w1

AGENDA COVER MEMO

DATE: February 2, 2005
TO: Lane County Board of Commissioners
DEPT.: Public Works

PRESENTED BY:  Oliver Snowden
Public Works Director

AGENDA ITEM TITLE: In the Matter of Revising the Oregon Transportation Investment
Act IIT (OTIA 1II) Distribution Formula

I. MOTION
Move Order.
II. ISSUE OR PROBLEM

Should the County revise the base payment to be distributed to cities so that it is
proportionate to the actual revenue received by the County from the Oregon Transportation
Investment Act Il (OTIA I11)?

III. DISCUSSION

A. Background
Last year, the Board of County Commissioners agreed to distribute, for up to three years, all

discretionary revenue that the County expected to receive from the OTIA III to the cities. At
the time the Intergovernmental Agreements (IGAs) with the cities were executed, we
expected to receive approximately $1.4 million annually in new discretionary revenue from
OTIA III. This estimate came from ODOT, and it was based on two key assumptions — a)
the amount of new revenue generated by the registration and licensing fee increases
imposed by the OTIA III legislation, and b) the amount of that new revenue that would be
used for debt service for the $300 million bonding program to replace local agency bridges.

The Board agreed, at its May 19, 2004 meeting, to distribute the County’s OTIA III
discretionary funds to cities on formula comprised of two components — a uniform base
payment for each city, and a payment that reflected the population and road miles in each
city. Table 1 shows the distribution proposed in May, when we anticipated that the County
would receive $1.4 million annually. This distribution was attached to the IGAs with the
cities.
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B. Analysis
For the first six months of 2004, the County received $821,086 from ODOT for its share

of the OTIA III revenue. The County distributed this money to the cities in August 2004
as per the IGAs. We received additional payments from ODOT for July and August of
$445,749 -- much higher than what we had anticipated when the IGAs were signed.

However, following the September payment (which we received in October) we received
no more OTIA III money from ODOT for the remainder of 2004. Recently, we learned
that when ODOT distributed OTIA III funds to counties and cites for the first nine
months of 2004, it failed to withhold the funds needed for debt service for the bridge
bonds. This resulted in a substantial overpayment to counties -- so much so that ODOT
will very likely make no more OTIA III distributions to counties for the remainder of this
fiscal year. That means that after the we distribute the County’s July through September
OTIA III revenues to cities in February 2005, their next OTIA III payment from the
County could very likely be in February 2006. And, based on new estimates from ODOT,
that payment will likely be closer to $500,000 for the first six months of FY05-06 than
the $700,000 that we originally expected when the IGAs were prepared.

This lowered estimate ($1 million annually vs. the original $1.4 million annually)
introduces a complication to the County’s distribution of its OTIA III funds. When the
Board negotiated the allocation formula for OTIA III with the cities, we used a base
payment for each city that was prorated from the County/City Road Partnership
Agreement. The total base payment set aside in the Partnership agreements was 16.8
percent of the total distribution. Thus, for a $1.4 million annual OTIA III distribution, the
total set aside for base payment was $235,200 (81,400,000 X 16.8%). Each city was to
receive $19,000, and that amount was shown in the attachments to the IGAs. If the annual
distribution is closer to $1 million, however, the prorated base payment for each city
would be $14,000, not $19,000. Unfortunately, the current IGA’s do not provide the
flexibility to adjust the base payment administratively. Failure to change the IGA base
payment to be proportionate to the Partnership agreements will skew future OTIA III
payments toward small cities at the expense of large cities.

In order to preserve the original intent of the OTIA III agreement, the IGAs should be
changed to stipulate that the amount set aside for the base payment is 16.8% of the total
funds distributed. Table 2 illustrates distribution of the estimated $1 million FY05-06
payment using the $19,600 base payment. Table 3 illustrates distribution of the estimated
$1 million FY05-06 payment using the revised base payment formula.

C. Alternatives/Options
1. Amend the IGAs to stipulate that the base payment for future OTIA III distributions
be 16.8% of the total distribution.
2. Amend the IGAs to stipulate that base payment for past and future OTIA 1II
distributions be 16.8% of the total distributions.
3. Take no action; leave base payment as stipulated in existing IGAs.
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D. Recommendation
Option 1.

Distribution of the OTIA 1II funds for the first six months of FY04-05 will be delayed

until the Board determines how the base payment should be treated.

IV. IMPLEMENTATION/FOLLOW-UP

Staff will prepare amended IGAs and circulate them for execution. Distributions will
follow execution of each agreement.

V. ATTACHMENTS
Attachment 1 — Payment Distribution Schedule from the IGAs

Attachment 2 — $1,000,000 Payment Distribution Schedule using original base payment
Attachment 3 — $1,000,000 Payment Distribution Schedule using revised base payment



IN THE BOARD OF COUNTY COMMISSIONERS OF LANE COUNTY, OREGON

)IN THE MATTER OF REVISING
JINTERGOVERNMENTAL AGREEMENTS
JFOR DISTRIBUTION OF DISCRETIONARY
JROAD REVENUE FROM THE 2003

ORDER NO. JOREGON TRANSPORTATION
JINVESTMENT ACT III TO THE COUNTY’S
JCITIES TO REFLECT A REVISED BASE
JPAYMENT AND AUTHORIZING THE
JCOUNTY ADMINISTRATOR TO EXECUTE
JTHE AGREEMENTS

WHEREAS, 2003 Oregon Transportation Investment Act III (OTIA III) created
additional discretionary funding for county and city roads; and

WHEREAS, Lane County expects to receive approximately $446,000 in OTIA III
discretionary funding in FY04-05, and approximately $1,00,000 in FY05-06; and

WHEREAS, Lane County has received and distributed $821,086 in OTIA III funds in
FY03-04; and

WHEREAS, the OTIA III discretionary funding is new money, not yet programmed by
the Board of County Commissioners, the Board determined through Board Order 04-5-19-5 that
it would distribute the County’s actual discretionary OTIA III revenue to its cities for up to three
years; and . '

WHEREAS, the OTIA III distribution formula included a uniform base payment to each
city that was prorated from the County/City Road Partnership agreements; and

WHEREAS, the total funding set aside for the base payments was 16.8% of the expected
total of the OTIA III revenues: and

WHEREAS, the executed Intergovernmental Agreements included a distribution
schedule that assumed an annual revenue of $1,400,000; and,

WHEREAS, the actual revenue and revised revenue forecasts of OTIA III funding is
substantially lower than the earlier forecast included in the Intergovernmental Agreements; and,



WHEREAS, the Intergovernmental Agreements do not allow the base payments to be
adjusted administratively; NOW THEREFORE, BE IT

ORDERED that the County Administrator pursue amendment of the Intergovernmental
Agreements to reflect that the total funding to be set aside for the base payment be 16.8% of the
total to be transferred to the cities for FY 04/05 and FY 05/06 payments, and that the distribution
schedules be replaced with revised schedules based on the new base payments and new revenue
estimates from ODOT.

DATED this day of , 2005.

Anna Morrison
Chair, Lane County Board of Commissioners

APPROVED AS TO FORM

-
Date 1~2%-C4  lanecounty

OFFICE OF LEGAICOUNSEL
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