City of Salem - Handoutfor 2/27/13

Five-Year Forecast

The City of Salem has continued to manage its way throughthegreat recession but not without service
reductiors and deferring capital needs. Charges inanticipated revenues haveresulted inthe lossof 89
General Furd positiors aver thepast five years. Police Department reductiors include fiveswarn
officers and 6 norrsworn staff, and reductiore for theFire Department haveresulted intwo closed
statiors. Ubrary hours havebeen reduced, code enforcement and lorg-rangeplarmirg havebeen
reduced, park maintenarce hours havebeen scaled back, and pavement maintenarce alorg with other
capital projects havebeendderred. An addtioral £2.6 millioninexpense reductiors will need to be
reglized over the next fiveyears inorder to keep pacewith current revenueprojectiors.

City of Salem - Property Values

The City of Salem has continued to experience declines in Real Market Valueover the past fiveyears.
Median5Single-Family howsirg value hit a highof $211,500 inMay 2007, and has sincedeclined to
£156,000 as of December 2012 a 2% decline. Whilethe rate of decline has been leveling off aver the
past year, the damag ehas been dore. The oncehealthy spread between Real Market ValueandTaxable
Assessed Value has eroded, infact, it is estimated that approximately 55% of the residential properties in
the Salem portionaf Marion County will havea Real Market Valueequal to their TaxableAssessedValue
withinthenext Fiscal Year.

Whilethis is a commaonstory throughout Oregon, it is particularly difficult for the City of Salem because
of Measure Slimitatiors and thetotal government rate cap of $10 per $1,000 of Real Market Value. The
City of Salem has a permanent tax rate of $583whichis extended to all norrexempt properties within
the city limits in bothMarion and Polk courties. The City of Salem permanent rate is one componentof
the total governmernt rate whichalso includes: Marionand Polk County indvidual rates, Soil andWater
Coreervationdistricts, Salem Mass Transit, Regioral Library, andUrban Renewal Areas. Thetotal
Government rate for theSalem portionof Marion County is $10.551 8, and £9.2974 far theSalem portion
of Polk County. Sincethe government rate for theSalem portionof Marion County is over £10,
Compression canandis occurring anall properties where Real Market Value equalsTaxable Assessed
Value as well as properties where thesevalues are closeto oneanather. ForFiscal Year 2013, the City
of Salem will experience £1.1 millionincompression loss, whichis nearly twice the amount experienced
inFiscal al Year 20012 Mearly 60% of all residential properties inthe Salem portion of Marion Courty are
experiencing someleve of compression.

City of Salem - Limited Options

Dueto theGovernment Rate inthe Salem poartionof Marion County, the City of Salem has few options
when considering anoperating levy withinthecurrent tax structure. Thereis a specificorder for
allocatirg compression, starting with reducing local optiontaxes to zero, beforereducing the permanent



tax rates proportiorately. I theCity of Salem decided to pursue a $1.00 per $1,000 of assessedvalue
operating levy, it woddincrease thetotal government rate for the Salem portionof MarionCounty to
£11.5518 and result inthe Salem portion of Polk County government rate goirg above the £10 Measure
Scap. Initial modeing estimates that thiswoud cause a decrease incurrent property Lax revenue
becauseit woud pushan addtioral 5000 properties into compression, as well as increase the
compression loss for properties already experiencing somelevel of compression - Resultirg inan
estimated $3.8 millioncompression lossfar the next fiscal year. It isimportant to notethat a local
operating levy woudaffect other local government option levies as levies are compressedto 80 befare
permanent rates are compressed,

City of Salem Property Tax Revenue Loss due to
Compression
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