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Local Option Background

Ø Local option levies present an alternative for raising additional 
operating funds from property taxes.

Ø Created under Measure 50 in 1997.

Ø Available for operations (5 year limit), or capital (10 years or 
useful life of project, whichever is less).

Ø Can be levied as fixed dollar amount or rate per thousand.

Ø Subject to majority voter approval at May or November 
elections or other regular elections with 50% voter turnout.
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Local Option: What Can You Use it For?

Operations:
ü May be used for any legally allowable operating expenses 

of an Oregon municipality.

Capital:
ü May be used for broad list of capital items, as long as life 

of levy matched to life of items financed. 
ü Given subject to same voter test as GO bonds and revenue 

stream is more unpredictable, jurisdictions tend to use 
GOs instead.
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Property Tax History

Measure 5 (1990) 
Ø Capped property taxes at $15/$1,000 of RMV of property:

§ $5 for education (SDs, ESDs and CCs)
§ $10 for general government (all others)

Measure 50 (1997)
Ø Created lower AV on which property taxes are calculated.  

Capped AV growth at 3% a year.
Ø Converted levy authority into permanent operating rates, 

which can never be increased.
Ø Created local option levies.  Levied in addition to permanent 

rates, but still subject to M5 limits.  Require voter approval.
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Local Option Limits

Constitutional and statutory limits apply to SD local option levies 

ØConstitutional (Measure 5):
§ M5 limit of $5/$1,000 real market value for education

ØStatutory (revised 2019):

§ $2,184.45 per ADMw in FY 2022 (increases at 3%/year)

§ 25% of State resources (total formula revenue)

Every dollar collected above the statutory limit is counted as a local source 
inside the state school fund formula

Equalization Grants
ØEqualization grants provided by the State for low property value districts. 

Ø Legislature must appropriate funds biennially for equalization grants.  

ØParkrose was not eligible for a grant in Fiscal Year 2022. 



PIPER SANDLER|    6

Va
lu

es
 ($

 B
ill

io
n)

19
81

-82

19
83

-84

19
85

-86

19
86

-87

19
88

-89

19
90

-91

19
92

-93

19
94

-95

19
96

-97

19
98

-99

20
00

-01

20
02

-03

20
04

-05

20
06

-07

20
08

-09

20
10

-11

20
12

-13

20
14

-15

20
16

-17

20
18

-19

20
20

-21
0

100
200
300
400
500
600
700
800

AV and RMV of Property in Oregon
FY 1982 to 2021

RMV AV

Mind the Gap!
Ø Every property has “gap” between RMV and AV.
Ø If property’s RMV increases faster than 3% AV limit, gap grows.  
Ø Local Option Levies ‘tax the gap.’  

1997: M50 froze AV at 90% of 
1995 RMV, capped growth at 
3%/year
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Different Property Types Can Have Very Different Gaps
Ø Gap on residential property is often wider than other types.  
Ø In some cases commercial and industrial property depreciate, 

causing RMV to decline.  AV can never be greater than RMV.

House Target Store

Real Market Value:    $250,000
Assessed Value:      
$150,000
AV as a % of RMV:             60%

Real Market Value:    $80,256,230
Assessed Value:       
$79,508,329
AV as a % of RMV:                   99%
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Calculating Local Option Revenue

Total Local Option Capacity:

Ø Sum of all gaps in jurisdiction is total local option capacity.   

Ø Some properties may already be at M5 limit, others may be 
well below.  

Ø In other words, not everyone pays local option taxes; some pay 
more than others. Only way to estimate amount raised is on 
property by property basis.

Ø Overlapping jurisdictions may have levies, causing compression 
and competition.

Ø Only those jurisdictions with consolidated tax rates 
significantly below M5 limits have consistent collections.  
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Theoretical Local Option Capacity – Parkrose SD
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School Districts with Local Option Levies

18 school districts had local option levies in place in Fiscal Year 2022:
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Summary

Ø Local option levies are main source of additional property tax 
funding.

Ø Every property is affected differently: some may pay the entire 
amount, and some may pay nothing.

Ø Because AV, RMV and tax levies vary every year, the amount 
collected will also vary.

Ø Competing levies may cause increasing compression.

è Bottom line:  local option levies are unpredictable, difficult to 
explain and inequitable. But they may be your only choice for 
additional property tax revenue.
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Disclosure
Piper Sandler is providing the information contained herein for discussion purposes only in anticipation of being engaged to serve as 
underwriter or placement agent on a future transaction and not as a financial advisor or municipal advisor. In providing the information 
contained herein, Piper Sandler is not recommending an action to you and the information provided herein is not intended to be and should not 
be construed as a “recommendation” or “advice” within the meaning of Section 15B of the Securities Exchange Act of 1934. Piper Sandler is not 
acting as an advisor to you and does not owe a fiduciary duty pursuant to Section 15B of the Exchange Act or under any state law to you with 
respect to the information and material contained in this communication. As an underwriter or placement agent, Piper Sandler’s primary role is 
to purchase or arrange for the placement of securities with a view to distribution in an arm’s-length commercial transaction, is acting for its own 
interests and has financial and other interests that differ from your interests. You should discuss any information and material contained in this 
communication with any and all internal or external advisors and experts that you deem appropriate before acting on this information or 
material. 

The information contained herein may include hypothetical interest rates or interest rate savings for a potential refunding. Interest rates used 
herein take into consideration conditions in today’s market and other factual information such as credit rating, geographic location and market 
sector. Interest rates described herein should not be viewed as rates that Piper Sandler expects to achieve for you should we be selected to act 
as your underwriter or placement agent. Information about interest rates and terms for SLGs is based on current publicly available information 
and treasury or agency rates for open-market escrows are based on current market interest rates for these types of credits and should not be 
seen as costs or rates that Piper Sandler could achieve for you should we be selected to act as your underwriter or placement agent. More 
particularized information and analysis may be provided after you have engaged Piper Sandler as an underwriter or placement agent or under 
certain other exceptions as describe in the Section 15B of the Exchange Act.

Piper Sandler Companies (NYSE: PIPR) is a leading investment bank and institutional securities firm driven to help clients Realize the Power of 
Partnership®. Securities brokerage and investment banking services are offered in the U.S. through Piper Sandler & Co., member SIPC and 
FINRA; in Europe through Piper Sandler Ltd., authorized and regulated by the U.K. Financial Conduct Authority; and in Hong Kong through Piper 
Sandler Hong Kong Ltd., authorized and regulated by the Securities and Futures Commission. Asset management products and services are 
offered through separate investment advisory affiliates.

© 2022 Piper Sandler Companies. 800 Nicollet Mall, Minneapolis, Minnesota 55402-7036


