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Amend the Arts Education and Access Income Tax code to add a delinition for income-earning 
resident and include in the definition that a resident must have income of at least $ 1,000 to be 
consiclered income earning. (ordinance; arnend code chapter 5.73) 

The City of Portland ordains: 

Section l. The Council finds: 

l. The Council adopted Resolution No. 36939 on June 27,2012, which referred the Arts 
Education and Access Income Tax to Portland voters for the November 6,2012, general election 
as llallot Measure 26-146. 

2. Portland voters approved Ballot Measure 26-146 on Novemb er 6,2012, retroactively creating 
the Arts Education and Access Income Tax (Arts Tax) for the 2012 tax year and all future tax
 
years. The Revenue Bureau began tax collections on February 27 ,2013.
 

3' It has become apparent that in limited situations under the current City Code, a resident in a 
household above the federal poverty level could be subject to the $35 Arts Tax although the tax 
exceeded the amount of their individual earned income. 

4. It was not Council's intent when referring the Arts Tax to voters to assess a tax in excess of
 
an individual's income. To avoid this outcome, a minimum level of income should be added to
 
the definition of "iucome-earning resident" as used in Portland City Code (PCC) Chapter 5.73.
 

5. By defining "income-earning resident" to include a minimum threshold level of $1,000 in 
income, the revenues that will be generated by the Arts Tax will decrease. This change will 
result in decreased tax revenue because low incorne spouses, domestic partners, young adults and 
other low income taxpayers residing in households above the poverty level will no longer be 
required to pay the tax. The exact number of new non-paying taxfilers must be broadly 
estimated because ceflain tax data is unavailable for joint filers and other low income iaxfilers. 
The revenue decrease is estimated at betweenSz77,000 to $700,000. 

6. Since the Bureau's administrative cost cap is a function of the revenues generated (5% of 
gross revenue), decreasing Arts Tax gross revenues increases the likelihood that the Bureau will 
exceed the expense cap of 5o/o. 

7. This change will also result in increased one-time expenses. These expenses are related to 
notification to households about the new income definition to ensure that every taxfiler who filed 
under the existing City Code language is provided a letter and refund request form explaining the 
rule change and the opportunity to request a refund. One-time costs are also expected to incÃase 
related to additional letters and processing for those that fail to file, or need additional assistance 
in determining if they must file. The increase in one-time expenses is projected at $140,000. 

8. Because the Bureau was projecting it would under spend the original $500,000 one-time 
budget by $40,000, the one-time budget increase needed to administer this change in the Code is 
$100,000. 

9' Because this change will reduce gross revenue collections and those collections determine the 
actual amount of on-going administration costs that can be incurred, this change could result in 
the Bureau exceeding the 5o/o cap. 
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NOW, TI'IEREFOIIE, the Council directs: 

a. Portland City Code Section 5.73.010 is amended as follows: 

5.73.010 Definitions. 
For the purposes of this paragraph, the following definitions apply unless the context requires a 
different meaning. 

A. "Catchment" means the geographical area from which an elementary school within a District 
draws its students. 

B. "Director" means the Director of the Revenue Bureau, or authorized designee. 

C. "Gross Revenues" means the total of all revenue received by the City of Portland from the
 
Arts Education and Access Income Tax without regard to collection, administrative or other
 

a resident w 

D E. "Net Revenues" means the revenue remaining after interest, collection, administrative and 
other costs and refunds are deducted from Gross Revenues. 

B R "Portland K-5 Students" means students that reside within the geographical boundary of 
the City of Portland, Oregon that attend Kindergarten through 5th grade in public schools. 

+ G. "Resident" or "resident of the City" means: 

1. An individual who is domiciled in this city unless the individual: 

a. Maintains no permanent place of abode in the City; 

b. Does maintain a permanent place of abode elsewhere; and 

c. Spends in the aggregate not more than 30 days in the taxable year in the City; or 

2. An individual who is not domiciled in the City but maintains a permanent place of abode in 
the City and spends in the aggregate more than 200 days of the taxable year in the City unless the 
individual proves that the individual is in the City only for a temporary or transitory purpose. 
For purposes of this Subsection, a fraction of a calendar day shall be counted as a whole day. 

G II. "Resident" or "resident of the City" does not include: 

1. An individual who is a qualified individual under section 911(dxl) of the Internal Revenue 
Code for the tax year; 

2. A spouse of a qualif,red individual under section 91l(dxl) of the Internal Revenue Code, if 
the spouse has a principal place of abode for the tax year that is not located in the City; or 
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3. A resident alien under section 7701(b) of the Internal Revenue Code who would be 

considered a qualified individual under section 911(dxl) of the Internal Revenue Code if the 

resident alien were acitizen of the United States. 

II- f "schools" means those educational institutions defined as schools by the Oregon 
Department of Education, but do not include on-line schools. 

L j[. "school Districts" means the Portland Public, David Douglas, Centennial, Parkrose, 
Reynolds and Riverdale school districts. 

b. Portland City Code Subsection 5.73.0904. is amended as follows: 

5.73.090 Limitation on Costs. 
A. The Revenue Bureau's first year start-up costs are capped at $5e0900 $600,000. Ongoing 
administrative costs are capped at an average 5 percent or less of Gross Revenues over a five 
year period. 

c. Council directs the Revenue Bureau to make the necessary budget adjustments in the Spring 
BMP to reflect increased administrative costs. 
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