ORDINANCE NO. 182094 AS AMENDED
Dedicate a portion of the Utility License Fee to fund Portland’s transportation operations, maintenance and safety needs. (Ordinance)

The City of Portland ordains:

Section 1. The Council Finds:

1. The City’s transportation system is in disrepair.  The deferred maintenance liability for the unmet transportation maintenance and safety needs is estimated to be at least $422 million.  Without additional funding, the condition of the transportation system will continue to decline and cost of repair will continue to increase. 

2. In July of 2007, an 89-person Safe, Sound and Green Streets Stakeholder Committee was formed with the purpose of guiding the process to help solve Portland’s transportation problems. This committee is made up of business people, neighborhood representatives and members of transportation interest groups.  The Stakeholder Committee determined that a new funding mechanism was needed and recommended allocating part of the Utility License Fee back to transportation.

3. Gas tax revenue has comprised 66% of the discretionary resources available for maintenance and preservation of the City’s transportation system.  The state legislature last authorized a gas tax rate increase in 1993.   Portland receives only 40 cents of every dollar of gas tax collected in the City; the remainder funds the statewide transportation infrastructure. The revenue generated by the gas tax has not kept pace with inflation.  Increasing fuel efficiency has also reduced revenues.  The League of Oregon Cities estimates that transportation costs have increased 70% since 1993.  The City can no longer rely on the gas tax to meet the needs of the Transportation System. The gas tax is our only revenue stream for maintenance. State and Federal funds are currently not available for maintaining our transportation system.

4. Since 1993, the condition of the City’s transportation system has deteriorated significantly.  The backlog of unmet street pavement needs has grown 27% over the past 10 years due to the lack of funding available to address it.  

5. The needs of the transportation system have significantly outpaced resource growth.  To meet our maintenance and safety needs the State of Oregon would need to implement a 24-cent gas tax increase; an increase of this magnitude would have extremely limited political support. The City, like other municipalities statewide, must increasingly rely upon local resources to fund transportation system improvements.

6. Without an increase in local funding, Portland’s transportation system will experience a precipitous decline in its condition over the next decade.  The percentage of the street system in poor or very poor condition is estimated to increase from 22% to 27%.  The percentage of signal hardware in poor or very poor condition is estimated to increase from 43% to 67% over the next ten years.  

7. Maintenance and proper operation of the streets is required in order to protect the public health, safety and welfare.  Inadequate funding for safety improvements has resulted in avoidable injuries and deaths, with an estimated annual cost of over $400 million in the City of Portland.  

8. In 1988, City Council adopted Resolution 34423, which adopted the Transportation Funding Policy, directing immediate implementation and inclusion in the City’s Comprehensive Financial Policy.  It directed: 

a. The Office of Transportation will submit a program budget for all its activities each year that specifically includes those programs or activities proposed to be funded with General Fund discretionary dollars.  The General Fund portion of the budget will be divided into two parts: 1) an amount equal to the current year’s transfer, and 2) if the amount is less than 28% of the budgeted Utility License Fee receipts, a supplemental amount equal to the difference between the current year transfer and 28% of the projected Utility License Fee receipts in the next budget year.


The General Fund portion of the proposed Transportation budget will be reviewed each year along with other General Fund program needs.  This policy provides a target amount of 28% of projected utility license fee receipts for the program to be submitted by Transportation.  However, depending upon the financial condition of the General Fund and other service needs of the City, the Council might adjust the actual transfer in any given year.

b. When actual Utility License Fee receipts fall below budgeted levels, the Transportation and General Funds will share the shortfall proportionately. 

c. Transportation reserves will continue to be counted as part of the City’s reserves for purposes of financial reports. However, the City will rely first on its General Reserve Fund to meet unexpected financial emergencies. 

d. Other City revenues currently available for transportation funding will continue to support transportation programs.

e. The Office of Transportation should continue to seek additional funding that will be dedicated to transportation needs. 

9. The City’s Comprehensive Financial Management policies provide that, “unless otherwise stated explicitly by the Council, the City will not dedicate discretionary revenues for specific purposes in the General fund.  This will preserve the ability of the Council to determine the best use of available revenues to meet changing service requirements.”
10. Over the past seven years the Office of Transportation has had to reduce the services by $42 million and has been unable to maintain the City of Portland’s basic infrastructure. 
11. Over the past seven years the City of Portland has realized a 3.78% increase in the Utility License Fee (ULF) due to increased revenue from utility sector, specifically from increased revenue from electricity, natural gas, and related services.  

NOW, THEREFORE, the Council directs:

a.
All Utility License Fee (ULF) revenue above the March 2008 General Fund five-year forecast will be allocated to the Portland Office of Transportation for operations, maintenance, and safety.  These funds will be allocated as one-time resources to Transportation in the following fiscal year, starting with FY 2008-09 revenues, until the annual total reaches $4.3 million.  As part of the normal budget process, the Office of Management and Finance will estimate ULF revenues above the March 2008 General Fund five-year forecast to be included as a resource for the Office of Transportation in the Approved Budget each year and adjust that estimate if required for the Adopted Budget.
b.
Transportation will receive $4.3 million in ongoing resources from the General Fund beginning with the fiscal year following publication of audited ULF revenues that show these revenues to be $4.3 million annually or more above the March 2008 forecast.  This $4.3 million will be adjusted annually for inflation.

c.
Increases in General Fund utility costs resulting from utility rate increases will receive funding to cover those costs prior to the allocation of the up to $4.3 million annually to the Portland Office of Transportation.
d.
This ordinance is the explicit statement of Council’s intent to dedicate revenues to fund Portland’s transportation operations, maintenance and safety needs.  Once the Office of Transportation receives annually $4.3 million from ULF revenues above the forecast, revenues from this source will be considered discretionary General Fund revenues and not tied to the ULF.
Passed by the Council, August 06, 2008
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