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Revenue Summary
 

1999-2001 Current Law General Fund and Lottery Funds Revenue Projection
 

Current Law Projection
The Office of Economic Analysis (OEA) projects General Fund revenue of $9,863 million. The beginning balance is estimated at $359 million. This leaves projected General Fund resources of $10,222 million.

State lottery resources for the next two years are forecast to be $577 million. This estimate includes a beginning balance of $5 million and revenue of $572 million.

General Fund revenue is projected to grow 19 percent from the previous biennium. General Fund resources are forecast to rise 12 percent. A smaller beginning balance accounts for the difference.

Personal income tax makes up the largest share of General Fund revenue. It accounts for 85 percent of projected revenue. Corporate income taxes are eight percent of the total revenue amount. Other sources make up the remaining seven percent. The largest of the other sources are the insurance premium tax and the cigarette tax.

OEA does not foresee the payment of two percent surplus kicker refunds in the next biennium. However, the current forecast is very close to the two percent trigger for personal income tax payers. The current corporate income tax forecast is well below the trigger amount. This makes a surplus corporate credit unlikely.

Personal income tax revenue is forecast to grow 18 percent. This growth rate is inflated. That is because a large two percent surplus refund was paid during 1997-99. But a surplus refund is not forecast for the next two years. Adjusting for the refund difference, personal income tax revenue is projected to increase 12 percent.

The same situation applies to corporate income tax revenue. It is projected to grow 43 percent. A large surplus credit was applied to the base period, but no credit is expected in 1999-2001. Excluding the surplus credit, corporate revenue is forecast to rise six percent.

OEA forecasts three percent growth for the rest of General Fund revenue. A $12 million transfer from the Department of Revenue is included in this category. This revenue is from the senior citizens tax deferral program.

OEA expects total lottery resources to decline by $50 million. Three factors account for this change:

There is a smaller beginning balance. The beginning balance was $35 million in 1997-99. It is expected to be only $5 million in 1999-2001.

Traditional lottery game sales have been declining. This trend is expected to continue. This does not include video poker, which accounts for 77 percent of total lottery revenue. That portion of lottery sales is expected to grow slightly.

One-time savings in lottery administrative costs were transferred in 1997-99.

Ballot Measure 66 passed in the November 1998 election. It directed that 15 percent of lottery revenue be dedicated to a parks and natural resources fund. Another 15 percent of the lottery was already dedicated to education purposes. Dedicated funds now make up 30 percent of lottery revenue. The remaining lottery resources are forecast to be $401 million.

 

Governor's Recommended Revenue Changes
The Governor recommends continuing four tax credits that are set to end in 1999-2001. The credits and the revenue impact are listed below:

Emission-Reducing Production Technology Credit. This credit would sunset on December 31, 1999. Continuing the credit would decrease corporate income tax revenue by $400,000.

Capital Gains from Oregon Reinvestment. This credit would sunset on December 31, 1999. Continuing the credit would decrease personal income taxes by $600,000. 

Low Income Housing Lender's Credit. This credit would sunset on January 1, 2000. Extending the credit would decrease corporate income taxes by $100,000.

First Break Program. This program would sunset on December 31, 2000. This will have no revenue impact.

The Governor recommends actions to make the tax system more fair and efficient. The net result of these actions is to decrease General Fund revenue. Personal income tax revenue is reduced $235,000. Corporate income tax revenue is reduced $310,000.

The Governor recommends revising the pollution control tax credit. This action will increase corporate income tax revenue by slightly over $5 million.

The Governor recommends transferring part of the Petroleum Load Fee to the General Fund. This will result in a one-time transfer of $2.6 million.

The Governor recommends extension of the $0.10 per pack cigarette surcharge to January 1, 2002. This change will lower cigarette sales from the current law estimate. This will reduce General Fund cigarette tax revenue $1.7 million.

The net result of the recommended changes listed above is an increase of $4.5 million. Total General Fund revenue, as a result, is $9,867 million.

The Governor recommends that this revenue be used to increase the ending balance.

 

Pending Revenue Issues
Payment of back taxes on federal pension income required under current law is included in the forecast. However, legislation is needed to refund back taxes for those who did not file protective claims for 1991-94 tax years. The Governor recommends settlement of all claims. The timing and method of payment for those who did not file claims is yet to be determined. 

Oregon is a participant in litigation against tobacco companies. A tentative settlement has been reached. If the state decides to join in a final agreement, revenue could begin flowing in the 1999-2001 biennium. The amount, timing, and use of these funds are still pending.

 


