75TH OREGON LEGISLATIVE ASSEMBLY 2009 Regular Session MEASURE: HB 2078 A
STAFF MEASURE SUMMARY CARRIER:
HOUSE REVENUE COMMITTEE

REVENUE: Revenue Impact Issued
FISCAL: Minimal Fiscal Impact

Action: Do Pass as Amended, be Printed A Engrossed and be Referred to Ways and Means.
Vote: 6-4-0
Yeas: Bailey, Gelser, Kahl, Read, Riley, Barnhart
Nays: Bentz, Berger, Bruun, Sprenger
Exc.: 0
Prepared By: Chris Allanach, Economist
Meeting Dates: 2/27; 6/16

WHAT THE BILL DOES: Establishes a connection date of May 1, 2009 to the federal definition of taxable income and
most other provisions. Maintains a December 31, 2008 connection date for bonus depreciation, the discharge of
indebtedness, and Section 179 expensing. Maintains a December 31, 2008 connection date for deduction of
unemployment compensation if HB 2649 fails to become law. Clarifies the definition of “severe disability” to include
deafness; clarifies the definition of “qualifying child” for purposes of the Working Family Child Care credit. Establishes
a continuous tie — a “rolling reconnect” — to the federal definition of taxable income as of January 1, 2011. Eliminates
the Residential Energy Tax Credit and the Business Energy Tax Credit for gasoline-hybrid vehicles as of January 1,
2010. Refines definitions related to the biomass tax credit.

ISSUES DISCUSSED:
e Oregon’s tie to federal law
*  Whether or not the bill should require a 3/5 vote

EFFECT OF COMMITTEE AMENDMENTS: Replaces bill.

BACKGROUND: Oregon had a rolling reconnect to the definition of taxable income for tax years 1997 to 2002. It was
temporarily suspended by the 2003 Legislature for tax years 2003 to 2005. The rolling reconnect was re-established
for tax years 2006 to 2008. With the passage of HB 2157 during the 2009 session, Oregon does not currently have a
rolling reconnect but is, instead, tied to federal law as it existed on December 31, 2008. By moving the connection date
to May 1, 2009 Oregon is generally connected to the provisions of The American Recovery and Reinvestment Act of
2009, with the exception of the provisions described above.

The Assembly granted a credit for alternative fuel vehicles in 1999, when eight credits were granted for a total of just
over $6,000. By 2008, the number of credits had increased to 3,083 and totaled just under $4.6 million. A similar
federal credit has sunset for certain eligible cars, such as the Toyota Prius, as they reach a certain level of sales.

The biomass credit was created in 2007 and depends on the type of biomass. In 2007, roughly 100 personal income
tax filers reduced their tax liability by just under $1.1 million. In 2008, preliminary data indicate that total roughly
doubled to $2.2 million.
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