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IMPLICATIONS OF POTENTIAL NEW PARKS AND RECREATION DISTRICT ON EXISTING
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The City of Eugene asked ECONorthwest to produce this memorandum to provide input and
discussion regarding: (1) how a new hypothetical parks district could affect revenue streams for
existing intersecting taxing districts and their local option levies, and (2) the potential
implications of a new district for local funding priorities.

Key Term Definitions:
Local Service District:
Independent government
organization, authorized under
Oregon law to provide specific
service. Common examples are
library districts, parks districts, and
fire districts.

Taxing District:
For the purposes of this report, all
government entities that impose a
permanent rate.
Permanent Rate:
The tax rate imposed by a taxing
district.
Local Option Levy:
Temporary tax rates that must be
voter approved. Most taxing
districts are allowed to impose
levies. Operating levies and special
levies to finance specific projects
are examples.

Local service districts (often referred to as special districts, and called
special districts throughout this memorandum) are independent
governmental organizations, authorized under Oregon law to
provide a specific set of public services, such as fire protection,
library services, or parks and recreation services. Special districts
are typically employed when a separate public body is beneficial
to ensuring focused policy attention, and when a steady stream of
dedicated revenues is needed to ensure that those services are
predictably provided. However, in Oregon, limitations on the
total amount of revenue collected from property taxes can mean
that a newly-formed special district could reduce revenues to
existing taxing districts. The revenues from their collective
permanent rates and levies cannot exceed the limits set in State law.
These fiscal interactions are the focus of this memorandum.

The new district discussed here is entirely conceptual: there is no
specific plan to form a new district that ECONorthwest can
evaluate at this time. Based on input from City staff, we have
assumed that the hypothetical district’s boundary is contiguous
Consolidated Rate:
with Eugene’s Urban Growth Boundary (UGB). The proposed
In each tax code area, the sum of
permanent rate for the new district is unknown. We assume that
all property tax rates imposed by all
no new local option levies or special districts are currently
overlapping taxing districts.
proposed that could have contemporaneous fiscal impacts.

Summary
Because of the complexities of Oregon’s property taxation system, in some situations, adding
new taxing districts does not reliably result in net new revenue for local government operations.
This occurs because of compression, or a mandatory reduction of property tax revenues to
comply with state law when certain thresholds are exceeded. When compression occurs, it
results in a de facto reprioritization of public priorities and funding to accommodate the new
district: a redistribution of the same, limited revenue pie in a greater number of slices.
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The key question explored in this memorandum, which is a very preliminary look at these fiscal
issues, is whether a new district increases the risk of compression, and thereby the risk of
revenue losses to the existing taxing districts and their local option levies to accommodate the
new district.
Adding a new district will increase the risk of compression, but that the risk varies greatly by
location within Eugene’s UGB and by market cycle. The risk is greatest in declining real estate
markets, and in areas that already have relatively high tax rates. Local option levies are most at
risk because they are reduced first through compression, before permanent rates are affected.
Bonds are never affected.
To begin to understand the potential magnitude of impact, we considered a hypothetical
property with a value of $300,000 and a relatively high tax rate of about 11.0 per $1000 of
assessed value (an approximation of a high-end consolidated rate in the Eugene UGB1). We
found that compression losses would total an average of about $350 per year in a declining
market even if the new parks district had a fairly humble permanent rate of 1.6 per $1000 of
assessed value. This is a worst case scenario (properties with lower tax rates would experience
no compression in this same scenario), but, in a declining market, one that would be replicated
across other properties in the City’s UGB. The cumulative impact would require more analysis
to understand, but could be substantial, especially for existing local option levies (which include
Lane County Public Safety, Lane County 4-H/Extension, City of Eugene Library, River Road
Park and Recreation District, Santa Clara RFPD, and Goshen RFPD).
When compression occurs, the result is reduced ability for existing taxing districts to reliably
receive revenues from local option levies and, in some extreme cases, from their permanent
rates. Even if the risk of compression from a new parks district is limited, a new district would
use available ‘headroom’ under statutory limits that would then no longer available for other
districts or local option levies in the future, reducing overall flexibility in public funding. A new
special district would also have its own elected leadership and government bureaucracies
associated with it, which creates an additional layer of staffing and decision-making that can be
inefficient.
In some cases, this additional decision-making and funding focus is necessary and beneficial,
and is the reason for forming a new district. In Eugene, the impacts to other districts (which,
depending on rates and market scenario, could be negative) must be carefully weighed against
the potential benefits of increased focus.

The highest rate is actually over 14.0 per $1000 of AV, but these appear to outliers that are not applied to any actual
assessed value for tax collection purposes.
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Context for Special District Revenue Collections
Several interacting limitations on property tax revenue apply to
special districts. These statutory rules mean that the formation of a
Key Term Definitions
new special district may, in certain circumstances, limit the revenue
Real Market Value:
Open market transaction price
collections of other, existing taxing districts and levies. At the same
for a property. Changes with real
time, the combination of permanent rates and levies imposed by
estate cycles.
existing taxing districts can limit the revenue generation potential
Maximum Assessed Value:
of the new special district itself.
One measure of property value
for taxation purposes, calculated
based on formulas set in State
statutes.
Assessed Value:
The value to which property tax
rates are applied. Equal to the
lesser of real market value and
maximum assessed value
Measure 5 limits:
Constitutional limits on revenue
collection from an individual
property. No property may pay
more than $15 per $1000 of its
real market value ($5 for
education, $10 for general
government).
Compression:
Occurs when taxes on an
individual property exceed
Measure 5 limits. Components of
the consolidated rate are
“compressed” reducing
revenues.

To understand these interactions, we must begin with an overview
of the property taxation system in Oregon.
Oregon’s property tax system distinguishes between the real market
value, maximum assessed value, the assessed value of property. County
assessors calculate each of these each year, as each play a role in
determining the revenue that taxing districts receive from the rates
they charge. Real market value is the price that a property would
sell for in a transaction between two impartial parties (a sale price).
The maximum assessed value is calculated formulaically, and
grows according to statutory rules.2 The assessed value of a
property is equal to the lesser of the two values: real market value
or maximum assessed value. Assessed value is the value to which
property tax rates are applied to collect taxes.

Exhibits 1 and 2 show the interaction between real market value,
maximum assessed value, and assessed value in two hypothetical
market scenarios (one with declining home values, and one with
growing home values). In the declining market, the assessed value
of the home drops below the maximum assessed value, resulting in
revenue losses to all taxing districts. This loss is distinct from what is known as compression loss,
which is described next. However, it does have fiscal implications for all taxing districts in
declining markets. Because the tax rates are applied to lower overall assessed values, total
revenues to all districts are lower.

The State established the maximum assessed value for each property in Fiscal Year End (FYE) 1998, with the initial
value equal to 10% less than the FYE 1996 real market value. In most situations, the maximum assessed value
increases by 3% each year, unless an exception event occurs, such as the expiration of property tax benefits, a change
in zoning and subsequent change in land use, or (most commonly) new development or redevelopment occurs. The
maximum assessed value for new development or redevelopment is determined through calculation of a ratio of the
real market value to assessed value for similar properties (this ratio is called the changed property ratio).
2
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Exhibit 1: RMV, MAV, and AV in a declining market for a
hypothetical $300,000 home

Exhibit 2: RMV, MAV, and AV in a growing market
for a hypothetical $300,000 home

Oregon’s legal framework places additional limitations on property tax revenue collections,
beyond the interactions described above. It is these further limitations the create fiscal
challenges for new special district formation. In 1991, Oregon voters approved Ballot Measure
5, which amended the Oregon Constitution to establish an upper limit on the amount of
property taxes that the assessor can collect from each individual property. These limitations are
$5 per $1,000 of real market value for education and $10 per $1,000 of real market value for
general government purposes, for a total of $15 per $1000 of real market value.3 These tax rate
limitations are calculated based on real market value, whereas tax rates apply to assessed value.
When the taxes on an individual property exceed the tax rate limitations, the amount of taxes
imposed is reduced, resulting in compression losses for the impacted taxing districts.
A hypothetical new parks taxing district would impose a new permanent tax rate, which would
become a new component of the consolidated rate (or combined tax rates for all overlapping
taxing districts) imposed on each individual property. The revenues collected from that
property would equal the consolidated rate per $1000 of the property’s assessed value. A new
parks district’s permanent rate would be measured against the general government portion of
the Measure 5 limits, which, again, are applied to the real market value (not the assessed value)
of the property.
So, for any individual property, if the revenues collected for general government (based on the
property’s assessed value) exceed the limit of $10 per $1000 of real market value for the
property, the revenues for all overlapping general government taxing districts are compressed.
If a new parks district increases the consolidated rate such that this limit is reached as a result of

3

General obligation bond rates are excluded from these tax rate limitations.
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the new district, all general government districts would experience a proportionate reduction in
revenue from that property. Schools would not be affected by a new parks assessment.
Exhibit 3 illustrates compression losses from revenues the same hypothetical $300,000 home
shown in Exhibit 1, in a declining market. The red line shows what revenues would be collected
before Measure 5 limits are imposed, and the bars show the revenues that are actually imposed
as a result of Measure 5 limits. The difference is compression loss. For the sake of illustration,
we use a declining real
market value scenario, in
Exhibit 3. Illustration of compression impacts in a declining
market, for a hypothetical $300,000 home
which real market values
are falling and assume
example tax rates4 which,
when applied to the real
market value, would exceed
the Measure 5 limits for
general government
permanent rates. In this
example, local option levies
are affected, but permanent
rates are not.
Therefore, in some cases,
adding new taxing districts
and permanent rates to the
consolidated rate does not
reliably result in net new
revenue to local government
Source: ECONorthwest
operations. Instead, it
results in a de facto reprioritization of public priorities and funding to accommodate the new
district: a redistribution of the same, limited revenue pie in a greater number of slices.
Calculating the amount of compression losses is complicated, because it requires an assessment
of the interaction between changing real market values (which fluctuate with real estate
markets) and maximum assessed values (which grow and change formulaically). A new taxing
district might result in compression some years on some properties, and in other years may not.
However, in general, if the consolidated rate remains below the Measure 5 limits even with a
new taxing district added, and real market values are growing more quickly than assessed
values, the danger of compression is very low.

4

$3 per $1000 of AV for general government local option levies, and $9 per $1000 of AV
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Details: Potential Impacts in Eugene
Exhibit 4. General Government tax rates and local option
levies inside of the City of Eugene’s UGB, FYE 2017

Source: Lane County Assessor, FYE 2017

Given the complexities of Oregon’s
property taxation system, the key
fiscal question is: will the
permanent rate and levies
associated with the new district
increase the likelihood of
compression, and result in losses
for taxing districts?
We start with a look at the existing
consolidated tax rates in Eugene.
There are 49 tax code areas, or
geographies with unique
combinations of the overlapping
taxing districts that are categorized
as general government5 inside of
the Eugene UGB. These are shown
in Exhibit 4.

The consolidated rates applied to properties inside of the UGB vary greatly depending on
which tax code area each property is in, and therefore which combination of general
government rates apply. Consolidated
Exhibit 5. Distribution of general government rates
rates range from 1.6743 to 14.5274 per
for tax code areas in the City of Eugene UGB, FYE
$1000 of AV. The distribution is shown in
2017
Exhibit 5.
Some properties within the Eugene UGB
are already experiencing compression, even
in the current expanding market with
growing real market values. The current
losses are relatively small for general
government (up to a maximum of $70
across one entire tax code area) and most
tax code areas experienced no losses in
FY15-16.6 However, the fact that any losses
are occurring at all in the current market
suggests that the upper end of this rate
This Exhibit and the remainder of this analysis focuses only on general government tax rates (rather than education
tax rates) as a parks district would affect only the general government taxing districts and levies with potential
compression losses. School districts and local options would not be affected by a new parks district.
5
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Lane County Assessor, 2017
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distribution is brushing against the maximums allowed under Measure 5, and that a declining
market will certainly lead to increasing compression losses for more properties.
To explore how much “headroom” there might be above this rate before compression occurs,
we created a few simple scenarios linked to the hypothetical $300,000 home and the market
scenarios described in Exhibits 1 – 2 on previous pages, and the weighted average permanent
and local option rates for all tax code areas in Eugene.7 We found that the maximum rate that a
parks and recreation district could charge in the declining real market value scenario (which is
more subject to compression losses) is about $1.62 per $1000 of AV, and in the improving
market scenario, is about $3.88 per $1000 of AV for this example property. While many other
factors would need to be considered to understand compression risks, using this lower rate and
a poor market scenario might be one way to think of a ‘safe’ rate. It appears to be possible under
Measure 5 limits without causing significant compression even in a rapidly declining market.8

Exhibit 6. Compression from one property with and without
a hypothetical new parks district, declining market scenario

Source: ECONorthwest.
Notes: Table assumes a version of a ‘worst case’ scenario. Declining market
assumptions described in Exhibit 1. Uses among highest existing tax rates for local
option levies and permanent rates.

This rate, however, is not risk
free, and adding it to the
consolidated rates inside the
UGB may result in
compression in some areas.
As is evident in Exhibit 6,
many tax code areas in the
City’s UGB have higher rates
than the weighted average
rate (about 7.8 per $1000).
Adding a new parks and
recreation district with a rate
of 1.62 per $1000 to tax code
areas with higher
consolidated rates leads (say,
11.0 per $1000, one of the
higher rates in the UGB) to
compression losses ranging
up to an average of $353 per
year (depending on market
scenario) from that one

To arrive at a reasonable assumption for a ‘common’ consolidated general government rate across all tax code areas,
we weight the average by the portion of total assessed value in all 49 tax code areas: 7.7926 for permanent rates and
.5908 per $1000 of AV for local option levies. Six tax codes were omitted because their assessed value was not
reported.
7

Additional analysis would be necessary if a district is formed to evaluate the impacts of rates, with special
consideration given to determination of realistic declining market scenarios. This is a quick look at one hypothetical
property, and cannot account for the full range of market conditions.
8

ECONorthwest

7

hypothetical property (see Exhibit 6). Because local option levies are compressed first, they are
hardest hit. Currently, local option levies within the City’s UGB include:
§

City of Eugene Library local option levy

§

Lane County Public Safety local option levy

§

Lane County 4-H/Extension local option levy

§

River Road Park and Recreation District local option levy

§

Santa Clara Rural Fire Protection District local option levy

§

Goshen Rural Fire Protection District local option levy

From a certain perspective, this is an unlikely worst case scenario (properties with lower tax
rates would experience no compression in this same scenario), but, in a declining market, it is
one that could be replicated across other properties in the City’s UGB. The cumulative impact
would require more analysis to understand, but could be substantial, especially for existing
local option levies.

Implications
Based on this preliminary analysis, increased compression risk associated with forming a new
parks district is a possible outcome. When compression occurs, the result is reduced ability for
existing taxing districts to reliably receive revenues from local option levies and, in some cases
from their permanent rates. This situation also reduces flexibility for existing taxing districts to
add future local option levies or increase their permanent rates when needed. Even if the risk of
compression from a new parks district is limited, a new district would use available ‘headroom’
under statutory limits that would then no longer available for other districts or local option
levies in the future, reducing overall flexibility in public funding. A new special district would
also have its own elected leadership and government bureaucracies associated with it, which
creates an additional layer of staffing and decision-making that can be inefficient.
Is the relatively low rate that preliminarily appears to be possible under Measure 5 headroom
sufficient to effectively support a new parks district? Is the relative risk of compression losses to
other taxing districts worth the potential losses? Might that available headroom under Measure
5 limits be needed for other future priorities? These are the policy questions relevant to fiscal
decision-making. Others include:
§

How important is it that Eugene have a stable stream of revenue for parks, relative to all
of the other public services funded through our taxation system? Is it worth the
administrative overhead and potential risk of compression?

§

What is an appropriate permanent rate for a new district to be viable as a funding
source? How much does this add to existing consolidated rates? In other words, how big
is the risk of compression given the actual funding needs?
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§

What is the outlook for future real estate market changes that might affect real market
values?

In some cases, additional decision-making and funding focus that comes with a new district is
necessary and beneficial, and is the main reason for forming a new district. In Eugene, the
impacts to other districts now and in the future must be carefully weighed against the potential
benefits of increased focus.
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