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Oregon Local Public Issues 

Measure 3 and Oregon's Tax System 

What is Measure 3? 
Measure 3 is a proposed constitutional amendment 

that would place limits on property taxes, prohibit any 
special ad valorem tax on real property, and any sales or 
transactions taxes on the sale of real property, and 
restrict the authority of state and local governments to 
increase nonproperty taxes. Measure 3 will appear on the 
ballot in the statewide general election on November 2, 
1982. 

What are the main provisions of Measure 3? 
1. Measure 3 would limit the property tax that can be 

levied against any property by limiting both the assessed 
value and the tax rate. (Property taxes = assessed value 
of one's property x tax rate.) 

The assessed value (AV) of property for 1983 would 
be the 1979 assessed value. Assessed value thereafter 
could grow at the rate of 2 percent per year, or at the 
growth rate of the Consumer Price Index (CPI) if this 
were less. New construction would be assessed at its 1979 
value increased by 2 percent per year (or the CPI) for 
1984 and thereafter. 

The consolidated tax rate would be limited to 1 Vi 
percent of assessed value (or $15/$1,000 AV), regardless 
of how many districts tax a given property. Taxes to 
repay new bonds would have to be included within this 
$15 tax rate limit. 

2. Measure 3 would allow the $15 tax rate limit to be 
exceeded through an "override provision" if this is 
necessary to provide local governments at least 85 per- 
cent of their 1979-80 total revenues. Districts providing 
only essential services (defined in Measure 3 as "emer- 
gency services including police, sheriff, fire, ambulance 
and paramedic") would be allowed to levy enough prop- 
erty taxes to fund 100 percent of 1979-80 total revenues. 
All other districts would be allowed 85 percent of their 
1979-80 total revenues. If districts provide both essential 
and nonessential services, 1983-84 budgets for essential 
services could not be reduced below their 1979-80 levels 
until the budget for nonessential services is reduced to 
two-thirds of its 1979-80 level. 

If the property tax levies allowed by this measure 
were in excess of the 6-percent limitation, voter approval 
would be required. 

3. Measure 3 specifies that renters would receive 
individual relief equivalent to the property tax relief 
received by homeowners because of the $15 tax-rate limit 
and reduced assessed value. It also provides that the 
benefits to homeowners and renters under the Home- 
owners and Renters Relief Program (HARRP) would 
not be reduced. 

4. Under Measure 3, changes in state laws pertaining 
to property taxes, special assessments, tax abatements, 
and certain other aspects of tax administration that 
affect the rates paid by real property owners would have 
to be submitted to voters in not more than two elections 
per year. 

For passage of any other state legislation that in- 
creases state tax revenue, Measure 3 requires a 2/3- 
majority vote of the members of both the house and 
senate, or a majority of voters voting on such a referen- 
dum or initiative. 

5. Under Measure 3, voter approval would be re- 
quired for passage of any local nonproperty taxes or 
assessments. A majority of voters voting would be re- 
quired on any local tax measure (new tax bases and levies 
outside the 6-percent limitation within the 1 Vi -percent 
limit, and new nonproperty taxes or assessments). 

6. Measure 3 would prohibit the state from levying 
special property taxes except for payment of existing 
bonds. It would restrict local governments from prop- 
erty taxes outside the $15 tax-rate limit. Measure 3 would 
prohibit state and local governments from imposing 
special ad valorem taxes on real property and taxes on 
the sale of real property or on real estate transactions. 

Measure 3, if approved by voters, would take effect 
July 1, 1983, except for provisions relating to voting 
requirements on tax measures and to the imposition of 
new taxes. These latter provisions would take effect 
December 2,1982. 

The chart on pages 2-4 of this circular compares se- 
lected aspects of Oregon's present tax system and the sys- 
tem that would exist under Measure 3. Tax payments, 
tax relief and assessments are compared on page 2; local 
government revenues and bonding capacity, page 3; and 
state government revenues and bonding capacity, page 4. 
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Measure 3 and Oregon's Present Tax System 

Aspect of tax 
system affected Present system Measure 3 

Tax payments = (locally determined tax rate) 
x (value of property assessed at 1983 levels.) 

The statewide average tax rate for 1981-82 
was $20.90/$l,000 assessed value. 

Homeowners' property tax payments are re- 
duced up to 30 percent (with a $192 maxi- 
mum) through partial payment by the State 
on A levies and levies within the tax base. 
Renters (who do not pay property taxes di- 
rectly) receive a refund of 4.7 percent of rent 
paid (with a $96 maximum refund). 

Through the Homeowner and Renter 
Relief Program (HARRP), homeowners 
with incomes of less than $17,500 re- 
ceive an additional refund of up to $750. 
Renters with incomes of less than $17,500 
qualify for an additional refund of up to 
$375. Higher HARRP payments are made to 
those with lower incomes. 

Oregon has two other relief programs. The 
first permits senior citizens to defer property 
tax payments. The second exempts from tax- 
ation a share of the property of certain veter- 
ans and their widows. 

Property taxes are deductible from Federal 
and state income taxes. 

I. Tax payments 
1983 property 
tax payments 

Property tax 
relief 

HARRP 

Other tax 
relief 

Federal and 
state income 
tax payments 

II. Assessments 
Basis for 
assessment 

Property subject 
to special 
assessment 

Real property is classified as either home- 
stead (owner-occupied principal residence) or 
all other property. Statewide assessed value 
of existing property in each class is limited to 
an increase of 5 percent per year. The as- 
sessed value of each individual property is 
multiplied by a ratio set to keep assessments 
within this 5-percent limit. The 1982 ratio for 
homesteads is 83.8 percent of true cash 
value. The 1982 ratio for all other property is 
85.1 percent. 

Assessments for certain farm lands and 
timber lands are not based on market 
value but on their use value. 

Tax payments = (a maximum tax rate of 
$15/$ 1,000 assessed value, plus amounts for 
existing bonds and any "override") x (value 
of property assessed at 1979 levels). 

The statewide average tax rate for 1981-82 
would have been $ 15.23/$ 1,000 assessed value. 

The state 30-percent partial payment to 
homeowners and 4.7-percent refund to rent- 
ers could be legislatively altered or elimi- 
nated. 
Renters (who do not pay property taxes di- 
rectly) would be ensured individual relief 
equivalent to that provided homeowners by 
the $15 tax rate limit and reduced assessed 
value. Measure 3 does not specify how this 
would be accomplished. 

Participants in the HARRP program would 
be ensured no reduction in benefits as long 
as program remains. The legislature could, 
for reasons other than reducing benefits, re- 
peal HARRP, according to an attorney gen- 
eral's opinion. 

Because property tax payments would be 
lower. Federal and state income tax pay- 
ments would be higher under Measure 3 than 
under the present system for those taxpayers 
itemizing deductions. 

Assessments for 1983 would be set to reflect 
1979 true cash values. In 1984 and subse- 
quently, assessed values could increase above 
these levels at the lesser of 2 percent per year 
or the rate of growth of the Consumer Price 
Index (CPI). New construction would be as- 
sessed as though it were newly constructed in 
1979. 

Property assessed for special purposes in 
1979 would continue to be assessed at values 
shown on the 1979 tax statement plus 2 per- 
cent or CPI indexing, even if the special use 
changes. Property that qualifies for special 
assessment after 1979 would be valued at the 
lesser of: 
(a) its 1979 assessed value plus indexing; or 
(b) its special-use value in the particular tax 

year. 



Measure 3 and Oregon's Present Tax System (continued) 

Aspect of tax 
system affected Present system Measure 3 

III. Local govern- 
ment 
Revenues 

Bonds 

For local governments with voter-approved 
tax bases, the tax levy within the tax base may 
increase 6 percent each year without voter ap- 
proval. Tax levies outside the 6-percent limi- 
tation must be approved by the voters. 

For local governments without tax bases, all 
property tax levies must be approved by 
voters. 

Proposals for levies outside the 6-percent 
limitation are submitted to voters as A levies 
(if a levy is within a base year operating levy 
plus inflation and population growth) and as 
B levies (if a levy is outside this limit). The 
state will pay up to 30 percent of homeowner 
tax bills based on tax bases and A levies, but 
will pay no part of B levies. 
Voters must be given opportunity to petition 
for a vote on any new tax proposed by local 
governments. In practice, governments often 
refer such measures to voters. 

Voters approve most local bond measures. 

Local governments can guarantee repayment 
of certain bonds through their power to levy 
taxes on property. 

In addition to limits in the present system, 
new restrictions would be placed on local tax- 
ing power: 

Imposition of special ad valorem taxes on 
real property and new taxes based on the 
transfer or sale of real property would be 
prohibited. 
Property tax revenues would be limited to 
that collectible under the $15 tax rate limit. 
Voters could not approve levies above that 
limit.* The $15 tax rate limit could be over- 
riden if higher taxes were necessary to pro- 
vide any district 85 percent (100 percent for 
a district providing "essential services") of 
its 1979-80 total revenues. 
Approval of a majority of qualified voters 
would be necessary for passage of tax meas- 
ures (new tax bases and general levies outside 
the 6-percent limitation but within the IV2- 
percent limit, and new nonproperty taxes). 

Under the $15 tax rate limit, local govern- 
ments could not make the same guarantee for 
repayment of bonded indebtedness incurred 
after the passage of the measure. Repayment 
of new bonds would need to be financed 
either through general property tax revenues 
(within the $15 tax rate limit) or through 
other revenues. The capacity of local gov- 
ernments to sell new bonds would be im- 
paired. The ability to pay off urban renewal 
and redevelopment bonds incurred after the 
passage of the measure would also be re- 
stricted. 

Taxes to repay existing bonds would not be 
affected. 

* Measure 3 does not specify how taxes would be apportioned among local taxing units. The Oregon legislature would determine the allocation, 
either by setting maximum tax rates for each class of taxing unit or by some other mechanism. 

It has been estimated by the Legislative Revenue Office that total property tax revenues would have been reduced by 33 percent in 1981-82 if Meas- 
ure 3 had been in effect. The estimated tax revenue reduction was 40 percent for counties, 23 percent for schools, and 55 percent for cities. 



Measure 3 and Oregon's Present Tax System (continued) 

Aspect of tax 
system affected Present system Measure 3 

IV. State 
government 
Revenues Generally, a simple majority vote of the Ore- 

gon legislature is needed to enact any law 
increasing existing state taxes or creating any 
new state tax. 

Bonds The state's bonding capacity (and, therefore, 
its ability to issue such loans as the Veterans 
Home and Farm loans) is generally limited to 
a percentage of the total assessed value in 
Oregon. 

A Vi majority vote of the Oregon legislature 
or a majority vote of voters would be needed 
to enact any law increasing state taxes. In 
addition, changes in state laws pertaining to 
real property taxes, special assessments, tax 
abatement, legislative administrative acts, tax 
increment financing, or certain transfer of 
property taxes from one class of property to 
another that affect the rates paid by real 
property owners, would have to be submitted 
to voters. Elections to consider these changes 
would be limited to two per year. New special 
ad valorem taxes on real property and new 
taxes on transfer or sale of real property 
would be prohibited. 

Because 1983 assessed value would be reduced 
to the 1979 level, less money would be availa- 
ble for state loans. This would slow the issu- 
ance of new loans (including Veterans Farm 
and Home Loans). 

The Oregon Slate University Extension Service provides education and information based on timely 
research to help Oregonians solve problems and develop skills related to youth, family, community, 
farm, forest, energy, and marine resources. 

Extension's community development program helps Oregonians resolve locally determined problems 
with objective information and assistance with its application on issues concerning economic develop- 
ment, local government, and management of land and other natural resources. 
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