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Testimony: Special Order of Business #5a  


City of Salem, City Council Meeting on November 27, 2023 at 6pm 


 


Kelly Thomas 


664 Breys Ave. NE 


Salem, OR 97031 


 


November 27, 2023  


 


City of Salem 


c/o City Council 


555 Liberty St. SE, Room #220 


Salem, OR 97301 


 


RE: Revenue Task Force and City of Salem Budget FY 2023-2028 


 


Mayor and Councilors: 


I have over 30 years of experience in the built environment, including land development projects as large 


as $1.1 billion and I also have a background in city planning and state policy, both in the legislative and 


executive branches. I’m passionate about finding progressive solutions to a balanced budget for the 


residents of Salem, especially those with low to middle incomes. Regressive revenue solutions, which 


have been employed recently, are not the answer (see Appendix A, pages 4-5, for examples of 


progressive and regressive revenue sources). As such, I submitted my application to fill the vacant 


Citizen Budget Committee for Ward 1 and I’m also interested in serving on the Revenue Task 


Force, should one be appointed.  


While likely necessary, even though the efforts were made by the 2018 Sustainable Services Revenue 


Task Force (SSRTF), any Revenue Task Force should be renamed and rescoped as it implies that only 


revenue will be considered as part of a balanced budget, where reductions in spending can, and should, 


also be considered if not prioritized. The SSRTF only considered 13 revenue proposals and did not 


review spending reduction proposals, indicative of their scope and name. A more well-rounded approach 


to appropriate spending levels, five-year projections, and progressive revenue resources should be 


considered via a Resilient Salem Funding Task Force (RSFTC), or similarly named group of 


collaborative stakeholders. The budgetary issues facing the city won’t be solved with a silver revenue 


bullet but may be solved with 1,000 silver bb's encompassing all areas of the city budget. An expanded 


effort would also justify the $210,000 proposed for the effort as opposed to spending that level of money 


to just brush off an old report and re-engage the community.  


This, of course, assumes that the city has done the projections correctly and a shortfall is imminent. 


However, as Councilor Hoy pointed out at the August 28th City Council meeting the Annual 


Comprehensive Financial Report (ACFR) for FY Ending June 30, 2022, reports a $9,768,525 surplus 


($11.2 million greater than budgeted) for FY 2022 and a $40,772,600 total surplus in the General 


Fund balance (page 49). Page 24 of the ACFR states that “the City’s governmental funds reported 


combined ending fund balances of $208.3 million, an increase of $43.7 million or 26.5%, from last year. 


The unassigned General fund balance of $39.3 million or 18.9% of the total governmental fund balance, 


is available for spending at the City’s discretion.” See Appendix B (pages 8-15) for city budget 


document pages referred to in this testimony. 
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Further, pages 188 and 189 of the ACFR indicate that the Total General Fund balance has grown 


from $20.8 million in 2013 to the aforementioned $40.7 million in 2022, nearly doubling what the 


city has available in the last decade. FY 2021 and 2022 contributed the most to this gain, which can be 


attributed to one-time grants. While these one-time grants create a revenue anomaly, other federal grant 


monies are available through record funding via the Infrastructure Investment and Jobs Act (IIJA) and 


Inflation Reduction Act (IRA). The city should empower the grants office to explore these and other 


additional opportunities and hire the staff necessary to acquire and execute grants if awarded. The 


City of Salem General Fund Fiscal Situation and Budget (GFFSB) FAQ indicated that a grant 


administrator would be cut, the opposite of what is needed for a resilient grant revenues future. 


Finally, the Quarterly Financial Report for Q3 of 2023 (March 2023) reported that the total 


General Fund balance was a $8.6 million surplus ($128.7 million revenue, not including the 
Beginning Fund Balance, minus $120.1 million expenses). Granted, this surplus will shrink since 97% 


of the property taxes have been collected. Projecting from the Q3 2023 summary, it appears that the city 


might have another surplus at the end of FY 2023 once reconciled. The FY 2023 budget projection was 


a $3.56 million deficit, thus the Beginning Fund Balance for FY 2024 may hold steady or increase. This 


information, along with consideration that the city has reported a deficit in just three (2017, 2018, 


and 2019) of the last 10 years (page 215 of FY 2022 ACFR and page 183 of FY 2017 AFCR), will 


be useful in adjusting and re-projecting the FY 2024 budget. 


The posted financials indicate that the city has historically ended up with a surplus that the city maintains 


today. This does not match the messaging relative to future five-year projections. Fast forwarding to the 


future, the FY 2024 budget shows a planned $9.51 million deficit (page 12 of the Five-Year Financial 


Forecasts Fiscal Year 2024 through 2028 report) where there is a 6.2% increase in spending and only a 


2.5% increase in revenue. The revenue even includes the $5.6 million increase from the City Operations 


Fee on water bills which started this August and $3.3 million in additional property tax revenue (page 


336 and the FY 2024 budget). 


The major expenditure increase is salaries and related human resources, a $14 million increase (page 


339 of FY 2024 budget) for 38 FTE’s (809.5 in FY 2024 minus 771.5 in FY 2023, page 436 for the FY 


2024 budget), or $368K per new FTE. This includes all Personal Services line items including salary, 


allowances, health insurance, PERS, overhead, etcetera. The amount per FTE seems very high, 


especially when compared to FY 2024 overall. The 809.5 FTE’s divided by the FY 2024 Total Personal 


Services budget of $143.6 million equates to $177.4K per total FTE. The letter from the City Manager 


to the City of Salem Budget Committee dated May 3rd, 2023, also states that the FTE’s per capita are 


5.14 positions per thousand in 2008 versus 4.34 positions per thousand in 2023. While the city needs 


good-paying jobs, with quality benefits, to attract the right employees, perhaps the amount spent per 


FTE is not appropriate and could be reduced, then more FTE’s would be available per thousand 


residents. For reference, the FTE’s in 2018 were 706.1, so there has been a 14.6% growth in the number 


of FTE’s since then. 


Another way to look at revenues and expenditures is the cost per capita. Salem’s population (page 196 


of the FY 2022 ACRF) in 2013 was 156,455 where the population in 2022 was reported as 177,694, 


an increase of 21,229, or 13.6% (the GFFSB reports a 26,000 increase). Per Schedule E in the 2022 


ACRF (Page 215) General Fund revenue was $148.8 million while the expenditures were $141.8 million 


or $837 and $798 per resident respectively. In the 2013 ACRF (page 185) revenues of $89.1 million and 


expenditures of $86.5 million equate to $570 and $553 per capita respectively. The revenue change is 


a 46% increase while the expenditure change is a 44% increase per capita. Both the revenue and 


expenditure percentage increases outpace the population increase, but the one-time grant funding wasn’t 


removed from the equation. 
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Additionally, there are other line items that stand out (pages 340-341 of the FY 2024 budget), such 


as a $1.7 million increase for radio, a 125% increase, $675k for software, a 27.1% increase, $175k for 


equipment maintenance, or 60% over 2023, $258k for equipment replacement, or 27%. Albeit a small 


dollar amount, travel increased $30k, 285%, and motor pool increased $135k or 10.7%. When facing a 


deficit, travel is one line item that should not increase without good justification. These six line items 


represent almost $3 million in expenses that should at least have General Fund Assumptions and Trends 


(GFAT) statements. The revenues have GFAT statements, but not the expenses. The city should consider 


asking every department head to investigate budgetary anomalies and/or propose new 


departments budgets that reduce expenditures, while not impacting services to the community. 


Significant increases should have a GFAT statement. 


Once FY 2023 is reconciled and FY 2024 has the expenditures adjusted, the five-year projections could 


be more accurately made. Currently, in FY’s 2025 through 2028 projections indicate that city will 


spend more than collected revenues from between 0.25% and 1% every year. Clearly this makes 


the budget unstainable, however after adjustments to FY 2023 and FY 2024, these projections should 


level out.  


Only after determining that the expenditures and projections are accurate, can revenue be addressed. In 


2018 through 2019, the SSRTF produced 13 revenue proposals, three of which require Legislative action, 


which is listed as difficult or very difficult. One of those options, the Local Option Levy, fixes the root 


cause of the budget shortfall, Measures 5 and 50, while another has the state pay a fair share relative 


to property in Salem, Payment in Lieu of Taxes. The City of Salem should engage with the Oregon 


League of Counties and Cites to work towards fixing the structural deficit, which affects all cities 


across Oregon. Of course, repealing voter authorized measures is unwise, but perhaps cities can 


collectively investigate a ballot measure for November 2024. Separately, the city should also engage 


the legislature during the upcoming short session to further the Payment in Lieu of Taxes effort.  


Legislative efforts will be difficult, but while fixing the root cause of a problem is generally the hardest 


path to take, it is almost always the right path. 


While working to exhaust these legislative efforts the city could simultaneously consider the other 


options that the SSRFT recommended, or other progressive strategies that the RCFTC produces. 


It’s assumed that utility operations fee has reached a pinnacle at $14.50 on every water bill, which 


includes low-income families, and that a regressive income tax would not be appropriate. However, a 


Progressive/Graduated Income Tax may be an option (see Appendix A, Item #1), if needed. 


Thank you for reading this testimony and considering the options herein. I hope to serve the residents in 


the City of Salem by helping design, build, manage, and maintain a resilient budget future through 


collaborative efforts. Please let me know if I can be of service. 


 


Respectfully submitted – 


 


 


 


Kelly Thomas 


thecasaverdegroup@hotmail.com 


702-860-3967 


 


 


 



mailto:thecasaverdegroup@hotmail.com
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APPENDIX A 
(Information provided by ChatGPT on November 26, 2023) 


 


What are examples of Progressive Taxation for cities? 


Progressive Taxation 


A system where the rate of tax increases as the taxpayer's income increases. This contrasts with 


regressive taxation, where the tax rate decreases as income increases, or a flat tax, where everyone pays 


the same percentage of their income. Cities may implement progressive taxation through various 


mechanisms. Here are examples of progressive taxation measures at the city level: 


1. Progressive Income Tax: 


• Graduated Income Tax: A city can implement a progressive income tax system with 


multiple tax brackets, where individuals with higher incomes pay a higher percentage of 


their income in taxes. This is a common approach at the state level but may also be 


applicable to some city income tax systems. 


2. Property Tax Exemptions or Relief for Low-Income Homeowners: 


• Homestead Exemptions: Cities may offer property tax exemptions for a certain amount 


of a property's assessed value, particularly for primary residences. This can be designed 


to provide relief for lower-income homeowners. 


3. Local Earned Income Tax Credits: 


• Earned Income Tax Credit (EITC): Some cities have implemented local versions of 


the federal Earned Income Tax Credit. The EITC is designed to provide tax relief for low 


to moderate-income working individuals and families. 


4. Luxury or Progressive Property Taxes: 


• Progressive Property Tax Rates: A city might implement a progressive property tax 


structure where higher-value properties are subject to higher tax rates. This can help 


distribute the property tax burden more equitably. 


5. Local Sales Tax Exemptions for Necessities: 


• Exemptions for Essential Goods and Services: Cities can consider exempting certain 


essential goods and services (such as groceries or prescription medications) from local 


sales taxes, ensuring that lower-income individuals are not disproportionately affected. 


6. Municipal Service Fees Based on Property Value: 


• Progressive Municipal Fees: Some cities tie municipal service fees (such as waste 


collection or water/sewer fees) to the value of the property. This means that higher-value 


properties pay higher fees. 
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7. Local Business Taxes Based on Revenue: 


• Progressive Business Tax Structures: Cities may implement business taxes that are 


based on revenue or profits, ensuring that larger and more profitable businesses pay a 


proportionally higher amount in taxes. 


These examples demonstrate ways in which cities can incorporate progressive elements into their tax 


structures to promote greater fairness and reduce the tax burden on lower-income individuals and 


families. The specific implementation can vary based on local laws, regulations, and the unique 


economic circumstances of the city. 


 


What are the most regressive taxes? 


Regressive Taxation 


Those that take a larger percentage of income from lower-income individuals compared to higher-income 


individuals. Here are some examples of taxes that are often considered regressive: 


1. Sales Tax: 


• Sales taxes are regressive because they apply uniformly to the purchase of goods and 


services, regardless of the individual's income. Since lower-income individuals typically 


spend a higher proportion of their income on basic goods and services, sales taxes can 


disproportionately affect them. 


2. Flat Income Tax: 


• A flat income tax is a system where everyone, regardless of income level, pays the same 


percentage of their income in taxes. While it's not inherently regressive, it's considered 


regressive in practice because the impact is more significant on lower-income individuals 


who may struggle to meet basic needs. 


3. Property Taxes: 


• Property taxes, while they can be structured to be progressive, are often regressive in 


practice. This is because lower-income individuals may spend a larger portion of their 


income on housing, and property taxes are typically based on the value of the property 


rather than the owner's ability to pay. 


4. Excise Taxes: 


• Excise taxes, such as those on gasoline, tobacco, or alcohol, are often regressive. Since 


these taxes are levied on specific goods and services, individuals with lower incomes may 


end up paying a higher percentage of their income on these items. 


5. User Fees and Charges: 


• Fees for specific services, such as utility fees, can be regressive. Lower-income 


individuals may find it more challenging to afford these services, making the fees a higher 


percentage of their overall income. 
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6. Social Security and Medicare Payroll Taxes: 


• While payroll taxes for Social Security and Medicare are intended to be flat for 


employees, they are regressive when considering the overall payroll tax burden. This is 


because there is a cap on income subject to Social Security taxes, so higher-income 


individuals pay a smaller percentage of their total income in Social Security taxes. 


It's important to note that the impact of these taxes on regressivity can vary based on the overall tax 


structure, exemptions, and credits in place. Some jurisdictions may implement measures to mitigate the 


regressive nature of certain taxes, such as providing targeted exemptions or credits for low-income 


individuals. 


 


What are some general principles when analyzing a city budget? 


Principles of City Budget Analysis 


Analyzing a city budget requires a thorough understanding of financial principles, governance structures, 


and the unique dynamics of the municipality. Here are some general principles to consider when 


analyzing a city budget: 


1. Transparency and Accessibility: 


• A transparent budget is crucial for public accountability. Ensure that the budget is readily 


accessible to the public, with clear explanations of revenue sources, expenditures, and 


financial priorities. 


2. Expenditure Categories: 


• Categorize expenditures into major areas such as public safety, public works, education, 


and social services. Assess the allocation of resources to understand the city's priorities. 


3. Revenue Sources: 


• Understand the diverse sources of revenue, including taxes, grants, fees, and other income 


streams. Analyze the stability and predictability of these revenue sources. 


4. Long-Term Planning: 


• Examine the budget in the context of long-term financial planning. Look for indicators of 


sustainability, such as reserve funds, pension liabilities, and debt levels. 


5. Debt Management: 


• Evaluate the city's debt levels, including outstanding bonds and loans. Consider how debt 


is being used to fund capital projects and whether it aligns with the city's overall financial 


strategy. 


6. Reserves and Contingency Funds: 


• Assess the adequacy of reserves and contingency funds. These funds act as a financial 


buffer during unforeseen events and contribute to the city's financial stability. 
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7. Economic Conditions: 


• Consider the economic conditions that may impact the city's revenue, such as local 


employment rates, property values, and business activity. 


8. Community Engagement: 


• Evaluate the level of community engagement in the budgeting process. Public input is 


crucial for understanding community priorities and ensuring that the budget reflects the 


needs of residents. 


9. Performance Metrics: 


• Look for performance metrics and key performance indicators (KPIs) to assess the 


efficiency and effectiveness of city services. These metrics can provide insights into the 


value delivered for the resources invested. 


10. Review Budget Narratives: 


• Read accompanying narratives or explanations that provide context for budget line items. 


These narratives can offer insights into the city's goals, challenges, and strategies. 


11. Interdepartmental Coordination: 


• Examine how different departments collaborate and coordinate their efforts. Efficient 


interdepartmental communication and coordination can contribute to effective service 


delivery. 


12. Comparative Analysis: 


• Compare the current budget to previous years to identify trends and changes. Benchmark 


against similar-sized cities or municipalities to gain a broader perspective. 


13. Compliance and Legal Considerations: 


• Ensure that the budget adheres to legal and regulatory requirements. Understand any 


constraints or mandates that may impact budget decisions. 


14. Flexibility and Adaptability: 


• Assess the budget's flexibility to adapt to changing circumstances. Consider whether the 


city has contingency plans for unexpected events. 


15. Sustainability and Green Initiatives: 


• Look for investments in sustainability and green initiatives. Cities are increasingly 


incorporating environmentally conscious practices into their budgets. 


Remember that each city is unique, and the specific considerations for analyzing a budget may vary 


based on local circumstances. Effective budget analysis requires a comprehensive understanding of the 


city's financial landscape and consideration of both short-term and long-term factors. 
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APPENDIX B 
Pages referred to in testimony 


 


Page 49 of the 2021-2022 Annual Comprehensive Financial Report (ACFR) 
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Page 24 of the 2021-2022 ACFR 


 


Pages 188 and 189 of the 2021-2022 ACFR 
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Quarterly Financial Report for Q3 of FY 2023  
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Page 215 of FY 2021-2022 ACFR 
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Page 183 of FY 2016-2017 AFCR 
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Page 12 of the Five-Year Financial Forecasts Fiscal Year 2024 through 2028 report  


 


Page 336 of the FY 2024 Budget 
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Page 339 and 436 of the FY 2024 Budget 
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Page 196 of the FY 2022 ACRF  


 


 


 


 


 


 


 


 


 


Pages 340-341 of the FY 2024 Budget 
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Testimony: Special Order of Business #5a  

City of Salem, City Council Meeting on November 27, 2023 at 6pm 

 

Kelly Thomas 

664 Breys Ave. NE 

Salem, OR 97031 

 

November 27, 2023  

 

City of Salem 

c/o City Council 

555 Liberty St. SE, Room #220 

Salem, OR 97301 

 

RE: Revenue Task Force and City of Salem Budget FY 2023-2028 

 

Mayor and Councilors: 

I have over 30 years of experience in the built environment, including land development projects as large 

as $1.1 billion and I also have a background in city planning and state policy, both in the legislative and 

executive branches. I’m passionate about finding progressive solutions to a balanced budget for the 

residents of Salem, especially those with low to middle incomes. Regressive revenue solutions, which 

have been employed recently, are not the answer (see Appendix A, pages 4-5, for examples of 

progressive and regressive revenue sources). As such, I submitted my application to fill the vacant 

Citizen Budget Committee for Ward 1 and I’m also interested in serving on the Revenue Task 

Force, should one be appointed.  

While likely necessary, even though the efforts were made by the 2018 Sustainable Services Revenue 

Task Force (SSRTF), any Revenue Task Force should be renamed and rescoped as it implies that only 

revenue will be considered as part of a balanced budget, where reductions in spending can, and should, 

also be considered if not prioritized. The SSRTF only considered 13 revenue proposals and did not 

review spending reduction proposals, indicative of their scope and name. A more well-rounded approach 

to appropriate spending levels, five-year projections, and progressive revenue resources should be 

considered via a Resilient Salem Funding Task Force (RSFTC), or similarly named group of 

collaborative stakeholders. The budgetary issues facing the city won’t be solved with a silver revenue 

bullet but may be solved with 1,000 silver bb's encompassing all areas of the city budget. An expanded 

effort would also justify the $210,000 proposed for the effort as opposed to spending that level of money 

to just brush off an old report and re-engage the community.  

This, of course, assumes that the city has done the projections correctly and a shortfall is imminent. 

However, as Councilor Hoy pointed out at the August 28th City Council meeting the Annual 

Comprehensive Financial Report (ACFR) for FY Ending June 30, 2022, reports a $9,768,525 surplus 

($11.2 million greater than budgeted) for FY 2022 and a $40,772,600 total surplus in the General 

Fund balance (page 49). Page 24 of the ACFR states that “the City’s governmental funds reported 

combined ending fund balances of $208.3 million, an increase of $43.7 million or 26.5%, from last year. 

The unassigned General fund balance of $39.3 million or 18.9% of the total governmental fund balance, 

is available for spending at the City’s discretion.” See Appendix B (pages 8-15) for city budget 

document pages referred to in this testimony. 
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Further, pages 188 and 189 of the ACFR indicate that the Total General Fund balance has grown 

from $20.8 million in 2013 to the aforementioned $40.7 million in 2022, nearly doubling what the 

city has available in the last decade. FY 2021 and 2022 contributed the most to this gain, which can be 

attributed to one-time grants. While these one-time grants create a revenue anomaly, other federal grant 

monies are available through record funding via the Infrastructure Investment and Jobs Act (IIJA) and 

Inflation Reduction Act (IRA). The city should empower the grants office to explore these and other 

additional opportunities and hire the staff necessary to acquire and execute grants if awarded. The 

City of Salem General Fund Fiscal Situation and Budget (GFFSB) FAQ indicated that a grant 

administrator would be cut, the opposite of what is needed for a resilient grant revenues future. 

Finally, the Quarterly Financial Report for Q3 of 2023 (March 2023) reported that the total 

General Fund balance was a $8.6 million surplus ($128.7 million revenue, not including the 
Beginning Fund Balance, minus $120.1 million expenses). Granted, this surplus will shrink since 97% 

of the property taxes have been collected. Projecting from the Q3 2023 summary, it appears that the city 

might have another surplus at the end of FY 2023 once reconciled. The FY 2023 budget projection was 

a $3.56 million deficit, thus the Beginning Fund Balance for FY 2024 may hold steady or increase. This 

information, along with consideration that the city has reported a deficit in just three (2017, 2018, 

and 2019) of the last 10 years (page 215 of FY 2022 ACFR and page 183 of FY 2017 AFCR), will 

be useful in adjusting and re-projecting the FY 2024 budget. 

The posted financials indicate that the city has historically ended up with a surplus that the city maintains 

today. This does not match the messaging relative to future five-year projections. Fast forwarding to the 

future, the FY 2024 budget shows a planned $9.51 million deficit (page 12 of the Five-Year Financial 

Forecasts Fiscal Year 2024 through 2028 report) where there is a 6.2% increase in spending and only a 

2.5% increase in revenue. The revenue even includes the $5.6 million increase from the City Operations 

Fee on water bills which started this August and $3.3 million in additional property tax revenue (page 

336 and the FY 2024 budget). 

The major expenditure increase is salaries and related human resources, a $14 million increase (page 

339 of FY 2024 budget) for 38 FTE’s (809.5 in FY 2024 minus 771.5 in FY 2023, page 436 for the FY 

2024 budget), or $368K per new FTE. This includes all Personal Services line items including salary, 

allowances, health insurance, PERS, overhead, etcetera. The amount per FTE seems very high, 

especially when compared to FY 2024 overall. The 809.5 FTE’s divided by the FY 2024 Total Personal 

Services budget of $143.6 million equates to $177.4K per total FTE. The letter from the City Manager 

to the City of Salem Budget Committee dated May 3rd, 2023, also states that the FTE’s per capita are 

5.14 positions per thousand in 2008 versus 4.34 positions per thousand in 2023. While the city needs 

good-paying jobs, with quality benefits, to attract the right employees, perhaps the amount spent per 

FTE is not appropriate and could be reduced, then more FTE’s would be available per thousand 

residents. For reference, the FTE’s in 2018 were 706.1, so there has been a 14.6% growth in the number 

of FTE’s since then. 

Another way to look at revenues and expenditures is the cost per capita. Salem’s population (page 196 

of the FY 2022 ACRF) in 2013 was 156,455 where the population in 2022 was reported as 177,694, 

an increase of 21,229, or 13.6% (the GFFSB reports a 26,000 increase). Per Schedule E in the 2022 

ACRF (Page 215) General Fund revenue was $148.8 million while the expenditures were $141.8 million 

or $837 and $798 per resident respectively. In the 2013 ACRF (page 185) revenues of $89.1 million and 

expenditures of $86.5 million equate to $570 and $553 per capita respectively. The revenue change is 

a 46% increase while the expenditure change is a 44% increase per capita. Both the revenue and 

expenditure percentage increases outpace the population increase, but the one-time grant funding wasn’t 

removed from the equation. 
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Additionally, there are other line items that stand out (pages 340-341 of the FY 2024 budget), such 

as a $1.7 million increase for radio, a 125% increase, $675k for software, a 27.1% increase, $175k for 

equipment maintenance, or 60% over 2023, $258k for equipment replacement, or 27%. Albeit a small 

dollar amount, travel increased $30k, 285%, and motor pool increased $135k or 10.7%. When facing a 

deficit, travel is one line item that should not increase without good justification. These six line items 

represent almost $3 million in expenses that should at least have General Fund Assumptions and Trends 

(GFAT) statements. The revenues have GFAT statements, but not the expenses. The city should consider 

asking every department head to investigate budgetary anomalies and/or propose new 

departments budgets that reduce expenditures, while not impacting services to the community. 

Significant increases should have a GFAT statement. 

Once FY 2023 is reconciled and FY 2024 has the expenditures adjusted, the five-year projections could 

be more accurately made. Currently, in FY’s 2025 through 2028 projections indicate that city will 

spend more than collected revenues from between 0.25% and 1% every year. Clearly this makes 

the budget unstainable, however after adjustments to FY 2023 and FY 2024, these projections should 

level out.  

Only after determining that the expenditures and projections are accurate, can revenue be addressed. In 

2018 through 2019, the SSRTF produced 13 revenue proposals, three of which require Legislative action, 

which is listed as difficult or very difficult. One of those options, the Local Option Levy, fixes the root 

cause of the budget shortfall, Measures 5 and 50, while another has the state pay a fair share relative 

to property in Salem, Payment in Lieu of Taxes. The City of Salem should engage with the Oregon 

League of Counties and Cites to work towards fixing the structural deficit, which affects all cities 

across Oregon. Of course, repealing voter authorized measures is unwise, but perhaps cities can 

collectively investigate a ballot measure for November 2024. Separately, the city should also engage 

the legislature during the upcoming short session to further the Payment in Lieu of Taxes effort.  

Legislative efforts will be difficult, but while fixing the root cause of a problem is generally the hardest 

path to take, it is almost always the right path. 

While working to exhaust these legislative efforts the city could simultaneously consider the other 

options that the SSRFT recommended, or other progressive strategies that the RCFTC produces. 

It’s assumed that utility operations fee has reached a pinnacle at $14.50 on every water bill, which 

includes low-income families, and that a regressive income tax would not be appropriate. However, a 

Progressive/Graduated Income Tax may be an option (see Appendix A, Item #1), if needed. 

Thank you for reading this testimony and considering the options herein. I hope to serve the residents in 

the City of Salem by helping design, build, manage, and maintain a resilient budget future through 

collaborative efforts. Please let me know if I can be of service. 

 

Respectfully submitted – 

 

 

 

Kelly Thomas 

thecasaverdegroup@hotmail.com 

702-860-3967 

 

 

 

mailto:thecasaverdegroup@hotmail.com
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APPENDIX A 
(Information provided by ChatGPT on November 26, 2023) 

 

What are examples of Progressive Taxation for cities? 

Progressive Taxation 

A system where the rate of tax increases as the taxpayer's income increases. This contrasts with 

regressive taxation, where the tax rate decreases as income increases, or a flat tax, where everyone pays 

the same percentage of their income. Cities may implement progressive taxation through various 

mechanisms. Here are examples of progressive taxation measures at the city level: 

1. Progressive Income Tax: 

• Graduated Income Tax: A city can implement a progressive income tax system with 

multiple tax brackets, where individuals with higher incomes pay a higher percentage of 

their income in taxes. This is a common approach at the state level but may also be 

applicable to some city income tax systems. 

2. Property Tax Exemptions or Relief for Low-Income Homeowners: 

• Homestead Exemptions: Cities may offer property tax exemptions for a certain amount 

of a property's assessed value, particularly for primary residences. This can be designed 

to provide relief for lower-income homeowners. 

3. Local Earned Income Tax Credits: 

• Earned Income Tax Credit (EITC): Some cities have implemented local versions of 

the federal Earned Income Tax Credit. The EITC is designed to provide tax relief for low 

to moderate-income working individuals and families. 

4. Luxury or Progressive Property Taxes: 

• Progressive Property Tax Rates: A city might implement a progressive property tax 

structure where higher-value properties are subject to higher tax rates. This can help 

distribute the property tax burden more equitably. 

5. Local Sales Tax Exemptions for Necessities: 

• Exemptions for Essential Goods and Services: Cities can consider exempting certain 

essential goods and services (such as groceries or prescription medications) from local 

sales taxes, ensuring that lower-income individuals are not disproportionately affected. 

6. Municipal Service Fees Based on Property Value: 

• Progressive Municipal Fees: Some cities tie municipal service fees (such as waste 

collection or water/sewer fees) to the value of the property. This means that higher-value 

properties pay higher fees. 

 

 



5 
 

7. Local Business Taxes Based on Revenue: 

• Progressive Business Tax Structures: Cities may implement business taxes that are 

based on revenue or profits, ensuring that larger and more profitable businesses pay a 

proportionally higher amount in taxes. 

These examples demonstrate ways in which cities can incorporate progressive elements into their tax 

structures to promote greater fairness and reduce the tax burden on lower-income individuals and 

families. The specific implementation can vary based on local laws, regulations, and the unique 

economic circumstances of the city. 

 

What are the most regressive taxes? 

Regressive Taxation 

Those that take a larger percentage of income from lower-income individuals compared to higher-income 

individuals. Here are some examples of taxes that are often considered regressive: 

1. Sales Tax: 

• Sales taxes are regressive because they apply uniformly to the purchase of goods and 

services, regardless of the individual's income. Since lower-income individuals typically 

spend a higher proportion of their income on basic goods and services, sales taxes can 

disproportionately affect them. 

2. Flat Income Tax: 

• A flat income tax is a system where everyone, regardless of income level, pays the same 

percentage of their income in taxes. While it's not inherently regressive, it's considered 

regressive in practice because the impact is more significant on lower-income individuals 

who may struggle to meet basic needs. 

3. Property Taxes: 

• Property taxes, while they can be structured to be progressive, are often regressive in 

practice. This is because lower-income individuals may spend a larger portion of their 

income on housing, and property taxes are typically based on the value of the property 

rather than the owner's ability to pay. 

4. Excise Taxes: 

• Excise taxes, such as those on gasoline, tobacco, or alcohol, are often regressive. Since 

these taxes are levied on specific goods and services, individuals with lower incomes may 

end up paying a higher percentage of their income on these items. 

5. User Fees and Charges: 

• Fees for specific services, such as utility fees, can be regressive. Lower-income 

individuals may find it more challenging to afford these services, making the fees a higher 

percentage of their overall income. 
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6. Social Security and Medicare Payroll Taxes: 

• While payroll taxes for Social Security and Medicare are intended to be flat for 

employees, they are regressive when considering the overall payroll tax burden. This is 

because there is a cap on income subject to Social Security taxes, so higher-income 

individuals pay a smaller percentage of their total income in Social Security taxes. 

It's important to note that the impact of these taxes on regressivity can vary based on the overall tax 

structure, exemptions, and credits in place. Some jurisdictions may implement measures to mitigate the 

regressive nature of certain taxes, such as providing targeted exemptions or credits for low-income 

individuals. 

 

What are some general principles when analyzing a city budget? 

Principles of City Budget Analysis 

Analyzing a city budget requires a thorough understanding of financial principles, governance structures, 

and the unique dynamics of the municipality. Here are some general principles to consider when 

analyzing a city budget: 

1. Transparency and Accessibility: 

• A transparent budget is crucial for public accountability. Ensure that the budget is readily 

accessible to the public, with clear explanations of revenue sources, expenditures, and 

financial priorities. 

2. Expenditure Categories: 

• Categorize expenditures into major areas such as public safety, public works, education, 

and social services. Assess the allocation of resources to understand the city's priorities. 

3. Revenue Sources: 

• Understand the diverse sources of revenue, including taxes, grants, fees, and other income 

streams. Analyze the stability and predictability of these revenue sources. 

4. Long-Term Planning: 

• Examine the budget in the context of long-term financial planning. Look for indicators of 

sustainability, such as reserve funds, pension liabilities, and debt levels. 

5. Debt Management: 

• Evaluate the city's debt levels, including outstanding bonds and loans. Consider how debt 

is being used to fund capital projects and whether it aligns with the city's overall financial 

strategy. 

6. Reserves and Contingency Funds: 

• Assess the adequacy of reserves and contingency funds. These funds act as a financial 

buffer during unforeseen events and contribute to the city's financial stability. 
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7. Economic Conditions: 

• Consider the economic conditions that may impact the city's revenue, such as local 

employment rates, property values, and business activity. 

8. Community Engagement: 

• Evaluate the level of community engagement in the budgeting process. Public input is 

crucial for understanding community priorities and ensuring that the budget reflects the 

needs of residents. 

9. Performance Metrics: 

• Look for performance metrics and key performance indicators (KPIs) to assess the 

efficiency and effectiveness of city services. These metrics can provide insights into the 

value delivered for the resources invested. 

10. Review Budget Narratives: 

• Read accompanying narratives or explanations that provide context for budget line items. 

These narratives can offer insights into the city's goals, challenges, and strategies. 

11. Interdepartmental Coordination: 

• Examine how different departments collaborate and coordinate their efforts. Efficient 

interdepartmental communication and coordination can contribute to effective service 

delivery. 

12. Comparative Analysis: 

• Compare the current budget to previous years to identify trends and changes. Benchmark 

against similar-sized cities or municipalities to gain a broader perspective. 

13. Compliance and Legal Considerations: 

• Ensure that the budget adheres to legal and regulatory requirements. Understand any 

constraints or mandates that may impact budget decisions. 

14. Flexibility and Adaptability: 

• Assess the budget's flexibility to adapt to changing circumstances. Consider whether the 

city has contingency plans for unexpected events. 

15. Sustainability and Green Initiatives: 

• Look for investments in sustainability and green initiatives. Cities are increasingly 

incorporating environmentally conscious practices into their budgets. 

Remember that each city is unique, and the specific considerations for analyzing a budget may vary 

based on local circumstances. Effective budget analysis requires a comprehensive understanding of the 

city's financial landscape and consideration of both short-term and long-term factors. 
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APPENDIX B 
Pages referred to in testimony 

 

Page 49 of the 2021-2022 Annual Comprehensive Financial Report (ACFR) 
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Page 24 of the 2021-2022 ACFR 

 

Pages 188 and 189 of the 2021-2022 ACFR 
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Quarterly Financial Report for Q3 of FY 2023  
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Page 215 of FY 2021-2022 ACFR 

 

 

 

 

 



12 
 

 

Page 183 of FY 2016-2017 AFCR 
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Page 12 of the Five-Year Financial Forecasts Fiscal Year 2024 through 2028 report  

 

Page 336 of the FY 2024 Budget 
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Page 339 and 436 of the FY 2024 Budget 
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Page 196 of the FY 2022 ACRF  

 

 

 

 

 

 

 

 

 

Pages 340-341 of the FY 2024 Budget 
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