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Oregon's state parks and watershed are critical assets that need a
source of stable long-term funding. While your committee members
agree on the need for funding, we disagree on whether Measure 66 is
the appropriate mechanism to meet that need.

The majority of your committee believes that Measure 66 would put
into the state constitution material that does not relate to the structure,
powers and limitations of government and the rights of the people with
respect to their government. It would inappropriately dedicate a fixed
percentage of Oregon Lottery revenues, and redirect funding from
other state activities without either identifying new funding sources to
keep these activities whole or allowing an overall prioritization of state
expenditures. Also, voters cannot be assured that the watershed funds
dedicated by Measure 66 would be put to best use. No mechanism is in
place to determine and prioritize needs on a statewide basis and
oversight is unclear. The majority questions whether local watershed
councils have the expertise to do the strategic planning and can
effectively achieve the goals of the measure.

The majority urges a No vote on Measure 66.

The minority of your committee believes that state parks and
watersheds urgently need a guaranteed source of stable funding now
and into the future. The legislature has repeatedly failed to provide
stable funding for state parks and could do the same with regard to
watershed programs. Measure 66 ensures that these programs will be
funded—at least until voters revisit the measure in 2014. Amending the
state constitution is appropriate in this case because that is the only way
to expand the use of Oregon Lottery revenues.

The minority recommends a Yes vote on Measure 66.

The City Club membership will vote on this report on Friday, October 23,
1998. Until the membership vote, the City Club of Portland does not
have an official position on this report. The outcome of this vote will be
reported in the City Club Bulletin dated November 13, 1998.
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I. INTRODUCTION

Ballot Measure 66 will appear on the ballot as follows:

Caption:

Result of "Yes" Vote:

Result of "No" Vote:

Summary:

Amends Constitution: Dedicates Some Lottery
Funding to Parks, Beaches; Habitat, Watershed
Protection

"Yes" vote dedicates 15 percent lottery funding to
parks, beaches; salmon, wildlife habitat, watershed
protection.

"No" vote retains system restricting state lottery
funding to job creation, economic development,
public education.

Amends constitution. State lottery proceeds
currently limited to job creation, economic
development, public education. Measure dedicates
15 percent of net lottery proceeds to new fund for
parks, beaches; salmon, wildlife habitat, watershed
protection. Dedicates half of fund to create,
maintain state parks, ocean shores, public beach
access areas, historic sites, recreation areas.
Dedicates other half for single agency to administer
funds to protect native salmon, wildlife habitat,
watersheds, using at least 65 percent for capital
expenditures. Requires biennial audits, voter
renewal in 2014. Other provisions.

(The language of the caption, question, and summary was prepared by the
Oregon State Attorney General.)
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The City Club chose to study Measure 66, based on two areas of concern. First,
Measure 66 would amend the Oregon Constitution by dedicating a fixed
portion of the Oregon Lottery's net proceeds to two new purposes in addition to
those currently allowed. Second, it was thought that the important provisions of
Measure 66 and any significant issues raised might not receive adequate
discussion because attention from the media and voters would be focused on
more controversial, better-funded campaigns.

The City Club screened the Measure 66 Study Committee's seven members to
ensure that no member had an economic interest in the outcome of the study or
had taken a public position on the subject of the measure. Committee members
met twice weekly for over six weeks. During these meetings, the Committee
interviewed proponents and opponents of the measure, as well as other
individuals with relevant expertise or a special interest in the outcome of
Measure 66. The Committee sought and reviewed printed materials as provided
or discovered by members' research. Individual Committee members
conducted separate one-on-one interviews.

II. BACKGROUND

State parks supporters and environmental organizations led a citizen initiative
effort that placed Measure 66 on the ballot. The measure comes out of long-
standing interest in the establishment of a dedicated or predictable funding
source for state parks coupled with a more recent interest to direct funding to
watershed restoration programs thereby protecting fish and salmon habitat.

A. What Would Measure 66 Do?

Measure 66 would dedicate 15 percent of the net proceeds from the Oregon
Lottery to "restoring and protecting Oregon's parks, beaches, watersheds and
critical fish and wildlife habitats." The measure would evenly divide these
funds between two public purposes:

• "financing the protection, repair, operation, and creation of state parks,
ocean shore and public beach access areas, historic sites and recreations
areas....," and

• "financing the restoration and protection of native salmonid populations,
watersheds, fish and wildlife habitats and water quality in Oregon."

The measure does not identify a particular agency or agencies as being
responsible for carrying out the parks-related goals. It does, however, require
state agencies that receive the revenues targeted to parks to use the funds for the
following purposes:

• "maintain, construct, improve, develop, manage and operate state park and
recreation facilities, programs and areas...;"
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• "acquire real property, or interest therein, deemed necessary for the creation
and operation of state parks, ocean shores public beach access areas,
recreation and historic sites or because of natural, scenic, cultural, historic
and recreational values...;"

• "operate grant programs for local government entities deemed necessary to
accomplish the public purposes..." established by the measure.

The measure requires that the watershed-related funds be administered by "one
state agency"—but does not identify the agency—and requires that 65 percent
of the funds be used for capital projects. The funds must be used for:

• "watershed, fish and wildlife, and riparian and other native species, habitat
conservation activities, including but not limited to planning, coordination,
assessment, implementation, restoration, inventory, information
management and monitoring activities;

• watershed and riparian education efforts;

• the development and implementation of watershed and water quality
enhancement plans;

• entering into agreements to obtain from willing owners determinate
interests in lands and waters that protect watershed resources, including
but not limited to fee simple interests in land, leases of land or conservation
easements; and,

• enforcement of fish and wildlife and habitat protection laws and
regulations.

The measure specifically prohibits the legislature from limiting these
expenditures and allows the legislature to appropriate additional money or
revenues to these purposes.

Additionally, any state agency receiving funds dedicated by this measure must
present a biennial report to the legislature based on an independent audit by the
Oregon Secretary of State of the agency's "financial integrity, effectiveness and
performance."

Finally, the measure instructs the legislature to give voters the opportunity in
2014 to vote on whether to continue the provisions of the amendment. Absent a
vote approving their continuation, the provisions of Measure 66 would expire
on January 1,2015.

B. Dedication of Oregon Lottery Revenues

Since its creation by Oregon voters in 1984, the Oregon Lottery has become the
second largest source of state government revenue after the state income tax.
The ballot measure that created the lottery originally dedicated lottery revenues
to "creating jobs and furthering economic development." Since that time, the
legislature has interpreted the terms broadly enough to encompass a wide range
of projects located in every county and many communities across Oregon. In
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1995, Oregon voters overwhelmingly approved a legislative referral that
amended the Oregon Constitution to dedicate 15 percent of Oregon Lottery
revenues to public education. Passage of Measure 66 would dedicate 15 percent
of net lottery revenues to parks and watersheds.

By way of background, the 1997-99 Oregon Lottery revenues were expected to
total roughly $657 million. The 15 percent portion for public education came to
roughly $92 million, to which the legislature added a further allocation of $451
million representing about 83 percent of lottery revenues. Table 1 on the
following page presents a breakdown of legislatively approved lottery revenues.
Approximately 75 percent of lottery revenues were generated by video poker
operations.

Under Measure 66, an estimated $46.2 million of state lottery proceeds—$92
million per biennium—would be directed each year to parks and natural
resources until the year 2014. The estimate is based on 1999-2001 projections of
lottery proceeds. These funds would no longer be available to the legislature for
other purposes.

C Oregon State Parks

The Parks System and Administration: Oregon's state park system was born in
1913 when Governor Oswald West and the state legislature "declared Oregon
beaches a public highway" and established the legal precedent for public access
to the beaches. Today, Oregon has about 227 separate park properties, 83
Willamette River Greenway properties, and 24 Oregon State Scenic Waterway
properties. State park facilities include over 50 campgrounds and other
overnight facilities, 172 day use areas, and other outdoor facilities including 478
miles of recreation trails, 12 boating/fishing docks, and 21 swimming areas. The
Oregon State Parks system total includes 225 trails, lighthouses, historic places,
scenic waterways and ocean shores. No new campgrounds have been added to
the system in 28 years.

In addition to the state park system, Oregon Parks and Recreation Department
(OPRD) also manages the following state programs: Ocean Shores; State Scenic
Waterways; State Historic Preservation Office; Oregon Heritage Commission;
Oregon Recreation Trails; Willamette River Greenway; and Grant/Assistance
for Local Park and Recreation Development. In most cases, the legislature did
not dedicate funds to support its mandate that OPRD administer these
programs.

Until 1989, the administration of state parks was housed in the State Highway
Department, which later became the Oregon Department of Transportation
(ODOT). In 1989, the state legislature created the Oregon Parks and Recreation
Department as an independent agency. OPRD's 1997-99 legislatively approved
budget was $84 million. Major sources of revenue are: park camp rentals and
day use permits (32 percent); RV registrations (23 percent); lottery bonds (18
percent); and the state general fund (13 percent).
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Table 1.1997-99 Legislatively Adopted Lottery Funds Allocation

1997-1999 ALLOCATIONS

DEDICATED ALLOCATIONS:

1 5% of total lottery transfers to
Education Endowment Fund (The actual
percent is slightly less in this case
because of how the revenue was
calculated.)

2.5% of video net sales to counties for
local economic development projects

Earnings from Sports Action Games to
Department of Higher Education for
inter-collegiate athletics and academic
scholarships

DISCRETIONARY ALLOCATIONS:

Additional Funds Allocation for
Education

Economic/Community Development

Natural Resources (Includes $1.2 million
debt service on parks bonds, and $1.8
million to watershed programs.)

Transportation

Administration

TOTAL

AMOUNT

$91,800,000

$20,800,000

$4,400,000

$451,206,170

$56,029,504

$8,354,326

$20,160,000

$4,000,000

$646,750,000

PERCENT OF TOTAL
LOTTERY REVENUES

14.0%

3.2%

0.7%

68.7%

8.5%

1.3%

3.1%

0.6%

100.0%

Source: Oregon Lottery

Current Status of Parks System: Oregon has one of the most heavily used state
park systems in the nation. While our state ranks 29* among the 50 states in
park acreage, it ranks sixth in total park visitors and second in the number of
state park visitors per acre. Over 40 million visitors a year come to Oregon State
parks, two-thirds of whom are Oregon residents. Oregon ranks second in the
nation in the number of annual campsite rentals.

Camping and day usage are increasing statewide. A citizen task force that
developed the 2010 Plan in the late 1980s estimated that over $84 million in new
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facilities were needed to accomplish the long-term goals of the Plan and to
address growing population and changes in Oregon. These estimates may be
conservative today, given Oregon's population growth and increases in the
number of park visits.

An estimated $560 million was generated by state park visitor and staff
expenditures in 1996 (the most recent year for which statistics are available). The
estimate is based on spending by park visitors within 25 miles of the park, plus
actual expenditures made by park employees and lodging tax dollars
transferred from parks, where they were collected, to cities and counties.

The Search for Stable Funding: OPRD has contended with a lack of adequate
funding to maintain and improve Oregon's state park system for several years.
Current revenues are not sufficient to keep state parks open and operating at the
level of service that the public demands. In 1980, when Oregon voters approved
a constitutional amendment restricting state gas tax revenues to highway
construction and maintenance, gas tax dollars had been supporting more than
half of the state parks system budget.

As a result of this reduced funding, during the past three biennia OPRD has cut
staff, services, supplies, and capital outlay resulting in deterioration of sites.
Significant major repairs to park facilities are needed. At least $110 million in
deferred maintenance has accumulated due to lack of adequate funding for state
parks. Additionally, there is inadequate funding to take care of statutory and
stewardship responsibilities on the ocean shores, rivers and scenic waterways
and recreational trails. Revenues from park users alone do not cover operating
costs.

OPRD presented your Committee with the following description of the
evolution of the funding problems for state parks:

• 1980: Parks lost its dedicated gas tax revenue, which had traditionally
funded more than half the state parks budget. State general fund support
for parks in 1987-89 biennium totaled 24 percent of the agency's budget.

• 1990: Measure 5 passed and state general fund support fell from $6 million
in 1990 to $4 million in 1991 (22 percent of the OPRD budget).

• 1992: A ballot measure to reinstate the gas tax funding failed as did a
measure to give OPRD authority to issue bonds. State general fund support
dropped to $3 million in 1993 (15 percent of the OPRD budget).

• 1994: Measure 11 passed and intensified the competition for general fund
dollars. General fund support for state parks dropped to $2.6 million in
1995 (9 percent of OPRD budget).

• 1995-96: RV license fee revenues fell below expected levels, federal funds
continued to decline, flood damage led to revenue loss at campgrounds and
day use areas, utility rates soared, and competition from private
campgrounds increased.
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• 1996: OPRD considered closing 64 parks. The State Emergency Board
allocated $1.8 million to maintain operation of all parks through the end of
June 1997.

• 1997: The legislature allowed OPRD to issue $15 million in lottery-backed
bonds to meet urgent repair and replacement needs, and doubled the
general fund contribution to $11.1 million (13 percent of OPRD's budget).
Even with this additional funding, OPRD is still dependent on fees from
park users and recreational vehicle registrations for more than half of its
budget.

OPRD implemented a number of efforts over recent years to solve its financial
problems. These efforts included: the transfer of 17 state parks to local
governments; increases in camping fees—which are now among the highest in
the nation; increases in day-use fees; an aggressive recruitment of more than
11,000 volunteers annually—while OPRD work force numbers remained
relatively flat; and the establishment of the Oregon State Parks Trust to
encourage cash and land donations.

Public Input: In 1996, OPRD initiated a campaign to increase public awareness
of the need for a stable funding source for state parks. Individuals participating
in a series of public meetings expressed support for the following options
(ranked from the most popular to the least popular):

• an increase in the bottle deposit (of one or more cents);

• a gas tax increase;

• an increase in vehicle registration fees;

• dedication of a percentage of state lottery revenues;

• an increase in appropriations from the state general fund;

• a statewide hotel/motel tax; and,

• an increase in recreational vehicle registration fees.

During the 1997 legislative session, the governor unsuccessfully pushed an
increase in the bottle deposit to generate funding for state parks. After the
session, OPRD held a series of public forums throughout the state to identify
sources of long-term funding for parks most widely supported by the public. In
response to the legislature's failure to institute a long-term funding source for
parks, parks supporters turned to the initiative process. Measure 66 supporters
told your Committee that focus groups showed that a dedication of lottery
funds had the greatest chance of voter approval. Parks supporters told your
Committee they partnered with watershed protection and restoration
supporters to broaden the support for the measure.

D. Watershed Enhancement in Oregon

A variety of conditions and circumstances have made watershed conditions the
focus of increasing public concern, including loss and degradation of wildlife
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habitat, threats to the quality and safety of local drinking water supplies, and
flood control. The federal government's recent listing of a number of fish species
as endangered raised the stakes significantly especially for urban and suburban
areas in the Willamette Valley. At the same time, environmentalists, business
leaders, and policy makers have become aware that the health of our waterways
requires addressing watersheds as whole systems, rather than focusing only on
specific sites.

Although Measure 66 does not indicate which single agency would administer
the water-shed funds, proponents told your Committee that it was their
intention that the Governor's Watershed Enhancement Board (GWEB) would
oversee the funds and make grants to local watershed councils to carry out
much of the systemic work envisioned under the measure.

The Governor's Watershed Enhancement Board: The Oregon Legislature
created GWEB in 1987 to ensure the "long-term protection of the water
resources of this state, including sustainable watershed functions." The
legislature was responding to the concerns of a broad-based coalition about
emerging drought issues as well as the need to encourage a more
comprehensive and coordinated approach to water policy. GWEB's mandate
was to coordinate more effectively the activities of the variety of state and
federal agencies and boards involved in water policy issues.

The Governor's Watershed Advisor chairs GWEB and voting members include
representatives of ten state and federal boards, commissions, and agencies. A
Technical Advisory Committee and an Education Advisory Committee support
GWEB, both made up almost entirely by representatives of public agencies.( See
Appendix C for a list of GWEB members.)

GWEB's early budgets were around $500,000 per biennium and were used for
grants for demonstration projects to manage water resources and land, and for
the development of education programs. GWEB responsibilities and budget
have grown dramatically in recent years. The legislature allocated GWEB $1
million in 1993-95, $2.6 million in 1995-97, and $15 million in 1997-99. The large
increase in 1997-99 was tied to the legislature's decision to give GWEB the
responsibility for implementing the Oregon Plan for Salmon and Watersheds.
The $15 million allocation was raised through a voluntary tax on timber harvest
agreed to by Oregon's timber industry.

GWEB representatives stated that the Board's goal is to fund projects that
"demonstrate sound principles of watershed management" and that are
designed to "appropriately address the cause of the problem for each specific
locale."

In 1991-93 a legislative interim committee looked at the design of a program that
would involve citizens in the assessment, improvement, and monitoring of state
watersheds. The legislature subsequently passed HB 2215, which created the
watershed council program. When first created, the watershed councils were
overseen by the state Strategic Water Management Group.
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In 1995, the legislature adopted HB 3441, which shifted responsibility for the
watershed councils to GWEB. The legislation:

• designated the GWEB chair as the Governor's Natural Resource Policy
Advisor;

• allowed GWEB to designate high-priority watersheds;

• allowed for the establishment of local, voluntary watershed councils
recognized by local government;

• required GWEB to grant funds for the support of watershed councils in
assessing watershed conditions, developing action plans, implementing
projects, and monitoring results; and,

• required GWEB to operate a program that relies on the establishment of
voluntary local watershed councils comprised of residents, state and federal
agency staff, members of federally recognized Indian tribes, and other
citizens interested in the management of the watershed. The councils are to
develop local plans that may include, but are not limited to, the assessment
of watershed condition, the creation of a watershed action plan, and a
strategy for implementing the action plan.

Today approximately 85 local watershed councils have been created—50 in
western Oregon (25 in Willamette Valley), and the rest in eastern Oregon. At this
time, about half of the existing watershed councils have prepared formal
watershed assessments. Each watershed council has a technical advisory
committee. A watershed assessment is prepared by the technical advisory
committee or a hired consultant.

Applications for GWEB grants are reviewed by five interagency teams assigned
to different geographic areas of the state. The teams represent different agency
interests and include individuals with different areas of expertise: wildlife,
fisheries, geomorphology, etc. The interagency teams independently evaluate
each grant proposal based on its merits and how well it meets the general goals
of the GWEB program. Issues considered generally include: Does the proposal
address watershed issues? Are there partnerships between different interests?
Does the proposal reach across jurisdictional lines? Is outreach included in the
proposal?

GWEB does not have detailed grant approval criteria at this time. No targets or
quotas have been established to guide the dispersal of these funds to different
parts of the state. Better organized councils generally are more successful in
applying for and receiving grants.

GWEB staff reports that watershed councils serve a dual purpose of identifying
technical needs and priorities and of informing and educating different interest
groups in a watershed area about the relation of the watershed to their own and
others' activities and values.
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