CLACKAMAS COUNTY BOARD OF COUNTY COMMISSIONERS
Study Session Worksheet

Presentation Date: April 21, 2015 Approx Start Time: 1:30 pm Approx Length: 60 min.
Presentation Title: The Road Ahead: Financial Analysis and Funding Options
Departments: Transportation & Development

Presenters: Barbara Cartmill, Director, DTD; Diedre Landon, Administrative’
Services, DTD; Nick Popenuk, ECONorthwest

Other Invitees: Randy Harmon, Warren Gadberry, Transportation Maintenance; Mike
Bezner, DTD; Ellen Rogalin, PGA/DTD; Amy Kyle, Gary Schmidt,
PGA; Chris Storey, County Counsel

WHAT ACTION ARE YOU REQUESTING FROM THE BOARD?

None at this time; this is background information to help with future policy decisions.

EXECUTIVE SUMMARY:

This study session will focus on options for increasing revenue for transportation
operations and maintenance. in the attached document from ECONorthwest, the revenue
options are evaluated based on the following four criteria: ‘

Legal authority
Efficiency

Fairness

Political acceptability

The potential funding options reviewed are: gas tax, vehicle registration fee, road utility fee
and road district,

FINANCIAL IMPLICATIONS (current year and ongoing):

The current annual gap between the amount of available federal and state revenue and
maintenance needs is more than $17 million. That gap has grown approximately $660,000
per year since 2007. Itis anticipated that the gap will continue growing at a steady pace.

LEGAL/POLICY REQUIREMENTS:
Reviewed in attached document.
PUBLIC/IGOVERNMENTAL PARTICIPATION:

PGA and DTD staff continue to work to plan, create and implement outreach and
education activities.




RECOMMENDATION:

None at this time.

SUBMITTED BY:
Division Director/Head Approval
Department Director/Head Approval _~ - ; %:W
County Administrator Approval g

ATTACHMENTS:

What are the options for increasing transportation operations and maintenance revenues?
(pages 10-15 of a memo in process) - ECONorthwest, April 2015

The Road Ahead: Clackamas County Board Update -- ECONorthwest April 2015
(PowerPoint)

| For information on this issue or copies of attachments, please contact Diedre Landon @ 503-742-4411 |
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April 21, 2015
Nick Popenuk

ECONorthwest

ECONOMICS = FINANCE « PLANINING



* Project Schedule Reminder
* Scope of the Problem - Overview
* Revenue Sources

— Overview

— Input from County Board



dule'

* April
— Completing technical evaluation
— Focus Group work
* May
— Polling analysis
— |dentify top three funding packages

* June
— County Board decision



* Physical issues
— Amount and condition of infrastructure
* Financial issues
— Historic, current, and needed spending level
— Existing funding
— Funding gap
— Options for filling the gap
e Public opinion issues
— What might the public support?



Financial issues: revenue sources

Evaluation criteria:
e | egal authority

o Efficiency
— Revenue capacity — Potential for growth
— Administrative cost ~ — Revenue flexibility
— Stability/Predictability

* Fairness

e Political acceptability




Top four revenue options
e (3as tax

* Vehicle registration fee
Road utility fee

¢ Road district




Financial issues: revenue sources

Key decision-making issues:

* Consideration of incorporated areas
» Process for implementation |

e Political acceptability



Strengths | Other considerations
* Fairness * Need $0.12 per

* Revenue from non- gallon countywide to
residents raise $17.65 M

Weaknesses  Requires public vote
* Low growth

e Consideration of
incorporated areas



Vehicle Registration Fee

Strengths

» Consideration of
incorporated areas

Weaknesses

 Revenue sharing
with cities

Other considerations

 Maximum fee
($43/year) raises
only $8.9 M for
County

. Can be adopted by
County ordinance



Strengths Other considerations

e Efficiency e Rate to raise $17.65M
‘Weaknesses — $5/household*
* Complicated . Cointyw'deh o
formulas — $1_ /household
unincorporated

* Administrative cost Can be adopted by

County ordinance
* [ncorporated areas

*With comparable revenue from business/commercial/industrial users based on the amount of use. 10



Road District

Strengths Other considerations
 Efficiency * Rate to raise $17.65M
WeakneSses | —$0.42 countywide

— $0.96 unincorporated
area only

* Requires public vote

* No key weaknesses
to emphasize for the
County decision-
making process * Incorporated areas

11



Input from County Board
* (Questions or comments on sources?

* Initial preferences?
» Countywide vs unincorporated?
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2.4 What are the options for increasing transportation operations and
maintenance revenues?

The County has multiple options for collecting revenue to fill the funding gap. None of these
options, however, are a silver bullet; each option has different strengths and weaknesses that
the County will need to consider. Ultimately it may take more than one funding tool to
completely solve the funding gap.

2.4.1 Evaluation criteria

Before delving into the list of potential sources, it helps to have a reed upon set of criteria to
evaluate those sources. Based on our previous experience helping municipalities adopt new

An essential part of the assessment of a funding sour
If the source is currently prohibited by State statute,
hurdle to be surmounted up front. All the benefits of a

* Revenue sfﬁbility and predictability considers whether the source is likely to avoid
large fluctuations each year and whether the amount raised is likely to be close to the
forecasts.

« Potential for growth considers whether or not the revenue is forecast to grow over time,
and if so, at what rate? Is there an ability to influence this growth rate, by indexing it to
the rate of inflation? ‘

The Road Ahead: Evaluation of the Scope of the Problem ECONorthwest April 2015 10




* Revenue flexibility considers limitations on the types of projects that can be funded with
a given source. A funding source may be a little less useful to jurisdictions if its use is
limited to certain types of projects.

Fairness

Fairness, also referred to as equity, can be defined in many ways. In the context of
transportation funding, the key question related to fairness is “who pays?" A standard
definition of fairness in public finance is that the charges that fund the transportation system are
tied to the users who receive benefits from (or impose costs on) the transportation system.

Political acceptability

down to the four most likely candidates: (1) gas tax, (2) ve 1 _'cIé registration fee, (3) street utility
fee, or (4) Road District (property tax)

Beiow we pr0v1de a bn ;ldescnptton' of the four tools that are under consideration,
hxghhghtmg the unportant strengths and weaknesses of each tool that will be central to the
County s decision on whlch tool(s) to pursue. This is not an exhaustive list of all the pros and
cons of each funding source. Instead, we have limited the number of issues to just those that
we believe ar' most m‘tportant to the County decision-making process.

Gas tax

A local gas tax is a tax on the sale of gasoline and other fuels, levied as a fixed dollar amount
per gallon, or as a percentage-based sales tax.

The Road Ahead: Evaiuation of the Scope of the Problem ECONorthwest April 2045 i1



Key Strengths

o Fairness: A gas tax is a tax on users of the transportation system. In theory, the more a
person travels on roads, the more gas they will purchase, and the more tax they will pay.
Of the four options under consideration, gas tax is the only option that is a true user fee,
where the amount paid is based on the amount of direct use.

* Revenue from non-residents. Of the four options under consideration, gas tax is the only
option that collects a significant portion of revenue from residents and businesses located
outside of the County. This often helps with political acceptability of the tool.

Key Weaknesses

+ Potential for growth: Statewide, gasoline consumptionhas remained essentially flat for
the past 20 years. The gas tax rate would need to be iry dexed to the rate.of inflation, or
else based on a percentage price of gasoline in:order to keep pace with'rising inflation for
transportation maintenance and operation '

» Consideration of incorporated areas: The cities of Canby and Milwaukie already have
local gas taxes ($0.03 per gallon and $0.02 cents per'galion, respectively). This may

vehicle reglstr
Key Strengths

» Consideration of incorporated areas: Since the vehicle registration fee can only be
adopted by Counties, there is no overlap with local jurisdictions charging a similar fee,
Additionally, the State enabling legislation requires a portion of the revenue (40%}) be
shared with cities in the County, which is likely to garner additional political support
from incorporated areas.

The Road Ahead: Evaluation of the Scope of the Problem ECONorthwest April 2015 12



Key Weaknesses

* Revenue sharing: State legislation requires a portion of the revenue (40%) be shared with
cities within the County. Although this should help garner additional political support
from incorporated areas, it is also a weakness, as it limits the revenue potential for the
County.

Other considerations

¢ Revenue capacity: Preliminary estimates indicate that the maxlmum allowed fee of
$43.00 per vehicle per year would generate $14.8 million per year total revenue, with $8.9
million available for the County, and the remaining $5.S?_:_Lﬁﬂhohr_1__§hared with cities. This
rate is insufficient to generate the full amount of the fuﬁding géﬁ Thus, a vehicle
registration fee would likely need to be pursued in: combma’aon Wlth'ofher funding
sources, if it is to be a part of the funding gap : solutlon E

s Process for implementation: Can be adopted,b' a County ordmemce however itis
subject to referendum. : :

Road utility fee

Most jurisdictions charge water and sewe ility fees. A road utility.fee applies the same
concept to County roads. A fee is assessed t i'busmesses and households in the jurisdiction
for use of roads, based on the amount of use typ1ca11y gen ed by a particular use.

Key Strengths

» Efficiency: A uhlllty feeis hlghly stable and predictable, can be indexed to keep up with
inflation, and allows a significant amount of flexibility in how the funds can be spent.

Key Weakness_es

» Compllcated'-formulas Utility fees are typically based on the assumed average daily
trips (ADT) generated by dlfferent land uses. This may be viewed as unfair for

e dividuals whose:use of thie transportation network differs from the assumed norm.
'Ihese ADT formulas can become particularly thorny when considering non-residential
uses. Certain large] ‘businesses are estimated to generate thousands of ADT, resulting in
potentlally very large fees. A recent effort in the City of Portland to adopt a street utility
red substantial pushback from the business community over objections to the
formulas for calculating the fee amount for non-residential uses.

* Administrative costs: The other three revenue sources have systems in place at the State
or County level to collect the revenue. Therefore, those three sources would have
relatively low administrative costs for the County. A utility fee, however, would require
a unique system for collection countywide, since the County does not currently charge
any other utility fees to all residents and businesses of the County.

The Road Ahead: Evaluation of the Scope of the Problem ECONorthwest April 2015 13



Other considerations

» Consideration of incorporated areas: The utility fee could be applied countywide, or
only in unincorporated areas, depending on the revenue needed, and the level of support
from incorporated areas. Multiple cities within Clackamas County have already adopted
local transportation utility fees, including Canby, Lake Oswego, Milwaukie, West Linn,
Wilsonville, and Oregon City, including fees as high as $11.20 per household per month.
If the County seeks approval for a transportation utility fee in thege incorporated areas,

the combined city and County charges would be relatively high; 1 egatlveiy impacting
the political acceptability of this tool.

. Revenue capacity: If the utlhty fee were adopted coun

rise to $10.77 per month. These fees are in'the raj
jurisdictions.

of those charged by other

* Process for implementation: Can be adopted by a Cotinty.ordinance, which makes it
easier to combine with other sources as of a funding packige without putting
multiple measures on the ballot.-

Road District

There are ways the County could:use non-general fund property tax revenue to pay for
transportation oper. tenance, including a local option levy or a general obligation
bond levy. A more roperty tax revenue is the creation of a
special road district.

snue is highly stable and predictable, generally grows at a
t increases for transportatlon mamtenance and operations, has low

Key Weakness

* None. Although no funding source is perfect, and all have their drawbacks, there are no
specific weaknesses of a Road District that we call out as central to the decision-making
process for the County.

The Road Ahead: Evaluation of the Scope of the Problem ECONorthwest, April 2015 14



Other considerations

e Consideration of incorporated areas: Requires city council resolution for each city to be
included in the taxing district. The process for securing these city council resolutions
could be time consuming, and there’s no guarantee all cities would agree to participate.

» Revenue capacity: If the tax were adopted countywide, preliminary estimates indicate a
rate of $0.42 per $1,000 of assessed value would generate sufficient revenue to cover the
$17.65 million estimated funding gap. If the tax were applied only to the unincorporated
areas of the County, the rate would raise to $0.96 per $1,000.

» Process for implementation: In addition to resolutions fror

ty councils, a road district
requires a public vote to implement the property tax rate. '

Summary potential funding mechanisms

All four of the potential funding mechanisms have the ability to generate mos allof the
revenue needed to fill the County’s transportation’ fundmg gap. None of the tools stand out as
an obvious solution that is clearly better than the other tools. The County will need to weigh the
pros and cons of each tool, and determine which tool or combination of tools they want to
pursue. Although there are multiple evaluation criteria that cah be used, a few key issues rise to
the surface when comparing these four spec ic funding tools:

» Consideration of incorporated areas: A major policy decision is whether or not to
pursue funding tools that are applied' countyw1de versus only in unincorporated areas of
the County. Certain: tools ike a utility fee are likely to face significant pushback from
voters in mcorporated ar fs that already have local versions of the same tool. However,
residents of i rporated atreas may mclu e-:demographm profiles that are more hkely to

Process for implementation: Some of the sources require a public vote (Road District and
gas tax). Other tool$ can be implemented by County ordinance (utility fee and vehicle
'-reglstratlon fee). If the County were to pursue a funding package that included both a
Road District and a gas tax, it would require two separate ballot measures in the same
electioj"' which could negatively impact the chance of either ballot measure succeeding,
Any other combination of funding tools would allow the County to put only one
measure oi)__the ballot, while adopting the other tool(s) by County ordinance.

» Political acceptability: Ultimately, the question of which revenue source(s) to pursue
hinges on political acceptability. The County has sought voter approval of transportation
funding tools in the past, and has seen those efforts soundly defeated at the ballot box.
Focus group findings and polling information will be critical input to determine which
funding tools have the greatest chance of success at what dollar amounts, and in what
geographies.
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