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Date: September 30, 2011

To: Members of the Council Subcommittee on Human Services Funding
From: Sue Cutsogeorge, Finance Director, 541-682-5589

Subject: Advance Materials for October 4 Meeting

Attached are documents you’ll be using as resources for next Tuesday’s meeting. Please note
that we’ll be convening in the Bascom Conference Room in the Eugene Public Library from
12:15 to 1:45. At the meeting, subcommittee members will have an opportunity to discuss the
charge, and City staff will make presentations on the materials contained in the packet.
Subcommittee members will have an opportunity to ask questions.

The overall timeline for the effort includes three additional meetings of the Subcommittee
between now and the end of November. As you are aware, the charge of the Subcommittee is
to explore options to secure an increased level of stable and long term funding for human
services in the community.

The attached documents are:

Meeting Agenda

Scope Statement

History of Human Services Funding
Council Goals and Eugene Counts

Multi-Year Financial Plan

SR I

Meeting the Challenge Task Force Report

If you have questions about the materials or there are other ways we can be helpful before we
start, please give me a call at 541-682-5589 or email me at Sue.L.Cutsogeorge@ci.eugene.or.us.
We have an ambitious meeting agenda, and we appreciate your advance preparation to make
our efforts on Tuesday as productive as possible.




AGENDA

Council Subcommittee on Human Services Funding

Eugene Public Library
100 West 10”‘, Bascom Conference Room, 1* Floor
12:15to 1:45 p.m.
Tuesday, October 4, 2011

12:15 to 12:45 p.m. . Subcommittee Charge
All — Discussion of Best and Worst Outcomes

12:45 to 1:00 p.m. I. History and Breadth of Human Services Funding
Stephanie Jennings

1:00 to 1:10 p.m. . Multi-Year Financial Plan
Twylla Miller

1:10 to 1:20 p.m. V. Meeting the Challenge Task Force Report
Twylla Miller

1:20 to 1:45 p.m. VI. Next Steps

Subsequent Meetings
Library — 1* Floor Bascom Conference Room

Tuesday, 10/25, 12:00 to 1:30
Tuesday, 11/8, 12:00 to 1:30
Tuesday, 11/22, 12:00 to 1:30



September 30, 2011

City of Eugene
Council Subcommittee on Human Services Funding
Project Scope Statement

Council Subcommittee Charge: The Council Subcommittee will explore options to secure an
increased level of stable and long term funding for human services in the community. The
subcommittee will produce a report to the full Council (written by staff) that recommends a level
of investment in funding for human services and an on-going funding source adequate to cover
the recommended service level.

As part of this subcommittee, members will review current City funding levels for human ser-
vices and determine the stable funding level into the future. Members can consider regional
aspects of this issue and look at various funding mechanisms including repurposing existing
funding as well as new revenue sources. Additional consideration could be given to how human
service funding aligns with other funding discussions and unmet City needs, such as ambulance
transport funding, parks and recreation operations & maintenance and other items shown in the
Multi-Year Financial Plan.

Membership
1. George Brown 3. Andrea Ortiz
2. Pat Farr 4. Chris Pryor

Timeline: The Council Subcommittee will have four meetings. Meetings are: 10/4 from 12:15
to 1:45; 10/25 from 12:00 to 1:30; 11/4 from 12:00 to 1:30 and 11/25 from 12:00 to 1:30. All
meetings are in the Eugene Public Library, Bascom Room, 1% Floor.

Meeting #1
e Review Subcommittee Charge
e Background Materials:
o History and Breadth of Human Services Funding
0 Multi-Year Financial Plan
0 Meeting the Challenge Task Force
o Next Steps

Meeting #2 and #3
¢ Discussion of committee ideas & recommendations

Meeting #4
¢ Finalize recommendation/report to City Council
Staffing:
Executive Lead: Kristie Hammitt
Staff Lead: Sue Cutsogeorge
Meeting Facilitator: Andy Fernandez
Core Staff Team: Stephanie Jennings; Twylla Miller

Additional Staff as Needed
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Executive Summary

The Eugene-Springfield 2010 Consolidated Plan presents a strategic vision for housing and community
development for the period beginning in July 2010 and ending in June 2015. The goals, strategies, and
activities outlined in the Consolidated Plan are based on priorities identified through an analysis of

community needs and an extensive community outreach process.

The Cities of Eugene and Springfield must complete and adopt a Consolidated Plan every five years in
order to receive Community Development Block Grant (CDBG), HOME Investment Partnership Program
(HOME), and other HUD grants. The purpose of CDBG and HOME is to advance the following statutory

objectives principally for extremely low-income, low-income, and moderate-income residents:

e Provide decent, safe, and affordable housing (CDBG)

e Create suitable living environments (CDBG)

e Expand economic opportunities (CDBG)

e Expand the supply of decent, safe, sanitary, and affordable housing (HOME)

In addition, the Cities of Eugene and Springfield must complete a Consolidated Plan One Year Action
Plan (Action Plan) for each fiscal year within the five-year period. The Action Plan describes the Cities’
annual allocation process and specific uses of HOME and CDBG funds during a specific fiscal year. The
first Action Plan, for fiscal year 2010-2011, is completed and submitted to HUD along with the 2010
Consolidated Plan.

Consultation and Citizen Participation

Staff from the Cities of Eugene and Springfield employed a multi-faceted approach to engaging
community members and other stakeholders in the development of the Consolidated Plan. Staff from the
Lane County Human Services Commission and the Housing and Community Services Agency of Lane
County also provided input info the citizen involvement process. As a part of this process, a needs survey
was conducted for public and private agencies that provide assisted housing, fair housing, health
services, and social services. Representatives from human service agencies, local school districts, parks
providers, utilities, police departments, legal aid services, and libraries were also consulted in the
development of the Plan. These consultations were on-going and occurred at several stages of the Plan’s
development. In addition, staff met with area housing and community development advisory committees
on several occasions and conducted community surveys, stakeholder focus group meetings, general
public meetings, and public hearings over the course of the Plan’s development.

Community Profile and Needs

The Consolidated Plan relies upon an analysis of qualitative and quantitative data in order to identify
housing, homelessness, and community development needs and trends. This picture of need is the basis
of the proposed objectives and outcomes for the 2010 Consolidated Plan. In addition to the US Census
data which provides the foundation for development of the document, the Cities of Eugene and

T T
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Springfield utilized several alternative sources for needs data. These sources included the 2009 United
Way survey, the Oregon Housing and Community Services Special Needs and Affordable Housing Needs
Assessment, Northwest Federation of Community Organizations: 2008 Jobs Gap, and others. A
complete list of data sources utilized in the Plan is included in Appendix C.

In summation, the local economy has declined, resulting in fewer job opportunities and less income for
area households. As a result, there is a significant increase in the number of households who cannot
meet the basic needs for food, shelter, medical care, and transportation. In addition, there are a
growing number of seniors, persons with disabilities, and others who are unable to work. These factors,
combined with a relatively tight housing market, have resulted in a large number of households with
moderate or severe housing cost burdens. A review of noteworthy trends is provided below.

Population Growth

While the overall population of Eugene and Springfield continues to grow modestly at an annual
projected population growth rate of slightly less than 1%, there are noteworthy changes in resident
characteristics. The total population of Eugene and Springfield was 215,185 in 2009.

Age Distribution

The population of Eugene and Springfield is aging. Persons 45 years and older made up 36.4% of the
total population in 2007, compared to 32.8% in 2000. Longer life expectancies account for a
significant portion of this shift.

Racial and Ethnic Composition

Eugene and Springfield are becoming more racially and ethnically diverse. In 2007, the population was
83.5% White and 16.5% Hispanic/Latino and/or minority.  Between 2000 and 2007, the
Hispanic/Latino population increased over 40%, while the non-Hispanic/Latino minority population
increased nearly 20%. Local school district data suggests that the minority and Hispanic/Latino
population may be closer to 23% of the total population.

Household Composition

While family households still make up the largest percentage of households (55%) in both jurisdictions,
there has been a significant increase in single person households (up 17.4%) between 2000 and 2007.
Springfield also experienced a notable increase in the number of elderly households (up 17.4%) during
the same period.

Income and Poverty

The Lane County Median Family Income in 2009 was $57,200. Lane County’s average wage is only
88% of the Oregon statewide average wage and less than 80% of the US average annual wage. Poverty
rates in the cities of Eugene and Springfield have climbed over the past 40 years, rising from 10.9% of
the total population in 1969 to 19.3% in 2007. In 2007, Eugene had a poverty rate of 19.7% while
Springfield’s rate was 18.5%. According to the 2009 United Way of Lane County Community
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Assessment, 18% of all households surveyed are between 100-200% of the federal poverty guideline,
making them ineligible for many services but leaving them without adequate income to meet their
families” basic needs. For the 2009-2010 school year, 50% of students in the three school districts
serving the cities of Eugene and Springfield were enrolled in free and reduced-price meals programs.

Persons with Disabilities

In 2007, a total of 31,700 people over the age of 5 had some disability, corresponding to almost 17%
of the population over the age of 5. This figure is similar to the percentage of the population statewide
with disabilities.  Of those with disabilities in the cities of Eugene and Springfield, 31% are sensory, 56%
physical, 44% mental, 17% self-care, 29% go-outside-home, and 34% employment. Persons may report
more than one disability.

Persons experiencing Homelessness

The 2009 One-Night Homeless Count identified 2,232 homeless persons in 1,743 households. Of the
total, 60% of the homeless households (993) were unsheltered; the remainder was housed in emergency
shelters, transitional shelters, or motels. Twenty-two percent (22%) of homeless persons were identified as
being chronically homeless, representing a 9% increase since 2008. Preliminary results of the 2010
One-Night Homeless Count indicate a sharp increase in the number of homeless people counted (up
48%) as well as a doubling of unsheltered individuals.

Persons with Special Needs who are not Homeless

Limited data exists specific to non-homeless special needs populations in the cities of Eugene and
Springfield.  Countywide estimates available from the State of Oregon suggest that there are
approximately 500 released offenders, 300 people living with HIV/AIDS, 150 victims of domestic
violence, and upwards of 6,000 persons with drug and/or alcohol addiction living in Lane County who
may have special needs for housing and supportive services.

Employment and Economy

Unemployment rates in Lane County rose sharply in 2008 and 2009. In March 2009, the Lane County
unemployment rate reached 13.5%, the highest rate since 1983. The latest economic downturn has
seen continuing declines in manufacturing, a trend spanning more than 30 years. In 2007, relatively
high-paying employment in the manufacturing sector constituted only 13% of all jobs in Lane County;
that number has dropped even further as a result of the current recession. At the same time, the retail-
service sector, an economic sector that pays significantly lower wages than manufacturing wages, has
grown rapidly. In 2007, 61% of all jobs in Lane County paid less than the average wage for Lane
County ($34,328).

According to the 2009 Lane County United Way Community Assessment, 30% of all respondents
reported someone in their household not being able to find work; this measure of the difficulty of finding
employment is higher than in any previous Community Assessment.
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Housing Units and Tenure

Together, Eugene and Springfield contain more than 90,400 housing units. The balance between unit
types has remained relatively stable since 1990, with single-family units accounting for 62% of the total,
multi-family units for 32%, and the remainder in mobile/manufactured homes. The data also indicates
that the majority of units available to renters are two-bedroom units; only 11% of all units have three
bedrooms that might be available to large rental households. About 53% of the 90,400 housing units in
the two cities are owner-occupied, while 47% are renter-occupied. The rate of homeownership in
Springfield is 55% compared to 52% in Eugene.

Public and Assisted Housing

The Housing and Community Services Agency of Lane County (HACSA) serves as the housing authority
for the Cities of Eugene and Springfield and Lane County. HACSA owns, manages, and maintains
1,363 units of low-income housing in Lane County, of which 708 are public housing units. HACSA also
administers the HUD Section 8 Housing Programs and manages the Low-Income Weatherization
Program. As of December 2009, over 3,000 Lane County families are on HACSA’s combined housing
waiting list. Over half of the families on the waiting list have children, 35% are disabled, and 7% are
elderly. Nearly 20% are Hispanic/Latino and/or a minority. The average waiting time is approximately
18 months.

A variety of assisted housing developments are currently available and serving low-income persons in the
Cities of Eugene and Springfield. There are a total of 4087 assisted housing units in 119 developments
in both Cities including projects subsidized with Section 8, Low-Income Housing Tax Credits, or other
project-based subsidies Eugene has a total of 3,288 units in 87 developments and Springfield has 838
units in 32 developments.

A total of 1136 units in 25 developments are subsidized through Section 8 or Section 202 contracts with
HUD. These units make up 28% of all assisted housing units in Eugene and Springfield. All contracts
are scheduled to expire between 2010 and 2015, however many developments are associated with
nonprofit affordable housing organizations that will seek renewal of contracts.

Housing Costs and Availability

Housing costs in the Eugene-Springfield area have risen sharply over the past 20 years, forcing many
households to pay more for housing than is affordable. The cost of housing is generally considered to be
affordable when it equals no more than 30% of household income, including utility costs; households
paying more than 30% of household income are considered to have a ‘housing cost burden.” In the
cities of Eugene and Springfield, more than one-quarter (26.1%) of all homeowners and nearly half
(47%) of all renters have a housing cost burden. Vacancy rates in the area have remained relatively low
but rose to 4.2% for apartment units and as high as 10% - 12% for single family homes in fall 2009.

Housing Conditions and Lead Based Paint

Within the cities of Eugene and Springfield, two-thirds of the housing stock was built before 1980 and
may be in need of building rehabilitation to bring units up to modern standards. Given the age of the
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housing stock, it is estimated that approximately 15,236 housing units in the cities of Eugene and
Springfield may pose a lead-based paint hazard to residents.

Despite the age of the housing stock, the physical condition of housing in the Eugene-Springfield area is
generally good, as there are relatively few housing units in the area that are considered substandard
according to HUD (i.e. lacking complete plumbing facilities, heat source, or kitchen and/or in need of
exterior repairs, such as roof, siding, or foundation) relative to the number of all housing units. Although
there is no data available to determine how many of the substandard units are occupied by low-income
households, it can be surmised that a substantial percentage of the occupants are low-income, either
because, as owners, they lack resources to maintain their homes’ critical structural elements or because,
as renters, they cannot afford a unit that is in standard condition.

Goals, Obijectives, Strategies, and Outcomes

The assessment of needs and Consolidated Plan process has led to an emphasis on goals, objectives,
strategies, and outcomes to meet the basic needs of low- and moderate-income households, including
social services, housing, and jobs over the next five years. The goals, objectives, and strategies listed on
the following pages will guide the implementation of the Consolidated Plan for the years 2010 through
2015.

Affordable Housing Objectives

Affordable housing goals, objectives, strategies, and outcomes are intended to address HUD program
objectives to provide decent, safe, and affordable housing; create suitable living environments; and
promote economic opportunities within the community. A total of five affordable housing goals are
included in the Consolidated Plan:

1) Increase the supply of affordable housing The housing affordability challenges and overall vacancy

show that it is necessary to continue to add units to the stock of affordable housing. The Cities of Eugene
and Springfield use a combination of HOME and CDBG funds for land and development subsidies for
new construction of affordable housing.

2) Conserve and improve existing affordable owner and renter housing stock In addition to adding units,

continued efforts are necessary to preserve existing rental and ownership housing for low-income
persons. The Cities of Eugene and Springfield use a combination of HOME and CDBG funds for this
purpose. The City of Eugene operates a Housing Revolving Loan Pool with CDBG funds for rental
rehabilitation and owner rehabilitation loans. Both Cities use funds to provide assistance for minor home
repairs and accessibility improvements.

3) Increase opportunities for low- and moderate-income households to become and remain homeowners

Both the Cities of Eugene and Springfield operate downpayment assistance programs to help low-income
persons become homeowners. The assistance received by each household is modest but plays a critical
role in enabling them to become homeowners. In addition, the units vacated by households receiving
homebuyer assistance become available to other renters. As part of efforts to affirmatively further fair
housing, the Cities of Eugene and Springfield work together to enhance homeownership opportunities
persons of minority race and ethnicity.
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4) Increase opportunities for low- and moderate-income households to become and remain renters — The

City of Springfield provides rental assistance to low-income persons to enable them to become or remain

renters.

5) Remove barriers to affordable and supportive housing — Both the Cities of Eugene and Springfield seek

opportunities to affirmatively further fair housing and also raise awareness of the housing needs of low-
and moderate-income persons, so these needs may be considered in the development of related policies
and regulations.

Community Development Obijectives

Community development goals, objectives, strategies, and outcomes are intended to satisfy HUD
program objectives by providing human services; creating jobs; improving access to public facilities; and
furthering neighborhood revitalization, planning, and community-building activities. A total of four
community development goals are included in the Consolidated Plan:

1) Support a human services delivery system that helps low- and moderate-income persons achieve

dignity, well-being, and self-sufficiency The Cities of Eugene and Springfield collaborate with Lane

County to fund human service providers. This collaborative funding model uses available federal, state,
and local funds to efficiently support local agencies. The Human Services Commission is the
intergovernmental body that guides the use of funds and oversees the activities of agencies receiving
funds. In addition, both the Cities of Eugene and Springfield provide capital grants for public facilities
operated primarily by nonprofit service providers. In accordance with CDBG regulations, facilities that
are designed for use in providing temporary shelter for persons having special needs are also considered
to be public facilities and are included in the public facilities category.

2) Provide economic development and diversification through the creation of jobs The Cities of Eugene

and Springfield will use CDBG funds to undertake economic development activities resulting in job
creation for low- and moderate income households. The City of Eugene’s Business Development Fund
will continue to provide loans to local businesses resulting in job creation or retention. This Fund
operates primarily with program income from previous business loans. The City of Springfield recently
initiated a similar program to provide loans to local businesses and will continue to provide such loans
during the Plan period. Both Eugene and Springfield expect to continue support of microenterprise
training for low- and moderate-income persons as a public service.

3) Improve accessibility to public facilities Both the Cities of Eugene and Springfield expect to make some

capital improvements to remove barriers to accessibility in public buildings and infrastructure in
accordance with CDBG regulations.  The City of Eugene has identified a continued need for
reconstruction and installation of curb ramps in existing sidewalks, retrofits of existing traffic signals to
include Accessible Pedestrian Devices, and barrier removal in city facilities.  Given the overall
prioritization of needs, both the Cities of Eugene and Springfield expect to make modest investments in
this area.

4) Make strategic investments to improve low-income neighborhoods and other areas exhibiting

conditions of slums and blight Both the Cities of Eugene and Springfield will consider strategic

investments in capital improvement projects serving eligible areas. Such projects may include park
improvements, public infrastructure, and other facilities.
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Introduction

The Multi-Year Financial Plan (MYFP) is an annual compilation of significant unfunded financial challenges
and opportunities that the City of Eugene is expected to encounter over the next six years. The MYFP is a
practical tool to assist strategic thinking and planning.

The 2012-17 MYFP lists fifty individual items. The majority of these items include estimated unfunded costs,
but several items are placeholders with as-yet-to-be determined costs. If all those items with estimated costs
were funded they would total about $281 million over the next six years. Given the status of the economy in
recent years, along with significant needs facing our governmental partners and the length of time and process
needed to implement new revenue sources, it is unlikely that the City will be able to fully fund all of the items
in the MYFP. Therefore, it is recommended that certain items be designated as the highest priority for funding
in the near-term.

In this draft plan, nine items are recommended for highest funding priority. If these highest priority items were
totally funded, costs would total about $134 million over six years. The additional items, if fully funded, would

total an additional $147 million (not including placeholder items). Altogether, current estimates for all items
with estimated costs would total $281 million over six years.

What the Multi-Year Financial Plan Does

The MYFP is intended to provide a number of important benefits.

e Linking of Council Goals process, many separate planning and facility management documents, General
Fund Forecast and other fund forecasts.

e Making the best use of available election dates.

e Better strategic, long-range planning.

e Understanding of operational impacts of capital expenditures and maintenance-deferral decisions.
e Provision of a better framework for the budget process and Capital Improvement Program.
e Maintenance of a comprehensive inventory of unfunded challenges and opportunities.

e Allowance of more time to prepare for expected problems.

e Creation of an advanced detection system for funding “gaps” and likely fiscal challenges.
e Facilitation of an organizational culture for “thinking ahead”.

e Understanding and weighing alternative uses for the City’s available financial resources.

e Help to accomplish Council’s goal of “Fair, Stable and Adequate Financial Resources”.

e Evaluation of the need for possible new revenue.

e Providing direction to staff on where to focus their efforts.

Multi-Year Financial Plan FY12-17 Page 1



Recommended Prioritization

In light of limitations of financial resources and the many unfunded needs identified in the MYFP, choices must
be made about which items to focus on over the next several years. Items recommended for high priority
treatment are based on several considerations including: the level of commitment the City may already have
regarding a particular item; judgment about the level of new funding that the community might be willing to
discuss and approve over the near future; preservation of prior City investments in infrastructure and facilities;
the potential impact of funding or not funding on core City services; and the ability of the City to sustainably
fund an item over time. These recommendations are a starting point for discussion by Executive Managers,
Budget Committee, City Council and citizens, and subsequent budgetary and election sequencing decisions.

Summary of Recommended Highest Priority Items

The following items are recommended for highest priority consideration. Detailed information on each of these
items is included in this document.

Note: Amounts shown are in $1,000s.

Plan Service Title Brief Description Total
Category Category Unfunded
Need
General General General Fund Resources needed to continue General Funded services over the 26,113
Fund Fund next six years.
Shortfall
Continuing Emergency | Ambulance The Ambulance Transport Fund is currently operating at an 7,843
Current Medical/Fire | Transport Fund | annual financial deficit, primarily due to reduced levels of
Services Services Shortfall reimbursement from Medicare and Medicaid.
Parking Parking Fund The Parking Fund forecast shows that the fund will not have the | 3,475
Stabilization resources for $3.4 million in capital major maintenance projects
scheduled in the CIP for FY13 through FY15. Parking program
staff has identified rate changes and additional operating
efficiencies in the fund forecast, but these actions will not to fully
eliminate the projected shortfall.
Preserving Parks and Parks & Open The voter-approved increase in the park and natural area system 12,000
and Open Space | Space in recent years has resulted a rapidly growing number of assets
Maintaining Maintenance & | without sufficient funding to maintain these assets
Existing Operations
Assets Capacity
Public Deferred This item is for unfunded General Fund building maintenance 14,416
Buildings & | Maintenance needs. This estimate assumes that building capital preservation
Facilities resources are increased by $100,000 per year through FY17.
These unfunded costs do not include deferred maintenance costs
for current City Hall; those costs will be accommodated within
the City Hall project funding.
Echo This item will fund major repair or replacement of pool water 2,500
Hollow/Sheldon | supply piping and gutter drain systems pools and stabilization of
Pool Systems deteriorating pool shells at Echo Hollow and Sheldon Pools.
Preservation

Multi-Year Financial Plan FY12-17
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Plan Service Title Brief Description Total
Category Category Unfunded
Need
Preserving Transpor- Pavement The 2010 Pavement Management Report listed the City's backlog | 64,450
and tation Preservation | of needed pavement preservation projects at over $150 million. In
Maintaining Backlog May 2007, the Council Subcommittee on Transportation Funding
Existing Solutions recommended a total yearly pavement preservation
Assets funding target of $18 million. Unfunded amount shown is net of
local motor vehicle fuel tax revenue, Transportation SDC
reimbursement revenue, and 2008 Street Bond revenue. The Street
Bond expires in FY14.
Implementing | Metro and Envision The purpose of Envision Eugene is to develop a comprehensive 1,500
Adopted Community | Eugene — set of growth strategies to meet the city's 20 year land needs.
Plans or Planning Technical There will be a need for substantial technical assistance to develop
Policies Work these future implementation measures. This item doesn’t include
funding for as yet undetermined projects to implement the plan.
Municipal Jail Bed This item will support the addition of 10 ongoing jail beds 1,855
Court Additions dedicated for housing Eugene Municipal Court offenders. Costs
include leasing 10 beds located within the Springfield Jail facility,
contractual court appointed attorney time, contractual city
prosecutor time and related staff time. The jail beds will support
the Downtown Safety Initiative and associated initiatives for
adding police officers. One-time funding of $350,000 is provided
in FY12.
Total 134,152

How the Multi-Year Financial Plan is Assembled

Each year, City departments identify significant unfunded opportunities and challenges that may arise within
the next six years. Items may be for service or capital purposes. They may be based on a city goal or policy, or
a report or plan. To be included in the MYFP an individual item must have an unfunded cost of at least
$250,000 in any one year of the six-year period. Placeholder projects with a significant but undetermined
unfunded cost that is likely to be $250,000 or more in any year may be included.

The compiled items are then reviewed and discussed by the Executive Managers, who make a final
determination on which items will be included and which will be prioritized.

Coordination with the Capital Improvement Program

The Capital Improvement Program and the MYFP are closely coordinated but have different uses. The CIP is
formally adopted by the City Council, and provides the basis for preparation of the City’s Capital Budget for the
following two years. It also serves as a long-term planning tool for unfunded small or large capital projects.

The MYFP is presented by the City’s Executive Managers and is not formally adopted. It serves as a
comprehensive, flexible planning resource and tool to support strategic thinking and planning for a range of
unfunded capital and non-capital needs. The MYFP includes non-capital items as well as items with capital
costs. Capital projects proposed for funding in the CIP may have associated unfunded costs for operations or
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preservation & maintenance shown. Unfunded costs for capital projects in the CIP may also appear in the
MYFP.

The Capital Improvement Program document contains information that supplements the information in the
MYFP. That document includes descriptions of specific plans, processes, funding sources and restrictions
associated with capital projects, a summary of the City’s Financial Management Goals and Policies that apply
to capital projects and a review of the City’s debt capacity and debt policies.

How Items are Presented in the MYFP

The items recommended for highest funding priority each are presented with full details. In an effort to focus
and reduce the length of the document, the remaining items are presented in a table form with summary
descriptions and summed annual estimated unfunded costs. Additional details can be provided about any of
these other items upon request.

All items fall within five general plan categories.
1. Continuing Current Services
2. Preserving and Maintaining Existing Assets
3. Achieving Efficiencies or Long Term Cost Savings
4. Implementing Adopted Plans or Policies
5. Improved or Expanded Services Not Part of an Adopted Plan
Within each plan category items are organized more specifically by service category.

Unfunded costs for each year are shown for each item, net of any potential revenue or savings that would be
expected. Three types of costs may be shown:

e Capital costs are those costs that would be incurred by a capital project, which is the acquisition or
extension of the useful life of a fixed asset with a life expectancy greater than one year.

e Facility Operating costs is the costs of operating a building, site improvement or other fixed asset.
This usually includes ongoing maintenance costs and the cost of utilities servicing the asset. Some
minimum level of facility costs is unavoidable for every City asset. New capital projects imply
additional facility costs.

e Program Operating costs include the cost of performing program activity and delivering the
particular City services. New or continuing program costs may or may not be associated with capital
projects and facility costs.
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General Fund Shortfall

Service Category: Governmental Services

General Fund Shortfall

Project Description: The General Fund Six Year Financial Forecast provides estimates of future
resources that will be available for operating expenditures. The unfunded amounts shown are the amounts
needed to get to a structural balance where revenues equal or exceed expenditures and there is an 8%
Reserve for Revenue Shortfall by FY17.

Project Status: Not Started - In 2007-12, 2008-13, 2009-14, 2010-15, 2012-17 MYFP.

Estimated Costs ($ in thousands)

2012 2013 2014 2015 2016 2017 Total
Funding Not Identified
Operating: Program
General - 5,000 5,105 5,222 5,337 5,449 $26,113
Total $0 $5,000 $5,105  $5,222  $5,337 $5,449 $26,113

Neighborhood: Citywide
Ward: Citywide
Specific Plans/Policies Related to this Project:

Financial Management Goals and Policies
Fund Forecast

Looking south over downtown Eugene on a rare
snowy evening.
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Continuing Current Services

Service Category: Emergency Medical/Fire Svcs

Ambulance Transport Fund Shortfall

Project Description: The Ambulance Transport Fund is currently operating at an annual financial deficit,
primarily due to reduced levels of reimbursement from Medicare and Medicaid. These account for about
65% of current transports and the fund is not fully recovering costs. The federal Balanced Budget Act of
1997 shifted much of the financial burden for covered patient transports from the federal government to
local providers. The Medicare Modernization Act of 2003 further reduced reimbursements. Medicare HMO
capitated payments pay only about half of the standard fee and federal law does not allow billing the patient
beyond what is allowable under Medicare and Medicaid. The fund also provides transport services to other
patients who are unable to pay. A large portion of these unpaid accounts is sent to collections, but only
about 3% is recovered. Additionally, current law states patients must be notified of the cost of the
ambulance transport prior to the service being rendered, thus reducing transport call volume due to those
choosing to be transported by private vehicle. In late FY09, ambulance transport rates were increased,
which temporarily balanced the fund. The fund's FY10 capital contribution of approximately $330,000
towards the Medic Unit replacement was waived in order to balance the fund. The General Fund provided a
$450,000 subsidy to this fund in FY11 to contribute to ambulance replacement and the FY12 proposed
budget is expected to include a $685,300 subsidy in FY12 which will allow a fleet replacement contribution.
Future year's shortfall projections include the annual contributions to Medic Unit replacement.

Project Status: Not Started - In 2009-14, 2010-15, 2012-17 MYFP.

Estimated Costs (3 in thousands)

2012 2013 2014 2015 2016 2017 Total
Funding Not Identified
Operating: Program
General - 355 1,290 1,670 2,064 2,464 $7,843
Total $0 $355 $1,290 $1,670 $2,064 $2,464 $7,843

Neighborhood: Citywide Ambulance Transport Fund

Ward: Citywide Projected Ending Balance FY12-17
$1,000,000

Specific Plans/Policies Related to this Project: SBOO'OZZ \

Ambulance Transport Fund Study Eogamon \

Fire & EMS Standards of Response Coverage T \

Fire & EMS Strategic Plan 2008-2011 $1500,000 N

62,000,000 \
-$2,500,000

-$3,000,000

FY12 FY13 FY14 FY15 FY16 FY17

The Ambulance Transport Fund balance will be
exhausted in FY12 and significant annual shortfalls
are projected in future years.
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Continuing Current Services

Service Category: Parking

Parking Fund Stabilization

Project Description: The Parking Fund forecast shows that the fund will not have enough resources for
$3.4 million in capital major maintenance projects scheduled in the CIP for FY13 through FY15. As a result
some of these projects may be delayed until funding is available. Parking program staff has identified rate
changes and additional operating efficiencies and these are reflected in the fund forecast.

Project Status: Not Started - New in 2012-17 MYFP.

Estimated Costs ($ in thousands)

2012 2013 2014 2015 2016 2017
Funding Not Identified
Capital
Parking - 2,423 215 837 - -
Total $0 $2,423 $215 $837 $0 $0

Total

$3,475

$3,475

Neighborhood: Citywide
Ward: Citywide
Specific Plans/Policies Related to this Project:

Facility Condition Reports
Financial Management Goals and Policies

Ork{

eparkeugene.com
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Preserving and Maintaining Existing Assets

Service Category: Parks and Open Space

Parks & Open Space Maintenance & Operations Capacity

Project Description: Over the past 12 years, Eugene’s park and natural area system has benefited from a
tremendous amount of community support through the passage of two voter-approved park bond measures
and a successful donations program, as well as funding from parks System Development Charges (SDCs).
These dollars have brought lasting changes to Eugene’s landscape including new parks in 17
neighborhoods, expanded and increased connectivity among Eugene’s natural areas, and future park sites
ready for a growing community. Although Eugene’s park and natural area system has increased
significantly in just over a decade, the operations and maintenance (O&M) resources needed to maintain
these assets have not kept pace with this growth.

The large addition of assets to the park and natural area system without the sufficient O&M funding to
maintain these assets has put a strain on the park system. In recent years, POS has been deferring

maintenance throughout the system by spreading resources over a much larger area, the result being a
rapidly growing number of assets across the system getting less and less attention.

Project Status: Not Started - In 2007-12, 2008-13, 2009-14, 2010-15, 2012-17 MYFP.

Estimated Costs ($ in thousands)

2012 2013 2014 2015 2016 2017 Total
Funding Not Identified
Operating: Program
General 2,000 2,000 2,000 2,000 2,000 2,000 $12,000
Total $2,000 $2,000 $2,000 $2,000 $2,000 $2,000 $12,000

Neighborhood: Citywide

Ward: Citywide

Specific Plans/Policies Related to this Project:
PROS Comprehensive Plan

The need for park & open space maintenance has
grown significantly.
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Preserving and Maintaining Existing Assets

Service Category: Public Buildings & Facilities

Deferred Maintenance

Project Description: The City has made progress in addressing deferred maintenance in General Fund
buildings. However if the General Fund capital budget continues at present levels, approximately $20.5
million in unfunded maintenance needs will remain by FY17. This estimate assumes that building capital
preservation resources are increased by $100,000 per year through FY17; the amounts shown reflect the
net unfunded level of deferred maintenance. These unfunded deferred maintenance costs do not include
the current City Hall. This item assumes deferred costs of maintenance on City Hall will be accomodated
within the City Hall project funding.

Project Status: Not Started - In 2006-11, 2008-13, 2010-15, 2012-17 CIP. In 2007-12, 2008-13,
2009-14, 2010-15, 2012-17 MYFP.

Estimated Costs (3 in thousands)

2012 2013 2014 2015 2016 2017 Total
Funding Not Identified
Capital
General 2,308 2,345 2,383 2,421 2,460 2,499 $14,416
Total $2,308 $2,345 $2,383  $2,421  $2,460 $2,499 $14,416

This project is included in the 2012-17 Capital Improvement Program.

Neighborhood: Citywide

Ward: Citywide

Specific Plans/Policies Related to this Project:
Facility Condition Reports
Financial Management Goals and Policies

The Peterson Barn Community Center is just one of
113 buildings and structures totaling nearly 902,000
square feet, with a replacement value of nearly $190
million, that is maintained by the General Fund.
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Preserving and Maintaining Existing Assets

Service Category: Public Buildings & Facilities

Echo Hollow/Sheldon Pool Systems Preservation

Project Description: Major repair/replacement of pool water supply piping and gutter drain systems at
Echo Hollow and Sheldon pools and stabilization of deteriorating pool shells. Funding requested by FY14,
with construction by FY15. The 2004 Facility Condition Report identified approximately $700,000 for pool
shell deck and piping repairs at Echo Hollow Pool as emerging deficiencies. An engineering analysis at
Sheldon Pool completed in 2007 identified $1,151,000 for complete replacement of pool piping, gutter
drainage, and treatment systems to current code. Combined figures have been adjusted for inflation.

Project Status: Not Started - In 2008-13, 2009-14, 2010-15, 2012-17 CIP & MYFP.

Estimated Costs ($ in thousands)

2012 2013 2014 2015 2016 2017 Total
Funding Not Identified
Capital
General - - 500 2,000 - - $2,500
Total $0 $0 $500  $2,000 $0 $0 $2,500

This project is included in the 2012-17 Capital Improvement Program.

Neighborhood: Multiple Neighborhoods

Ward: Multiple Wards

Specific Plans/Policies Related to this Project:
Council Goal - Arts & Outdoors

Facility Condition Reports

Financial Management Goals and Policies
Sheldon Pool Conceptual Master Plan

Echo Hollow Pool
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Preserving and Maintaining Existing Assets

Service Category: Transportation

Pavement Preservation Program - Funding for Project Backlog
Project Description: The 2010 Pavement Management Report listed the City's backlog of needed
pavement preservation projects at over $150 million. In May 2007, the Council Subcommittee on
Transportation Funding Solutions recommended a total yearly pavement preservation funding target of $18
million. Unfunded amount shown is net of local motor vehicle fuel tax revenue, Transportation SDC
reimbursement revenue, and 2008 Street Bond revenue. The Street Bond expires in FY14

Project Status: In Progress - Included in 2008-13, 2010-15, 2012-17 CIP. In 2007-12, 2008-13,
2009-14, 2010-15, 2012-17 MYFP.

Estimated Costs (3 in thousands)

2012 2013 2014 2015 2016 2017 Total
Funding Not Identified
Capital
Pavement Preservation Capital 7,260 7,030 6,660 14,500 14,500 14,500 $64,450
Total $7,260 $7,030 $6,660 $14,500 $14,500 $14,500 $64,450

This project is included in the 2012-17 Capital Improvement Program.

Neighborhood: Citywide

Ward: Citywide

Specific Plans/Policies Related to this Project:
Council Goal - Transportation Initiative
Pavement Management Program

TransPlan

Capital pavement overlay project in progress.
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Implementing Adopted Plans or Policies

Service Category: Metro and Community Planning

Envision Eugene - Technical Work

Project Description: The City recently completed the Eugene Comprehensive Lands Assessment (ECLA)
project in accordance with HB 3337. That work provided a determination of the city's residential,
commercial, industrial and non-economic land supply and estimated land needs over the next 20 years.
With that information as its starting point, the Envision Eugene project commenced in 2010. The purpose
of Envision Eugene is to develop a comprehensive set of growth strategies to meet the city's 20 year land
needs. These strategies will eventually be formally adopted by the City Council. It is expected that many of
these strategies will include implementation measures which are projected to be prepared over the coming
years. These implementation measures are anticipated to make up a substantial portion of the City's future
work programs. While most of this work is expected to be accomplished with existing City resources, there
will be a need for substantial technical assistance to develop these future implementation measures. The
estimated funding shown in this proposal represents the funding necessary to support those additional
technical needs. On May 9, 2011, City Council adopted the Envision Eugene Pillars, Strategies and Tactics
document. This will be followed by a distribution and outreach effort, a public hearing and final City Council
action scheduled for April, 2011. Technical work in support of Envision Eugene will continue concurrently
with this public outreach information effort. The City Manager will return to Council with a recommendation
on housing mix. Discussion on potential UGB expansion will follow if necessary. Costs of projects to
implement the final Envision Eugene program are not yet known and will be in addition to the technical
costs shown here.

Project Status: In Progress - New in 2012-17 MYFP.

Estimated Costs ($ in thousands)

2012 2013 2014 2015 2016 2017
Funding Not Identified
Operating: Program
General 300 300 300 300 300 -
Total $300 $300 $300 $300 $300 $0

Total

$1,500

$1,500

Neighborhood: Citywide

Ward: Citywide

Specific Plans/Policies Related to this Project:
Envision Eugene
Oregon Revised Statutes (ORS)

Map of City of Eugene showing Urban Growth
Boundary.
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Implementing Adopted Plans or Policies

Service Category: Municipal Court

Jail Bed Additions

Project Description: This item will support the addition of 10 ongoing jail beds dedicated for housing
Eugene Municipal Court offenders. Costs include leasing 10 beds located within the Springfield Jail facility,
contractual court appointed attorney time, contractual city prosecutor time and related staff time. The jail
beds will support the Downtown Safety Initiative and associated initiatives for adding police officers.
One-time funding of $350,000 is provided in FY12.

Project Status: Not Started - New in 2012-17 MYFP.

Estimated Costs ($ in thousands)

2012 2013 2014 2015 2016 2017 Total
Funding Not Identified
Operating: Program
General - 357 364 371 378 385 $1,855
Total $0 $357 $364 $371 $378 $385 $1,855

Neighborhood: Citywide

Ward: Citywide

Specific Plans/Policies Related to this Project:
Downtown Safety Initiative

The City of Eugene would rent beds in Springfield's
new jail, which was opened in February, 2010.
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Meeting the Challenge

For the last several years, the City of Eugene’s General Fund has been projected to have large deficits
beginning in July of 2012. Four major factors are causing this deficit.

1. The City’s General Fund will be responsible for paying the cost of library operations that are
currently paid by a local option levy when it expires in June 30, 2011,

2. The cost of employee wages, benefits and retirement continue to increase;

3. Previously, the City has used one-time money to pay for on-going services that will need to be paid
for by the General Fund; and

4. The economic downturn, which began in 2008, has reduced the amount of money the City will be
adding to the General Fund.

The City Manager’s goal is to resolve this General Fund challenge by looking at a number of different
solutions. This could include ways to reduce spending or increase City revenue. Gathering citizen input
on service priorities as well as possible revenue sources is critical to this effort.

A special committee, the Meeting the Challenge Task Force, was appointed to recommend new revenue
sources that, together with existing revenues, would help balance General Fund budget. A description of
the Meeting the Challenge process is included in the Appendix. The Task Force developed one
recommendation as well three options for revenue. The Task Force also had several considerations they
felt should be taken into account as the City moves forward to solve this challenge.

Recommendation

The Meeting the Challenge Task Force recommends a Restaurant Tax of 5.0%, which would generate
about $14 million annually for the City. After filling the General Fund gap, any remaining funds could be
used to assist restaurants in covering the costs to implement the tax, to market and promote Eugene as a
destination, and to increase high priority services such as public safety.

Considerations

o Economic development and growth will provide the City with an ongoing opportunity for more
revenue. City policies and procedures should stay consistent throughout different economic cycles
and should encourage economic development and growth to maximize resulting property tax revenue
to the General Fund. The Task Force recognizes that this is not a short-term solution, but believes it
will bring results over the long-term.

o The Task Force is sensitive to the efforts of the State to raise revenue by changing the tax rates on
personal income and increasing the minimum tax for corporations. The Task Force members
acknowledge that an income tax would be a broad-based and equitable alternative for funding City
services. In addition, the Task Force recognizes that other state and local governments are discussing
new ways to generate revenue. Individual and businesses will be more likely to support additional
payments if they know what will be achieved with the money.

¢ To maintain the public’s trust, when revenue is associated with services and the revenue is not
generated because it lacks public support, the services associated with the revenue should be scaled
back or eliminated.



e The income from the revenue source should naturally grow with the growth of the City without the
need for a rate adjustment, corresponding to the additional need for services.

o Review existing fees for services regularly and make predictable, periodic adjustments to reflect the
increased cost of doing business.  Some revenue opportunities might be worthwhile, but by
themselves would not be sufficient to fill the entire General Fund revenue shortfall.

e |t may not be possible to get all the way to a sustainable new revenue source immediately; a strategy
that uses a local option property tax levy might be appropriate as a bridge until the new revenue
source is in place. Any new revenue measure needs a comprehensive campaign designed to give
voters a complete understanding of why the money is needed, who will pay the tax, fee or charge and
what it will buy. A list of cuts in services that would be made if no new revenue source is identified
should be provided.

Options

o Restaurant Tax — This tax is paid by residents of Eugene as well as others who use City services but
do not live here. Since the payer of the tax can afford to eat out, this tax may not be considered as
much of a burden. A tax of 3 to 5% would generate approximately $8-$14 million and would be a
small addition to a restaurant bill.

While a Restaurant Tax is the recommended option for new revenue, the Task Force also identified two
other options that might be further considered. The Task Force felt these alternatives are of interest but
problematic and would require more thorough and careful examination.

e  Utility Consumption Tax — This is a tax that would be paid by both individuals and businesses. A tax
of 1.5% would generate at least $2 million annually after administrative costs and adjustments for
low-income and high volume users. It would be optimal to work collaboratively with the Eugene
Water & Electric Board (EWEB) to identify any potential problems with this option early on. Piggy-
backing this tax on an existing billing system such as the one used by EWEB would be the most cost-
effective way to implement it.

o City-wide Monthly Fee for Service — This is a per unit fee that is used to pay for certain services. The
fee should not be for a service that is deemed to be essential, such as public safety services. The
amount of the fee is important. Recognizing that the fee needs to generate enough to cover the
administrative costs, $5 a month is considered acceptable whereas $10 a month would be too much.
The fee would be paid by both individuals and businesses and the basis for the fee could be used to
encourage other types of desired changes.

Revenue Options That Were Not Recommended

Initially, a list of 15 revenue sources was considered. The appendix includes a description of each option
and the recommended action of the Task Force.

Attachments

Templates for All Revenues Sources That Were Considered.

Criteria for Evaluating Revenue Alternatives — September 21, 2009 Memo.
Previously Identified General Fund Revenue Alternatives — October 22, 2009 Memo.
Meeting the Challenge Background and Process.

ApwnbE



Meeting the Challenge Task Force

Review of General Fund Revenue Alternatives

January 22, 2010

Restaurant Tax — Recommended

Description

Tax on sales of food and non-alcoholic beverages served by
restaurants in Eugene and paid by the customers based on their bill.

Meeting the Challenge Action

The Task Force recommended a 5% Restaurant Tax.

Legal Authority & Restrictions

Under home rule authority, Oregon cities have the power to enact a
sales tax without state enabling legislation.

Precedence

Currently, there are two cities in Oregon that collect this tax. The
City of Yachats collects a 5.0% tax that applies to most prepared
foods and dispensed beverages, not including alcoholic beverages.
Yachats City Council voted 4-1 in favor of the tax on November 6,
2006; collection of this tax started in July of 2007. Tax proceeds are
dedicated to debt payments on the wastewater treatment plant.
The ordinance that imposed the tax does not have a sunset clause,
and contains a provision allowing the City Council to increase the
tax rate in the future after a public hearing.

The City of Ashland collects a 5.0% tax on all prepared food.
Currently, 80% of the tax goes towards debt payments for past
upgrades to the sewage treatment plant and 20% goes for park land
purchases. The tax was to sunsetin 2010. On

November 3, 2009, Ashland voters voted to extend the 5% tax to
2030, 58.8% to 41.2% in favor. One of the factors in this vote was
that the wastewater rates would have gone up by 55% had the tax
not been renewed.

In March 1993, the City of Eugene proposed a 3.0% restaurant tax
to be used as a general revenue source; the proposal failed at public
vote with 60% opposed and 40% in favor.

Revenue Yield & Stability

Based on estimates developed for the 1993 proposed restaurant tax
and assuming 4% average growth, a 1.0% restaurant tax would
generate approximately $2.8 million in 2009. If levied at 5.0% rate,
this tax would raise approximately $14 million annually.
Determining how much of this amount would be paid by out-of-
town visitors vs. City residents would require additional research, as
this information is not immediately available.

Revenues would fluctuate with changes in personal income and the
economic environment.

Revenue Adequacy

Based upon the estimated annual yield, this revenue source would




meet some, but not all of the City of Eugene’s General Fund need if
imposed at 1.0% level. If imposed at a higher rate, this tax may
meet all of the General Fund needs, depending on the rate.

Administrative Effort

If patterned after Ashland’s process and the City’s
Telecommunications Tax, businesses would remit the tax quarterly
to the City. After the initial registration of all eligible businesses,
staff time would be required to post payments, work with business
owners and enforce the tax uniformly. Dedicated staff would be
needed to perform this function. An effort will need to be made to
clearly identify foods and beverages that are subject to this tax to
make compliance easier for local businesses. A portion of the
proceeds may be retained by the restaurants to help defray the
costs associated with collections and remittance activities.

Timeline

This tax could be implemented by FY12. The tax would most likely
be referred to the voters for approval. Lead time would also be
necessary to establish administrative and enforcement
mechanisms.

Incidence & Equity

Designed to be a single, proportional rate. In the political campaign
of 1992-93, it was argued that this tax is regressive because low
income households spend a high proportion of their income on
“fast food”. However, according to the Economic Research
Service/USDA, “The wealthiest households tend to spend a greater
share of their food budget on eating away from home than the least
wealthy households: 47% versus 36% in 2008 — almost double the
share of low-income households."

A relatively large proportion of this tax would be paid by visitors,
similar to the transient room tax.

Nexus

This tax would be paid by both residents and non-residents of the
City. Both residents and nonresidents use and benefit from a wide
variety of city services including public safety, parks and cultural
services.

Consistency with Council Goals &
Policies

A restaurant tax would be consistent with City Council goals and
policies.

Fairness & Political Feasibility

In the current economic environment, an additional tax on food and
beverages may be seen as unfair by some segments of the local
community, including businesses and those representing low-
income populations. Opposition to this tax is likely from industry
groups such as the Oregon Restaurant Association.

Sustainability Impact

A restaurant tax would not create an undue burden on future
generations.




Meeting the Challenge Task Force

Review of General Fund Revenue Alternatives

January 22, 2010

Utility Consumption Tax — Recommended as Second Choice

Description

A tax on utility services used by residents of the
City; levied on the amount of consumption or
established as a flat fee per account.

Meeting the Challenge Action

As an alternative to the Restaurant Tax, a Utility
Consumption Tax of 1.5% that would net $2
million annually after administrative costs and
adjustments for low income and high volume
users, was recommended by the Task Force.

Legal Authority & Restrictions

Under home rule authority, Oregon cities can
enact a consumption tax.

Precedence

The City of Ashland imposes an Electric Utility User
Tax. The tax is designed as a surcharge of 25% on
monthly energy use. This tax generates revenue
to fund general City services such as Police, Fire,
Planning, Building and Senior Programs, offsetting
property taxes. This tax generates approximately
$2.6 million annually.

In March 1996, the City of Eugene proposed a 1%
utility tax to fund low income housing which failed
at public vote; 61% no to 39% yes.

Revenue Yield & Stability

If the tax were structured as a percentage
surcharge on the use of electricity, natural gas,
water, storm water and wastewater a rough
estimate for potential yields are as follows:

1.0% = $2.2 million
1.5% = $3.3 million
2.0% = $4.5 million

The monthly impact to the average residential user
of electric, water, storm water and wastewater
services is estimated below:

1.0% =$1.25
1.5%= $1.87
2.0%= $2.50

Impact to commercial users is not provided as
commercial consumption varies greatly by
business. Residential consumption accounts for
approximately 60% of the electric retail revenue




collected by EWEB.

A portion of the tax revenue would be needed to
offset administrative costs for the utilities to
collect and remit the tax.

An annual allocation could be set aside to help
mitigate the financial impacts of the tax on low-
income households. Implementation of these
items would reduce the yield estimates given.

Revenue Adequacy

Based on the estimated annual yield, this revenue
source would meet some, but not all of the City of
Eugene General Fund needs.

Administrative Effort

If the tax were imposed on utility companies based
on gross receipts with the presumption that the
tax is passed on to the customer, the on-going
administrative effort would be minimal.

An administrative fee for collecting and remitting
the tax to the City would be negotiated with EWEB
and NWNG. As an example, if an administrative
fee of 5% of the net tax due were instituted
(similar to the administrative fee in place for
transient room tax) the foregone revenue would
be approximately $110,000 at the 1% tax level.

The City has talked with EWEB in the recent past
about being the billing agent for the Street Utility
Fee. If both the Street Utility Fee and the Utility
Consumption Tax move forward, City and EWEB
staff would need to agree that both charges would
be placed on the EWEB bill.

Timeline

This tax could be implemented by FY12. Itis
assumed that such a tax would be referred to the
voters prior to being implemented.

Incidence & Equity

All utility users in the city would pay. An increase
would be a greater financial burden to low-income
households who have little to no discretionary
income.

Additionally, when the tax is established as a
percent of consumption, large utility users are
affected more than other users in the community.
Developing a program to rebate some portion of
the tax to large users could mitigate creating a
barrier to economic development.




Nexus

An energy consumption tax would be levied across
the community. The community as a whole
benefits from the full range of services provided by
General Fund Revenues.

Consistency with Council Goals & Policies

A Utility Consumption Tax would be consistent
with Council goals and policies.

Fairness & Political Feasibility

In the current economic climate, given the
unemployment rate in our region — there may not
be community support or the political will to tax
energy consumption in our community —
particularly as this tax would have a greater impact
on large businesses, low income residents or those
who are out of work.

Sustainability Impact

A utility consumption tax would not create an
undue burden on future generations. The tax
could lead to reduced consumption, a sustainable
practice which is a high priority value for the City.




Meeting the Challenge Task Force

Review of General Fund Revenue Alternatives

January 22, 2010

(XYZ) Public Service Fee — Recommended as Second Choice

Description

A public service utility is a defined group of related services that are
generally available to and are broadly accessed by occupants of
property in a city. Utility fees are typically set to recover part or all of
the costs of the service, and are billed to persons who occupy or have
use of developed property, not the owners of property. Unlike
electricity, water, stormwater and sewer utility services, this fee would
fund services that are not delivered directly to the property and are not
directly measurable. The purpose of the fee is to provide stable funding
to ensure the service remains available to the community.

Meeting the Challenge Action

After a Restaurant Tax, the Task Force recommended a Public Service
Fee of between $5 and $10 a month to pay for services that are not
deemed high priority services such as public safety.

Legal Authority & Restrictions

Under Oregon’s Home Rule principle municipality may charge fees for
services. Revenues are not restricted. In January, 2007, the Oregon
Supreme Court, in Knapp v. City of Jacksonville, upheld the City of
Jacksonville’s public service utility fee. This case clarified that city fees
for utility services may be charged to a person with the right to occupy
or use property, but they may not be based on property ownership or
value of property.

Precedence

The City of Eugene currently does not charge any public service utility
fees. A utility fee for street operations and maintenance, with revenue
going to the Road Fund, has been under discussion for a number of
years but has not been implemented.

Several municipalities in Oregon do charge public service utility fees for
parks, street operations and maintenance, police and/or fire services.

e Jacksonville currently charges a utility fee of $20 per month on
the occupant of each unit of developed property. This fee
provides about 50% of the funding needed for Jacksonville’s fire
services.

e Medford charges $2.60 per single-family home per month,
producing $1 million annually for police and fire services.
Medford also charges a parks utility fee of $2.87 per month per
single-family home.

e Newberg charges S3 per residential unit per month for public
safety services.

e Shady Cove charges a utility fee of $15 per month per
residential or non-residential unit, dedicating the revenue to
police services.

e Numerous Oregon cities charge utility fees for street operation
and maintenance.

Revenue Yield & Stability

Yield will vary with the fee level. Public service utility fee revenue




usually supplements other resources. Fees are set with consideration of
the impact on the customer as well as the target revenue yield. Utility
fee revenues are stable because the fee is levied broadly across the
community and the typical basis for the fee (occupancy and use of
property) is fairly inelastic.

Revenue Adequacy

A public service utility fee could produce adequate revenue to replace
net General Fund expenditures for selected public service. General Fund
service areas most suitable for a public service utility fee are those that
are broadly available to all residents, for which individual consumption
of the services is not easily measurable and that have the greatest
incidence of use according to the City’s Community Survey.
In Eugene these include:
e Parks & Open Space: (includes aquatics) net FY10 General Fund
support is $7.2 million; the Community Survey shows that parks
& open space service are used by 78% of city residents.
e Library: net FY10 General Fund support is $7.1 million, and an
additional $2.8 million is funded by the Library Local Option
Levy which will expire in FY11; the Library is used by 70% of city
residents according to the Community Survey.

In FY09 in Eugene there are roughly 58,000 developed property units
(53,000 residential and 5,000 non-residential units). If a flat utility fee of
$1 per month were imposed on all units and 100% collection is
assumed, it would provide about $700,000 gross revenue annually. If
the fee was levied on a per-unit basis and was included on EWEB
customer bills, the collection rate would be high and annual
administrative costs could be in the neighborhood of $200,000. With
these assumptions, the fee would need to be about $10.60 per unit per
month to fully replace General Fund support for Parks & Open Space
services including aquatics. To fully replace General Fund and the soon-
to-expire LO Levy support for Library services, the monthly fee would
need to be about $14.50 per unit.

Administrative Effort

Most cities collect utility fees as part of a sewer, stormwater or water
utility billing for a property unit. In Eugene, this would require
cooperation by EWEB. If the utility fee is levied on a per-unit basis and is
included on existing EWEB utility bills annual costs of administration,
billing, collection and enforcement could be relatively low at about
$200,000. The City has talked with EWEB in the recent past about being
the billing agent for the Street Utility Fee. If both the Street Utility Fee
and the Public Service Utility Fee move forward, City and EWEB staff
would need to agree that both charges would be placed on the EWEB
bill. Administrative costs could be much higher and the collection rate
lower if the City had to develop and implement a billing process
separate from EWEB. In addition, administrative costs would likely be
higher if the basis of the fee requires development and maintenance of
property-specific data on which to base the fee.

Timeline

Because this fee would be a new, unfamiliar approach for funding




General-funded services in Eugene, substantial time would be needed
to allow for full review and discussion by the City Council as well as by
members of the community. It would be reasonable to expect a referral
of a utility fee proposal to the ballot. Additional time would be needed
to determine billing, collection and enforce processes. It would likely
take at least two years to implement a new public service utility fee.

Incidence & Equity

All occupants of developed property will benefit from continued
availability of the public services, and all could be equitably charged the
utility fee. Publicly-owned or non-profit-owned facilities including
dormitories and group housing would subject to the fee. The City could
negotiate what fee level is appropriate rather than applying a standard
rate, or these facilities could be subsidized through an exemption which
would shift their share to other payers.

Nexus

The typical basis for existing public service utility fees in Oregon is the
occupancy or use of a developed property, and the fee is typically levied
as a flat fee on residential and nonresidential units, or on residential
units only, depending on the service funded. The cost of the funded
service is distributed as a simple average among all occupied units. This
basis recognizes two key points: (1) the generality of the nexus between
the public service funded by the fee and the common benefits provided
by the availability and broad usage of the service by occupants of
developed property across the community, and (2) the lack of practical
ways to base the fee on actual measured usage of the public service.

Other possible basis for levying the fee besides the per-unit basis
include floor area or street frontage of units, number or ages of
occupants, type of unit, etc. But these would be arbitrary measures
unrelated to actual usage of the funded service, and would not increase
equity. Developing and maintaining this kind of property- specific data
may be difficult and would likely have a higher administrative cost
without achieving a greater degree of equity in relating the fee to
individual usage of the funded service.

Consistency with Council
Goals & Policies

This fee is consistent with Council goals and policies.

Fairness & Political Feasibility

The successes of cities that have implemented utility fees for public
services demonstrates that such fees can be seen as fair and can be
politically feasible. However, as a new idea for the City of Eugene, it is
likely that substantial discussion would be required before a consensus
on fairness emerges and politically feasible is determined.

Sustainability Impact

The fee would have no adverse impact on sustainability goals.
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Expanded/Increased Charges for Service — Not Recommended as Major Revenue Source

Description

These are charges to customers who purchase, use or directly benefit
from a specific good or service provided by the City. The charge is
usually imposed as a fee at the time and location a good or service is
delivered. Some charges for service are contractual. Revenue
reimburses the City for part or all costs for provision of the good or
service. Business privilege licenses, fines and use permits are not
considered charges for service and are not included in this discussion.

Meeting the Challenge Action

The Task Force recommended reviewing existing fees for services
regularly and making predictable, periodic adjustments to reflect the
increased cost of doing business.

Legal Authority & Restrictions

Under Oregon’s Home Rule principal, a municipality may charge for the
provision of goods and services. Revenues are not restricted.

Precedence

Most cities impose a wide range of charges. The City of Eugene
currently imposes charges for more than 120 specific General-funded
goods and services, providing estimated revenue of about $10.4 million
for the General Fund in FY10. It is possible to establish new charges for
goods and services not currently charged for.

Revenue Yield & Stability

Charges may provide all but more typically yield only part of the direct
cost of providing the services. Overhead costs may also be included in
the cost recovery calculation for service charges.

Fees are usually set with consideration of the impact on the customer
as well as the revenue yield. Some considerations that might influence
governmental pricing practices are the need to regulate demand, the
desire to subsidize a certain product, administrative concerns such as
the cost of collection, and the promotion of other goals.

Consumption of some City goods and services is elastic and if charges
are set too high, customer volume and eventually revenue may decline.
Some fee revenues will vary with economic conditions as individual’s
income increases or decreases. Changes in building activity will impact
revenue from charges for planning services. These concerns are taken
into account by departments when fees are set or contracts are
negotiated.

Summary of FY10 budgeted revenues for charges for service:
e Rental Revenue: $90,000
e Central Business Functions: $20,500
e Cultural/Leisure Service Revenues: $5.1 million
e Infrastructure and Planning Services Revenue:$1.1 million
e Public Safety Service Revenues: $4.1 million
Largest individual charges for service include:




e Amazon Pool Fees: $318,000

e Hult Concessions Revenue: $275,000

e Hult Hall Rental: $415,000

e Hult Patron Charges: $329,000

e Hult Reimbursement Charges: $732,000

e Downtown Service District Fees: $308,000
e Zoning & Vacation Charges: $485,000

e Animal Surgery Charges: $210,000

e Fire Contracts with Rural Fire Districts: $1.5 million
e Fire Dispatching Charge: $696,000

e Police Charges to UO: $509,000

Revenue yield from new charges are likely to vary by type and level.

Revenue Adequacy

Revenue from expansion or increase of individual charges would be tiny
compared to the needs of the General Fund. Total revenue
improvement from broadly reviewing charges would likely raise more
revenue, but still small compared to the anticipated funding gap. The
total revenue potential cannot be estimated accurately, but would likely
be inadequate to contribute much towards a sustainable budget.

Administrative Effort

To update existing individual charges, an analysis of costs, customer
demand for the service, economic conditions and other considerations
may or may not be necessary. Development of new charges for service
may require more substantial administrative effort. Once set or
adjusted, charges are relatively simple to impose and collect at the time
and place of delivery of the good or service.

Timeline

Charges for service are set administratively. Adjustment of existing
charges may be done within a few weeks, while establishing new
charges may take several months or longer.

Incidence & Equity

Most charges for service can be avoided because the services they fund
are optional to the customer. Only people who use the good or service
are charged, so the incidence of payment to consumption corresponds
exactly. Equity can be a concern if charges are set so high that some
people cannot afford to pay, even though they desire the service. City
policy towards maintaining affordable charge levels may come into play
to address equity concerns.

Nexus

There is a very close nexus between the good or service and who pays;
those who directly use the good or service are charged.

Consistency with Council
Goals & Policies

Charges for service are generally consistent with Council goals and
policies. However, City policy towards maintaining affordable charge
levels may come into play to address equity concerns.

Fairness & Political Feasibility

Perception of fairness will vary depending on the good or service
involved and the level of the charge. Existing City charges are seen by
Council and community as a fair way to generate revenue for the
particular service provided.

Sustainability Impact

There is no adverse impact on City sustainability goals.
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Business License Fee — Not Recommended

Description

A business license fee is a fee for the privilege of conducting business
within the City of Eugene limits. It could be imposed on any person,
partnership, corporation or similar entity doing business in the City of
Eugene. The fee calculation could take several different forms: a fixed
amount per business, a flat percentage of income earned in the City of
Eugene, a fixed fee levied on business according to the number of its
employees. It is typically paid prior to engaging in business, paid on an
annual basis, and does imply a regulatory relationship.

Meeting the Challenge
Action

The Business License Fee was dropped from consideration since the effort
required to implement the fee would not result in a substantial revenue
source, less than $2 million annually and the administrative costs would
likely be substantial. The revenue stream would be more appropriate for
new City services.

Legal Authority &
Restrictions

Oregon home rule principle does not preclude the imposition of a business
license fee. The City has the legal authority under the state law to
implement this fee, and there are currently no legal restrictions on the use
of this source of revenue.

Precedence

The City of Portland business license rate is 2.2% of the net income after
allowable deductions. The annual minimum fee is $100.00. Business
licenses are required from the opening date of business. Multnomah
County’s business income tax rate is 1.45% of the net income after
allowable deductions; there is no minimum tax. Business income taxes are
due after each tax year end.

Many other Oregon municipalities also collect business license fees, with
amounts varying greatly by jurisdiction. Some jurisdictions, such as the
City of Springfield, restrict business license fees to certain types of
businesses, while others, e.g. Portland, Gresham and Beaverton collect this
fee from all businesses operating within their city limits. A number of
other Oregon municipalities, e.g. the City of Salem, do not impose a
business license fee.

Revenue Yield & Stability

Based on the Oregon Employment Department records, there were
approximately 5,800 businesses registered in Eugene area zip codes as of
2001. According to the 2005 study by Chastain Economic Consulting, the
number of private firms in Lane County has grown by an average 1.7% per
year between 1990 and 2004; however, it is likely that this trend has
reversed during the 2007-09 recession. A flat fee of $100 per year would
generate approximately $580,000 in business license revenue, assuming




no increase in the number of businesses since 2001.

The stability of this revenue source would presumably fluctuate with area’s
economic conditions.

Revenue Adequacy

Based on the estimated annual yield, this revenue source would only meet
a small portion of the City of Eugene General Fund needs. The fee amount
would need to be raised annually to keep up with the growth in City’s
General Fund expenditures.

Administrative Effort

There are currently no specific estimates of the cost of administration,
collection and enforcement associated with this revenue source. As there
is currently no existing similar program, administration costs associated
with a business license fee program would be significant. Start-up cost
estimates would also need to include the cost of implementing an
automated tracking system.

Timeline

A reasonable timeline for implementation of a business license program
would be a minimum of 8-12 months. If a decision to impose this fee was
made today, FY12 would likely be the first year in which this program
would be fully implemented.

Incidence & Equity

While this fee would be paid by businesses, some portion of it would likely
be passed on to the customers. The equity of this fee would largely
depend on its structure. A flat fee per business would be a greater burden
on smaller businesses. This fee would not be related to business
profitability. It would be a deductible business expense for federal and
state tax purposes.

Nexus

Businesses operating in the City of Eugene would benefit from beneficial
and favorable business climate associated with adequate provision of
general government services, such as police and fire protection, parks and
libraries.

Consistency with Council
Goals & Policies

This revenue source would be consistent with adopted City Council goals &
policies.

Fairness & Political
Feasibility

City Council and community acceptance of this revenue source has not
been assessed. It would be reasonable to expect that this revenue source
would be opposed by the business community that would be affected by
the business license fees.

Sustainability Impact

This fee would not impose a burden on future generations. However, it
would increase the cost of doing business within the City of Eugene and
would make the city a slightly more expensive place to do business.
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Local Option Property Tax Levy — Not Recommended

Description

A local option levy is a property tax that is paid by all property owners
within the City limits. The City could impose a local option levy for
capital projects for up to 10 years, or for other purposes for a maximum
of five years.

Meeting the Challenge
Action

Local option levy is not recommended because by statute the funding is
limited to 5 years for operating purposes. The revenue from the levy is
not ongoing and should not be used to pay for ongoing expenses.

Legal Authority &
Restrictions

New or additional property taxes must be approved by a majority of the
people voting in a primary or general election.

Precedence

Property taxes are used extensively by local governments across the
United States. The City currently imposes a four-year local option levy,
for library service improvements. The City has not proposed any capital
local option levies in the past.

Revenue Yield & Stability

To fund $5,000,000 of operating costs with a five-year local option levy,
the City would have to levy approximately $5,664,000 per year. The
typical single-family home with a taxable assessed value of $158,447
would pay about $0.49/51000 of AV, or $77.67 per year over the five-
year period.

Local option levies are subject to the $10/51000 of real market value tax
rate cap for all general governments under Measure 5. Under Measure
50, local option levies are the first to be reduced in the event of tax rate
compression. This means that if the combined total levies for the
overlapping general governments exceed the Measure 5 cap, any local
option levies would be proportionally reduced until the tax rate limit is
satisfied.

Revenue Adequacy

A substantial portion of the City’s revenue needs could be met in the
short term via a local option levy — if passed by voters.

A local option levy is not necessarily a long-term solution as future
funding would be contingent upon voters renewing the levy in future
years to continue the revenue stream.

Administrative Effort

Property taxes are administered by the County. The County prepares the
tax bills, collects the funds, and remits the appropriate amount to the
City on a regular basis. Enforcement is performed by both the County
and the City in the foreclosure process.

Timeline

A local option levy could be placed on the ballot in May of 2010 to be
implemented in FY11.

Incidence & Equity

The tax is paid by all property owners within City limits. Property owners
include business and residences. Businesses may choose to pass the tax




on to their customers.

Nexus

The local option levy is a broad based tax across all property owners in
the community, and non-resident property owners. Members of the
community benefit from and enjoy a broad range of services provided by
General Fund resources including public safety, parks, and cultural
services.

Consistency with Council
Goals & Policies

The City Council has several financial policies stating that, to the extent
possible, non-recurring resources, such as a local option levy, should be
used for non-recurring expenses — not to fund ongoing services.

Council goals also include a desire to foster affordable housing. An
additional property tax levy would be contrary to that goal, as it would
raise the cost of housing.

Fairness & Political
Feasibility

The property tax is a proportional tax on the value of real and personal
property for both businesses and residences. It does not take into
account the ability of the taxpayer to pay the tax. There are numerous
exemptions from the property tax designed to promote a variety of
policy goals, including some designed to lessen the impact on low-
income owners and tenants.

The property tax is understandable to the voters (as opposed to a hew
form of user fee or taxes), making it politically feasible from that
standpoint.

Local option levy proposals have had mixed success in the Eugene area
in recent years. There have been six local option levy proposals on the
ballot from Eugene or Lane County since Measure 47 passed, and three
of those have been successful. Council members have expressed
dissatisfaction with heavy reliance on property taxes in various forums in
recent years.

Sustainability Impact

A local option levy would not create an undue burden on future
generations.
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Payroll Tax — Not Recommended

Description

A tax on wages and salaries earned within the City. When collected
via a payroll deduction, it is commonly called a payroll tax; when
collected from employer based on total payroll, it is commonly called
a head tax.

Meeting the Challenge Action

Although this tax would capture revenue from individuals living
outside the City who use City services, the tax was not recommended
because it is not paid by employers of the State and the method of
charging per head is difficult on small businesses and low-income
jobs.

Legal Authority & Restrictions

Cities in Oregon have the legal authority to impose a payroll tax under
the Oregon home rule principle, as there is no preemption under the
current state law. However, it is unlikely that the Oregon Department
of Revenue would agree to collect this tax on behalf of the City of
Eugene unless it is compelled to do so by the state legislature.

Precedence

The State of Oregon collects a tax on gross payroll within the Lane
Transit District in Eugene/Springfield area and the Tri-County
Metropolitan Transit District (Tri-Met) in the Portland area to provide
partial funding for those districts. Transit districts do not have the
home rule authority and may not impose these taxes unless allowed
by the state statute.

Effective January 1, 2009, LTD payroll tax rate was increased to 0.65%.
In 2003, Oregon legislature provided LTD with the authority to
increase the rate annually until it reaches 0.7% in 2014. Certain
wages, such as those paid by the federal government units and public
school districts are exempt from the tax under the state law. A
number of other employers, such as cities and County are exempted
from this tax by an LTD ordinance.

Revenue Yield & Stability

According to an analysis completed in 2001, a 1% payroll tax in
Eugene would raise an estimated $29.6 million per year if applied to
all payrolls. This amount would need to be reduced in order to adjust
for payrolls that are likely to be exempt from this tax, such as that of
federal and state agencies. A more up-to-date estimate of the
amount of payroll taxes that can be collected annually is currently not
available due to lack of breakdown of payroll tax collected within the
LTD service area by jurisdiction.




The amount of revenue collected is likely to mirror employment and
wage trends and therefore correlate strongly with the current
economic conditions in the area.

Revenue Adequacy

This revenue source would generate a very significant amount of
revenue and would provide a sustainable source of revenue for the
General Fund for the foreseeable future.

Administrative Effort

The effort associated with administration, collection and enforcement
of this revenue source would be born primarily by the State of Oregon
and would be similar to the effort associated with collecting payroll
taxes on behalf of LTD and Tri-Met by the Department of Revenue. If
the City of Eugene were to collect this tax on its own, the
administrative costs of doing so would be very high.

Timeline

A reasonable timeline for implementation of this revenue source
cannot be estimated at this point.

Incidence & Equity

Even when established at a flat rate, this tax is often regressive in its
nature, because it ignores non-wage income such as self-employment
earnings, investment income, rents and dividends. This tax may affect
household relocation decisions and this have a negative impact on
population growth. An employer-paid option would create a
disincentive for job creation.

Nexus

Citizens employed within the City of Eugene limits would benefit from
adequately funded general government services, such as police and
fire protection, parks and libraries. Citizens who work in the City of
Eugene and live elsewhere, but use City services while within the City
limits, would contribute to the City’s tax base.

Consistency with Council Goals
& Policies

This revenue source would not be inconsistent with adopted City
Council goals and policies. It would strongly support the goal of
achieving fair, stable and adequate financial resources.

Fairness & Political Feasibility

Opposition to a payroll tax from both business and labor groups, as
well as city residents in general, would be likely. When this tax is
withheld from the wages of only non-city residents, it is sometimes
called a work privilege tax; it was considered and rejected by the
Eugene City Council in 2004.

The Eugene Decisions surveys identified this revenue source as one of
the three least favored taxation choices. It is likely to face opposition
at the state level as well.

Sustainability Impact

This revenue source would not impose an undue burden on future




generations. However, it would reduce the amount of disposable
income available to City residents, and may therefore have a negative
impact on economic activity in the City of Eugene.
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Personal Income Tax — Not Recommended

Description

A tax on income of residents of Eugene and nonresidents earning income in
Eugene.

Meeting the Challenge
Action

The Task Force agreed that the Personal Income Tax was the best, most fair
tax to pay for a broad range of General Fund services, but it is politically
unfeasible at the current time. Measure 66 which raises the personal income
taxes State-wide and is on the ballot in January 2010 was the reason for not
considering the tax any further.

Legal Authority &
Restrictions

Under Oregon’s Home Rule principle, a municipality has the authority to
assess a personal income tax on residents and non-residents earning income
in Eugene.

Precedence

There is a personal income tax precedent in Oregon. In 2003 Multnomah
County passed a three-year temporary personal income tax on County
residents to fund public schools, healthcare, senior services and public safety.
The tax raised about $128 million per year.

In November 1985 there was an income tax measure on the Eugene ballot. It
failed 89% to 11%.

In the summer of 1994 the City Club of Eugene issued a report suggesting the
City Council consider a personal income tax but a tax was not considered in
that year.

A personal income tax on incomes above $100,000 to fund public safety
services was considered and rejected by City Council in July of 1996.

In the Fall of 1997, City Council formed the Council Committee on Finance to
review multiple revenue sources that would stabilize the General Fund after
the impact of Measure 50. The committee reviewed multiple revenue
sources and ultimately recommended that Council direct staff to develop an
implementation plan for a business and personal income tax. Although
Council took no action on the recommendation, this effort contributed to the
allocation of Urban Renewal funds to the new library and the successful
passage of the Parks and Open Spaces Bond Measure.

In November of 1999, Lane County proposed an 8% income tax surcharge to
support public safety needs. The measure failed, 74% no 26% yes; in Eugene,
it failed 68% no 32% yes.

In May of 2007, Lane County proposed a 1.1% income tax measure to support
public safety needs. It failed 71.1% to 28.9% in Lane County.

The City Council has undertaken additional alternative revenue study efforts
which included considering a personal income tax in 1992, 2002 and most




recently in 2007 for transportation needs.

Revenue Yield &
Stability

Assuming that approximately 68% of Lane County income is earned within
Eugene or by Eugene residents, a 1 percent tax on Adjusted Gross Income
would generate $51 million. Alternatively, a Eugene income tax could be
levied as a percentage of the taxpayer’s state income tax liability. A Eugene
surcharge of 10 percent would have raised about $28 million for fiscal year
2007-8.

Tax revenues would fluctuate with changes in personal income and mirror
economic conditions.

Revenue Adequacy

A personal income tax could meet the revenue needs of the city — however
there could be a high administrative cost associated with collection.

Administrative Effort

There are no specific estimates of the cost of administration, collection and
enforcement associated with administration of this revenue source. It is
assumed in-house administration costs would be significant.

An alternate collection possibility could be to “piggy back” on the state
income tax much like municipalities do with a local sales tax with states that
collect a state sales tax. The state collects the entire sales tax and remits the
local share back to the municipality. The responsibility for compliance and
collection then rests with the state. It is possible that a similar mechanism
could be used for a local personal income tax if the State were willing to
collect the local share.

Timeline

A personal income tax would most likely be referred to the ballot —the
earliest opportunity to go before the voters would be in May of 2010. The
City would have to establish a collection mechanism — either in house or in
coordination with the Department of Revenue to establish procedures around
the distribution of the tax. The earliest collections from a personal income tax
would start being received would most likely be April 2012 for tax year 2011.

Incidence & Equity

All Eugene residents earning income would pay the tax regardless of employer
or source location and potentially non-residents that are earning income in
Eugene as well.

Generally an income tax is designed to be progressive, but the structure of
the tax can increase or decrease progressivity. This tax would mirror the
progressivity of Oregon state income taxes if established as a surcharge to
state income tax liability.

Nexus

A personal income tax is a general tax that would support a wide range of City
services.

Consistency with
Council Goals & Policies

This revenue source would be consistent with adopted City Council goals &
policies.

Fairness & Political
Feasibility

In the current economic environment, a personal income tax may be viewed
as unfair especially given the high unemployment rate in the region. Lane
County was unable to pass a personal income tax in a more stable economic
environment. Itis expected there would be limited Council and community
support for such a measure at this time.




Sustainability Impact

A personal income tax would not impose an undue burden on future
generations.
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MEMORANDUM
www.eugene-or.gov
Date: September 21, 2009
To: Meeting the Challenge Task Force
From: John Huberd, Sr. Budget Analyst, 541-682-5386

Subject:  Suggested Criteria for Analysis of Revenue Alternatives

Listed below are suggested criteria for selecting revenue alternatives. An evaluation of each
revenue alternative using this criterion would provide a balanced approach in selecting revenue
options. Due to the short timeline for the Task Force each initial analysis would be kept simple
while allowing for the selection of the most feasible revenue alternatives.

1. Legal Authority & Restrictions: May the City legally implement the revenue alternative and
are there legal restrictions on the use of the revenue?

2. Precedence: What is the prior history of the revenue alternative in Eugene?

3. Revenue Yield & Stability: What would be the magnitude of the estimated revenue yield and
how would that likely change over time?

4. Revenue Adequacy: Would the yield meet a significant part of the City’s projected revenue
needs?

5. Administrative Effort: How could administration, collection and enforcement be performed
and would there be significant costs involved?

6. Timeline: What is a simple timeline for implementation of the revenue alternative and
collection of revenue?

7. Incidence & Equity: Who would likely pay and could the revenue alternative be imposed
impartially?

8. Nexus: What relationship would exist between the sources of the revenue, the services it
would help fund, and who would pay?

9. Consistency with Council Goals and Policies: Would the revenue alternative be consistent
with adopted goals and policies?

10. Fairness & Political Feasibility: To what extent would the revenue alternative likely be
viewed as fair or unfair? How likely is Council approval and community acceptance of the
revenue alternative?

11. Sustainability: Would the revenue alternative impose an undue burden on future
generations?
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MEMORANDUM v 9o
Date: October 22, 2009
To: Meeting the Challenge Task Force

From: Larry Hill, Senior Financial Analyst, 682-5722

Subject:  Previously Identified General Fund Revenue Alternatives

The City of Eugene has comprehensively reviewed new alternative revenue sources for the
General Fund a number of times since the mid-1980s. In the past we have identified the following
as possible revenue alternatives for the City’s General Fund.

Amusement or Admissions Tax — An excise tax applied to the price of amusement fees or
admissions to spectator events, performances, sporting events, festivals or other forms
of entertainment or amusement.

Annexation of Additional Property within the Urban Growth Boundary — Increase property
tax revenue by annexing taxable property outside City limits but within the Urban
Growth Boundary.

Business License Fee — A fee imposed on a person, partnership, corporation or similar entity for
the privilege of conducting business within the City of Eugene. May be a general
business license or specifically targeted.

Corporate/Business Gross Receipts Tax — A tax imposed on a person, partnership, corporation
or similar entity for the privilege of conducting business within the City of Eugene,
measured by gross income within the City of Eugene.

Corporate/Business Net Income Tax — A tax applied to the net income of a person, partnership,
corporation or similar entity doing business in the City of Eugene. Tax could be
piggybacked on state income tax.

Contribution in Lieu of Taxes (CILT) on City-Operated Sewer and Stormwater Utility
Revenues - A percentage of gross revenues the City receives for provision of sanitary
sewer and wastewater utility services. City code currently states that revenue derived
from the above standard shall be used for the reconstruction, repair, maintenance,
operation, and preservation of city-owned roads and streets. The Council can make
this source available for general fund operations, but it would require a code change.



Contribution in Lieu of Taxes (CILT) on EWEB Water Utility Revenues — A percentage of
gross revenues EWEB receives for provision of water utility services.

Expanded/Increased Fees for Service — Increase in the range of services for which the City
charges fees and/or increase in the amount of fees charged.

Head or Payroll Tax — A tax on wages and salaries earned within the City of Eugene, collected
either from employers on total payroll or from employees via a payroll deduction.

Retail Sales Tax — An excise tax levied on a broad range of or specific goods and services at the
point of sale.

Local Option Property Tax Levy — A limited-duration tax levied on all taxable property in the
City.

Personal Income Tax — A tax on income of residents of Eugene and on nonresidents earning
income in Eugene. Tax could be piggybacked on state income tax.

Private Sector Sponsorship of Certain City Facilities or Services — Negotiated term
sponsorship by private sector individuals, organizations, business or corporations to
support specific City facilities or services.

Restaurant Tax — An excise tax on sales of food and beverages in the city paid either by
customers on their bill or by the restaurant based on gross receipts.

Utility Consumption Tax — An excise tax on utility services used by residents of the City,
levied either on amount of consumption or as a flat per-account fee.



Meeting the Challenge Process

Five Task Force meetings were held, including an initial meeting with staff and the City Manager
to share perceptions of the financial condition of the City. The initial meeting included an
overview of the General Fund, a comparison of benchmark revenues and expenditures from
other jurisdictions, a presentation of the budget saving strategies put in place for FY09 and
FY10 and a review of criteria to evaluate revenue alternatives.

Next, two meetings focused on a review of revenue alternatives and discussion by
Task Force members of the pros and cons of each. Three options, Utility
Consumption Tax, Restaurant Tax and XYZ Public Service Fee were chosen on
November 11, 2009.

The subsequent two meetings were spent developing the Meeting the Challenge
recommendation. During the month of December, Task Force members refined
their recommendation for revenue alternatives focusing the conversation on
adequacy, equity and political feasibility. The Task Force ultimately recommended a
Restaurant Tax.

A final meeting is scheduled for January 26, 2010 for the Task Force to present the
results of their work and recommendation to the City Manager.
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