Council Business Meeting
November 16, 2021

Agenda Item | Revenue Options Discussion

From Gary Milliman City Manager Pro Tem
Contact Gary.milliman@ashland.or.us
SUMMARY

Preliminary Discussion of Revenue Options

BACKGROUND AND ADDITIONAL INFORMATION
The City Council scheduled a discussion of revenue alternatives as a part of its series of financial review meetings.

Revenue options in Oregon are very limited under State Law. Ashland has already enacted many of those revenue
measures, such as the Food and Beverage Tax. This report is not a comprehensive look at revenue options.

Staff has attached some revenue options material utilized by the City of Salem in 2020; a report generated by the
Sustainable Services Revenue Task Force. The topic recommendation from that citizens committee effort was to
enact a “City Operations Fee” of $6.40 pr month to be collected through the monthly utility bill. Cities have
increasingly used a fee attached to utility service as a mechanism to either pay for specific services, general
operations or capital improvements. The City of Brookings has a long-standing “system replacement fee” (SRF)
that is collected through the water/sewer bill at a cumulative rate of $12.14 monthly (Water, Sewer, Storm Drain
combined). Brookings dropped its streets SRF when the voters approved a fuel tax about five years ago.

Voter-approved levies (property tax) have also been used to fund operating costs. These are typically five-year
levies. For example, the voters in Port Orford approved two successive five year levies to sustain their Police
Department. Repeated levy attempts in Curry County to fund law enforcement have failed.

In Ashland, a citizens Ad Hoc Committee studied various revenue options in 2019-2020. It appears that operating
levies were discussed as the principal options at that time. These included property tax levies for capital projects
(this proposal failed voter passage), “essential services” (police, fire, court), “value services” (CERT, housing, band,
economic development grants, social service grants). The other option listed was a “Live Entertainment Ticket
Tax.” It does not appear that a fuel tax to fund street repair was among the options listed. Brookings voters have
twice approved a local fuel tax.

Recognizing that voters are experiencing “tax and fee fatigue”, cities have increasingly focused on developing
public/private partnerships to not only undertake capital projects, but to generate revenue from projects in which the
City is a “partner.” In about 2005 when I was in South Gate, California, the City used the value of the infrastructure
it was providing in support of a new shopping center development, as well as its work in assembling a site for the
project, to secure an equity share in the project itself. This has resulted in generating over $5.0 million in equity
partner revenues to the City’s General fund. I have included information in the packet about the company I worked
with in crafting this deal; they would be willing to explore partnership opportunities in Ashland.

STAFF RECOMMENDATION

None

ACTIONS, OPTIONS & POTENTIAL MOTIONS
Discussion and direction to staff.

REFERENCES & ATTACHMENTS

Attachment 1. Ashland Revenue Option Summary 2019-2020
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Attachment 2. Salem Alternate Revenue Options
Attachment 3. Kosmont
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Revenue Options

12/12/2019
NEW
CAPITAL
PROJECT EST. COST FEE AMOUNT TERM Rate TERM PROGRAMS EST. COST FEE AMOUNT TERM LEVY TERM
FAC Program Assistant  $ 110,000 0.73 0.0403
City Hall $7,000,000.00 Project Fund 200,000 1.33 0.0733
IPioneer Hall $500,000.00 Maintenance Fund 350,000 2.33 0.1283
Community Center $500,000.00 Weed Abatement Fund 20,000 13 0.0073
Solar Installation (3) $2,100,000.00 5.69 Continuous 0.2492 5-Years
WPerozzi Fountain $350,000.00
For a residence assessed at $400,000 the 20-year levy would equal $99.68/year
Total $10,450,000.00 $6.97 10 Years 0.1915 20 Years
IFor a residence assessed at $400,000 the 20-year levy would equal $76.60/year
IEXISTING EXISTING
ESSENTIAL SERVICES VALUE SERVICES
STAFF & PROGRAMS STAFF & PROGRAMS
§Public Safety
PROJECT EST. COST FEE AMOUNT TERM LEVY TERM PROJECT EST. COST FEE AMOUNT TERM LEVY TERM
2 Police Officers S 400,000 $2.67 0.1466 CERT 120,000.00 0.80 0.044
3 Firefighters 600,000 $4.00 0.2199 Affordable Housing 200,000.00 133 0.0733
Deputy Fire Chief 180,000 $1.20 0.066 Social Service Grants 134,000.00 0.89 0.0491
Fire Overtime 100,000 $0.67 0.0366 Econ Dev Grants 150,000.00 1.00 0.055
Fire M&S 100,000 $0.67 0.0366 Band 70,000.00 0.47 0.0257
Court Clerk 50,000 $0.33 0.0183
Total 674,000.00 4.49 Continuous 0.2471 5-Year
Total $1,430,000.00 $9.54 Continuous 0.524  5-Years

Other General Fund

|For a residence assessed at $400,000 the 5-year operating levy would equal $209.60/year

STAFF & PROGRAMS
PROJECT EST. COST FEE AMOUNT TERM LEVY TERM
fFinance Director 60,000 $0.40 0.022
Communications 150,000 $1.00 0.055
Assistant Planner 110,000 $0.73 0.0403
Total 320,000 $2.13 Continuous 0.1173 5-Years

|For a residence assessed at $400,000 the 5-year operating levy would equal $46.92/year

For a residence assessed at $400,000 the 5-year operating levy would equal $98.84/year

Live Entertainment Ticket Tax
Based on selling 320,000 tickets

Per Ticket Yield Fee 5-Year Levy

S 3.00  $960,000.00 $6.40 0.0704
$ 2.50 $800,000.00 $5.33 0.0586
S 2.00  $640,000.00 $4.27 0.0469




Rank

At its first meeting, the Sustainable Services Revenue Task Force was provided this matrix along with white papers on each of the below-noted revenue options. Task force members were asked to rank the five options of greatest interest. The results are
summarized below with total scores and corresponding ranking for each revenue option. Scores were weighted to allow for consistent calculation across re venue options and member votes. For example, a rank of 1 by a member would score the revenue
option 5 points, a rank of 2 would score 4 points, and so on. Members were also offered the opportunity to write-in additional ideas, which generatgd a cigarette tax and soda tax.

Score

| Local Option Levy

Option

Voter approved local option levies are the only mechanism to raise

City of Salem
Alternate Revenue Options

Summary Description

ecific programs
| purposes.
Fee assessed to State Agencies for services that are generally
funded by property tax revenue. Examples include a Fire/Medical
fee based on square footage or personnel.

Excise tax on building permit valuation to fund affordable housing
initiatives.

lransposl

Strategic Initiative| Authorization

tinable
Services

Affordable
Housing

Sustainable

Council Adoption; otential
Voter Referral

Council optin; Requires

Implementation

Very Difficult - Would reuire

legislative changes.

Less ifficult - Inonder

current permit system.

Difficult - Reures voter apval

. ~Greater than $im dn on |

‘ I

Revenue options with an asterisk (*) next to the ranking indicate a tie with another revenue option. The rows highlighted in green demonstrate where the three final recommended revenue sources placed in relation to other options.

Revenue Potential

High ~Greater than $1Mig on
fee size and structure.

fee size/inclusion.

High - Greater than $1M depending on

housing, or other variations.

rentals).

operating revenue beyond the permanent rate; can be tied to a Services Voter Approval; Maximum 5  [every 5 years. Subject to levy size and structure.
specific program. Subject to Measure 5 compression and are the years compression.
first levies to be compressed. The levy would need to be larger (less
efficient) since compression is present in Salem.

6* 13 Retirement Community/Skilled Fee to offset usage costs (Fire/Medical) for this type of provider. Sustainable Council Adoption; Potential Less Difficult - Could be invoiced like [Low - Between $50K and $900K based

Nursing Facility Bed Fee Could be billed monthly/quarterly. Services Voter Referral Downtown Parking Tax. on size/inclusion.

7 11 911 Tax Increase Increase to Emergency Communication Tax (9-1-1 tax), which Sustainable State Legislature Difficult - Would require state Varies - $600K-$3.5M additional
supports operation and improvement of emergency reporting Services legislative action and broad, state- |revenue depending on intent to cover
systems. Current rate is $0.75 per phone line, per device capable of wide support. Possible referal to cost of service (33%-100%).
reaching 9-1-1, or per retail transaction of prepaid wireless services. voters.

8 9 Business License Fee Annual Business License Fee for all businesses operating in City Sustainable Council Adoption; Potential Difficult - Application processing and [Medium - Between $500K and $1M
limits. Structure could include small/large businesses, multi-family  [Services Voter Referral collection (similar to short-term depending on fee size/inclusion.

S N



Property Tax Reform

Summary Description

Oregon's property tax system operates under two constitutional

Strategic Initiative Authorization

Sustainable

State Legislature

Implementation

Difficult - Would require state

Revenue Potential

Varies - Could generate signficant

non-residents.

potential registation of food
businesses.

amendments, Measure 5 and Measure 50, designed to limit Services legislative action to modify, or additional revenue depending on the
property taxes and make them predictable for taxpayers each year. implement new functions, within changes implemented.
The current system has no periodic recalibration of values and existing system.
would require legislative reform to address the inequity across the
system.
10* New Taxing District/Dividing a Formation of a new taxing district, annex into a current districtto  [Sustainable Council Adoption; Overlapping |Very Difficult - Would require a High (Savings) - Could result in savings
Taxing District/Merging a Taxing provide a specified service, or merge with another taxing district. Services Taxing district approval; Voter (lengthy approval process. and operational stability.
District Approval.
10* Admission/Amusement Tax Tax on admission into events. Could be structured as a flat rate, a  |Sustainable Council Adoption; Potential Difficult - Would need a larger Varies - Between $400K and $2M
rate of the ticket value or a percent of gross receipts. Would be Services Voter Referral number of employees to manage depending on tax size and structure.
remitted via return-monthly or quarterly. program which may offset revenue.
11 Prepared Food/Beverage Tax Local tax on the prepared food sales in City limits. Would not Sustainable Council Adoption; Potential Difficult - Would need an High - Greater than $1M depending on
include hospital or university dining halls. Captures revenue from Services Voter Referral operational process established, plustax size and structure.
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10/8/21, 7:49 AM Kosmont Companies - Kosmont Companies
financial advisory, economic development strategies, public / private project
transactions, sustainable infrastructure, housing projects, market studies and
economic analysis for the public, non-profit and private sectors.
Founded in 1986, Kosmont Companies is a nationally recognized expert in economic
development, public/private finance and real estate development projects involving

government and private sector partnerships.

Innovation

Kosmont is on the cutting edge of evolving industry trends, challenges and solutions.
We understand the needs of the public and private sectors and consistently deliver on
successful projects that improve the quality of life for communities while generating
market returns for private investors, developers and corporations. We are leaders in
specialized economic development tools and how best to implement strategies and
projects. We are not just a study company, rather we are transactional; a firm with a
33-year reputation for taking hands-on approach to client management and real

estate services.

Integration

Whether the objective is getting a project entitled and approved, or developed and
operating, or if the goal is to generate new tax revenues, jobs or business
opportunities, Kosmont Companies focuses on successful outcomes. We have
integrated and strategic alliances with our real estate brokerage and public finance
firms that in the aggregate, provide a depth and breadth of services to a diverse client

base.

Intelligence

We know the market. Kosmont's diverse and uniquely qualified professional team of
advisors provides the depth and expertise required to help clients analyze, strategize,
structure and implement projects of all product types, sizes and complexities. Our
highly educated staff includes former City Managers, Directors of Economic
Development/Redevelopment, Community Development, and

development/commercial real estate experts.

https://iwww.kosmont.com/kosmont-companies/ 2/3



10/8/21, 7:49 AM Kosmont Companies - Kosmont Companies
Integrity

We recognize the powerful social and economic benefits of community development,
and Kosmont is committed to bringing public, private, and non-profit organizations
together in meaningful and transparent real estate transactions that help
communities flourish. Kosmont has been trustworthy advisors to hundreds of public,

private sector and non-profit clients for over 30 years.

Real Estate and Financial Advisory
Economic Development Consulting

Kosmont Retail NOW!®

Sales Tax Assessment Revenue (STAR*)®
EIFDs / CRIAs / Special Tax Districts
Opportunity Zones

Development Opportunity Reserve (D.O.R.)™
RFPs / RFQs Services

Redevelopment Dissolution

Housing / TOD / Sustainability

© 2021 Kosmont Companies Manhattan Beach, CA 90266

https://www.kosmont.com/kosmont-companies/
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10/8/21, 7:44 AM Housing / TOD / Sustainability - Kosmont Companies
state policy and related legislative tools to implement successful real estate and

economic development at the local level.

Land Use Planning and Economics

Tailoring General Plans, Specific Plans, and other land use planning to
accommodate and incentivize blended-use, transit-oriented development with

appropriate housing densities

Evaluation of fiscal impacts and economic benefits to prioritize and improve
general fund solvency, while addressing climate action, housing, and sustainability

goals

Considering pro forma financial feasibility to promote successful private sector

investment in local communities

Utilizing housing and density as a tool to incentivize project development with

Development Opportunity Reserve (D.O.R.)™

Climate Action Plan Implementation

., Formulation of funding and financing strategies to implement local and regional
Climate Action Plans and achieve State compliance, while catalyzing and

supporting new private sector investment and economic development.

Project Funding and Financing Tools

Targeting and utilizing the broad set of tools now available to public agencies and
real estate developers to implement climate action, housing, and sustainable
infrastructure
Tax increment financing districts
EIFD - Enhanced Infrastructure Financing Districts
CRIA - Community Revitalization and Investment Authorities
AHA - Affordable Housing Authorities
NIFTI and NIFTI 2 - Neighborhood Infill Finance and Transit Improvement
Acts

https://www.kosmont.com/services/housing-tod-sustainability/ 2/4



10/8/21, 7:44 AM Housing / TOD / Sustainability - Kosmont Companies
SEIFD - Seaport Infrastructure Financing Districts

Military Base Infrastructure and Revitalization Financing Districts

Special assessment districts
. CFD - Community Facilities District

» BID - Business Improvement District

Assessment District, Parking District, etc.

. Entitlement and CEQA streamlining tools
s WHOZ - Workforce Housing Opportunity Zone
HSD - Housing Sustainability District
, SB35
D.O.R™

State and Federal Grants
> 1G - Infill Infrastructure Grants

AHSC - Affordable Housing and Sustainable Communities
s EDA - Economic Development Administration

» Proposition 1, Proposition 68

. Opportunity Zones (0OZ) Funds for real estate and operating business

investments

Real Estate and Financial Advisory
Economic Development Consulting
Kosmont Retail NOW!®

Sales Tax Assessment Revenue (STAR*)®

EIFDs / CRIAs / Special Tax Districts

https://www.kosmont.com/services/housing-tod-sustainability/ 3/4
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