Gateway District.
McMinnville has leveraged their incremental tax revenues to complete street improvements,
property assistance, facade improvements, and public-private developments.

Medford City Center Revitalization Area: The City of Medford established an Urban
Renewal Area in 1988, which encompasses two zones: Downtown and South Gateway.
Medford’s Urban Renewal Agency leveraged incremental property taxes to establish a
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https://www.cdfa.net/cdfa/tifmap.nsf/index.html?open&state=OR

Taxes on Property

parking system, improve the public realm and public amenities, locate institutional
amenities in downtown, and facilitate development through public-private partnerships.

Molalla Urban Renewal Area: The City of Molalla adopted an urban renewal plan in 2008—
and subsequently amended it in 2020—to implement the Molalla Downtown Development
Plan and the Oregon Highway 211 Streetscape Plan. Goals and objectives are to create
family-wage jobs, increase property values, diversify the economic base, and enhance
overall community appearance and livability. They also include partial funding for public
facilities such as a fire station, a public training facility, a city hall, and a community
center.

Sisters Urban Renewal Area: The City of Sisters adopted an urban renewal plan in 2003—
and amended it in 2022—to strengthen downtown as a commercial and cultural center. In
addition to public infrastructure investments and property redevelopment, the City is
providing direct assistance (loans and grants) and partnering with local property owners
and tenants to retain the western frontier architectural theme that the city is known for.

South Corvallis Urban Renewal Area: Established in 2019, this Urban Renewal Area is
focused on rectifying long-term disinvestment, addressing food deserts, and creating a
neighborhood commercial center. Early projects have included integrating local agriculture
in schools, property improvements, business incubation grants, and scoping a food cart
pod.

Considerations

TIF is a unique and effective tool for funding capital projects related to economic
development and housing. The ability to generate revenues without raising taxes makes it
politically attractive. However, the limitations on geography and the limited-duration nature
of the tool can be restrictive. Additionally, overlapping taxing districts may oppose the use
of TIF, as it impacts their future property tax collections. TIF can also take several years to
“ramp up” financial capacity to be able to invest in significant projects. Importantly, TIF or
“urban renewal” has a tarnished history of being used to displace vulnerable populations,
and care should be used to ensure the tool is used responsibly.

Exhibit 17. Considerations for Tax Increment Financing

Compatibility with Budgeting Needs

Adequacy e e ¢ | Can produce substantial revenues for capital projects over time
(most districts are established for a period of 20 or more years). Can
take five or more years to produce meaningful levels of revenue.

Stability D Externally driven and dependent on successful TIF management. With
careful planning and implementation, grows progressively more
stable over time.

Versatility oo Though limited to the specified district and capital projects, it is a
flexible gap funding resource.
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Taxes on Property

Capacity for D Growth is dependent on demand and is ultimately capped at a 3%
Growth annual growth (see Measure 50). If demand for services, goods, and
property increases in the TIF, so do the values and subsequent tax
revenues. Therefore, the TIF districts’ managing entity should be
careful in selecting catalyst projects that drive interest and demand
in the area. If the area has surplus public land, the land can be sold
and create windfall to the tax roll, expediting growth.

Horizontal Equity | e e Properties with similar assessed values pay a similar tax rate, but
properties with similar real market values may pay different rates.
Vertical Equity . While redevelopment has specific benefits, it can also have

unintended outcomes like cultural and physical displacement.
Increases to property values and taxes has a greater effect on lower-
income households and households with fixed incomes. The TIF
governing body and TIF plan need to be keenly aware of at-risk
groups and the local cultures and assets that should be preserved or
enhanced as they generate increment and direct funds.

Nexus e o o | Benefits and costs are tied to a specific geographic area. However,
the actual nexus can be muddied by poorly selected projects. While
costs can be confined to a geographic boundary, benefits can
spillover beyond the district, creating an opportunity for skepticism
of the nexus between who pays and who benefits. To avoid this,
projects are tailored to benefit the immediate community.

Administrative Ease
Implementation . Standing up a TIF district is a technical lift, making it a time
intensive endeavor. It requires a TIF Plan adoption process. Some
cities have charter provisions that require a public vote to enact a
new TIF district. Cities must establish an urban renewal agency to
administer TIF districts. These agencies have their own separate
requirements for public meetings, budgeting, and annual reporting.

Collection e o o | Revenues are collected through the existing property tax process.
Enforcement e e o | Part of property tax enforcement mechanism.

Other Considerations

Neutrality oo TIF related improvements and incentives can attract investment in

the area. However, investing over $750,000 of TIF directly into a
capital project can trigger prevailing wage requirements, which can
increase overall project costs by 109% to 209%. This surcharge can
discourage some developers from developing in the TIF District.

Political . Risks political friction from the perception that they benefit

Feasibility developers more than the community, they divert funds from other
taxing entities, or they favor future residents more than current
residents.

e o« o« = Key advantages o = Considerable limitations

e e = Some limitations or exceptions D = Depends
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FEES AND CHARGES

Cities charge a variety of fees to raise revenue for specific services. Because general
revenue does not tend to keep up with increase in cost of service, cities are increasingly
relying on fees and charges to supplement their property taxes and other revenues. Fees
and charges often make up the second largest source of revenue created within cities, after
property taxes. They are usually administered directly by cities.

Local revenue tools covered in this section are:
Given state limitations on property

Franchise and Utility License Fees (page 67) tax and likely political opposition to
local sales and income taxes, cities
often turn to fees and charges to fill
the gaps in their budget needs. Fees
Fines and Penalties (page 76) tend to disproportionately burden
lower-income individuals. There are
many variations in fees and charges.

Municipal Services Fees (page 70)

Fees for Specific Services (page 74)

System Development Charges (page 79)

Goods and Services
Taxes on Income
Taxes on Property

>
pa

.
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Fees and Charges

Franchise and Utility License Fees

A franchise fee or a utility license fee (ULF)—sometimes also called a right-of-way (ROW)
fee or a privilege tax—is effectively a tax on a utility company’s gross revenue for the
privilege of using the public rights-of-way (like streets and sidewalks) to install and
maintain infrastructure such as pipes, wires, and poles. Often these fees are separated for
electricity, natural gas, and telecommunication service providers.

Rationale: The primary purpose of a franchise fee or a ULF is to compensate the city for
the company’s use of public infrastructure and space. It is a regulatory charge for utilities
operating within the city’s boundaries. It can cover administrative costs of regulating the
utility or be used as a general revenue source.

Who pays: Utility providers, who pass it on to utility customers4®
Statutory reference: ORS Chapter 221
Additional resources:

Franchise Agreement Survey Report (League of Oregon Cities, 2019)

Franchise Fees (League of Oregon Cities, 2019)

ROW Usage Fees (League of Oregon Cities)

Telecommunications Tool Kit (League of Oregon Cities)

Examples

City of Hermiston passed a resolution to raise ULFs—from 3 percent to 5 percent in most
cases—and dedicated a portion to fund street projects in 2018.4% In 2024, the City passed
a resolution to reallocate these funds to the general fund (and lower the amount of funds
transferred to the Street Reserve Fund) in order to address budget shortfalls. 4’

City of Gresham passed a 3 percent increase to its ULF in 2020, bringing the total rate 10
percent, effective July 1, 2021. The City estimated a monthly increase of about $3.11 per
PGE customer.?® The revenue increase will pay for core services such as police, fire, and
parks, with a small amount set aside for the City’s streetlight program.

City of Milwaukie also approved a 3 percent increase in its ULF in 2024, bringing the total
rate to 11 percent, effective July 1, 2024. The City estimated typical residential PGE bill to
increase by $5.41 per month and typical residential NW Natural bill to increase by $2.77

45 ECONorthwest. 2022. Prosper Portland Revenue Evaluation. September 13, 2022.

46 McDowell, Jade. 2017. “Hermiston Council raises franchise fees to pay for street projects.” East Oregonian,
September 12, 2017. Accessed November 5, 2024. https://www.eastoregonian.com/news/local/hermiston-
council-raises-franchise-fees-to-pay-for-street-projects/article_93f231da-38f3-5d93-aa%a-d5c15a39e3f4.html

47 City of Hermiston. 2024. City Council Meeting. Monday, January 8, 2024. Accessed November 5, 2024.
https://www.hermiston.gov/citycouncil/page/city-council-28

48 City of Gresham. n.d. “Utility License Fees.” Accessed November 5, 2024. greshamoregon.gov/Utility-License-
Fees/
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Fees and Charges

per month. The revenue will pay for core services support by the general fund, including
programs related to climate and equity.*?

City of Woodburn passed a ULF in 2021, charging utility companies five percent of gross
revenue except for telecommunication companies, which are taxed at 7 percent.%°

Considerations

Summary of Top Considerations: Franchise fees and ULFs can generate consistent revenue
that comes from a broad base and is stable over the long term. But there are uncertainties
about federal rules and definitions around internet services, which can impact future
revenue growth. Although they are relatively easy to implement, they disproportionately
impact affect lower-income households.

Exhibit 18. Considerations for Franchise Fees and Utility License Fees

Adequacy D Depends on the size of the utility company and the fee rate. In
principle, a broad tax base (i.e., utility customers) enables
substantial revenue generation.

Stability e e o | Stable, as they are both tied to essential services that residents
consistently use, regardless of economic conditions.

Versatility e ¢ o | Often unrestricted and can be used for a range of municipal purposes
beyond infrastructure.

Capacity for oo Can increase with rising utility rates, population growth, or new

Growth franchise agreements, but they are constrained by market saturation

and regulatory limits. In particular, changing federal rules and
definitions around internet services can impact the growth of this
revenue.

Horizontal Equity | e e ¢ | Applies uniformly to all utility users, regardless of individual
differences; similar utility users pay the same fees.

Vertical Equity . Can disproportionately impact lower-income households that spend a
larger portion of their income on utilities. Jurisdictions could
consider providing energy assistance to offset a rate increase,
structured around an income test for residents.5!

Nexus . All utility customers pay, but it is unclear who would the benefit.
General fund can be used for programs with broad benefits or for
programs with targeted benefits.

49 City of Milwaukie. n.d. “Utility license fee increase for electricity and natural gas.” Accessed November 5,
2024. https://www.milwaukieoregon.gov/finance/utility-license-fee-increase

50 Pierson, Heather. 2020. Council Bill No. 3138. Resolution No. 2162. November 9, 2020. www.woodburn-

or.gov/sites/default/files/fileattachments/public_works_projects_amp_engineering/page/12871/res._2162_-

_right_of_way_utility_license_and_usage_fee_rates.pdf

51 Qualifying residents may apply for Low-Income Home Energy Assistance Program (LIHEAP) funding up to

twice per year. In addition, the Oregon Energy Assistance Program (OEAP) is available year-round. Residents

may also qualify for an Income-Qualified Bill Discount or private Oregon Energy Fund assistance
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Administrative Ease

Implementation o Can include a contract negotiated by a city and its utility providers,
or an ordinance approved by a city council.%® In either case, the
agreement often outlines the rate charged, terms and conditions, and
any special services provided.®3 ULFs are generally used as a
regulatory charge for utilities operating within the city’s boundaries.
Collection e e o | Typically based on a percentage of the utility’s gross revenues
earned within the municipality. For example, a city might impose a
3% franchise fee on all electricity sales within its limits.
Telecommunications franchise agreements are one of the largest
sources of revenue generated in a city’s right of way.% ULFs are often
based on a flat fee, a per-connection charge, or a percentage of the
utility’s revenue.
Enforcement oo Requires monitoring and auditing utility companies. Non-compliance
can lead to penalties or suspension of franchise rights. ULF
enforcement requires regular reviews of licenses and financial audits,
with penalties for non-compliance such as fines or revocation of the

license.
Other Considerations
Neutrality e e e | Typically passed on to consumers, but leading to little behavior
changes.
Political e e e | Likely supported because people either do not perceive a direct cost,
Feasibility believe the fee system is fair, or the fees are small. Jurisdictions may

face opposition from utility companies who provide services across
overlapping jurisdictions, where not all jurisdictions have franchise
fees.®®

e ¢« o« = Key advantages o = Considerable limitations

e e = Some limitations or exceptions D = Depends

52 League of Oregon Cities. 2019 Franchise Fee and Right-of-Way Survey Report. December 13, 2019. Accessed
October 5, 2024.
https://www.orcities.org/application/files/7615/7669/0101/2019FranchiseFeeROWSurveyReportl12-13-19.pdf
53 |bid

54 |bid

55 Malee, Patrick, 2015. “OC Franchise Fees Legal, Judge Rules.” West Linn Tidings, July 16. Accessed October
10, 2024. https://www.westlinntidings.com/news/oc-franchise-fees-legal-judge-rules/article_fOd71c79-bdad-
5el7-al4de-d5d34c2ba67c.html
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Municipal Services Fees

Local governments charge various municipal service fees to raise revenues from utility

customers. Municipal services fees are also called city services fees, multi-purpose fees,

operations fees, systems operations fees, or utility fees.

Rationale: Municipal services fees can create a dedicated funding source for city services

such as emergency services, parks, and maintaining and operating transportation

infrastructure. Generated revenue can reduce reliance on less predictable funding from

state and federal sources.
Who pays: Utility customers

Statutory reference: Municipal service fees are implemented through ordinances. But

some

city charters have been amended to require voters’ approval for new municipal services

fees.
Additional resources:

Street Utility Fee (League of Oregon Cities, 2019). LOC maintains a list of cities
Oregon that have TUFs and other fees related to street maintenance.

in

Establishing Government Charges and Fees Best Practices (Government Finance

Officers Association)

Examples

Common Municipal Services Fees in Oregon

Operations Fee: A city operations fee is a flat fee that is collected through exist

ing

utility bill systems and is based on account type.®® Salem collects a City Operations
Fee which is a separate utility bill fee to continue existing emergency, library, park
maintenance, social, and other essential services. This flat fee is collected through

City utility bills based on the type of account, not based on property value.®’

Emergency Service Fees: A flat fee mechanism for 9-1-1 dispatch services, which
can be calculated on a per-door or site size basis. The fee appears on a municipal
utility bill and varies based on a building’s meter size. Salem, Corvallis, Gresham,

Jacksonville, and Medford all have fees that pay for fire services.

Public Safety Fee: A flat fee that is added to residents' utility bills for public safety
funds such as Police Officer Positions and general Public Safety Fee Funds. The City
of Corvallis charges a monthly public safety fee that appears on the city services

56 City of Salem. n.d. “Utility Rates and Other Fees.” Accessed October 10, 2024.
https://www.cityofsalem.net/community/household/water-utilities/utility-payments-and-your-utility-
account/utility-rates-and-other-fees

57 |bid.
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bill.5® Revenue goes towards staffing and additional levels of service for law
enforcement and fire staff. In 2019, Sandy established a monthly public safety fee.5%°
Newberg also charges a monthly flat rate public safety fee.®0

Streetlight Fee: This fee covers the cost to operate, upgrade, and expand municipal
streetlights. Costs include electricity, maintenance, and installation. Fee structures
are typically charged to utility accounts and are based on customer category.
Medford and Toledo are two of many cities that charge a streetlight fee.61.62

Street Maintenance Fee: Levied on utility bills, this fee funds the repair and
maintenance of city streets. The fee is usually a flat rate, based on the type of
property (residential, commercial, or industrial) and helps cover the costs of
maintaining roadways, reducing the need for extensive future repairs. Cities in
Oregon have adopted TUFs, including Ashland, Brookings, and Corvallis.®3

Parks and Recreation Fee: These fees support the maintenance and operation of city
parks, recreation facilities, and programs. The revenue helps cover the costs of
upkeep, improvements, and expanding recreational offerings. Medford charges a
Parks fee on a per unit, per month basis.®*

Urban Forestry is collected to support a City’s urban tree canopy and maintenance.
Corvallis charges an urban forestry fee that supports the city’s urban tree canopy
maintenance.®®

Enterprise Activity Services/Utility Fees
Stormwater Management Fee: In addition to being levied on properties, stormwater

fees are sometimes added to utility bills. They help fund the maintenance of
stormwater drainage systems, reduce runoff, and prevent flooding.

Wastewater Fee is collected to support a City’s wastewater infrastructure and
operation.

Water Fee is collected based on usage to pay for City water services and related
infrastructure.

58 City of Corvallis. n.d. “Police and Fire Public Safety Fees FAQ.” Accessed October 15, 2024.

https://www.corvallisoregon.gov/finance/page/police-and-fire-public-safety-fees-faq

59 City of Sandy. n.d. “Public Safety Fee.” Accessed October 15, 2024.

https://www.ci.sandy.or.us/police/page/public-safety-fee

80 City of Newberg. n.d. “Understanding Your Bill.” Accessed October 12, 2024.

https://www.newbergoregon.gov/finance/page/understanding-your-bill

61 City of Medford. 2023. 2023 Master Fee Schedule. July 1, 2023. Accessed October 15, 2024.

www.medfordoregon.gov/files/assets/public/v/1/finance/documents/2023-master-fee-schedule-7-1-23.pdf

62 City of Toledo. n.d. Master Fee Schedule. Accessed October 12, 2024.
https://www.cityoftoledo.org/media/10531

63 eague of Oregon Cities. n.d. “Street Utility Fee.” Accessed October 20, 2024.

https://www.orcities.org/resources/reference/topics-z/details/street-utility-fee

64 City of Medford.

65 City of Corvallis. n.d. “City Service Fees: 2024 Rate Adjustment.” Accessed October 10, 2024.

https://www.corvallisoregon.gov/cm/page/city-service-fees-2024-rate-adjustment
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Fees and Charges

Considerations

Summary of Top Considerations: Municipal service fees can generate new revenues that
are stable and broadly applied. They are usually implemented through existing utility bills
to an existing utility customer base. Some cities require voter approval. Flat fee structures
lead to disproportionate burden on lower-income households. Exemptions, discounts, and
tiered rates may mitigate the equity concerns.

Exhibit 19. Considerations for Municipal Service Fees

Compatibility with Budgeting Needs

Adequacy D Can be sufficient for recovering costs with proper rate-setting of the
fee. Some cities may intentionally undercharge to address equity
concerns.

Stability oo Less stable than property taxes, but more predictable than income
taxes.

Versatility e ¢ o | Versatile within the scope defined by the city council.

Capacity for e e e | Can grow with population and employment. Cities can adjust the

Growth rates.

Horizontal Equity | D Varies based on fee structure. Some fees are charged in proportion
to use of service, others may be flat or scaled within category of
customers.

Vertical Equity D Can disproportionately impact low-income households. Many cities
offer discounts for low-income customers to mitigate this.®®

Nexus D Typically used to pay for a specific service; cannot be used to pay for

other services. However, some cities may not dedicate the revenue
and support their general fund instead. The fee rates can vary by
customer type (e.g., residential, commercial, industrial).
Administrative Ease
Implementation D Depends on the city’s basis for assessing the fee. Developing the
methodology for setting a fee can be challenging. Some city charter
amendments require approval from voters for raising new fees.
Collection e ¢ o | Integrated into monthly utility bills.

Enforcement e e o | Enforcement is relatively standardized to fit existing utility bill
enforcement regulations.

Other Considerations

Neutrality e ¢ ¢ | Generally do not alter consumption or behavior patterns.
Political D Usually politically feasible. An ordinance is required to implement a
Feasibility new municipal service fee, and fees are typically reviewed annually by

staff and city council. But some cities require voter approval.

e o« o« = Key advantages o = Considerable limitations

e e = Some limitations or exceptions D = Depends

6 City of Corvallis. n.d. “City Services Billing: Low-Income Assistance Program.” Accessed October 12, 2024.
https://www.corvallisoregon.gov/finance/webform/city-services-billing-low-income-assistance-program
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The considerations for this guidebook focus on municipal services and fees, not rate-
setting for utility fees. To review considerations around water and sewer rate setting
and fee structures, review the GFOA Establishing Government Charges and Fees Best
Practices framework. A list of factors to consider when developing charges and fees
should include:

1. What are applicable laws and statutes regarding charges and fees?

2. Are formal policies in place articulating pricing factors or rationale for any
subsidies?

3. What is the full cost of providing the service (both direct and indirect)?
4. Are rates periodically reviewed and updated?

5. Are long-term forecasts and plans consistent with the decision-making in the rate
setting process?

6. How will the public be involved in the fee-setting process, and how will the public
be informed of the result?
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Fees and Charges

Fees for Specific Services

Fees for specific services are tied to a specific activity or use. Examples include planning
and building permit fees, park facility rental, and parking fees. Service fees help cover the
costs of city operations, maintenance, and infrastructure development.

Rationale: Service fees help cities maintain financial sustainability without burdening
general tax revenues and are less susceptible to economic fluctuations. Cities implement
service fees to promote cost recovery and encourage efficient use of resources.

Who pays: Residents, visitors, and businesses

Statutory reference: ORS Chapters 56.140 to 56.206 for business license authority and
associated fees. ORS Chapter 227 for administrative fees for activities like permitting,
planning, and zoning.

Additional resources:

Establishing Government Charges and Fees Best Practices (Government Finance
Officers Association)

Examples

Common Fees for Specific Services in Oregon
Building and Permitting Fees: Cost usually depends on the value or scope of the
project/application. Includes development review and permit fees
Business and Liquor License Fees: Cost is typically a flat fee and renewed annually.

Fees For Use/Rent: Flat fee charged per unit of use (hour, day, etc.) for parking,
event spaces, and parks and facility rentals, etc.

Parks and Recreation Fees: Charged per resident per activity/class/event.

Permitting Fees: Cost usually depends on the value or scope of the
project/application.

Public Works: Fees can be charged per project, or per connection.

Water and Sewer Fees: Fees are usually charged for each account based on meter
usage per month or per quarter.

Miscellaneous Service Fees: Costs to cover various administrative fees.
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Considerations

Exhibit 20. Considerations for Fees for Specific Services

Compatibility with Budgeting Needs

Fees and Charges

Summary of Top Considerations: The benefits and implementation challenges of fees for
specific services depend on each fee. Some can cover cities’ costs of providing the services,
others are too small to cover administrative costs. These fees are usually easy to adopt and
generally have a strong nexus because they are charged on specific service users. However,
they disproportionately impact lower-income individuals.

Adequacy D Some fees fully cover service costs, while others cover just a portion of

Stability D Fees for core city services can provide stable revenue. Other fees may
fluctuate with economic cycles.

Versatility . Most fees are earmarked for specific uses, limiting their flexibility.

Capacity for D Depends on fee structure, allowance for indexing to inflation, and city

Growth growth trajectory.

Horizontal . City service users pay the same fee for the same service each time they

Equity

use the service.

Vertical Equity .

City fees typically do not consider people’s ability to pay, which
disproportionately impacts lower-income individuals.

Nexus .
Administrative Ease
Implementation | D

Strong nexus because they are directly related to service provision.

Some can be easy to implement, especially for pre-existing systems
and services such as utilities, planning, and public works. Complex fee
structures are more administratively challenging.

Collection D Easy if a city already has an existing online collection system (e.g.,
parking, utilities, permits). Small, one-time fees (e.g., library late fees)
can have high administrative costs that outweigh the fee amount.

Enforcement D Some fees have existing enforcement mechanisms that are

straightforward (shut off policies, ticketing). Other fees can present
enforcement challenges: 1) Enforcement options may not be worth the
effort for low-value transactions and 2) Development-related fees can
sometimes create legal disputes (especially with development and
impact fees) requiring legal and administrative resources.

Other Considerations

Neutrality D Fees for core city services are not likely to impact the use of the
services. Some may avoid some city services if the fees are high.
Political . Many cities have successfully implemented specific service fees. They

Feasibility

are usually reasonably justified because only those who use specific
city services are charged.

e o ¢ = Key advantages

e ¢ = Some limitations or exceptions

Oregon Local Revenue Tools Guidebook

= Considerable limitations

= Depends
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Fines and Penalties

Fines and charges are fees imposed for specific services or penalties for violations.
Examples include parking fines, or service charges for recreational facilities. They are
designed to cover costs associated with services the jurisdiction provides or discourage
undesirable behaviors.

Rationale: Fines and charges can be a flexible revenue source that directly links payment to
specific services or regulatory enforcement. They also offer a mechanism to offset costs
related to maintaining public amenities or managing public behavior. While they often do
not generate large revenues individually, they can provide meaningful contributions to a
city's budget in aggregate or when layered with another revenue source to support
enforcement.

Who pays: Residents, visitors, and businesses

Statutory reference: ORS Chapters 221 and 223, for example.

Examples

City of Hood River introduced in 2016 stricter regulations and enforcement mechanisms
for short-term rentals (STRs) to address community concerns. Violations of these
regulations can result in fines, warnings, or license revocation. If an STR operator violates
the rules, they face immediate penalties, especially if three or more infractions occur within
12 months. The penalties for short-term rental violations include fines of $250 to $500 per
day for each violation, with potential license suspension or revocation for repeated
offenses.®’

City of Portland’s fixed photo radar program, implemented as part of its Vision Zero
initiative in 2016, targets high-crash streets to reduce dangerous speeding and enhance
road safety.®® Portland's fixed photo radar system has improved traffic safety, resulting in a
94 percent decrease in top-end speeding (11+ mph over the limit) at monitored locations.
In 2021-22, the system issued over 55,000 citations, with fines ranging from $170 to $440
each. That year, the program generated $1.3 million in net revenue after costs. The revenue
generated is reinvested in traffic safety measures, supporting Portland's Vision Zero
initiative to reduce traffic-related injuries and fatalities.®?

67 City of Hood River. n.d. "Ch. 5.10 Short-Term Rental Operating License: Penalties." Hood River Municipal
Code. Accessed October 7, 2024.

68 Portland Bureau of Transportation. n.d. "Speed and Intersection Safety Cameras." City of Portland. Accessed
October 7, 2024. https://www.portland.gov/transportation/vision-zero/safety-cameras

89 City of Portland. n.d. 2021-22 Preliminary Legislative Report: Fixed Photo Radar System. Accessed October 7,
2024. https://www.oregonlegislature.gov/citizen_engagement/Reports/Portland%202021 -
22_Preliminary%20Legislative%20Report_Fixed%20Photo%20Radar%20System.pdf
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City of Newberg installed its first red light traffic cameras in October 2024. The Newberg
City Council approved the contract for camera installation at Villa Road and Highway 99W in
Winter 2023 following traffic data from studies that began in 2017.70.71

Other examples of fines and penalties are:

Traffic and parking fines for speeding, red-light and stop sign violations, illegal
parking, and expired parking meters.

Public safety and nuisance fines for noise, disorderly conduct, illegal fireworks, and
animal control.

Building and property code fines for zoning and building code violations, Short-term
rental violations, and overgrown lawns or failure to maintain property.

Environmental and health fines for illegal dumping or littering, Improper waste
disposal (e.g., recycling violations), smoking in prohibited areas.

Utility and administrative fines such as utility late payment penalties, library late
return and lost book fees, and fines for failure to obtain permits (e.g., for space

rentals or construction).

Considerations

Summary of Top Considerations: Fines and penalties are typically inadequate for long-term
budgeting due to their unpredictability and instability, with revenue fluctuating based on
enforcement rates and economic conditions. Also, they disproportionately impact lower -
income individuals. Graduated fee structures and income-based penalties can help address
these equity concerns. Fines have a strong nexus and can deter future offenses.

70 City of Newberg. 2023. “City Council for 12/18/23.” December 18, 2023. Accessed November 18, 2024,
https://www.newbergoregon.gov/citycouncil/page/city-council-121823

71 City of Newberg. 2024. “Official Press Release: Red Light Cameras Come Online, Only Warnings First Thirty

Days.” October 4, 2024. Accessed November 5, 2024.

https://www.newbergoregon.gov/citymanager/page/official-press-release-red-light-cameras-come-online-only-

warnings-first-thirty
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Exhibit 21. Considerations for Fines and Penalties

Compatibility with Budgeting Needs

Implementation

Adequacy . Typically inadequate for long-term budgeting, as they generate
unpredictable and often limited revenue.

Stability . Can be unstable, often fluctuating based on enforcement rates and
economic conditions. For example, during economic downturns, cities
may see an increase in violations but a decrease in individuals' ability
to pay. Moreover, revenues from fines and penalties should decrease
if they are effective at improving compliance with law.

Versatility D Usually flexible to use, but for some fines, this depends on political
considerations and legal restrictions.

Capacity for . Excessive increases can lead to public resistance, equity concerns,

Growth and reduced compliance. Legal constraints and enforcement
challenges also restrict revenue growth.

Horizontal oo Individuals with violations pay equally based on their offense.

Equity However, enforcement and other factors can disproportionately affect
certain groups.

Vertical Equity . Typically regressive because they represent a larger share of income
for lower-income households. To mitigate this, cities can consider
graduated fee structures or income-based penalties.

Nexus e e o | Strong nexus because they are directly related to violation.

Administrative Ease

Investment in infrastructure (e.g., speed cameras, parking meters) or
systems for tracking and managing violations is necessary to ensure
effective implementation.

Collection

Automated systems (e.g., online payment portals) can streamline fine
collection, reducing the need for in-person processing. Issuing
citations promptly and providing multiple payment options can
enhance compliance.

Enforcement

Accurate and timely payment may require some work. Many
jurisdictions impose escalating fines for repeated offenses.

Other Considerations

Neutrality ¥ The threat of escalating fines for repeated offenses often results in
improved compliance over time by making non-compliance more
costly. Fines need to be large enough and enforced to encourage
future compliance.

Political D May be perceived as a revenue-generating tactic. Public support

Feasibility hinges on the perceived fairness of enforcement, such as whether

fines target behaviors that impact community safety (e.g., speeding,
illegal parking). Transparency around the use of collected revenue can
increase political viability.

*Fines and penalties that work well are intended to influence behavior (i.e., not fiscally neutral).

e o ¢ = Key advantages

e ¢ = Some limitations or exceptions D

. = Considerable limitations

= Depends
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System Development Charges

System Development charges (SDCs) are one-
time charges on new development (and, in some
cases, redevelopment) to fund capital costs
associated with infrastructure. SDCs may also
be used for costs associated with compliance
with the SDC statutes and for repayment of debt
service (including financing costs). In other
states, these may be referred to as “impact
fees,” connection fees, or capital facilities fees.

SDCs may consist of a reimbursement fee, an
improvement fee, or both. A reimbursement fee
is based on existing facilities. An improvement
fee is based on planned capital expenditures. In
many cases, both are needed to fully recover
capacity costs needed to serve growth.

Rationale: SDCs help pay for the portion of
capacity needed to accommodate a
development’s impact on a municipality’s
infrastructure system. In Oregon, SDCs can be
used for water, storm drainage, sanitary sewer,
road and street networks, and parks and
recreation facilities.

Who pays: Developers

Although SDCs are directly charged to
developers, ECOnorthwest’s research
shows that the costs are passed on to a
mix of landowners, homebuyers,
renters, and investors.

Statutory reference: ORS Chapters 223.297 to
223.316. Key provisions include:

Credits: In certain instances, cities
may require developers to make
improvements as a condition of
development approval. Oregon SDC
statutes require local governments to
provide credits for “qualified public
improvements” (QPIs). The credits
are limited to the cost of the
improvements, with some exceptions.
Local governments can provide
greater credits, provide credits for a
capital improvement not identified in
the SDC capital project list, and allow
developers to transfer the credits.

Waivers and Exemptions: Cities may
choose to exempt developments they
deem to have negligible impacts (e.g.,
some redevelopments or accessory
dwelling units) or because of local
policy objectives (e.g., childcare
facilities, affordable housing, or
economic development projects that
meet target levels of job creation).

Financing Options: Cities can allow
developers to defer or finance the
payment of SDCs, which can reduce
up-front costs and financing costs for
the developer.

ORS Ch. 223.297: Outlines a policy-level framework for local governments using

SDCs.

ORS Ch. 223.299: Defines "system development charge" and its allowable uses.
ORS Ch. 223.302: Sets forth how local governments can impose SDCs.
ORS Ch. 223.307: Lists allowable expenditures for SDC revenue (e.g., capital

improvements).
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Additional resources:

System Development Charges Survey Report (League of Oregon Cities, 2023)
Oregon System Development Charges Study (ECONorthwest, 2022)

Examples

City of Bend updated its transportation, water, and sewer SDC methodologies and rates in
2024.72 All three now use a tiered structure for residential rates that differentiates by both
housing type and—for single unit and middle housing—tiers of unit size. The City provides
exemptions for childcare, affordable housing, and temporary shelters.’3

City of Newport updated its SDC methodology in 2017 to account for growth forecasts,
long-range capital improvement projects, and local SDC calculation procedures.’* Newport
uses scaled SDC rates for water, wastewater, stormwater, and transportation, where the
rate is based on square footage rather than unit size.”®

Considerations

Summary of Top Considerations: Many cities rely on SDCs as a critical source of funding
for infrastructure to support growth, including water and wastewater systems,
transportation improvements, and parks. SDCs are set based on a methodology that
considers projected growth and new infrastructure capacity needs. Because SDCs are paid
with development, revenue can fluctuate with economic cycles. SDCs can increase the
overall cost of development—both residential and commercial—which can make certain
types of development harder to achieve.’®

72 City of Bend. n.d. “SDC Methodology Update.” Accessed October 23, 2024.

https://www.bendoregon.gov/government/departments/community-development/online-permit-

center/development-services/system-development-charges/sdc-methodology-update

73 City of Bend. n.d. “System Development Charges.” Accessed November 18, 2024.
https://www.bendoregon.gov/government/departments/community-development/online-permit-
center/development-services/system-development-charges

74 City of Newport. n.d. “System Development Charges Rates, 2024.” July 1, 2024. Accessed October 21, 2024.

https://newportoregon.gov/dept/cdd/documents/FYE25SDCRates.pdf

75 |bid.

76 ECONorthwest. 2022. “Oregon System Development Charges Study: Final Report.”

https://www.oregon.gov/ohcs/development/Documents/Oregon%20SDC%20Study_FinalReport_121422.pdf
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Fees and Charges

Exhibit 22. Considerations for System Development Charges

Compatibility with Budgeting Needs |

Adequacy D Can be a critical component of local funding for infrastructure needed
to support growth, especially in fast growing areas. Cities with less
development activity may not bring in substantial revenue.

Stability D Highly variable depending on development activity.

Versatility ) Restricted to infrastructure projects related to new capacity. But
many kinds of projects can be funded within the limitation.

Capacity for e ¢ ¢ | Can allow communities to build the infrastructure needed to

Growth accommodate orderly growth, making them an important part of

Oregon’s growth management system.

Horizontal e ¢ o | Generally consistent for each type of development in a jurisdiction or
Equity service district.

Vertical Equity oo Reducing SDCs alone will not improve housing affordability, but SDCs
can disproportionately impact middle- and lower-income households
by making it more difficult to build lower-cost housing types (e.g.,
smaller entry-level homes, middle housing, and apartments). Scaling
fees by unit size or housing type can mitigate some negative
impacts.”’

Nexus D Strong nexus when SDCs pay for infrastructure specifically needed to
enable development. Less direct nexus when SDCs fund improvements
in areas with less development.

Implementation oo Requires some city resources and staffing but relatively easy to
administer. Requires developing an SDC methodology based on an
infrastructure plan. Administrative costs may be recovered with SDCs.
Collection e e o | Collected at building permit issuance, along with permit fees. Offers
the greatest certainty of payment with the least administrative effort.
Deferrals and financing can increase administrative costs and effort.
Enforcement e ¢ ¢ | Hard to avoid payment because permit is not issued until fees are
paid and few builders will proceed without a permit. Deferrals can
make enforcement more challenging.

Other Considerations

Neutrality ) May discourage development in areas with high fees, impacting
growth and housing affordability.

Political D Support for a tax on new development can be at odds with support for

Feasibility removing barriers to housing production, but it can be more popular

than increasing costs for existing residents and businesses.
Messaging about SDCs can be tailored to community values and local
circumstances.

e ¢ ¢ = Key advantages . = Considerable limitations
e e = Some limitations or exceptions D = Depends
77 |bid.
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Other Important Considerations:

Cost Recovery: The 2022 SDC Study highlighted challenges that communities face
to charge adequate SDC rates while remaining competitive with neighboring
jurisdictions with SDCs. If a jurisdiction does not charge the maximum amount
supported by their SDC methodology and intentionally sets the rates low, they are
less likely to adequately fund infrastructure upgrades. Phasing in SDC rate
increases is a strategy to balance rate increases with staying competitive.

Disproportionate Effects on Building Smaller, Lower-Cost Housing: Communities
with strong demand and limited new housing supply are more likely to see rising
costs—including SDCs—shift to homebuyers and renters. Many factors affect
housing costs, including high land costs and demand from higher-income
households. But higher SDCs in this context—severe housing shortage—will likely
reinforce other market factors and encourage more expensive housing
development. Keeping SDC rates low may be neither politically palatable nor
aligned with infrastructure needs, and lower SDCs alone will not improve housing
affordability. But when SDC rates are both high and relatively similar among
different types and sizes of housing, they can make it even more difficult to build
smaller and lower-cost housing.

UGB Expansion Areas: Adequate infrastructure provision is more complex in
urban growth boundary expansion areas where the backbone infrastructure (roads,
water, sewer) is insufficient. The confluence of high land prices, high infrastructure
costs, public sector and community goals for quality redevelopment, and other
factors can result in housing or commercial development costs that are too high to
be feasible in even a fairly strong real estate market. These factors, along with
others, have slowed development in some expansion areas. SDCs alone will
probably not be sufficient (or, in some cases, may not be appropriate) to recover
infrastructure provision costs in these expansion areas. Other, more creative
revenue sources may be needed support expansion area development and/or to
ease the cost of infrastructure for lower-cost and affordable housing development
and small businesses.

Additional Development-Based Funding Strategies: SDCs are one of many ways to
require contributions from new developments. Other tools include local
improvement districts (LIDs) (see page 55), exactions, development agreements,
and improvements in exchange for additional development rights. There also are
other mechanisms where project costs are paid up front by either a developer or
the jurisdiction and then recovered from subsequent developments that benefit
from the improvements. For example, reimbursement districts allow the
jurisdiction or a developer to recoup a proportionate share of capital investments
that benefit multiple properties from subsequent development on those properties.
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WORKSHEET

This is a sample worksheet to help with the technical assessment process. Cities should
refer to examples in this guidebook and work with stakeholders to fill in this table.

Exhibit 23. Worksheet for Applying Revenue Tools Considerations

Stability

Versatility

Compatibility with
Budgeting Needs

Capacity for

Horizontal

Taxes on Goods and Services (‘“what you buy”’)
General Sales
Tax

Fairness

Vertical

Administrative Other

Implement-

Ease Considerations

Collection
Enforcement
Neutrality
Political
Feasibility

Targeted Sales
Tax

Fuel Tax

TLT

CET

Personal
Income Tax

Taxes on Income (‘“‘what you earn’’)

Business
Income Tax

Payroll Tax

Local Option
Levies

Taxes on Property (‘“‘what you

own”)

Special District

LID

EID/ESD/BID

GO Bonds

TIF

Fees and Charges (‘“‘what you do’’)

Franchise Fees
and ULFs

Municipal
Services Fees

Fees for
Specific
Services

Fines and
Penalties

SDCs

4
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Bend
Silverton
Tigard
Seaside
Eugene

Milton-Freewater

Cornelius
Canby

North Bend
Warrenton
King City
Bandon
Columbia City
Stayton
Gladstone
Falls City
Union
Corvallis
Albany
Portland
Garibaldi
Hillshoro
Springfield
Grants Pass
Port Orford
Bay City
Dayton
Happy Valley
Forest Grove
Lexington
Prescott
Banks

Sweet Home

Exhibit C

City Local Option Tax Rate Levied 2023-
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Exhibit D

Oregon cities tap into utility fees for police
and transportation funding, often bypassing
voter approval

Facing budget shortfalls, a growing number of Oregon cities are turning to utility fees to
raise money. City leaders set the rates and decide where the money goes.

Author: Evan Watson, KGW News February 12, 2025

ST. HELENS, Ore. — A growing number of Oregon cities are adding fees onto water and utility
bills to pay for anything from police officers to street repair. The fees aren't taxes, they're
typically not approved by voters, and they can be adjusted and increased at-will by city leaders
— all part of a legal revenue-generating process that cities use to make up for budget shortfalls.

"A flat fee for everybody," said Joe Corsiglia, a St. Helens resident and former council member.
"It's addictive for a council to have this option because there's no need to go to the voter, it's
instant money."

Corsiglia is boiling over a $10 per month 'public safety fee' on the water bills for St. Helens
residents. A St. Helens spokesperson said the fee is being collected to help pay for a new police
station.

KGW found that more Oregon cities, big and small, are adding or increasing fees on utility and
water bills to pay for non-utility related costs: police officers and firefighters, parks and
recreation programs, road repair and streetlights, and various other needs.

There's no centralized database of utility or 'municipal service fees' across Oregon, making it
difficult to track the practice. Plus, varying cities may employ different revenue models, making
like-for-like comparisons challenging.

KGW compiled a non-exhaustive list of nearly three dozen Oregon cities with one or more utility
fees, most of which range from about $2 to $45 per month. The list can be viewed at the bottom
of this story.

In January 2024, city leaders in St. Helens floated the idea of increasing their utility fee for
public safety needs from $10 per month to $25 per month.

"It's not something we're unique to, we're not some mean city out here adding this fee, a lot of
cities do that that don't have the tax base," said City Council President Jessica Chilton,
referencing a League of Oregon Cities presentation that confirmed the legality of similar fees.

City Councilor Russell Hubbard said utility fees may be legal, but they're a bad look for the
public, representing a city's ability to charge taxpayers any amount when they need money.
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Instead of raising the utility fee, St. Helens leaders ultimately opted to pursue a tax levy to pay
for more police officers. But voters rejected the proposal in May, and Corsiglia said he wonders
if community members were jaded as they were already paying $10 a month for public safety.

"Was the levy affected by that fee?" he asked.

Jenna Jones — a tax, finance and economic development lobbyist for the League of Oregon
Cities — said her organization doesn't advise cities to use any particular fee to generate revenue,
but LOC makes cities aware that utility fees are an available option. The LOC surveyed Oregon
cities in 2023, collecting partial data on which cities are increasing utility fees.

"I think we're finding more and more cities across the state that didn't know what other people
were doing," Jones said. "Like, I thought I was the first to come up with putting a public safety
fee on my utility bill."

Jones said many cities need to use utility fees because property tax laws in Oregon restrict
revenue growth.

"A lot of our cities are near or coming up on a budget crisis, because Measures 5 and 50 in the
property tax system, which is the main funding source for cities, is incredibly constrained."

So, utility fees are gaining popularity. They’re easy to add on to existing bills. There are no
statewide limits on how high they can go, although some cities have set individual restrictions or
guidelines for voter approval, and public notifications are certainly recommended, but not
required.

But while the fees aren't legally constrained, cities that push the envelope too hard could run into
political limits.

"There's that natural balance that cities can't just raise and raise and raise these administratively,
because there are ramifications that community members have in their control," Jones said.
"They could recall their council, they could amend the charter so it has to be voter approved."

Jones said more local government leaders could choose to add or expand utility fees in the
coming years to address budget shortfalls.

"They could, I think the other option is they cut services," Jones said.

A St. Helens city spokesperson told KGW the city is currently looking at ways to increase
revenue and anticipates that "ideas to increase police funding will be a main discussion topic in
the coming months.”

Corsiglia said he's concerned that a fee increase could be pitched again, and he believes the state

legislature should act to set limits and restrictions on the use of fees as revenue tools for local
governments.
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"I don't have a problem if I vote on a taxation issue and it either passes or doesn't pass,
whichever my liking is, I live with it," Corsiglia said. "This I can't live with, because you never
know what the popularity [of the fee] is [among voters], we don't know how it's being spent,
there's no accountability."

List of Oregon cities with utility fees

e Albany - Multi-Use Utility Fee - $9/month for single-family and variable commercial,
public safety, parks, etc.

e Ashland - Transportation Utility Fee for street usage, $9.56/month for single-family
residence and variable, effective 2021

e Bend - Transportation Utility Fee, $5.60/month for single-family units, expected to
double in 2025, effective 2024

e Central Point - Public Safety Utility Fee, $2/month for residential and commercial
accounts, increased in 2023

o Coos Bay - Transportation Utility Fee for street maintenance, $10/month for residents
and $20/month for businesses

e Creswell - Transportation Utility Fee, $4/month for single-family residence and variable
rates, effective 2023

o Corvallis - Various Utility Fees, roughly $45/month for single-family for police, fire,
street, sidewalk, transit, urban forestry

e Dallas - Public Safety Utility Fee, $12.50/month for police, fire and EMS, increased 2024

e Fairview — Utility fee and Fire Suppression Fee $5.57 ($4.82 is for the public works
facility. $.75 for Fire Suppression.

e Glendale - Utility Fee, annual increases expected per survey response to League of
Oregon Cities, latest effective 2024

o Grants Pass - Public Safety Utility Fee, $12.36/month for single family residence and
variable, effective 2025

o Gresham - Public Safety and Parks Utility Fees - $15/month for single-family
households, mostly for police and fire, effective 2012

e Hermiston - Public Safety Utility Fee, $5/month on all city utility bills for officers,
effective 2024

e Hillsboro - Transportation Utility Fee, $10/month for single-family residential,
longstanding fee with annual increases

e Independence - Public Safety Utility Fee, $20/month and decreasing over time, effective
January 2025

o Jacksonville - Public Safety Fee, $79/month or less based on income for police and fire,
longstanding fee updated frequently

o Keizer - Public Safety and Parks Utility Fee - roughly $11/month for single-family
residences for police and parks, increased 2024

o Lebanon - City Services Utility Fee, $18/month for residential customers library, court,
parks and police funding, effective 2025

o Lake Oswego - Street Maintenance Fee, $16.80/month for street repairs, longstanding fee
updated annually

e Medford - Various Utility Fee, $12/mo. public safety, $5.35/mo. parks, $2/mo. street
light, etc. Updated annually

KGW Article City Fees
Page 99 of 143



e McMinnville - City Services Fee, $13/month for single-family homes for public safety,
parks, library and admin, effective 2023

e Milwaukie - Transportation and Street Maintenance Fees, $12/month for single-family
homes

e Monmouth - Public Safety Utility Fee - $10.25/month for residences and businesses for
police expenses

e Newberg - Transportation and Public Safety Fees, about $10/month for single-family
homes

e North Bend - Public Safety Utility Fee, $15/month for police funding

e North Plains - Transportation Utility Fee, $5/month per residential dwellings, increased
in 2022

e Oregon City - Pavement Maintenance Utility Fee, $16/month for single-family
residential, longstanding fee increased annually

e Salem - Various Utility Fees, $15.88/month for city operations and $2.80/month for
streetlights, increasing annually

e Sandy - Public Safety Utility Fee - $4.50/month for additional police officers

e St. Helens - Public Safety Utility Fee, $10/month for a new police station effective 2023,
increased from $3/month for parks

e Toledo - Street Lighting Utility Fee, $2/month for lighting longstanding fee

e Turner - Police Utility Fee, $3/month flat rate for public safety

e Veneta - Public Safety Utility Fee, $4/month for police and other needs, effective 2022

e West Linn - Street Maintenance and Parks Utility Fees, $40/month for roadway and other
improvements, increasing annually

e Winston - Public Safety and Transportation Utility Fees, roughly $9/month for single-
family residential
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ECONorthwest (ECO) completed this project under contract to the City of Gresham.

The City of Gresham asked ECO to explore several alternative revenue sources that could
bridge the funding gaps that the City is currently experiencing. City staff and ECO agreed that
ECO would produce a high-level review of alternative revenue sources, with potential revenue
estimates and an evaluation of each tool against a set of consistent criteria.

This report identifies sources of information, assumptions, and analytic techniques used in
the analysis. Within the limitations imposed by uncertainty and the project budget, ECO and
the City of Gresham have made every effort to check the reasonableness of the data and
assumptions and to test the sensitivity of the results of our analysis to changes in key
assumptions. ECO and the City of Gresham acknowledge that any forecast of the future is
uncertain. The fact that ECO evaluates assumptions as reasonable does not guarantee that
those assumptions will prevail.

ECONorthwest prepared this report based on our general knowledge of public finance and
fiscal sustainability and information derived from government agencies, the reports of others,
and other sources believed to be reliable. ECONorthwest has not verified the accuracy of such
information, however, and makes no representation regarding its accuracy or completeness.
Any statements nonfactual in nature constitute the authors' current opinions, which may
change as more information becomes available.

The contents of this document do not necessarily reflect views or policies of the City of
Gresham.

For more information, please contact:

Sarah Emmans

Project Director

ECONorthwest
emmans@econw.com
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1. Executive Summary

The following report was prepared for the City of Gresham, Oregon, in response to a request for
analysis of several alternative revenue tools. Gresham —like many cities in Oregon—faces
budget pressures due largely to constitutional restrictions on growth in property tax revenues,
the City’s largest source of general fund revenue. This analysis examined alternate funding for
several core government functions (9-1-1 emergency dispatch services, fire and emergency
services, and maintenance of city streetlights). This report finds:

= Gresham is not alone in examining alternative revenues for government operations. The
cities of Newberg, Corvallis, Forest Grove, Eugene, Springfield, Hillsboro, Tigard, and
Happy Valley all have implemented one or more of the options explored in this report.

= A 9-1-1 service fee of roughly $6 per door, per month could provide $3.2 million to fund
Gresham’s contract with Portland Bureau of Emergency Communications.

To make the fee more equitable, it could be stratified by household type, with single-
family households paying more than multifamily, or by property type, with
businesses paying more than residences.

A local option or the formation of an emergency communications district is not
practical for the relatively low amount of revenue needed.

= A fire protection district provides an opportunity for Gresham to replace general fund
revenues for Gresham Fire and Emergency Services.

The formation of a new fire district could generate roughly $32 million with an
estimated tax rate of $2.62 per $1,000 of assessed value.

Annexation of the existing service area into Fire District 10 could generate $35
million at Fire District 10’s permanent rate of $2.85 per $1,000 of assessed value.

The statutes governing special districts and rural fire protection districts are
complex. The City should engage an attorney to understand the steps needed,
particularly related to the transfer of financial assets, operations, personnel-related
costs, and financial liabilities.

It could take 18 to 24 months to form a district or complete the annexation process,
with risk of it taking much longer given the many administrative steps required.

o A streetlight fee is a straightforward and common method of raising revenues. A
monthly fee of around $4.50 per utility account could generate $1.3 million per year to
replace utility franchise fees currently transferred from the general fund to the
Streetlight Fund.

As with the 9-1-1 fee, the structure could be adjusted to reduce the burden on renters
or multifamily households.

ECONorthwest 1
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2. Purpose and Context

Since 1990, the City of Gresham has grown dramatically from a small farming community of
68,000 to a city of 113,000 —the fourth largest in the state.! Over that time span, public safety has
been the City’s largest fiscal and service delivery responsibility. While its population has grown
65 percent since the 1990s, the City’s property tax rate remains roughly the same as it was in
1997 —frozen in time capped at $3.61 per $1,000 of assessed value, one of the lowest rates among
Oregon’s large cities.? In the 1990s, Gresham’s property tax revenues covered all of public safety
expenditures for the City; now it covers less than half.?

This pressure is the impact of Measure 5 and Measure 50, two reforms which together capped
overall property tax rates, divorced assessed value from real market value, limited growth in
assessed value, and permanently froze local property tax rates at 1996 levels.* While property
tax growth continues to be dampened, other tax revenues have underperformed in recent years
—notably business income taxes, which are notoriously sensitive to the economy, and transient
lodging taxes, which were increased in 2020 but must be used primarily for tourism-related
expenditures.’

On the expenditure side of the ledger, Gresham continues to experience rapid population
growth, growing service demands, inflationary cost increases, and the pressures of building and
maintaining infrastructure. Further, given its role as the second largest city in Multnomah
County, Gresham provides critical emergency services for surrounding communities. Notably,
in July 2015, Gresham Fire and Emergency Services (GFES) entered into an intergovernmental
agreement to provide fire and emergency services to the cities of Fairview, Troutdale, and
Wood Village, and areas of unincorporated Multnomah County.® GFES call volume increased 20
percent during the pandemic, and many of these calls were homelessness, mental health crises,
and addiction-related service calls.”

To address the structural deficit caused primarily by limitations on growth in property taxes,
Gresham, like many other Oregon cities, has increasingly relied on fees. In 2012, the City
implemented a $7.50 per month police, fire and parks (PFP) fee to supplement tax revenue and

! Population data from https://sos.oregon.gov/blue-book/Pages/local/city-population.aspx.

2 Of eight cities with population greater than 75,000, Gresham’s 2016 property tax rate was the seventh lowest.
https://www.orcities.org/application/files/4015/7480/9685/City Property Tax Report 2016.pdf.

3In 1990, property taxes accounted for 100% of public safety services, according to https://pamplinmedia.com/go/42-
news/481203-388097-gresham-faces-financial-crisis.

* Measure 5 (1990) and Measure 50 (1996) dramatically changed Oregon’s property tax system.
https://www.oregon.gov/DOR/programs/gov-research/Documents/303-405-1.pdf.

5 Gresham 2020-21 Budget.
¢ Three Cities Intergovernmental Agreement for Fire and Emergency Services.

7 Gresham’s Financial Roadmap, presented to City Council on April 5, 2022.
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support basic general fund services.® The fee was doubled in 2021, through June 2023. Utility
franchise fees also provide a substantial source of revenue to the City, but these are diverted
from the General Fund to the Streetlight Fund.

As part of the City’s Three-Year Financial Roadmap, the City From Gresham’s Financial Roadmap,

has identified the need to explore alternative funding April 2022: Gresham community
] . members desire and deserve a full-
sources to fund public safety functions and to supplant service City organization with the

utility franchise fees, which could be returned to the General resources to deliver exceptional
services that support a high quality of

life. Establishing long-term financial
the revenue capacity and administrative aspects of these sustainability is critical to achieving
this goal for Gresham.

Fund. City decision-makers are interested in understanding

revenue alternatives, as well as equity-related impacts to the
Gresham community.

The purpose of this report is to provide a high-level analysis of several potential revenue tools
to close the City of Gresham’s structural deficit:
= A new fee to replace or offset general fund revenues for 9-1-1 dispatch services;

* Annexation into neighboring Multnomah County Fire Protection District #10, or the
creation of a new fire district; and

= Alternative funding for the Streetlight Fund, such as through a streetlight utility fee.

The City will use this report to outline options that City Council may wish to pursue. It may
also provide a roadmap for deeper analysis that the City could conduct in 2022.

Lessons from Corvallis: A Multipronged Strategy

Oregon’s legal limitations on property tax revenue growth have led other cities to identify new
revenue sources to allow budgets to grow in pace with inflation, population, and service
demands. In 2018, Corvallis faced a similar deficit to Gresham in which property taxes were no
longer sufficient to fund city services. The City developed a model that would adequately and
equitably fund public services across three revenue streams:®

= Alocal option levy that funds the library and parks and recreation.

= Two public safety fees for police and fire services. Effective July 2019, the City includes
these fees on its utility service bills, which total about $17 per month for a single-family
household.

= A 9-1-1 service district for Benton County. The district measure passed with about 62
percent of the vote in November 2019. Residents pay 45 cents per $1,000 in assessed
value in property taxes, or $135 per year for a house with an assessed value of
$300,000.

8 The PFP fee ordinance was adopted in 2012 and the fee was collected in 2013.
? City of Corvallis. The Three-Legged Stool: A Funding Model for the Future.
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Revenue Fairness and Equity Considerations

The City of Gresham has committed to viewing long-term financial sustainability through both
an efficacy and equity lens. With property tax and other tax revenues inadequate to cover basic
city services, the City is exploring both fees and the introduction of new property tax levies.
Fees which are flat (i.e., the same for all households or businesses) will be more burdensome for
lower-income households and businesses than for higher-income earners. Gresham, like many
cities, can implement policies to relieve or reduce fees for those in need. These opportunities
will have to be adequately funded and adequately communicated to be truly effective.

Taxes Versus Fees

Taxes are traditionally used to pay for services and amenities that provide community-wide
benefit. Taxes can also serve as a means to redistribute wealth. In general, local governments
have more flexibility to use taxes for general fund purposes. Under Oregon law, local jurisdictions
are restricted in the types of taxes they can levy and in changes to rates.

Fees are traditionally used to pay for services that benefit an individual or business, although the
idiosyncrasies of Oregon’s property tax system mean that they are increasingly used by cities to
pay for general government functions. Fees can be adjusted with inflation and other cost
increases. A downside is that they can be regressive (i.e., comprise a larger share of income for
lower-income people), unless structured in a way that provides options to reduce the amount or
other measures to provide relief for those with a lower ability to pay.

The following analysis will consider the two traditional definitions of tax equity:

* Horizontal equity considers whether tax policy offers equal treatment for taxpayers in
similar situations and with equal ability to pay. In other words, are households and
businesses with similar economic circumstances treated the same under the tax code?
This report will use a rough tax burden measure which is based on the “typical”
Gresham household or business—defined as having a median property value and
median income —to examine horizontal equity across options.

Vertical equity considers whether taxes rise with incomes or other measures of ability to
pay. Tax systems that fare poorly in vertical equity are considered regressive in that they
unduly burden lower-income earners. With further analysis, the City should consider a
tax burden measure that incorporates other prototypical taxpayers, such as low-income
households and renters, in order to examine vertical equity by comparing burdens
across options and across socioeconomic status. Census data can show household
incomes by tenure and overall housing cost burden by tenure, but the data are not
granular enough for meaningful analysis.
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From an economic standpoint, revenue fairness also must consider the nexus between the
source of funds and the use of funds. Are taxpayer and fee payers paying for services that they
are likely to benefit from, in approximate proportion to their use of a public service? Are the
payments structured in a way that the extraction of revenue is related to the expenditure of the
funds? Are cities that share services contributing revenue shares that are proportionate to their
use of the services or their ability to pay?

In considering revenue alternatives, it is helpful to have context regarding the socioeconomic
status of Gresham’s residents.!

= Forty-four percent of households make less than 50 percent of area median income
(AMI), which was $48,500 in 2021. This is important context in considering eligibility for
fee assistance program. Gresham’s utility fee assistance program is currently targeted to
households earning less than 60 percent of AMI.

= Approximately 46 percent of households rent in Gresham, a majority of which live in
multifamily housing, including duplexes, triplexes, and quadplexes.!! In comparison, 54
percent of Gresham households are homeowners, and nine out of ten of them live in
single-family detached housing. This context is important for considering fee structures
that vary by type of housing, versus property taxes, which are paid by property owners
but some portion of which is likely passed through to renters.

Organization of this report

For each revenue option, this report presents background information about the current
funding source or structure, then presents alternative scenarios. Each alternative is evaluated
for financial considerations (adequacy and stability), equity (vertical and horizontal), and
simplicity (ease of administration). The examples from other jurisdictions provide information
about considerations needed to implement, factors to consider, potential timeline, and process
for implementation.

10 ECONorthwest research conducted as part of Gresham’s Affordable Housing Strategy, currently under production.

11 City of Gresham. (2021). Gresham Community Development Plan 2021-2041 Housing Capacity Analysis, pg. 4.800-
32.
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3. Gresham’s Budget & Revenue Structure

Gresham’s FY 2021-22 general fund budget was $78 million. Public safety (police and GFES)
comprise 93 percent of the City’s general fund expenditures.

Exhibit 1: Gresham General Fund Expenditures by Category, FY 2021-22
Source: Gresham FY 2021-22 Budget

Parks - $4.0

Community Development I $1.1

Economic Development I $0.7

$0.0 $10.0 $20.0 $30.0 $40.0 $50.0

Gresham’s general fund budget relies primarily on taxes, intergovernmental revenues, and
utility license fees. These are the three largest sources of the City’s general fund revenue, with
taxes comprising nearly half (44 percent) of the City’s revenues, as shown in Exhibit 2.12

Of the $34 million in taxes shown below, $31 million are property taxes, subject to multiple
limitations under Oregon state law. City policy requires that all general property tax revenue be
used for public safety services; this is not necessarily a restriction in budgetary flexibility as the
General Fund is almost entirely comprised of public safety expenditures.13 Gresham has the
tifth lowest permanent property tax rate of the cities in Multnomah County, and one of the
lowest permanent property tax rates of any major city in Oregon. See Exhibit 3 for the property
tax rates of Multnomah County cities.

12 General fund resources also include interfund transfers, internal service charges, and a beginning balance.
13 City of Gresham. 2020. Comprehensive Annual Financial Report: FY 2020-21.
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Exhibit 2: Gresham General Fund Revenues, FY 2021-22
Source: Gresham FY 2021-22 Budget
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Exhibit 3: Oregon Cities, Property Tax Rates for 2021-22
Source: City of Gresham reported property tax rates. Property tax rates are expressed in $ per $1,000 of assessed value.

PORTLAND - $7.34 $0.60
ALBANY - $6.40 $1.15
EUGENE - $6.85 $0.34
SPRINGFIELD - $4.74
CORVALLIS - $5.11
SALEM - $5.83
HILLSBORO - $3.67
MEDFORD - $5.30
LAKE OSWEGO - $4.97
OREGON CITY - $4.41
BEAVERTON - $4.23
MILWAUKIE - $4.14
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The City receives less than 25 percent of all property taxes paid by Gresham residents. Per
Measure 5, general government levies are limited to no more than $10 per $1,000 of assessed
value and education levies are limited to no more than $5 per $1,000 of assessed value.

ECONorthwest 7

Page 111 of 143



Gresham's tax rate in FY 2021-22 was $3.44 per $1,000 of assessed value. Gresham and other
general government levies total $9.63 per $1,000 of assessed value (see Exhibit 4 for a
breakdown of all general government levies). An average valued home in Gresham (around
$237,000 in assessed value) would have a total property tax bill of $3,577 under 2021-22 rates, of
which $817 would be paid to the City for general government services.'

Exhibit 4: Gresham Consolidated General Government Property Tax Rates for 2021-22
Source: Multnomah County. Rates are expressed in dollars per thousand dollars of assessed value.15

$12.00
$10.00 Port, $0.07
East/West Soil/Water
Conservation, $0.10
Metro Service District,
$0.19 Urban Renewal,
$0.49
$8.00
Gresham City, $3.44
$6.00
$4.00
Multnomah County, $5.35
$2.00
$0.00

14 The average real market value of single-family housing in Gresham is $410,787, which converts to $237,435 in
assessed value using a 0.578 Conversion Factor from Multnomah County’s Changed Property Ratios. Property values
are from the Metro Regional Land Information System.

15 Rates shown here reflect the reallocation of property tax revenues to urban renewal areas.
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Compression

Compression is the reduction of tax revenues to taxing districts to accommodate the limitations
imposed under Measures 5 and 50. If revenues imposed through applying the layered tax rates
to the assessed value exceed $15 per $1000 of real market value (rather than assessed value),
then the tax rates are “compressed,” or reduced proportionately, until the revenues are within
the constitutional limits. If compression occurs, revenues are reduced categorically, starting
with local option levies which are the first to face compression. If compression exceeds local
option levies, then permanent rates and some special assessments would be compressed. A new
levy therefore increases the risk of compression for itself and for all other levies by raising the
total tax rate closer to a rate that would impose the constitutional limit.

Compression calculations are completed annually for every property to determine taxes
imposed. In general, compression risk is low when market values (which fluctuate with market
cycles) are high relative to assessed values.

The following analysis will address compression as a consideration but will not attempt to
quantify potential revenue loss.
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4. Dispatch and GFES Funding

Current Funding Structure: Gresham Fire and
Emergency Services

Gresham Fire and Emergency Services (GFES) provides fire and emergency response services to
the cities of Gresham, Fairview, Wood Village, Troutdale, and the unincorporated area of Fire
District 10. Exhibit 5 provides an overview of the service area. Together, this 60-square mile area
includes a population of about 140,000 people.t®

Exhibit 5: Jurisdictions Served by Gresham Fire and Emergency Services
Source: City of Gresham Fire Management Areas, Oregon Spatial Data Library

- Fire District #10

[] Fire Managment Areas
Cities

[ Fairview
[ Gresham
[ Troutdale
[ Wood Village

16 City of Gresham. 2021. Adopted Budget: FY 2021-22.

ECONorthwest 10

Page 114 of 143



For this service, the other jurisdictions have paid Gresham a combined $5.5 million in FY 2021-
22. This cost is spread across jurisdictions with a methodology that is based on the share of full-
time equivalent (FTE) in each jurisdiction, with an inflationary adjustment.!” ECONorthwest
compared the average share of calls by jurisdiction over the past eight years and found that
Gresham’s share of the cost in FY 2021-22 is greater than its share of call volume. Additionally,
Gresham’s budget funds administrative and overhead functions that are not fully accounted for
in the shared service agreement. In other words, Gresham is providing a subsidy for this service
to the three cities. Exhibit 6 compares call volume to share of budget for Gresham, Fire District
10, and the three cities.

Exhibit 6: Shares of GFES Budget (2021-22 Budget) and Shares of GFES Calls (2014-2021 average)
by Jurisdiction
Source: ECONorthwest

Fire District 10
|

e

Wood Village [

Fairview
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Troutdale
L]

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%
Share of GFES Budget  mShare of call volume

Included in the GFES and Gresham Police budgets are $3.154 million for emergency dispatch (9-
1-1) services provided by the Portland Bureau of Emergency Communications. This funding is
in addition to the roughly $300,000 in state Emergency Communications Tax (“9-1-1 tax”)
revenue that Gresham receives under Oregon Revised Statute (ORS), Chapter 403.240.18

17 Memo regarding Three Cities billing rate methodology, from the Three Cities User Board, to Gresham Fire Chief
Mitch Snyder. February 2022.

18 Under Oregon state law, each phone line is charged $1.25 monthly through phone carriers, who pay the revenue to
the Oregon Department of Revenue (DOR). The DOR distributes 62 percent of this revenue to the cities, counties,
councils, or special districts that manage the 9-1-1 centers. The State reports that the fee funds about 45 percent of the
total cost of operating the centers in the state, with the rest of the funding coming from property taxes. (Oregon
Emergency Management. Emergency Communications Tax. State 9-1-1 Program).
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Gresham’s share of state 9-1-1 funding is automatically distributed to Portland BOEC as a credit
against the full cost of Gresham’s share of BOEC services.

What are the revenue sources that currently fund Gresham emergency services?

The FY 2021-22 Gresham Fire and Emergency Management Services Budget is $30.6 million,
$29.6 million of which is budgeted in the City’s general fund. There are two specific sources of
revenue for GFES with relevance to this study. These are:

= Fire Contracts: Gresham receives $5.5 million from the surrounding communities of
Troutdale, Fairview, Wood Village, and parts of Fire District 10, which contract with
GFES for fire and emergency response services. (These communities also contract with
Portland BOEC for dispatch services.)

= Police, Fire and Parks Fee: Gresham collects $7.8 million through a Police, Fire, and
Parks (PFP) fee levied upon households and businesses, though this number will be
halved in 2023 when the temporary increase expires.

Roughly 41,233 households and 2,100 businesses in the City of Gresham pay the PFP fee of $15
per month.!? All single-family households and multifamily property owners are charged the
same flat rate; multifamily property owners are charged the number of units minus a vacancy
discount. The City provides assistance to qualifying families (those making less than 60 percent
of area median income (AMI), or $52,260 for a family of three).?? This applies to single-family
homes, which can receive financial assistance with their utility bills and the PFP fee.
Multifamily and tenant accounts are eligible for financial assistance for the PFP fee if their
household incomes are up to 200 percent of the federal poverty level.

Gresham implemented the PFP fee to relieve general fund pressure in 2014 following a two-
year public input process that began in 2012.2! The fee was adopted by Gresham City Council in
2012 and made permanent in 2014.22 The fee has been increased one time, in 2020, when the City
doubled it from $7.50 per month to $15 per month. This temporary increase is approved
through June 2023.

19 ECONorthwest estimate. Fee revenue of $7.8 million divided by a fee of $15 per month would yield 43,333 fee
payers. The Gresham Chamber provides that there are 2,156 commercial businesses in Gresham as of November
2021. It is assumed that all remaining payers are households. (Resource 1: Gresham Area Chamber of Commerce and

Visitors Center. Economic Development. Resource 2: City of Gresham. Police, Fire and Parks Fee.)

20 https://www.portland.gov/sites/default/files/2021/2021-ami-rents-phb.pdf

21 City of Gresham. Police, Fire and Parks Fee.

22 Keizur, Christopher. 2020. “Council approves doubling Police, Fire, Parks Fee”. The Outlook.
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Per City ordinance, 95 percent of the Police, Fire and Parks fee funds must be used for public
safety, and 5 percent for parks. The funds are split in proportion to the budgets of Police and
GFES (59 percent and 41 percent respectively, per the FY 2021-22 Budget).?

What are other alternative funding sources for 9-1-1 dispatch services and for fire &
emergency services?

ECONorthwest did not identify any cities in Oregon that have a property tax-related revenue
source for 9-1-1 services, outside of those that are part of rural emergency communications
districts. The cost of dispatch services for Gresham, at roughly $3.2 million per year, would not
justify the administrative steps involved in creating and implementing a new levy or a new
district. A number of cities have imposed local option levies to fund broader public safety and
community services, including 9-1-1 dispatch services. Exhibit 7 shows a list of the jurisdictions
with emergency and public safety related local option levies.

Exhibit 7: Jurisdictions with Emergency and Public Safety Service Local Option Levies
Source: Happy Valley, Tigard, Forest Grove, and Hillsboro city websites?*

Amount Year Most
(per $1,000 Fund Use Implemented Recent
TAV) p Renewal
Happy Valley Public Safety $1.38 Police services 2002 2019
Levy
Tigard Police Services Levy $0.29 Police services 2020 N/A
Forest Grove Community $1.95 Police, fire, library, parks, 2002 2018
Services Levy other community services
Hillsboro Measure 34-311 $1.72 Police, fire, emergency 1998 2017

medical service

A fee mechanism for 9-1-1 dispatch services may make the most sense for the City, given the
relatively low revenue target of $3.15 million. In other words, a property tax-related option such
as the creation of an emergency communications district or a local option levy is not worth the
administrative difficulty to yield such a low amount of revenue. For fire and emergency
services, ECONorthwest considered two property tax-related options: the creation of a new fire
district and the annexation of the GFES service area into Fire District 10. This analysis does not
consider a local option levy to fund fire and emergency services, as City staff are evaluating this
option.

The following sections discuss fee structures for a 9-1-1 services fee, as well as two options for a
tire district to generate funding for GFES.

23 Kvarsten, Erik 2013. Service Preservation Ordinance: Council Bill No. 05-14, Agenda Item Number C-1. Gresham

City Council.

2 City of Happy Valley. Happy Valley Public Safety Levy: Measure 3-551; City of Tigard. Police Services Levy; City

of Tigard. Measure No. 34-295; City of Forest Grove. 2022. Community Services Levy Replacement; City of Hillsboro.

Proposed Measure 34-311: Renewal of Current Operating Levy for Police, Fire, and Parks.
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9-1-1 Service Fee

To generate a revenue target of $3.15 million per year, one option the City could consider is a
fee for 9-1-1 dispatch services. An example of another city that implemented such a fee was the
Corvallis Fire Department, which instituted a public safety fee to fund police and fire services
and relieve its budget pressure. ?® The fee appears on the City of Corvallis’ utility bills and varies
based on a building’s meter size. Initially, the City charged most single-family homes about $17,
which was intended to raise about $1.3 million for fire and $3.1 million for police services. A
portion of the revenue from the fee went to emergency dispatch services, so the fee decreased to
about $13 after an Emergency Communications District was successfully implemented.

How would the 9-1-1 fee work?

This fee could be added to Gresham’s Police, Fire and Parks fee, or it could be used to offset a
reduction to the PFP fee if used in concert with another property-tax related option. The City
could implement this fee in several ways, outlined in Exhibit 8, and described in further detail
in the next subsection. Options 1 and 3 would result in similar cost burdens for a median single-
family homeowner. Option 2 would result in a greater cost burden. The options below assume
no financial aid; if financial aid were factored into the revenue target, the fees would increase
(or there would be a required subsidy from the general fund).

Exhibit 8: Structure Options for a 911 Fee

Description Single-Family Multi-Family Business
Option 1 A flat monthly fee of $6 $6 per door
per door. All households and businesses pay the same amount.
Option 2 A higher fee for single-
family residential than $11 $1 $7

for multifamily.

Option 3 A higher fee for
businesses than for $5 $25
households.

Findings

Option 1: Flat Fee

This option would assess a monthly fee on every ‘door” of a building (doors with separate
address numbers) and would apply to all households and businesses. A flat fee has the benefit
of being straightforward and this method would meet the City’s revenue target but does have
the potential to impose a greater cost burden on those with lower incomes. This option has the
additional benefit of being less than the $7.50 temporary increase to the PFP fee that the City is
currently imposing. Exhibit 9 shows that this option would charge each address around $6.

%5 City of Corvallis. Police and Fire Public Safety Fees FAQ.
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Exhibit 9: Estimated 9-1-1 Fee Using a Flat Rate
Source: ECONorthwest

Utility Customer Number of ‘Doors’ Monthly Fee Annual Revenue
All 43,333 $6.07 $ 3,154,000
Total 43,333 $ 3,154,000

Option 2: Fee for Single-Family, Multi-Family, and Commercial Properties

This option assesses a fee on a per ‘door” basis but stratifies the base rate depending on property
type. Income differences can be addressed more directly through this method, and it allows for
those with greater ability to pay to pay larger share of the fee. This method could have
considerable advantages, particularly if residents in Gresham in multifamily housing have
different average levels of income compared to single-family residents. This estimate assigns a
base rate dependent on the share of acres in Gresham with the respective property code.
Residential acres make up approximately 37 percent, multifamily are 5 percent of acres, and
commercial and industrial are 26 percent. Exhibit 10 shows that the fees would range from $7.42
for businesses, as compared to $10.56 for single-family units and $1.43 for each multi-family
unit.

Exhibit 10: Estimated 9-1-1 Fees for Single-family, Multifamily and Commercial Customers
Source: ECONorthwest

Utility Customer Number of ‘Doors’ Monthly Fee Annual Revenue
Business 2,100 $7.42 $2,614,000
Single-Family Residential 20,617 $10.56 $353,000
Multi-Family 20,617 $1.43 $187,000
Total 43,333 $3,154,000

Option 3: Fee for Residential and Commercial Properties

This option assumes that businesses and residences have different ability and willingness to pay
for 9-1-1 services, but that residential fees would not vary by type of residence. This option is
also assessed on a per door basis and places 20 percent of the cost burden on businesses and 80
percent of the revenue target on residences. This option could be scaled to shift less of the
burden to residents, or further stratified to allow for different types of homes (as in Option 2)
and types of businesses. Exhibit 11 shows the fee for this option would result in businesses
paying about $25 and residential customers paying $5.10.

Exhibit 11: Estimated 9-1-1 Fees for Single-family and Commercial Customers
Source: ECONorthwest

Utility Customer Number of ‘Doors’ Monthly Fee Annual Revenue
Business 2,100 $25.03 $2,523,000
Residential (all) 41,233 $5.10 $631,000
Total 43,333 $3,154,000
ECONorthwest 15
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Considerations

Adequacy Fees can raise adequate revenues but will need to be adjusted to match the City’s
contract amount with Portland BOEC. The BOEC board develops an annual budget
each year. The estimates above do not assume any fee assistance. A self-funded
fee assistance program would necessitate fee increases for those who can afford it;
otherwise, assistance will require a subsidy from the general fund.

Stability The City would likely need to increase fees with some regularity given cost
escalation.

sledraiel RSe[| Option 1 is horizontally equitable, because all households and businesses pay the
A eeatEiesn i same. However, without further analysis of “use” of 9-1-1 (including household

similar versus business, business size, or other analysis), it is difficult to evaluate whether
circumstances
similarly burdened by
the option?

a flat fee is the correct structure. The PFP is the same for both households and
businesses (regardless of business size).

Vertical Equity Option 2 assumes that households in single-family houses can pay more. The City
Pl | may wish to conduct further analysis to understand the relationship between

SR BIVECEEVE income (ability to pay) and residence type.
contribute more than

those with less?

Overall Fairness Option 3 assumes businesses can pay more than households, or that businesses
At benefit more from quality dispatch services. The City may wish to explore the truth

ARl CVEE Y of this premise through engagement or further research.
burdened by the

option Another question relates to the perception of fairness. City residents may ask why

the City is now charging a new fee for a service that residents and businesses
already paying for? Adequate explanation of the problem statement will be
important for this option and any other option utilized.

Simplicity Administration would be straightforward as this option does not require a vote.
Silseaieeliiletliss] Communication to the public could be complicated given misunderstanding around
to explain or to the 9-1-1 fee. The public might not understand that a 9-1-1 fee covers only
TR dispatch, not other public safety functions, and why they are paying more for the
same service.

Other None of the options presented above consider a structure that is based on the
Considerations volume of calls or another proxy for utilization of 9-1-1 services. This analysis does
not recommend such a structure, as the assumption is that quality 9-1-1 service is
a public good that all community members need to have access to at all times.

Fees are relatively transparent and are easier to understand than property taxes.
This is particularly true for a fee that is structured to spread a discrete cost among
residents and businesses, such as the cost of a contract for 9-1-1 services. In other
words, the public can see exactly what they are “buying” with the new fee.
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Implementation of a 9-1-1 Fee

A 9-1-1 fee could be implemented by City Council approval of a new ordinance. This ordinance
would need to describe the purpose of the fee, the premise, the residences impacted by the fee,
the amount, and the method for billing the fee. The fee options discussed above could be tied to
utility billing similarly to the PFP fee or another method could be determined.

The process for establishing such an ordinance includes review by the City’s Finance
Committee and City Manager, an assessment of budget impact, and public involvement that
gives citizens the opportunity to submit their feedback on the proposed fee. Although the
ordinance process does not require voter approval, public engagement is a critical step in
developing an ordinance that is transparent and accountable to the public. For the City to
include the revenue in the following fiscal year's budget, an ordinance implementing the fee
would need to be adopted in the spring. The temporary increase in the PFP fee expires in June
of 2023; if the 9-1-1 fee were to offset a portion of that revenue loss in the FY 2023-24 budget,
then the fee would ideally be adopted by March or April of 2023.

Alternative Funding for GFES: New or Consolidated Fire District

At least six fire districts currently operate in Multnomah County; other cities in Oregon rely on
tire districts to provide emergency services. Under a fire district, it is assumed that GFES would
serve the same geographic area and populations, but the governance structure would change
from city governance to a fire district, and the funding source would change from city general
fund contributions (and fire contracts) to a district-wide levy. This option would allow for all of
the jurisdictions served by GFES to contribute funding in a proportionate share of their assessed
value, rather than a share that may or may not be disproportionate to the level of service
provided.

Structure Options

Two options are presented: annexation into Fire District 10, or the creation of a new fire district
with the same geographic boundaries as GFES’s current service area (Exhibit 5 above).

= Option 1: Annexation of Gresham operations into Multnomah Rural Fire Protection
District #10, the rural fire protection district responsible for unincorporated areas of east
Multnomah County west of the Sandy River. This would return emergency services
back to the structure in place before 1984, when District 10 was the second largest fire
department in the state of Oregon protecting over 100,000 citizens in middle and eastern
Multnomah County .26

= Option 2: Creation of a new fire district with the same boundaries of the current
Gresham Fire and Emergency Services operations area.

26 City of Portland. 2008. Police, Fire, and Rescue Standard of Emergency Response Coverage.
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Fire District Annexations and Consolidations

Newberg was the most recent city to annex into the Tualatin Valley Fire and Rescue (TVF&R)
Service District. TVF&R provides fire protection and other emergency services to its district
members. Similar to Gresham, Newberg faced budget constraints and could not afford to
adequately provide fire protection services to the City of Newberg and nearby rural areas. In
2016, Newberg entered a two-year service agreement contract with TVF&R, at the same time
publicly announcing plans to evaluate the feasibility, costs, and benefits of a permanent
annexation. Voters in Newberg and the surrounding area approved annexation in November
2017. In March 2018, residents in TVF&R service area approved the annexation.27 Residents in
the original service area did not see any change in how much they paid to the district, and
Newberg residents paid the TVF&R permanent property tax of $1.52 per $1,000 tax assessed
value plus a local option levy of $0.45 per $1,000 tax assessed value. The levy was renewed in
2019 and is set to last for five years.

In recent years, new fire districts have formed in Oregon. In eastern Oregon, three smaller fire
districts were consolidated to form Umatilla Fire District 1 in 2016. It initially did not pass voter
approval, but it passed after further public engagement.

Other cities have entered into functional consolidations, without formally merging or creating a
new district. In 2010, Eugene and Springfield City Councils approved an intergovernmental
agreement formalizing the shared service provision by the two cities’ fire departments, following a
study analyzing the benefits of consolidation and recommending the cities form a fire district.28
The goals were to reduce costs and realize administrative efficiencies by sharing administrative
services and leadership functions. Over the next several years, the two departments have taken
further administrative steps to operate as one department, but governance remains with the
respective cities. The Eugene website states “Formation of a new taxing district, or annexation to
an existing one, would require an affirmative vote of the taxpayers affected. Although this is the
course recommended by the consultants, and although the district model has been successful
elsewhere, it will be a matter of years before the formal question is put to voters, if at all.”29

Results

Gresham would need a district that would generate $29.6 million in annual costs, the total
budget for Gresham Fire and Emergency Services in FY 2021-2022), plus the fire portion of 9-1-1
dispatch costs which are currently funded out of Gresham’s general fund. ECONorthwest
adjusted the revenue target to $32.9 million for the entire service area, to allow for contingency.
Exhibit 12 provides an overview of contributions from each jurisdiction under a potential
consolidated fire district, based on a rate of $2.62 per $1,000 of assessed value across the entire
tire district.

The rate does not include the budget for Fire District 10 as a withdrawal process would likely be
necessary for Fire District 10 to join a new district. This exhibit also compares the fire district
contribution with each jurisdiction's FY21/22 contract amount for emergency services provided

27 Tualatin Valley Fire and Rescue. 2022. https://www.tvfr.com/287/TVFRNewberg
28 https://www.eugene-or.gov/DocumentCenter/View/455/Eugene-Fire-Dept-Merger-Report?bidld=
2 https://www.eugene-or.gov/1112/Phase-3
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by Gresham FES through their respective intergovernmental agreements. Gresham’s costs
would increase by 7 percent relative to the current funding level, while contributions from the
other jurisdictional partners would increase substantially more, from 70 to 79 percent
(Fairview). The table shows that the other jurisdictions have not been paying for services in
proportion to their respective assessed values for their properties.

Exhibit 12: Option 1: Contributions by Jurisdiction for Emergency Services Under New District
Sources: 2019 Gresham Fire Annual Report and City of Gresham 2021-22 FY budget

Current GFES Costs

Potential New Fire

Increase from FY

(FY 2022) District Contribution 21/ 2.2 Cc?ntr.act to

($2.80 per $1,000 AV) Fire District
Gresham $22,883,754 $24,384,672 7%
Fairview $1,240,898 $2,222,420 79%
Troutdale $2,496,640 $4,253,706 70%
Wood Village $504,713 $856,556 70%
Fire District 10 $1,260,646 $1,260,646 0%
TOTAL $29,647,297 $32,978,000

Fire District 10’s current permanent tax rate is $2.85 per $1,000 of assessed value. Fire District

10’s contribution is assumed to remain the same. If Gresham and the other cities were to annex
into FD #10, at the same permanent rate of $2.85 per $1,000 of assessed value, the total revenue
generated would be $35.7 million.

Exhibit 13: Option 2: Potential Contributions by Jurisdiction for Emergency Services Joining FD #10

GFES Budget by

Potential Fire District 10

Increase from FY

Fire District 10 Source Contribution ($2.85 per 21/22 Contract to
(2021 estimate) $1,000 AV) Fire District

Gresham $24,100,000 $26,516,695 10%
Fairview $1,240,050 $2,416,733 95%
Troutdale $2,494,935 $4,625,620 85%
Wood Village $504,369 $931,447 85%
Fire District 10 $1,260,646 $1,260,646 0%
TOTAL $29,600,000 $35,751,141

Summary of Options

To illustrate the relative impact of each revenue structure option, Exhibit 14 shows the property
tax amounts for properties of average value for a single-family household and business in

Gresham.

ECONorthwest
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Exhibit 14: Estimated Annual Property Tax Bill for Fire Service Options, for Single-family and

Commercial Properties of Average Property Value
Source: Fire District 10 Budget, City of Gresham Budget

New Fire District FD #10 Annexation

(Option 1) (Option 2)
Single Family Residence $622 $677
Commercial $4,934 $5,365

Considerations

Below are evaluative considerations for both funding options presented above, followed by a
comparison of policy considerations related to each of the options (Exhibit 14).

Rates under both Options 1 and 2 would edge toward the $10 limit for general
government rates and could eventually result in compression, which would
exacerbate the City’s underlying structural deficit. Further analysis of this will be
needed to understand specific impacts.

Adequacy

Property taxes do not keep up with inflation, which could lead to additional
pressures on GFES or the City of Gresham in future years.

Stability

: : Levies are based on assessed value, so taxpayers owning similarly valued homes
Horizontal Equity - ) ) . :
Are populations with will qontrlbute the same amount through t_he!r.property taxes. The option will cost a
similar median SFH property-owning household significantly more than they are currently
circumstances paying through property taxes and the PFP fee. Two homes with similar real market
SlwlElaeielcy el 8 values may have dramatically different assessed values, creating equity concerns
the option? for revenue tools based on property tax rates.

Some households with higher valued homes may have a greater ability to pay than
Vertical Equity others. However, this may not always be the case, particularly when it comes to

Lol sl el | households living on a fixed income. Thus, the City cannot assume that households
siceielalinar ezt | living in high-value homes have a greater ability to pay than other homeowners,
clolidelicipelcRaERN using only the data on home value. The City may wish to consider further analysis to
those with less? understand the relationship between homeownership type, home value, and
income.

Overall Fairness GFES provides emergency services to four cities and an unincorporated area. The
Al City bears a disproportionate share of funding responsibility for these services. This
disproportionately alternative would spread some of the administrative, overhead, and capital costs to

ggzﬁ)iged ayiie other jurisdictions, which would be fairer to Gresham residents.30

- The City will need to understand the steps involved in the transfer of personnel

Simplicity from GFES to a new fire district. Personnel would likely stay with Public Employee

,'(zt:;l‘;ﬁ’;‘]'%rr‘ fo'ff'C“'t Retirement System. The City may wish to ensure that any economic feasibility

administer? analysis conducted prior to formation of a district will focus on the steps necessary
to transfer personnel and potential impacts to City finances and liabilities.

Other The formation of a new district, while potentially more costly and time-consuming,
Considerations may be preferable. This is because most annexation scenarios tend to involve cities

30 City of Gresham. 2019. Gresham Fire and Emergency Services, 2019 Annual Report. Gresham Fire Department.
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for all.

or territories annexing into a service-providing district, rather than into a district that
they provide services to. On the other hand, Fire District 10 would need to dissolve
or undergo a statutorily required process in order to join a new fire district, which

could add steps to the process. Further, including Fire District 10’s assessed value
in the rate calculation for a new district would result in a lower permanent tax rate

Processes for creating a new fire district or annexing into Fire District 10 are similar. A list of
steps for the implementation of both options is presented in the Appendix. Exhibit 15 below
provides a high-level comparison of the two options, in terms of timing, upfront costs,

initiation, public process, and other implementation steps, governance, and other
considerations. The following information is largely drawn from the Special District Association
of Oregon’s Administrative Handbook, which provides detailed information on district
formation, annexation, management, and best practices.’!

Exhibit 15: Comparison - New District Formation vs. Annexation into Fire District 10

New District Annexation

Statute ORS 478 ORS 198.850 through 198.869
Timing At least 18 to 24 months, with high potential | Likely 18 to 24 months, based on the

for it to take longer, given the multiple experience of the City of Newberg (two

deadlines and hearing requirements (see years).

below under “initiation”). The Special District

Association of Oregon (SDAO) Administrative

Handbook recommends identifying a target

date for formation and working backward

toward key milestones.
Potential Security Deposit: ORS 198.775 requires a Involves most of the same upfront costs
Upfront Costs security deposit to accompany the formation | as the formation of a new district. A

petition (up to $100 per precinct up to a
maximum of $10,000).

Election costs: election costs are usually
determined by the County. These may be
reimbursed by the district if the district
formation is successful.

Analysis: costs related to analysis and
formation of a boundary map.

Public outreach: Community buy-in is
essential for a successful election and could
result in substantial costs for public
outreach and education.

Feasibility study: A study of economic
feasibility is required under ORS 198.749 to
evaluate financial costs and benefits, outline
governance considerations, and address
service levels, funding mechanisms, asset
transfers, debt liabilities, and structure.

feasibility study is not required under
statute but is a recommended best
practice by the Special District
Association of Oregon.

31 https://www.sdao.com/files/5affcd2e1/2022+SD AO+Administrative+Handbook.pdf

ECONorthwest

Page 125 of 143




New District Annexation

Attorney: The Special District Association of
Oregon recommends the engagement of an
attorney familiar with the formation process.

Implementation | Generally, follows four steps, outlined in Same as for formation of a new district,
greater detail in Appendix. although the economic feasibility study is
(1) Evaluation or economic feasibility not required by statute but is instead
study (required under statute) considered a best practice, and initiation
(2) Petition to Multnomah County can happen either by petition of electors
(3) Public Process (voters) or through a board resolution.
(4) Election
Public Process After a petition is filed, a hearing before a After a petition is filed, a hearing before
Requirements county board must occur between 30 - 50 a county board must occur between 30 -
days, and with requirements related to 50 days, and with requirements related
public notice. to public notice.
After the hearing, the county board must Elections must be held both in the
evaluate the petition based on land use annexing district and the territory to be
criteria and may adjust the proposed annexed, on the same day.
boundary.

If the petition will be approved, the county
adopts an order with an announcement that
another hearing will be held in 20 - 50 days.
However, the SDAO handbook advises that
“Those considering forming a district should
note that the hearing process alone will take
between 50 and 100 days to complete and
is subject to the county board’s meeting
schedule.”

An election is required for the formation of a
special district because it involves the
imposition of a new permanent tax rate.
Elections may only occur in May or
November.

After an election, the county board has 30
days to adopt an order approving the district.

Fiscal Effects Formation materials (including permanent Upon entry of an order by the county
tax rate) and a map must be submitted to board confirming annexation, the
the Department of Revenue by March 31 annexed territory assumes all debt
following a county’s final formation order. (bonded or other) of the district, unless a

debt distribution plan is established
Notes to the City of Newberg Comprehensive | under ORS 198.900.
Annual Financial Report for FY 2018-2019

indicate that all operations and capital The annexed territory is subject to the
assets related to the Newberg Fire permanent tax rate limit and other local
Department transferred to the Tualatin option taxes imposed by the annexing

Valley Fire and Rescue as of July 1, 2018.32 district.

32 https://www.newbergoregon.gov/sites/default/files/fileattachments/finance/page/5304/
city_of newberg 2019 _cafr_f inal.pdf

ECONorthwest 22

Page 126 of 143



New District

Annexation

However, it is less clear as to whether
pension liabilities and assets transferred for
current employees and/or retirees. Further
analysis is recommended to ensure that
questions related to pension management
are addressed for the City of Gresham.

ORS 198.608 addresses unfunded
Public Employee Retirement System
(PERS) of districts that are consolidating
or merging, but merely states that
districts affected must enter into a
written agreement that addresses any
unfunded PERS liabilities or surpluses
and deliver the agreement to the PERS
board.

Governance A new district would be governed by a newly | Following annexation, Gresham City
elected board of five directors serving four- Council will have no control or authority
year terms. The directors are elected over the fiduciary management,
through a district-wide vote.33 administration or operation of GFES. The

elected board members of Fire District
10 will assume fiduciary and policy level
control for the provision of fire services
in the fire district service area.

Personnel A consultant report prepared for the City of The Forest Grove report states that

Transfer Forest Grove recommends that cities “transfer of personnel from a city to an

Considerations

“address employee retirement plans in
existence with cities and districts and how
they can be grandfathered or changed to
meet the needs of the new fire district
without unnecessarily negatively impacting
the current employees transferring to the
new fire district.”34

annexing district is outlined in statute.
These statutory provisions should be
reviewed in detail by the district prior to
the initiation of annexation proceedings
to ensure that the rights of all parties will
be protected.”35

33 ORS 478.210

3 https://www.forestgrove-or.gov/sites/default/files/fileattachments/city_council/meeting/packets/5951/cc05-26-

15a.pktreduced.pdf
35 hid.
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5. Streetlights

Current Funding Structure: Streetlight Fund

The City is responsible for the operation and maintenance of 8,000 streetlights on its streets and
roadways, as well as replacement and upgrading as necessary. The City’s budget and planning
for streetlights also accounts for infill projects and the installation of new streetlights. Gresham
has been implementing a large-scale replacement of LED lights to improve energy efficiency
and lower electricity costs,* but there are other options to consider that may improve the long-
term fiscal sustainability of the Streetlight Fund. Ultimately, the purpose of an alternative
revenue source would be to replace the utility license fee revenue for streetlights so that the
entirety of the utility license fee can be directed to the General Fund.

What are the revenue sources that currently fund Gresham streetlights?

Streetlights are funded through a utility license fee on both electricity and natural gas.?” This
license fee is assessed on utility revenues received from Portland General Electric and
Northwest Natural customers in Gresham. In total, the license fee is 10 percent of revenues for
both electricity and natural gas. Of this utility license fee, 1.0 percent of the electric utility
license fee and 1.6 percent of the natural gas utility license fee are used for the Streetlight
Fund.?® In fiscal year 2020-21, City Council increased the fee by 3 percent, with most of the
additional fee directed toward the general fund.* Generally, this revenue source has shown
little change over previous years.

The Streetlight Fund revenues from the utility license fee are around $1.3 million a year,* and
are assessed on a customer base of approximately 24,500 utility accounts. For this analysis it is
estimated that 2,100 of these accounts are commercial business accounts, and the remaining
accounts are split evenly between residential and multifamily accounts.

Other revenue for the Streetlight Fund includes an interest subsidy of approximately $70,000
from a Federal source, and interest revenue, which is budgeted at $57,000 for fiscal year 2021-
224

What limitations in state law or city ordinance are attached to this revenue source?

These funds are to be used to operate and maintain streetlights, as well as develop and pursue
streetlight infill and replacement projects.

% City of Gresham. (2021/2022). Adopted Budget Fiscal year 2021/22. Pg.18, 115.
37 Ibid. pg. 65.

3% Adopted Budget pg. 55.

% Adopted Budget pg. 55.

40 Ibid, pg. 195.

4 Ibid. pg. 65.
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What other jurisdictions use an alternate revenue source?

Streetlights are fee-funded in several cities in Oregon.*? At least five cities, including Salem,
Wilsonville, and Klamath Falls, have a formal streetlight user fee system that funds streetlight
maintenance and operation. Several other cities have a Street Fund paid for by utility fees that is
used for streetlight operations and maintenance as well as other street related maintenance such
as resurfacing and reconstruction of pavement. Some cities assess these user fees on a per
account basis through utility billing, while others have established different rates for each type
of street lighting and each neighborhood within a city. Other metrics that have been used to
determine a rate include square feet of impervious area and property type. Both flat fee systems
and differentiated fee structures are in use across the State.

Revenue Option: Streetlight Utility Fee

This option considers the implementation of a streetlight utility fee paid directly by utility
customers to the City. A fee for this service could free up utility license fees to fund other public
services. The City’s revenue target is $1,310,000 per year, which is the amount of funding for
streetlights from utility license fees. The goal would be to replace the utility license fee revenue
so that it can be returned to the General Fund and help the City with its structural deficit.
Exhibit 16 outlines the three structure options for a streetlight fee that ECONorthwest explored.

Exhibit 16: Structure Options for a Streetlight Fee in Gresham

Description Single-Family Multi-Family  Business
Option 1 A flat monthly fee of $4.46 per $4.46 per account

account. All households and businesses pay the same amount.
Option 2 A higher fee for businesses than

single-family and multifamily, $2.13 $2.13 $10.25

assessed on per door basis.

Option 3 Staggered fee for single-family,
multifamily, and business
properties, assessed on per door
basis.

$4.39 $0.59 $3.08

Option 1: Streetlight Utility Fee Per Account

The most straightforward approach to levying a Streetlight Fee is to apply a flat rate fee to each
utility billing account. As shown in Exhibit 17, using the $1.31 million revenue target as a guide,
a flat fee per utility customer would need to be $4.46 per customer per month. This would be
near the upper range of streetlight fees for Oregon cities. Some cities have implemented a fee

42 City of Gresham. Budget and Finance; City of Salem. 2022. Disposition of streetlight funds. Title VI, Sec.
70A.060. Salem Revised Code.; League of Oregon Cities. (2010). Street and Traffic Lighting Survey of Oregon Cities.
Also see: City of Salem. 2011. Salem Streetlights: Solutions for a Sustainable System. University of Oregon.

In this report, researchers from the University of Oregon discuss the benefits of a streetlight fee.
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reduction program for those who do not own or operate a motor vehicle,* while the City of
Gresham has an ongoing utility assistance program that could be used to support those with
less ability to pay a flat fee.

Exhibit 17: Estimated Streetlight Utility Fee Using a Flat Rate
Source: ECONorthwest

Utility Customer Number of Customers Monthly Fee Annual Revenue
All 24,500 $4.46 $1,310,000
Total 24,500 $1,310,000

Utility Assistance Program#44

On average, the City has provided assistance to 450 accounts per year with this program. All utility
customers in single-family homes making 60 percent of median family income or less are eligible.45
Duplexes and triples under the same income requirements qualify for prorated amounts, and there is
a separate multifamily tenant assistance program that offers support for the PFP fee. To qualify for the
multifamily support the household must be at or below 200 percent of the federal poverty level. The
financial assistance that is available to single-family homes is intended to aid with utility costs and

can cover up to 100 percent of the bill, as well as the PFP fee. The City offers online and paper
application options.

Prior to 2022, slightly more than half of applicants (51 percent) have had a median family income of
$29,000, which places them in the lowest tier of income. Another 30 percent were in the second to
lowest tier with a median family income of $48,350.

Option 2: Streetlight Utility Fee Per Door (Residential and Business)

The Streetlight Fee could be assessed on every utility bill on a per-door basis similarly to the
Police, Fire, and Parks Fee. For most residential accounts this would mean one fee per account,
but for many multifamily accounts there may be multiple units paying the fee. This is a less
common method for assessing this fee, compared to other Oregon cities. In this option, the fee is
differentiated between residential units and business units. For this estimate, Exhibit 18 shows
that we assume that residential single-family units and multifamily units pay the same fee and
make up approximately 41,000 units, while businesses make up the remaining 2,100.

Exhibit 18: Estimated Streetlight Utility Fees for Residential and Business Customers
Source: ECONorthwest Research

Utility Customer Number of ‘Doors’ Monthly Fee Annual Revenue
Business 2,100 $10.25 $258,000
Residential 41,233 $2.13 $1,052,000
Total 43,333 $1,310,000

4 Klamath Falls. (2015). City Ordination Amending Sections 4.710, 4.720 and 4.725 of the City Code Relating to Street

Lighting.

4 Information for this paragraph provided by the City of Gresham.
4 City of Gresham. (2022). Utility Financial Assistance.
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The City could structure this “per door” fee in several ways, other than the method described
above. The City of Salem, for example, elected to have different base rates for single-family and
multifamily units. Within each category, a city could choose to further differentiate and define
unique base rates for each size of unit. In the case of commercial properties, the number of
square feet of impervious surface could be used to approximate the size and usage of
streetlights to determine a rate.

Option 3: Streetlight Utility Fee Per Door (Single-family, Multi-Family and Business)

One potential method for stratifying the per door fee would be to assess a unique base rate for
single-family homes, multifamily residences, and business properties. In this example, the rate
is distributed based on the share of total acreage that each property type represents. Single
family residences make up 37 percent of Gresham'’s acreage, multifamily tax lots represent 5
percent, and business properties (both commercial and industrial) represent 26 percent of the
City’s acreage. This is just one method to proportionally assess a streetlight fee based on use of
streetlights.

Exhibit 19: Estimated Streetlight Utility Fees for Residential and Business Customers
Source: ECONorthwest

Utility Customer Number of ‘Doors’ Monthly Fee  Annual Revenue

Business 2,100 $3.08 $78,000
Single-family 20,617 $4.39 $1,086,000
Multifamily 20,617 $0.59 $147,000
Total 43,333 $1,310,000

Summary of Options

To illustrate the relative impact of each revenue structure option, each option is summarized in
Exhibit 20 for an average valued single-family household and a commercial account in
Gresham.

Exhibit 20: Streetlight Option Costs for an Average Single-family and Commercial User

. SF and Business Rate SF/MF/B Rate
te (Option 1
Flat Rate (Option 1) (Option 2) (Option 3)
Single Family Residence $4.46 $2.13 $4.39
Commercial $4.46 $10.25 $3.08
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Considerations

All options could meet revenue target while keeping the rate comparable to other
Adequacy cities. The City could consider charging more than the base amount to account for
maintenance and reserves.

Fees are straightforward to increase with inflation, and the number of utility
customers has shown little change over recent years. Both options would be stable.

Stability

ledrel R E6 T2 The first option as a flat fee would be the same for everyone, however this may
ACreeliEi s i have a varied impact depending on household income. Those with lower household
similar income may experience greater burden. The second and third options may account
ClfT I for this difference to a certain extent and would ensure that all properties were

similarly burdened by . .
the option? treated the same as others in their property type.

Vertical Equity No option (as structured) accounts for ability to pay. However, the City could expand
LIS ts utility assistance program to cover this fee. This would reduce the burden on
Sieie e lIVACEE A Jow-income households. Basing the rate on square feet of impervious surface may

SIEEEEERIE he another way to allow those with less ability to pay a lower rate.
those with less?

e RG] Those with lower incomes may experience more cost burden under both options,
ACElAseltEEE S but this could be addressed by implementing an assistance program similar to the

disproportionately utility assistance program.
burdened by the

option

. - All options would be relatively simple to implement as the City already has
Simplicity information on utility accounts and ‘doors’ for its PFP fee. If the City wanted to base
SHERIEEIIE the rate on square feet of impervious surface or street frontage, that would require

to explain or to L .
admi’rawister? additional GIS analysis to calculate.

Other These options can be further stratified by property type to account for potential
Considerations differences in ability to pay.

Implementation

The City Council has the ability to implement a new fee using an ordinance. This ordinance
would need to describe the purpose of the fee, the premise, the residences impacted by the fee,
the amount, and the method for billing the fee. The fee options discussed above could be tied to
utility billing similarly to the PFP fee or another method based on streetlight usage could be
developed.

The process for establishing such an ordinance includes review by the City’s Finance
Committee and City Manager, an assessment of budget impact, and public involvement that
gives citizens the opportunity to submit their feedback on the proposed fee. Although the
ordinance process does not require voter approval, public engagement is a critical step in
developing an ordinance that is transparent and accountable to the public. Generally speaking,
for the City to include the revenue in the following fiscal year's budget, an ordinance
implementing the fee would need to be adopted in the spring.
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6. Open Questions and Recommendations

ECONorthwest offers the following recommendations for further analysis and next steps:

=  With further analysis, the City may wish to identify and examine other revenue options
that have been implemented successfully elsewhere—particularly those that could
complement rather than compete with a property tax related option.

The City of Newberg implemented a transportation utility fee in 2017, which
generates $1.2 million for road maintenance. Funding could supplant the utility
license fee revenue that is directed toward Gresham’s Transportation Fund (similar
to the streetlight fee option explored above).

* The City should consider re-examining contracts with the Three Cities to ensure that
costs are fully accounted for in the arrangements. The City of Newberg took multiple
steps to strengthen intergovernmental agreements with Tualatin Valley Fire and Rescue
while working toward a full annexation.

9-1-1 Fee

= The City should consider further analysis of equity related to fee structures, including a
deeper examination of the relationship between household income, homeownership
status, and property value. This will allow for a better understanding of tax or fee
burden and equity.

= Utilization of the fee assistance program appears low when considered as a share of
qualifying households. The City should continue efforts to communicate this
opportunity and to expand access, particularly to families living in multifamily housing.

Fire Districts

= If City Council elects to proceed with annexation, the City should consider early
discussion of annexation considerations with Fire District 10.

* The Special Districts Association of Oregon is an excellent resource for advice and could
potentially offer the City suggestions for consultants or attorneys with experience
regarding district formation or annexation.

* The City should engage an attorney with experience in the formation of special districts
to better understand the steps involved in the transfer of operations, financial assets and
liabilities, and personnel to a new district.

= If the City proceeds toward a district, the economic feasibility analysis required under
statute should include information related to the transfer of pension assets and
liabilities, and staff compensation. The analyses examined in this report did not present
detailed information related to these considerations.
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= Both fire district options will necessitate significant staff time and potential outside
funding resources. Staff time will likely be intense, particularly with regards to public
engagement and the economic feasibility analysis. The feasibility analysis required by
statute under the formation of a new district will likely result in consultant costs.

Streetlight Fee

= Streetlight fees are common, and fees are transparent and easy to understand. Many
other cities in Oregon have streetlight or road maintenance fees that cover streetlight
operations and maintenance.

= The City could investigate several other methods for approximating streetlight usage.
Geographic information system (GIS) and spatial analysis can be used to explore a
staggered fee based on the amount of street frontage for each property type. The same
kind of spatial analysis could be used to estimate square feet of impervious surface or
calculate number of streetlights within a certain range of a property. The City should
consider what metric is most reasonable and feasible for estimating streetlight usage.

* Financial aid for utility fees is only available for single-family homes below a certain
income level. It is assumed that this is because the utility account holder for a
multifamily property is likely the property manager or owner. However, it is unknown
if this cost is passed along to the renter. The City should consider efforts to promote the
opportunity for financial assistance, as well as potentially making similar assistance
available to other types of households.

ECONorthwest 30

Page 134 of 143



Appendix

Below are the steps to form a new fire district and the steps involved for the annexation into an
existing fire district. The best resource for this and other information about special districts is
the Special Districts Association of Oregon’s Administrative Handbook.*¢

Steps to Form a New Fire District

A new rural protection fire district would encompass all of GFES current service area (except
for the current Fire District 10 boundary). The proposed district would be a similar structure to
Tualatin Valley Fire and Rescue in Washington County, which serves both rural and urban
communities. If Fire District 10 were to be included in the boundary, there would be additional
steps related to withdrawal of their territory from the new district.” The formation of the rural
fire protection district could take between 12 to 24 months.

The four general steps® for fire district formation are:

1. Evaluate the Feasibility of a New Fire District.

Establish a working committee to oversee the evaluation process (this could
representatives from GFES, each of the cities, Fire District 10, etc.)

Consider hiring a consultant and/or attorney. Potential partners could include
consultants that specialize in the formation of special districts, in addition to the
Special District Association of Oregon. The committee will need to develop a budget
to cover formation costs and determine how to fund the assistance.

Determine a Preliminary Boundary for the Fire District. The current working
boundary for a proposed fire district encompasses the cities of Gresham, Wood
Village, Troutdale, and Fairview. Determine the assessed value of property values
within the boundary to evaluate whether the new tax rate will be subject to
compression.®

Prepare an Economic Feasibility Statement that describes “the services and
functions to be provided by the district, the relationship of those services to other
existing government services, and a proposed first year and third year line-item

46 The Special Districts Association of Oregon Administrative Handbook 2022 is available to members of the
Association, but staff shared the information with ECONorthwest so that the City of Gresham could learn more
about the steps for Fire District formation or annexation. It can be found online at
https://www.sdao.com/files/5affcd2e1/2022+SDAO+Administrative+Handbook.pdf

47 ORS 478.665

48 Special Districts Association of Oregon Administrative Handbook 2022.
https://www.sdao.com/files/5affcd2e1/2022+SDAO+Administrative+Handbook.pdf
49 ibid
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operating budget for the new district that demonstrates its economic feasibility.”> It
should also cover “services levels, governance, funding mechanisms, asset transfers,

debt liabilities, and structure.”>!

Hold public meetings to gauge support for the proposed district and contact local

agencies with experience forming special districts.

Gain consent from each city for inclusion in the proposed district.

Notify Oregon Department of Revenue, the Multnomah County Assessor, and the

Multnomah County Clerk of the intention to form a new district.

Finalize the Boundary.

- Draft final boundary maps and legal descriptions for the county assessor and

Department of Revenue.

2. File the petition.

Obtain petition from Multnomah County Clerk and circulate petition. The total

time from first signature to final signature may not exceed 180 days (six months).

Identify up to three people to act as chief petitioners.
File a petition for formation:
- The petition®? must include:

The proposed district name and boundary.

The principal act that the district will perform (in this case, fire protection).

The tax rate and the breakdown of total taxes. 53

- In the case of a fire district replacing the GFES service area, a petition for

formation must be signed by not less than fifteen percent of the electors or 100

electors, whichever is the greater, registered in the territory subject to the

petition. >

Obtain resolutions from all of the affected cities.

Initiation and order of the Multnomah County Commission (given that the proposed

district is located entirely within Multnomah County borders).

50 ORS 198.749

51 Forest Grove Fire and Rescue, Oregon Cooperative Services Study. Page 198. https://www .forestgrove-
or.gov/sites/default/files/fileattachments/city _council/meeting/packets/5951/cc05-26-15a.pktreduced.pdf

52 This resource from Lane County provides details on what must go into a special district petition. ECONorthwest

did not find a similar document for Multnomah County.

https://plcdndstatic.civiclive.com/UserFiles/Servers/Server_3585797/File/Government/County%20Departments/Coun

ty%20Administration/Operations/County %20Clerk/Elections/District_Formation_Instructions.pdf
53 ORS 478.155
54 ORS 198.755
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Submit final petition, Economic Feasibility Statement, and security deposit 180 days
prior to election to County Clerk and Surveyor for review.

Draft county resolutions and orders (completed either by county counsel or
committee’s attorney).

3. Conduct Hearings.

If required agencies approve the petition, the County must hold a hearing within 30
to 50 days.

County schedules and holds first and second hearings. ORS 478.155 states that
“when a district containing zones is formed under this section, the first board of
directors of the district, prior to the levy of any ad valorem taxes by the district, shall
provide notice of a public hearing and conduct the hearing as provided in ORS
478.480 (2) and 478.485. After the public hearing required under this section, the
board shall enter an order in its journal stating the percentage of the total amount of
ad valorem taxes of the district that will be collected in each zone. The board may
then determine, make and declare the ad valorem tax levy for each zone.”>

Upon conclusion of the hearing, the county board will further evaluate the petition
according to ORS 199.462.

Upon county approval, hold a final hearing, after which the county enacts the
formation resolution.

4. Hold Election. If the County board approves the petition (as presented or as modified)
and it includes a permanent rate limit for operating taxes for the proposed district, the
county will hold an election in either May or November across the entire boundary of the
proposed formation. ORS 478.155 states that “The boundaries of the zones and the
percentages of taxes collected in each zone that are established for a district under this
section shall be effective until the regular district election in the first odd-numbered year
following the year in which the district is formed.” Voters will decide on the question of
forming the district and establishing a permanent tax rate on the date of the next primary
election or general election for which the filing deadline can be met. The order shall also
state that at such election members of the district board will be voted for.>

Steps to Annex New Territory into an Existing District

An alternative to forming a new district could be for Fire District 10 to annex the rest of the
service area into its existing district. This process is governed by ORS 198.850 through 198.869,
as well as the ORS 478 (the Principal Act for Rural Fire Protection Districts). The most likely

55 ORS 478.155

% District Formation Instructions — ORS Chapter 198.
https://plcdndstatic.civiclive.com/UserFiles/Servers/Server 3585797/File/Government/County%20Departments/Coun

ty%20Administration/Operations/County%20Clerk/Elections/District Formation Instructions.pdf
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method that interested parties could use to initiate annexation of the GFES service area into Fire
District 10 would be through elector petition, similar to the formation of the new district above,
or an initiation by Board resolution. This would require the following general steps:

1. Evaluate feasibility. This is not required by the statute, but the City and its partners
should strongly consider following a similar feasibility evaluation process to the new
district formation above.

2. Initiate annexation: There are two methods for initiating annexation:

Initiation by Board Resolution. Through a resolution, either the district board or the
county board may initiate an annexation.>”

Elector petition: file an annexation petition®® with the county board. Before the
petition is filed, it must be approved by written endorsement by the board of the
affected district (Fire District 10), and by any other agency from which the principal
Act requires approval, which likely means the other jurisdictions that are served by
GFES and will be impacted by the annexation.

3. Hold hearing on Annexation Petition.>® The hearing must occur between 30 and 50
days after the date the petition. At the end of the hearing, the Commission would make
its determination and “adopt findings in support of that determination, [enter] an order
approving the petition, and [call] an election if needed.”® The County Commission must
“consider the local comprehensive plan for the area and any service agreement executed
between a local government and the affected district when determining whether to
approve an annexation petition.”!

57 “The resolution is filed with the county board and must include the following: (a) The intention of the board to

initiate the formation of a district and citing the principal Act. (b) The name and boundaries of the proposed area to
be annexed. (c) The date, time and place of a public hearing on the proposal. If any part of the area to be annexed is
included in a city, the resolution must be accompanied by a certified copy of a resolution from the city approving the
annexation. An annexation initiated by the district board may include an effective date that is not later than 10 years
after the date of the order declaring the annexation.” (Special Districts Association of Oregon Administrative
Handbook 2022: https://www.sdao.com/files/5affcd2e1/2022+SDAO+Administrative+tHandbook.pdf)

%8 The petition must include (among other requirements) names of affected districts and counties, the nature of the
annexation, terms and conditions, a description of the boundaries of the territory proposed to be annexed, and
declaration that the proposed property is within a city and include a copy of the resolution of the governing body of
the city approving the petition to be attached. In the case of the GFES service boundary, the petition would need to be
signed by 100 electors.

59 ORS 198.800 to 198.820

60 Special Districts Association of Oregon Administrative Handbook 2022.
https://www.sdao.com/files/5affcd2e1/2022+SDAO+Administrative+Handbook.pdf

61 ibid
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Include a certified copy of a resolution of the governing body of the city approving
the petition.

4. Hold Election. The County Commission must “order an election in the territory to be
annexed and in the affected district on the same day.” If voters in both elections approve
the annexation, the district board certifies the results of the election to the county board,
which then issues an order of annexation and approves the boundaries of the territory to
be annexed.

5. Annex Territory. “After the date of entry of an order by the county board annexing
territory to a district, the territory annexed becomes subject to the outstanding
indebtedness, bonded or otherwise, of the district in the same manner as the territory
within the district, unless otherwise provided in a debt distribution plan established
under ORS 198.900. The annexed territory also is subject to the permanent rate limit and
any local option taxes imposed by the annexing district.” 62

62 ibid
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Exhibit F /ﬁc}o\r&

7/1/24TO 6/30/25 REAL PROPERTY TAX STATEMENT

Washington County Dept. of Assessment & Taxation * 155 N 1st Ave, Ste 130, MS8 * Hillsboro, OR 97124
Phone: (503) 846-8801

[PROPERTY DESCRIPTION| M A P2si030A 000 | [CODE AREA :023.74 | [ACCOUNT NO: Ra76728 |

SITUS: 10760 SW DERRY DELLCT Mortgage Code: CLG-PTU
LEGAL: DERRY-DELL NO.2, LOT 28, ACRES 0.45

2024-25 CURRENT TAX BY DISTRICT:

NW Regional EducationServices - Perm Rate 30.15
Portland Community College - Perm Rate 55.42
Tigard/Tualatin School District - Local Option 201.29
Tigard/Tualatin School District - Perm Rate 971.81
EDUCATION TAXES: $1,258.67
City of Tigard - Local Option 58.37
City of Tigard - Perm Rate 492,25
Metro Service District - Local Option 19.32
Metro Service District - Perm Rate 18.94
VALUES LAST YEAR THIS YEAR Port of Portland - Perm Rate 13.75
MARKET VALUES: Tigard/Tualatin Aquatic Center - Perm Rate 17.55
LAND 393,090 406,890 Tualatin Soll & Water District - Perm Rate 17.63
STRUCTURE 101,500 127,840 “Tualatin Valley Fire & Rescue - Local Option 90.58
TOTAL RMV 494,590 534,730 ~"Tualatin Valley Fire & Rescue - Perm Rate 298.75
TAXABLE VALUES: Urban Renewal - Tigard Division of Tax 70.73
NET ASSESSED VALUE 195,430 201,290 Washington County - Local Option 138.89
— Washington County - Perm Rate 440.40
GENERAL GOVERNMENT TAXES: $1,677.16
City of Tigard - Bond 67.55
Metro Service District - Bond 76.63
Portland Community College - Bond 75.02
PROPERTY TAXES: $3,439.96 $3,534.68 Tigard/Tualatin School District - Bond 340.26
REMINDER: Please send payments to: ‘ = walf]:'" :/allzy F'rf & geszue -Bond iggi
155 N, 1st Ave Ste 130 S 8 ASMNBtonE aunty e S L
Hillshoro, OR 97124 BONDS AND MISC TAXES: $598.85
Please do not staple or paperclip payment to stub. 2024-25 LEVIED TAX: $3,534.68
(Before Discount)
TAX PAYMENT OPTIONS
(See Insert For Additional Information)
Pay By Discount Net Amount Due
In Full Nov 15, 2024 106.04 $3,428.64
2/3 Nov 15, 2024 47.13 $2,309.33
1/3 Nov 15, 2024 NONE $1,178.23 DELINQUENT TAXES: $0.00
PLEASE INCLUDE STUB TO AVOID DELAVED PROCESSING oL ok $3,428.64
A Tear Here PLEASE DETACH STUB AND RETURN WITH PAYMENT. RETAIN TOP PORTION FOR YOUR RECORDS. SEE BACK OF STATEMENT FOR INSTRUCTIONS. Tear Here 1
WASHINGTON COUNTY, OREGON CCBUNTNO:nisc8

2024-2025 Property Tax Payment Stub

SITUS: 10760 SW DERRY DELL CT

MORTGAGE/SENIOR DEFERRAL TAX STATEMENT REQUEST
Our records indicate that a mortgage company or the Oregon Dept. of Revenue has requested the property tax statement. This usually
means the lender or State of Oregon has agreed to pay the property taxes. If there is not an agreement with your lender or the State of
Oregon to pay the property taxes, then you are responsible for paying property taxes timely.

Make Payable: Washington County

WASHINGTON COUNTY Enter Amount Paid
155 N 1st Ave., Ste 130 MS8 Due Date: Nov 15, 2024
Hillsboro, OR 97124

jyo000147L7?280000342854000023093300002178231
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CLACKAMAS COUNTY OREGON REAL PROPERTY TAX STATEMENT
150 BEAVERCREEK RD. 7/1/2024 to 6/30/2025
SR ANEIR 0 = Tell T Property Location: 10300 SE SUN BURST WAY
503-655-8671 www.clackamas.us/at HAPPY VALLEY. OR 97086
ACCOUNT NO: 05003335 Tax Code Area: 012-149 Acres: 1.02
MAP: 12E27DD03504 Reguested By: MERCURY MORTGAGE CORP
[ 2024 - 2025 CURRENT TAX BY DISTRICT: |
— COM COLL CLACK 493.14
ESD CLACKAMAS 326.51
8805642724 G50440.622441/2+*44****sAUTO5-DIGIT 97086 ggﬂ “&lgn 8&8& TS jéﬁ%
10300 SE SUN BURST WAY EDUCATION TOTAL: X
HAPPY VALLEY OR 97086-6884 CITY HAPPY VALLEY 600.46
T TR L R T e R R TR R LR T CITY HAPPY VALLEY LOC OPT 1,836.64
COUNTY EXTENSION & 4-H ''44.48
= COUNTY LIBRARY 352.93
L@A‘L 0 COUNTY PUBLIC SAFETY LOC OPT 371.19
COUNTY SOIL CONS 44.48
| 92 FD 1 CLACK CO 2,110.54
FD 1 CLACK co LOC OPT 524.51
PORT.OFPTLD 62.34
SP CO SRV 5 LIGHTING 86.00
SRV 3 METRO LOC OPT 56.93
[ vaLues: LASTYEAR _ THIS YEAR| SRY2ZMETROLOCORT 173.99
REAL MARKET VALUES (RMV): 3Eg¢gRRggﬁyrvé%LHAPPY VALLEY 1,3751) gg
sm ,‘;’,f';g ggg'ggg ggg‘ggg VECTOR CONTROL LOC OPT __2522
: . GENERAL GOVERNMENT TOTAL: 10,042.38
RMV TOTAL 1,659,705 TEBIO  + 4 crio el o bt i phoe
ASSESSED VALUE: 979,201 1QBBIEER] | i L b S INARIO SYS ]
SCH NORTH CLACK BOND 2,204.24
SRV 2 METRO BOND __384.00
PROPERTY TAXES: 19,181.88 19,741.53 EXCLUDED FROM LIMIT TOTAL: 3,009.45

THIS IS NOT A TAX BILL IF... your mortgage company is responsible for 2024 - 2025 TAX BEFORE DISCOUNT 19,741.53
paying your taxes. Keep this statement for your records.

If your assessed value has increased more than 3%
this year, please reach out to our office at the number
provided above.

(See back of statement for Instructions)

Payment TAX PAYMENT OPTIONS
Options Date Due __ Discount Allowed Net Amount Due .
FULL  Nov 15,2024 592.25 3% 19,149.28 [ DELINQUENT TAXES: 0.00
2/3 Nov 15, 2024 263.22 2% 12,897.80 TOTAL  (after discount). 19,149.28
1/3 Nov 15, 2024 6,580.52 Delinquent tax amount is included in payment options listed below.
TEAR  PLEASE RETURN THIS PORTION WITH YOUR PAYMENT See hack of statement for instructions R
7-12-24_vi
2024 - 2025 Property Tax Payment Clackamas County, Oregon I ACCOUNT NO: 05003335 |
DISCOUNT IS LOST AFTER DUE DATE & INTEREST MAY APPLY [[] Mellng acress o taxpayer
FULL PAYMENT (Includes 3% Discount) D.UE Nov 15, 2024 19,149.28 name change on back
2/3 PAYMENT  (Includes 2% Discount) DUE Nov 15, 2024 12,897.80
1/3 PAYMENT  (No Discount offered)  DUE Nov 15, 2024 6,580.52 Enter Amount Paid 8
[2]
3
Please make payment to: 4,
T CLACKAMAS COUNTY TAX COLLECTOR
HAPPY VALLEY OR 97086-6884 PO BOX 6100
PORTLAND, OR 97228-6100

0300005003335000191492600012697800000L580525
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CITY OF

GRESHAM

1333 N.W. Eastman Parkway | Gresham, OR 97030
UtilityBilling@GreshamOregon.gov | GreshamOregon.gov

Exhibit G

Account Number: g SRR

Service Period: Nov-1-2024 to Jan-2-2025

Service Address: (NN

Due Date: Jan-22-2025

Amount Due: $381.70

Questions? 503-618-2373
KIMBERLY CARL
Previous Balance: $379.11 Meter # Prev. Read Current Read Usage
Payments - Thank You (Nov-21-2024) -$379.11 i i) 2317 2345 28
$0.00

Beginning Balance

Réslder;ﬂal Services

Billing Units  Amount

Your Water Use History

Water Base $106.22 3%
1 - 34 water units @ $3.67 28 $102.76 30
Wastewater Base $81.76 25
Winter Water Average unlls @ $0.80 27.500 $22.00 2
Stormwater $38.96 s
Police Fire Parks Fee 1 $30.00
Current Charges $381.70 12
Amount Due $381'70 0 Jan Mar May Jul Aug Ocl Jan

2024 2025
1 unit or CCF (hundred cubic feet) = 748 gallons

Para ayuda con su cuenta, llame al: 503-618-2373
3a nomoulblo ¢ onnaToli Balux nnaTtexei aa
KOMMyHanbHble ycnyr 3BoHUTE 503-618-2373

Pay online at greshamoregon.gov/billpay or detach and return this remittance - Please make check payable to CITY of GRESHAM - Allow S days for mailing.

Due Date Amount Due

Service Address
Jan-22-2025 $381.70

Account Number

D New address, phone number or e-mail? Print on back.

Please pay by Jan-22-2025 to avoid a $5.00 late fee and service interruption

KIMBERLY CARL

City of Gresham

P.O. Box 2260
Portland, OR 97208-2260

0194493782000034170984937420000381705
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12-03-2024 Mid-YR BC Mtg Exhibit H

$22,000,000
20,523,711
n
$20,000,000 19,77.5ﬁ5_/
19,05.7V
18,368,531
17,988,747 /l/
$18,000,000 17,603,534 Jai! 17,641,149
,276,888
/>7é>,\ //‘16.8[::),561
$16,000,000 / //“" 16,483,174
\ \ ) 16,164,678
15/804,368 s 14,097 43 ’/—1-;;01508 15,853,858
14,307,264 / 15,254,424
14,117,481
$14,000,000 - — _26.7,5 / =
/ Projected >>>>
4
12,703,296
$12,000,000
GENERAL FUND- Revenue & Expenditures
$10,000,000 \ \
2019-20 2020-21 2021-22 2022-23 2023-24 2024-25 2025-26 2026-27 2027-28 2028-29 2029-30
$12,000,000
Vi
$10,000,000 i
$8,000,000 8,053,312 7,927,657
6,442,284
$6,000,000 - N
FUND- Ending Balance ==
44,000,000
\ 3,322,343
Projected >>>> \
$2,000,000
\429,628
$0 |
2019-20 2020-21 2021-22 2022-23 2023-24 2024-25 2025-26 2026-27 2027-28 2028-29 2029-30
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