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Orprcg on MRyoR Snivr Aon¡{s
 
Crry or PoRt,qno
 

June 27,2012 

Dear Colleagues; 

We have a growing probletn in our city: clespite our national reputation as a creative community, 
afts and music education is rapidly disappearing from our schools. Currently, over 1 1,500 
stuclents in 26 schools l-rave uo access to certifìecl instruction in art, rnusic, dance or clrarna ancl 
orrly 18olo of our elemeutat'y schools offer art instruction (compared to 83Yo nationally.) 

Our kids and communities cleserve more. National research links access to arts ancl music 
eclucation to improved test scores, gracluation rates ar-rd college aclmittance: this is particularly 
true for lower-incotne and at-risk stuclents. Irr 2010,44o/o of Portlancl's high school stucler-rts did 
not graduate with their class. We lnust clo something about this. 

The lack of arts eclucation arrcl fundingholds our cityback. Non-profit arts and culture 
organizations play a key role in the education of our children, the econolnic vitality of our' 
region, and the livability of our city. We know that cities witli thrivirrg arts and culture 
commtlnities attract businesses, develop a creative workfòrce and create econolnic development 
opportunitics. 

After years of extensivc research and con-ll-r-unity outreach conductecl in partnership with the 
Creative Aclvocacy Network (CAN) that engagecl thousands eclucators, nonprofìt arts 
organizatious. busiuess leaclers, electcd offìcials, parents ancl resiclents, I am proucl to bring this 
proposal to Council that will help to acldress our City's eclucation ancl access needs in a strategic 
fàshion to thc benefìt of all Portlanders. 

We ntust ellsLlre that every stuclcnt has access to lr-lt-lsic atid the arts and that the riches of 
Portland's creative community are available to all of our citizens, regarclless of incorne or 
neighborhoocl. Ref'erral of this plan to the voters of thc City of Portland fòr their consicleration orl 
tlrc Novernbcr 6, 2012 Gertcral Election ballot r,r,ill give tl.re citizcns of this city the opportunity to 
nlal<c tlral hap¡tcrr. 

RcspcctfilIy subruittecl, 

Sam Adams 
Mayor, City of Portlancl 

122 I SWFoclrrlAvr,i.lrrr,, Sll 1t,340 I Porill¡xn, OHl,cion97204 
(503) 823-4 120 ô nrayr.rrsanladants.conl 
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Background 
The City of Portland, in partnership with the Creative Advocacy Network (CAN), is considering an art and 

music education and access funding proposal that may be referred to voters by ballot measure on 

November 6,2012.1This funding proposal, known as the Arts Education and Access lncome Tax is 

designed to create an equitable and predictable way to fund the arts with a low-burden to taxpayers. Money 

would be dispersed to Porlland schools and to the Regionai Arts & Cuiture Councii (RACC) to fund the arts 

and art education. 

Representatives from the Mayor's Offìce and CAN initiated discussions with the Revenue Bureau to seek 

advice in the administration of the Arls Education and Access lncome Tax. The Revenue Bureau's initial 

recommendation was that the Oregon Department of Revenue (DOR) be the primary administrator of the 

tax because that agency already has an income tax collection infrastructure, Conversations with DOR 

management have resulted in that agency communicating it cannot collect this income tax at this time. 

Structure 
Under the proposed Arts Education and Access lncome Tax, ail income-earning adult residents of Portland 

would be subject to an annual tax in the amount of $35. There would be an exemption available based on 

100% of the Federal Poverty Level (updated annually) based on famiiy size. "lncome earning aduits" wouid 

include individuals with wage (W-2) income, self-employment income, rental income, retirement income 

(including Social Security income), "flow{hrough" income from partnerships and S-corporations, investment 

income (interest, dividends and capital gains) or any other income. 

Under the current proposai, individuals would fìle an annual tax return which would be due on April 15, the 

same time as their other income tax returns. lf the Arts Education and Access lncome Tax is approved by 

voters in the November 6,2012 election, the tax wouid be effective for the 2012 tax year and the first return 

would be due on April 15, 2013. The return would be simple and would be no more than one page in length. 

There would be a simple oniine fiiing and payment option and its use would be strongly encouraged. 

Taxpayers would have the option of paying with a credit card and they would likely be subject to a 

"convenience fee" in addition to the $35 if they use a credit card. The amount of this convenience fee would 

likeiy be less than $1. 

All adult residents would be required to file the one-page form. There would be a section of the form 

dedicated to claiming the "poverty level exemption" and there would be a requirement to send in verifìcation 

(federalincome tax returns, etc.) in lieu of the $35 payment if claiming the exemption, If an individual is 

claiming that they had no income, they would sign a staiement to that effect and their claim would be subject 
to future verification. 

The proposed Arls Education and Access lncome Tax would use the same residency defìnition that the 

State of Oregon uses in determining the residency of taxpayers for individual income tax purposes. lf an 

individual is notifìed of a fìling requirement under the proposed tax and they claim that they are not a 

resident of Portland, they wouid be required to provide verification such as a rentai contract, utility biils, etc. 

Taxpayers would be offered two payment options. The first option would be to pay the entire balance due. 
(ffiS¡ ny April 15. The second option wouid be to pay $18 by April 15 and then pay a second installment of 

$18 by May 15. There would be no extension of time to file or pay, lf a resident's federal and Oregon tax 

returns have a filing deadline extension until October '15, they can request an extension of time to provide 

1 
CAN is a non-profit organization established to research and supportfunding and access to arts educalion and the arts in the 

Portland area, See htto://theartscan,orq/, 
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supporting documentation. lf a resident pays the $35 fee in error, they can request a refund of the overpaid 
amount. 

As with any income tax, penalties would need to be used as a tool to encourage compliance. An example of 
an appropriate penalty structure would be to add a $15 penalty if the tax is paid after the Aprii '15 due date 
and then to add a $20 penalty if the return is more than six months late, There would be policies in place to 
waive penaities in certain limited circumstances. 

Figure 1. Payment Options 

iinrö,p'ìi,Ë-¡¡¡Þ.ãy"ËÞiiiffiL¡iiÈìÍiiïrnffiriËiËo ii:ì¡ ìii'.ii 

$35 Tax if paid by April 15 

$36 $18 paid byApril 15 and remaining $18 paid by May 15 ($35 tax plus $1 charge) 

$50 lncludes $'15 penalty if paid from April 16 to October 15 

$70 lncludes additional $20 penaity if paid after October 15 

$0 Adults ('18 and over) under the poverty level 

$o Adults with no income 

$0 Residents under 1B years of age 

Projected Revenue 
ln order to project the revenue that would be generated by the proposed Arts Education and Access lncome 
Tax, the population of Portland must first be analyzed. Based on Census Bureau data, in 2010 there were 
approximately 398,582 individuals that would have been responsible for paying the tax. See the table below 
for a summary of eligible taxpayers. 

Figure 2. Estimated Eligible Residents in Portlandz 

i10,tb1,tt.s.lqênå# üñ,ffjä#í:í$$&.ïiâ 
583,776 City of Portland residents 

472,253 Adult (18 and over) residents 

/J,O/ | Adults under the poverty level (15.6% of 1B and over pop.) 

398,582 Estimated Eligible Residents in Portland 

Based on the 2010 figures and more recent census fìgures and projections, the total Portland population 
can be estimated for the first fìve years of the tax (2013 through 2017). See the table below. 

Figure 3. Estimated/Projected Total City of Portland Population 2010-20173 

j ilr: j:::r::i:i:rit-l:rnaì:r :: 

ätit"j,z0lEi{, 

Total Population 583,776 585,845 590,415 595,964 602,341 603,046 610,403 618,094 

2 Source: http://censusviewer,com/city/OR/Portland, American Community Survey 
3 Sources:www,pdx.edu/prc/population-estimates-O (March 2012',2011Annual Population Report Tables) 
www.oea.das.state.or.us/DAS/0EA/docs/economic/appendixc.pdf (Page 106) 

www.oea.das.state.or.us/DAS/0EA/docs/economic/appendixc.pdf
http://censusviewer,com/city/OR/Portland
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Based on the 2010 US Census figures, 68.28% of all Portland Residents would be subject to the $35 tax 
(398,582 eligibie residents out of 583,776 total residents per Figure 2). This 68.28% figure can be used to 
estimate the number of eligible taxpayers in future years as the poverty guidelines demonstrate that this 

figure has been relativeiy stable over time.+ See the table below for projected eligibility and revenue over 
time. 

Figure 4" Projected Total (After Full Collection Cycle) Gross Revenue by Tax Year 2012-2016s 

i:Í.ra.-'¡ 
irir;:¡.:.;-i; ilrã-o¡:6, 

Estimated Total Population 590,415 595,964 602,341 603,046 610,403 

Eligible % 68.28% 68.280/o 68,28% 68.28Y0 68.28% 

Eligible Taxpayers 403,1 10 406,899 411,253 411,734 416,757 

Compliance Rateo 85% 87Yo 89.70% 89,70% 89.70% 

Actual Taxpayers 342,643 354,002 368,894 369,325 373,831 

Tax Amount $35 $35 o,)Ã $35 $35 

Revenue $1 1,992,516 $12,390,074 $12,911,282 $12,926,388 $13,084,090 

Bureau experience with the Multnomah County Personal lncome Tax (ITAX), administered by the Revenue 

Bureau from 2003-20'10, has indicated that the first year of a tax will have a lower initial and terminal 
compliance rate than subsequent years; the percentage of total payments for the 2012 tax year that are 

deposited by April 15,2013 will be lower than the percentage of tax year 2013 payments that are deposited 
prior to April 15, 2014. This difference will be much greater than the terminal compliance raie difference of 
2%.7 This is due to the fact that there is normally initial confusion regarding filing requirements and that it 
takes some time for enforcement mechanisms to compel non-filers to come into compliance. ln addition to a 

tax year analysis, an "actual deposits by fÌscal year" analysis is important. 

Based on experience administering the ITAX, we believe that 75% of the estimated potential revenue of 

$1 
'1,992,516 will be received during the fiscai year ended (FYE) June 30, 2013. About 20% of the 

$11,992,516 will be received during FYE June 30,2014 and the remaining 5% will be received during FYE 

June 30,2015. 

Also based on ITAX administration experience, we believe that ail tax years subsequent to the first tax year 
wiil be collected sooner than the first year. We believe that 85% of the estimated potential revenue 
($'12,390,074 forthe 2013 tax year, $12,911,282for the 2014 tax year, etc.)will be collected by June 30 of 
the following year. We then estimate that 10% will be collected by the end of the next June 30 and then the 

remaining 5% would be collected by the next June 30. 

For exampie, a total of $12,926,388 is estimated to be collected for the 2015 tax year (Figure 4). The tax 

return will be due on Aprii 15, 2016. We expect 85% of the $12,926,388 ($10,987,430)to be received by 

a Ljkewise, research indicates that the percentage of Portland's population that is 18 or over has historically been a relatively 

constant figure (based on lt/ultnomah County census information), Source: www,pdx.edu/orc/oooulation-estimates-O, An 
assumption has been made that this will continue inio the future, 

Estimated revenues in this table and elsewhere in this document are not guaranteed revenues, but rather, represent the Bureau's 

best effort at modeling a flat, capped income tax wiihout any known comparable jurisdiction to benchmark against. 
o 

The estimated compliance rate of the Arts Education and Access lncome Tax is modeled on past Revenue Bureau experience 

administering the temporary Multnomah County Personal lncome Tax (2003-2005 tax years). After considering. a range of factors, 

the Bureau estimates the compliance rate of the Arts Education and Access Income Tax will likely be about 2 percentage points 

below the TÌnal compliance rates of the 2003-2005 tax.
t 

rbio, 

5 
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June 30, 2016. We expect 10% of the $12,926,388 ($1,292,639) to be received by June 30, 2017. We
 
expect 5% ofthe $12,926,388 ($646,319) to be received by June 30, 2018.
 

Based on these assumptions, the cash flow in the first five years of the program can be projected (Figure 5).
 

Figure 5. Projected Gross Revenue by Fiscal Year FYE 6/30/13-6/30/17
 

Projected Cost 
The Revenue Bureau has formulated cost estimates based on information specifìc to the proposed Arts 
Education and Access lncome Tax based on experience in administering new and existing tax programs 
with features similar to the Arts Education and Access Income Tax. The Revenue Bureau estimates that the 
annual onqoino cost to the City of Portland to administer this program will be $525,000, This amount will 
increase with inflation (principaily personnel costs)and applicable General Fund Overhead Charges over 
time. 

Additionally, the Revenue Bureau estimates that there will be a one-time cost in the first year of the program 
in the amount of $500,000 to mail materials to all Portland households and modify the ITAX database to 
administer this tax. The ongoing annual cost estimate includes hiring 4.5 FTE to administer the program. 
The total estimated cost in the first year of the program is $762,500 ($500,000 plus one half of $525,000). 
The ongoing costs in the first year will be approximately 50% of the calculated amount (Figure 7) as the tax 
wiil not have any significant costs prior to the November election results, 

Figure 6. One-time (First-year) Costs 

Figure 7. Annual (Ongoing) Costs - Unadjusted for lnflation or General Fund Overhead Charges 

Total Personnel $366,382 

Total External Material & Services $31,225 

Total lnternal Materials and Services $127,393 

General Fund Overhead Chargesg Variable 

äi1:ì:::ii$,5,?-s;w¡Ìl; 

Net Revenue Projection 
When the revenues and costs are examined together and compared to the 5% planned "ceiiing" for the 
program's adminishation costs, it is clear that the costs will exceed 5% of revenues in the flrst year of the 

s E-mail from Sara Lowe, Financial Analyst, to Andrew Scott, Financial Planning Division Manager, 29 May 2012. "General Fund 
Overhead projections [will] increase costs in FY 2012-13 by $1 1 700, lY 2013-14 by $20,700, and Fl 2014-15 by $24 600.' ln 

conversations subsequent to this e-mail, the FPD Manager indicated that first year overhead costs will probably be zero because 
the models and rates have already been set by City Council ordinance. For purposes of the chart the most conservative, final/full 
estimate is used. Actual costs will vary. 
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program. ln the second year and in each subsequent year, the costs will be under 5% of the revenues. See 

Figure 8 below. 

Figure 8. Combined Deposits and Costs over the First Five Fiscal Years (Ended June 30) of the Arts 
Education and Access lncome Tax ffable) 

;:lÌii,:ii¿,,;flêâri 

Projected Cost (Adjusted by CPI 

and General Fund Overhead) $762,500 $551,400 $574,972 $589,957 $600,'134 

Projected Gross Revenues $8,994,387 $12,930,066 fi12,813,223 $12,898,062 $13,059,680 

Projected Net Revenues 
(Reduced bv Proiected Costs) $8,231,88i $12,378,666 s12,238,251 $12,308,105 $12,459,546 

5% of Projected Gross Revenues $449,719 $646,503 $640,661 $644,903 $652,984 

Gap Between Projected Gross 
Revenues and 5% of Gross -$312,781 $95,1 03 $65,689 $54,946 $52,850 
Revenues 

Costs as a Percentage of 
Proiected Gross Revenues 

8.5% 43% 45% 4.6% 4.60/o 

Figure L Combined Revenue and Cost over the First Five Fiscal Years of the Arts Education and 

Access lncome Tax (Chart) 

$14,000,000 

$1 2,000,000 

$1 0,000,000 

$8,000,000	 ---r- Projected Cost 

---s- Projected Deposits$6,000,000 

$4,000,000 

$2,000,000 

2013	 2015 
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Figure 10. Combined Deposits and Costs over the First Five Calendar Years (Ended December 31) of 
the Arts Education and Access lncome Tax fl'able) 

ilii:i:i:ìii iiliiY,Ël{rv¡ìi¡r6;# 
Projected Cost (Adjusted by CPI 

and General Fund Overhead) $1,025,000 $55'1,400 8574,972 $589,957 $600,1 34 

Projected Gross Revenues $9,953,788 $12,830,019 fi12,847,235 812,909,242 $13,067,867 
Projected Net Deposits (Reduced 
bv Proiected Costsl $8,928,788 $12,278,619 s12,272,263 $12,319,284 $12,467,733 

5% of Projected Total Deposits $497,689 $64'1,501 $642,362 $645,462 $653,393 
Gap Between Projected Gross 
Revenues and 5% of Gross -$527,311 $90,'101 $67,390 $55,505 $53,260 
Revenues 
Projected Costs as a Percentage 
of Proiected Total Deoos¡ts 

10.3% 4.30/o 4.5o/o 4.60/o 4.60/o 

Figure 11. Combined Revenue and Cost over the First Five Calendar Years of the Arts Education and 
Access lncome Tax (Chart) 

$14,000,000 

$1 2,000,000 

$1 0,000,000 

$8,000,000 ---o- Projected Cost 

---r- Projected Deposits$6,000,000 

$4,000,000 

$2,000,000 

2013 2014 

Compliance Rate and Other Assumptions 
One key assumption in this document is the compliance rate, The Revenue Bureau was the administrator of 
the County ITAX passed by voters for the 2003, 2004 and 2005 tax yearse. The terminal compliance rate for 
the three years of the ITAX was 87% (2003),89% (2004) and 9'1 .7% (2005). These compliance rates were 
used as a point of reference in formulating an estimated compliance rate for the Arts Education and Access 
lncome Tax. Based on difierences in the programs, including the available collection tools and the amount 
of the tax, an assumption was made that the compliance rate for the proposed tax would be two percentage 
points lower than the ITAX compliance rate. An assumption was also made that the compiiance rate would 
reach its maximum after three years at the 89.7% level.10 

e 
The three-year (2003, 2004 and 2005) lVultnomah County Personal lncome Tax (ITAX) was passed by Multnomah County voters 

in May of 2003, In the November 2004 lVlultnomah County election, a ballot measure to repeal the ITAX for the 2004 and 2005 tax
 
years was defeated.
 
10 

This compliance rate assumption is also thought reasonable given data published by the Oregon Department of Revenue and the
 
U,S. lnternal Revenue Service.
 

http:level.10
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An assumption that relates to the compliance rate assumption is the inventory of enforcement tools that will 

be available during the administration of the proposed tax, The Revenue Bureau expects to have access to 

Portland voter registration records and Oregon Department of Motor Vehicles records. The Revenue Bureau 

aiso expects to have limited access to lnternal Revenue Seruice (lRS) records for use to verify income 

amounts and other relevant information reported on the taxpayer's federal Form 1040. 

Another assumption relates to the "poverty level exemption." The assumption was made that this levei 

would not dramatically fluctuate and would increase at a fairly steady and predictable rate going into the 

future. The assumption was based on historicaldata. The U,S. Famiiy Poverty Level(Figure 12)has had 

substantially a linear increase from '1983 lo 2012.It has mirrored the U.S. CPI over those same years as the 

U.S, Family Poverly Level changes are based on the U.S. CPl.11 

Figure 12. The U.S. Family Poverty Level from 1983 to 201212 

$25,000 

$20,000 
C) 

EI $t s,ooo 
---a-The U.S. Family Potierty 

Lewl (for a Family of 4)5 sr o.ooo 
C, 

$5,000 

öU 

,.-# .-.t so* ."d' sú s.. C 
".oS ""S ""$ 

An assumption was also made regarding the marketing of the program. To maximize the success of the 

program, steps must be taken to ensure that residents are aware of the fìling requirement and the procedure 

to file. There shouid be advertising, press releases, mailings to residents and other outreach efforts. There 

should also be a well-branded and easily found website and this website should walk people through the 

filing process and answer any questions about the tax in general as well as the specific fìling requirements, 

As ailuded to earlier, a criiical component to the success of this program is to offer and encourage a simple 

online filing and payment option,13 

The effective administration of this tax needs to be based on the general rule that ail residents of Portland 

will be presumed to be subject to the tax until records are available or can be provided that verify that they 

are not subject to the tax. Once a potential non-fìling resident is identified using one of the available 

compliance tools, the burden of proof shouid then shift to the resident when determining whether or not they 

have a tax obligation 

11 Per the Bureau of Labor Statistics CPI lnflation Calculator at www.bls.gov/data/inflation_calculator.htm
It 

Source: http//aspe,hhs.gov/poverty/figuresjed+eq,shtml 
13 

Per www.irs.oov/newsroom/article/0,,id=231381,00,htm1, IRS electronic filing (eJile) is used by approximately 70% of taxpayers, 

25% of taxpayers e-fìle from their home computer (using tax preparation software such as TurboTax) and 45% of taxpayers e-file 

using a paìd tax prepareis tax preparaiion software, 

www.irs.oov/newsroom/article/0,,id=231381,00,htm1
www.bls.gov/data/inflation_calculator.htm
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The revenue projections in this document are in part based on assumptions. For example, there will be a 
number of taxpayers that have no income that will file a joint retum with a spouse that does have income. ln 

these cases, there would only be one person subject to the $35 tax. With the information available, it is 

impossible to predict with any degree of certainty how many taxpayers will fall into this fact pattern. This 
type of exempt individual will be fairly rare in our estimation, but we recognize that there will be an adverse 
impact to the overall revenue when these individuals are considered. 

There are also a signifìcani number of aduits who live with their parents (or are away at college) and who do 
not have any income. They also would be exempt from the tax, but it is difficult to determine the number of 
individuals that would fit into this category, We have assumed that the number of these individuals is 

relatively smail. 

Appendix A - Draft Contents of Tax Form 

. Taxpayer name 

. Social Security number 

. Address (residence and mailing) 

. Phone/contact info (name, date, signature) 

. Request for payment plan 

. Online fiiing instructions 

. lnstructions for claiming exemption (tax return, etc, to verify no income/poverty level) 

. lnformation regarding poiicy, procedures, etc. 
o Names, social security numbers and years of birth of dependent children 

Appendix B - Possible Supporting Documents for Poverty Level 
Exemption 

. 

. 

. Federal income tax return 

Free or reduced lunch approval documents 

Oregon TrailCard 
. FederalForm W-2s 
. Medicaidqualificationdocuments 

Appendix C - Proposed Administration/Collection Timeline 

11t6t2012	 Election Dav 

lnformational mailer (with payment coupon, online filing instructions, etc,) sent to all
1t1512013 

Portland households 
4t15t2013 2012lax vear fìiinq deadline 
5115t2013 Second pavment of $18 due (if payment plan option is chosen) 

6t15t2013 First "non-filer" letter mailed 

8t15t2013 $50 ($35 plus $15 penalty) billed to non-responders 
9h5t2013 $50 billed to non-responders (second notice) 

1111512013 Final notice of $70 biiled ($50 plus $20 penaltv) 

1t15t2014 $70 balance due fon¡rarded to collection aqencv 
411512014 2013 tax vear fiiinq deadline 
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Appendix D - Outreach Examples 

n lnformational mailer 
. Reminder postcard 

. Earned media (press releases, etc.) 
o Websites (City, CAN, etc.)
 
. Sociai media
 
. Emails
 
. Tax return preparers
 

. Curbsider newsletter 

. Water bill insert 

Tax forms, etc. at post offìces and libraries" 

Appendix E - Estimated Cost Breakdown of First-year Mailing 
Projects 

lnformational mailer (one-page) to 244,803 households = $123,000 
Postcard mailer/reminder to 244,803 households = $79,000 

lf one informational mailer and three postcard mailers were done in the first year of the tax, total estimated 

(one-time) costs for mailers is $360,000 

Appendix F - Workload lnformation 

The 4.5 FTE for this program will provide data entry, customer service and collection services. As with any 

tax system, there will be peak and reduced workload times forthe program, which requires the Revenue 

Bureau to shift internal resources between programs to meet demands. For example, during peak call 

periods, as many as 10 staff, some from other program areas, could be assigned to handle the volume. 

Overall, the workload requirements of the Arts Tax equates to 4,5 FTE. 

Projected Workload Estimates: 

Telephone Calls 16,000 annually 

Emails 5,000 annually 

Documents 220,000 annually 

Poverty/Famiiy verifications 33,000 annuaily 

Audit workload will include identifying non-filing taxpayers through data-matching with various government 

records. 

t0 
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Appendix G - United States Department of Health and Human 
Services 2012 Poverty Guidelines 

2012 Poverty Guidelines for the 48 Contiguous
 
States and the District of Columbialq
 

Persons in
 
Poverty guideline

family/household 

1 $11,170 

2 1 5,1 30
 

3 19,090
 

4 23,050
 

5 27,010
 

6 30,970
 

7 34,930
 

I 38,890
 

For families/households with more than 8 persons, add
 

$3,960 for each additional person. 

Appendix H - Potential Compliance Tools 

. Department of Motor Vehicles (DMV) data
 

. Voter registration data
 

. Water billing data
 

. Existing City of Portland mailing lists
 

. Oregon Depadment of Revenue (DOR) data
 

. lnternal Revenue Service (lRS) data
 

Sour.., http://asne.hhs,qov/povertl/1 2fedreo.shtml 
14 

11 

http://asne.hhs,qov/povertl/1
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Appendix I - Conceptual Model of Taxfiler ldentification Methods 
The outer double-lined box represents the total population of non-exempt residents; inner boxes represent 

various means used to identify them. 

Remaining non

filers (estimated 

at about 10.3%)"Voluntary filers" 
DOR and IRS

(voluntary data 

compliance) 
Water biiling data 

Existing City of 
Voter registration

DMV data Portland mailing 
data 

lisis 

Appendix J - Clarifying Examples of Exemptions 

Example 1. Joint taxfìlers with sole wage earner and no other income 

One spouse earns $100,000 in wages. The other spouse has no income whatsoever. There are no joint 

incomes earned by both spouses. The household income is not at or below the federal povefty guidelines. 

The $35 tax is imposed upon the single income earner. 

Example 2. Joint taxf lers with sole wage earner and joint income 

One spouse earns $100,000 in wages. A jointly heid savings account earns $50 in interest. 

Both spouses are deemed "income earning residents". The household income is not at or beiow the federal 

poverty guidelines. The $35 tax is imposed upon each spouse for a total of $70 

Example 3. Dependent student 18 years and over 

This household is not at or below the poverty level. A dependent student, age 19, attends college outside of 

Portland. The student returns annuaily to Porlland and earns some income from a part-time summer job. 

The student has maintained residency status in Portland and has income. The student owes a $35 tax 

despite being a dependent for federal and state tax purposes. This is in addition to the tax that may be 

imposed upon the parents of the student. 

TOTAL ANNUAL TAXES DUE 

Example 1 (Joint taxfiiers with sinqle income) $35 

Examole 2 (Joint taxfìiers with ioint income) $zo 

Example 3 (Joint taxfilers with ioint income plus liable student) $1 05 

CONDITIONAL DECISION MATRIX 

L ls income earned (including joint incomes)? lf not, no tax is due. 

12 
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2. ls household income (for the entire househoid) less than federal poverty guideiines? lf less than federal 
poverty guidelines, no tax is due. 

3. ls the taxpayer a legal resident of Portland? lf not, no tax is due. 
4. lf none of the three conditions above are met for exemption from tax, tax is due. 

13 
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Portland, Oregon 
FINANCIAL IMPACT and PUBLIC INVOLVBMBNT STATBMBNT
 

For Council Action Items
 

(Dclivcl olifìinal to lrinancial I anning Division. [ìctain copy.) 
2. 'lelephone No.I . Nar.ne of Initiator 3. Ilureau/Offi celDept.
 

Mayor's Oflice
 Satl Adarns 503-823-t 126 

4a. 'l'o be l'iled (date): 4b. Calendar (Check One) 5. Date Subrnitted to 
Cotlrlissioner's ofTce 

June 2l ,2012 
Regular Consent 4/5thsXXT and FPD Budget Analysl: 

6a. Financial Impact Section: 6b. Public Involvernent Section: 

fi Financial iurpact section cornpletecl I Public involvernent section completccl 

l) Legislation Title: 

Refer Portlancl City Code Changes to Title 3 and 'l'itle 5 regarding arts education and ¿ìcoess to 
City voters at the November 6,2012 General Election ballot (lìesolution) 

2) Purpose of the Proposed Legislation: 
To give Portland voters the opportunity to create a dedicated fund for arts education and access. 

3) Which area(s) of the city are afÏected by this Council item? (Chcck all that apply-areas 
are based on formal neighborhood coalition boundaries)? 

I City-wide/lìegional ! Northeast f Northwest I North 
I Central Northeast ! Southeast f Southwest f] Bast 
! Central City 
I Internal City Government Services 

FINANCIAL IMPACT 

4) Revenue: \ù/ill this legislation generate or rcduce currcnt or future rcvenuc coming to 
the Cify? If so, by how much? If so, please identify the source. 

'I'his new tax is expectecl to generate approximately $12 millior-r annually from City ol'Portlancl 
income-earning residents ( I 8 and over) who are above the lèderal poverty level. The tax is a flat 
$35 per income-earning resiclent. Since the net revenues are primarily dedicated to increasing 
arts education in the schools and arts access finding through competitive grants, tlie revenues 
will be deposited into a Special Revenue lrund. 

In the fìrst tax year, initial revenue collection is expected to bc approxinrately $iì8 niillion. 
Ilecause this is a new tax, it will take longer to contact residents ancl collect the full tax in the 
first year. Year 2 and 3 are expected to see the remaincler ol'the initial year collections, in 
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addition to the annual expectec'l revenue. 

5) Expense: What are thc costs to thc City relatcd to this legislation? What is thc source of 
funding for the cxpcnse? (Pleu,se inclucle cosls in lhe currenl.fìscal yeur as yyell as cr¡sts in 
.future yeürs. If tlrc uclion is relctled lo a granl or cc¡nlrctcf please include the locul conlribulion 
or mcttch requirecl. ('there is a project e¡^limale, pleu,se idenlify the level of confidence.) 

The Revenue Bureau will be aclministering this tax. Annual adn-rinistrative costs are estimated to 
be approxirnately $525,000. One-time start up costs are estimated to be $500.000. One-time 
costs include existing tax application modifications and 3-4 rnailings to City ol'Portland 
resiclents in the fìrst year to notili them about the tax, provide theur with a sirnple tax 1'oun and a 

postcard reminder ¡rrior to the April 15, 2013 paymenf due date. After the first year collections 
expenses will be capped at an averageof 5%o over five y€ars. Allcollection costs will be paid for 
fì'clm the Arts llducation and Access lìund. 

6) Staffins Requirements: 

. 	 rWill any positions be created, eliminatcd or re-classified in the current ycar as a 
rcsult of this legislation? (ll'new ¡tosilions ure created pl.ease include whether they u,ill 
be part-linte,.full-time, lintiled lenn, or permanenl positions. If the position is lintited 
lernt please indicate the end of the lernt.) 
During FY 12-13, lbur Revenue and f'axation Specialist II positior-rs will be created and a 

half-time Revenue Auditor position will be created. 

¡ 	 Will positions be crcated or eliminatied infuture yeus as a result of this legislation? 
Since this would be an ongoing tax, the positions that would be created during F'Y 12-13 
would be continued in Iiture years. No additional positions beyond the 4.5 created in FY 
12-13 are anticipated. 

(CompleÍe f he folloruing sectiort only if ut omendment to the budgef is proposed.) 

7) Change in Appronriations (lf'the accompanying rtrdinance antends lhe budgel please reflect 
the dollar antounl lo be ap¡tro¡trialed hy rhis legislalion. Include lhe ap¡tro¡triale cosl elentenls 
thal are lo be loaded by uccounÍing. Indicale "nev," in liundCenler coluntn il'nev, cenler need.ç 

to be created. Use additional space if needed.) 

Fund Fund Comrnitment Functional Funded Grant Sporrsored Arnount 
Center Item Arca Prosram Pro.oram 
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[Procecd to Public Involvement Section IIIIQUIIìED as of .luly 1,2011ì-
PUBLIC INVOLVTìMBNT 

8) Was public involvcmcnt included in the clcvclopment of this Council itcm (c.g.
 
ordinance, resolution, or rcport)? Please check the ap¡rropriatc box below:
 

X YES: Please proceed to Question #9.
 

D NO: Please, explain why below; and proceed to Question #10.
 

9) If "YES," plcasc answcr thc following questions: 

a) What im¡racts are anticipated in thc communit¡,from this proposed Council 
item? 

Anticipated irnpacts are the needed restoration of'arts and ntusic instruction and access to every 
eligible public elenicntary school in tlie City of Portland, the provision of'funding 1òr our highest 
quality arts and culture orgauizations to prclduce Iì'ee and low-oost arts experiences, and 
increased access to arts aud culture fbr school children and residents across income levels ancl 
neighborhoods. The arts are linked with irnproved educational outcolres, economic prosperity, 
neighborhood vitality, and increased graduation rates. 

b) Which community and busincss groups, under-rcpresented groups, 
organizations, cxternal governmcnt entities, and other interested parties rverc 
involved in this cfïort, and rvhen and how werc thcy involved? 

This initiative is the rcsult of many years ol'extensive community outreach, involvement, 
planning ancl consultation. Over 10,000 individual supporters contributed to this plan inclucling 
1,500 residents who worked with then-Commissioner Sam Adams' oflìce on a creative capacity 
planning initiative beginning in 2008. 

'l'his initial planning process resulted inActJor Art -the regions Creative Action Plan - and 
seeded the creation o1'the Creative Advocacy Network, a nonprofit enlity advocating for this 
elïort. Over'5,000 copies of the Act.for Arl plan were printed and distributed region-u,ide. 
Hundreds ol'individural arts advocates, educators. parents, business leaders and community 
advocates contributed to this process plus these organizatious and entities: 

Porllancl Public Schools, Davicl Douglas School District, Centennial School District, 
Parkrose School District, Iìeynolds School District, Riverdale School District Iìegional 
Arts & Culture Council, Multnomah County, Washington County, Clackamas County, 
Metro, Clackamas Couuty Arts Alliance, City of Beaverton, City of l{illsboro, Oregon 
City Portland Association of'Teachers, Cultural Advocacy Coalition, Portland Art 
Dealers Association, Right Brain Initiative, Ilusiness f'or Culture & the Arts, 'fravel 

Versiott effective July I,20II 



,* 6 ffiåÈ p 

Portland, Working Artists Network, Oregon Business Council, and the Music Access 
Project o1'Portland. 

Outrcach, Planning and Advocacy Highlights 

2008 
. City Commissioner Adarns' creative capacity planning effort, involving input lì'om 1.500 

residents region-rvide, results in tlie establishment o1'the Creative Advocacy Network 
o 	Survey conducted to better understand our region-wide interest, needs and current 

investments in arts and arts education 

2009 
o 	Creative Capacity Strategy Torvn l-{all presents Act for Art - the regiorl's new Creative 

Action Plan - and introduces CAN to the community 
o 	Act lbr Art is published, with -5,000 copies distribLrted region-wide 
o 	lrollow-up survey conductecl 
. Regional Steering Cornmittee recruited ¿rnd convened 
¡ Arts, Busirress and llducation Advisory Cor,rncils recruited 
o 	529 community rnembers complete questionnairc on cultural investrnent options 

2010 
. 	 Regional Steering Committee Meetings in .lanuary, Iìebruary, March, June and November 
. 	 Public Forums conducted in Multnomah, Washington and Clackarnas counties draw l2l 

comrnunity members who cornplete 104 completed surveys 
. 	 127 arts and cultnre organizatiolls are surveyed 
¡ Three 6-Member County l,eadership J'eams are tasked with building a regional investment 

plan 
. 93 arts, educatiou, civic and business leaders collaborate to finalize a tri-county arts 

investment plan 
o 	Arts education investment discussions with K-12 administrators and elected oflicials spark a 

plan to invest in three rna.jor components of a strong arts education: certified teachers, arts 
integration ancl professional arts experiences. 

¡ Portland Plan Arts'fown Ijall held to solicit public {èedback on arts investments 
. In total, 645 residents participate in public meetings and surveys 
. 27 arts organizations join CAN 
. 	 CAN attends and presents at 39 arts and culture events 

20tt 
. 	 Local lnitiative advisors including City of Portland staff and elected officials, Multnornah 

County staff and elected ollicials,l{egional Afts & Culture Council board and stalTleaders, 
Portland school district superintendents, administrators ancl stafl', CAN's Advisory Councils 
and CAN's Iloard provide ongoing guidance and input 

o 	Investment optiór-rs ancl funding nreclianisms are surveyed in the city of Portland 
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o 	Pafttlerships are developed rvith all six Portlancl scliool districts during multiple work
 
sessions with clistrict superiutendents
 

o 	'len al'ts and culture organizations host CìAN presentations at tlieil'board mectings 
o 	CAN's roster o1'member olgzinizations swells to 60 
o CAN attends ancl lrresents at 79 arls and culture er¡ents
 
. CAN's social nreclia ellbrts drau,2,000* Iìacebook fricnds and2,678 Twitter followers
 

¡ Investmetit options ancl linclirrg nrcchanisms are again sutveyecl in the city of'Portland
 
¡ CIAN reaches (ancl passes) the 10,000 suppor:ter mark
 
. CAN attends aud presents at clozeus o1'arts and culture events, parades, festivals, Pl'A
 

meetings, and other corntnunity events
 
. CAN reaches a meurbershilr o1'(r7 partner organizatious
 
o 	Regular meetings take ¡rlace with school district su¡rerintendents and staffto inl'orm tl're arts 

educatioli investrnent pl an. 

c) Iìorv did public involvcmcrrl sh¿¡¡s the outcomc of this Council itcm? 

'l'liis initiative was driven and dilected by the ¡lublic. Portlanders' support for arts education 
shaped tlie printary I'ocus of'the Arts Bducation and Acoess lìund - strengthening tlie tluee mzr.jor 
components of a strong arts education: certilìed teachers. afts integration, and prolèssional arts 
experiences. The l'ocus on providing greater access and opportunity for citizens of'all 
backgrounds and means to have afts experiences and education - especially in currently 
underserved communities - was greatly infòrn-red by public involvement. 

cl) Who designed and implemcntcd thc public involvement rclated to this Council 
itern? 

The City of Portland and the Creative Advocacy Network, a 501(c)(3) organization. 

e) Prirnary contact fbr rnorc information on this public involvement proccss (namc, 
title, phone, email): 

.lessica Jarratt Miller 
Executive Director, Creative Advocacy Network 
(503) 781-8s38 
.lessica@theArtsCAN.org 

l0) Is any f'uture public involvemcnt anticipated or necessary for this Council item? Ple¿rse 
describe rvhy or why not. 

If approved by Council, this itern will be rel'erred to the ballot for the November General 
Election. 

Mayor Sarn Adarns 
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BUIìllAU DIIìEC"|OIì (Typed narne ancl signature) 
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