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Sent: 7 Monday, February 21, 2011 11:45 AM 2R M- Lotife
To: Warner Paul D; Longacre Julia
Subject: FW: Testimony on SJR26
Attachments: SJR26 - Eric's Notes.pdf

For this afternoon's meeting. Mr. McIntire won't be able to make the meeting, and wants this
testimony presented to the members.

Corinne Gavette

Office Manager

Legislative Revenue Office
(503) 986-1266

----- Original Message-----

From: Don McIntire [mailto:mbmc@comcast.net]
Sent: Monday, February 21, 2011 11:15 AM

To: LRC

Subject: Testimony on S3R26

Members of the Revenue Committee,

Attached is the text of HJR26, together with my notes explaining how I think the measure is
supposed to function.

At first glance, I think the proposal is somewhat better than the status quo (which is no
spending limit and an unpredictable kicker). I think that SJR26 has some problems which, if
rectified, could make it worth supporting.

The measure creates a soft spending limit that directs a portion of

excess revenues into a Rainy Day Fund. This is an improvement over

what we currently have but in the big picture, I would trade the entire Kicker for a hard
spending limit (such as that proposed by Measure 48,

2006) and a Rainy Day Fund that "kicks" out tax refunds once it .is filled.

Sincerely,

Eric Winters <Eric@EricWinters,com>
Attorney at Law

36710 SW Magnolia Avenue
Wilsonville, OR 97879

503-454-0828 (office)
503-754-9096 (cell)
866-867-5451 (fax)
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76th OREGON LEGISLATIVE ASSEMBLY--2011 Regular Sassion

Senate Joint Resalution 26

Sponsored by Senatars MORSE, BURDICK, TELFER HASS, THOMSEN, Representatives GELSER, READ; Senators NELSON,
OLSEN, Representative OLSON

SUMMARY: The following summary is not prepared by the spansers of the measure and is not a part of the body thereof
subject to consideration by the Legislative Assembly. It is an editer's brief statement of the essential featu res of
the measure as intraduced.

Proposes revislon of Oregon Constitution. Directs Legislative Assembly to leave amount unappropriated for
biennlum if Legislative Assembly determines that percentage increase in available General Fund revenues exceeds
increase in rate of populatien and Inflation. Sets amount left unappropriated at percentage difference between
increase in revenues available for biennium and population and inflation growth, with three percent maximum,
Requires depasit of unappropriated amount in Oregon Rainy Day Fund if General Fund revenues collected equal or
exceed revenue estmate forbiennium. Requires transfer of lesser of one percent of General Fund sppropriations
for biennium or ending balance to Oregon Rainy Day Fund,

Establishes Cregon Rainy Day Fund. Sets conditions for appropriation of maneys in fund.
Trarsfers one-half of surpius personal income tax revenues ta fund. Returns one -half of surplus
personal income tax revenues to personal income taxpayers.

Establishes Oregon Universities Stability Fund. Sets cenditions for appropriation of moneys in
fund, Transfers surplus comporate income or excise tax revenue te Fund.

Refers propased revision to people for their approval or rejection at next primary election.

IOINTRESOLUTICN: Be !t Resolved by the Legislative Assembly of the State of Oregon, two -thirds of all the members of
eachhguse concurring:

PARAGRAPH 1. The Constitution of the State of Oregon is revised by creating new sections 14a, 15, 16 and 17 to
be added to and made 2 part of Article 1X, and by amending section 14, Article I, such sections 1o read:

SECTION 15. (Soft Spending limit] . Iterm this a Soft Spending Limit. Thare is no actual hard limit but
anrequirement fo “leave unappropriaied” 3% of sstimated

(L) H required under subisection {2) of this sectian, in budgeting fora biennium that begins an July 1 of the year of a regu lar | available funds when making appropriations,

legislative sesslon hetd in an oddnumbered year, the Legislative Assembly shall leave anappropriated an amaount of General

Fund revenues estimated ta be available for the biennium. The Legisiative Assembly shall use the estimate of General Fund A the end of a biennium those unappropriated amounts go to fil

a Rainy Day Fund (RDF). Once the RDF is full, all
unappropriated funds in a bienniurm bacome available revenus for
the nexd biennium. The spending timit daes little to restraln
spending once the RDF is fufl.

revenues contained in the last quarterly economic and revenue forecast presented prior ta the end of the regular lagislative
session held in an odd-numbered year. for purpases of this section, the quarterdy economic and reverue farecast is the
forecast made for purposes of subsection (6] of section 4, Article XV of this Constitution.

12)
{a) subject to paragraph (b} of this subsection, if the Legislative Assembly determines that the growth Index Is greater
thanthe population and inflation index, the amaunt to be left unappropriated under subsection (1) of this section wil The difference between popu-flation limit and estimated
be a percentage of the General Fund revenues estimated to be available for the biennium thatis equal to the growth —\f}-m‘—_,—__ revanuss may not be "unappropriated™
index percentage minus the population and inflation index percentage.

[b] The amount ta be left unappropriated under this seclion may not excead three peccent af the General Fund M Howevar, the "unappropriated™ amount is limited to 3% of GF
revenuas estimated to be available for the bienafum. revenue eslimalte - therefore if revenues are projected to

exceed that 3% amount, they may be appropriated (above the

13) As soan as practicable fler the Legislative Assembly determines the ending halance of the Genaral Fund for a biennium, f:&:ﬁ;‘:ﬁig:ﬁgpgﬁ:g;fmg ;sm‘;:;:m;‘e:o‘"':

if the amount af Genesal Fund revenues collected during the biennium equals or exceeds the amaunt of the estimate used " . .

ding batance i L tra
to determine the amount left unappropriated for that biennfum under subsection [2) of this section, the amount that ending c2 Is caleulated, reducing fransters to the ROF.
was left unappropriated under subsection (2) of this section shall be transfarred to the Oregon Rainy Day Fund blished
by section 16 of this Article,

=<1 Ifit tums out the ravenus estimates wero exaclly accurate or
s toa high then all the unappropriated revenues go to the RDF

[4] As soon as passible after the ending balance fora biennium is determined, an amount equal to ane percent of the
amount of General Fund appropriaticns forthat biennium shall ba transfeited o the Gregan Rainy Day Fund established by
section 16 of this Article. If the ending balance does not equat or exceed one percent of the amount of General Fund

approgriations, anamount equal 1o the ending balance shall be transferred to the Oregon Rainy Day Fund. e When revenue esfimates tum out low, then 1% [or less) af

the total GF approprialions must go to the Rainy Day Fund
deperdding on the ending balance. It appears that gap
amounts (up fo 2% of GF) would move forward as avallable
revenue for the next blernium rather than go to the RDF.

(5} As used in this section:

{2) "Ending balance™ means the difference between the amount of General Fund revenues collected during a
biennium and the amount of General Fund appropriatians for the biesnium.

{4} "Generzl fund appropriations” means the amount of moneys appropriated fram the General Fund fora biennium
in the legislatively approved budget far the biernlum, minus the amount of any Genera! Fund appropdation balances
Torthat blannium that revert to the General Fund as provided by law. Definition of GF appropriations doss not include categories of
unspent appropriations that return to the GF as a malter of

{c) "General Fund revenues estil | t& be avallable for the bienni aans: {aw {not sure what is or isn't included here),

{A] The amount of revenues contained in the General Fund at the beglnning of the blennium; and

(B} The amount of General Fund revenues esti d to be colk d during the

{d} “Growth index” means the percentage difference between the General Fund revanuves estimated to be availible
forthe biennium and the Generaf Fund revenues appropriated for the preceding biennium.

(e] “Legistatively adopted budget” means the budget enacted by the Legisfati bly during an odd ed
year.

{f} “Legislatively approvad budget” means the legislatively adepted budget as modified by the joint committee
referrad to In saction 3, Article 111 of this C i or by the Legi bly meeting in special session.

g} “Population and inflation index” means the sum of:

(&) The ratio of the cost of living for the previaus calendar year to the cost of living for two years prior to the
previous calendar year, based an changes in the U.S. City Average Consumer Price Index for Alf Urban
Consumers (All Items) as published by the Bureau of Labor Statistles of the United States Department of Labor

arother cansumer price index designated by law; and National CPi with legistative discretion to chaose alternate

measure...

(B) The ratio of the estimatest population of this state forthe previous calendar year to the estimated
population of this state far twao years prior 1o the previous calendar year, as determined in the manner
pravided by law. .

Why nof census estimales? i suppose OK if they stick with
one index and adjust it when census rumbers are final.

1think distorts the opsration of lhe spending Imit. Sec. 15(5)
(¢} pounts “any revenues contafned in the GF al the beginning
of tha biennium” as if they ara available in the next bisonium.
If the ROF is part of the GF wouldn? it be treated as availabla

(1) The Oregon Rainy Day Fund is established as an account in the General fund. M revenue even when really itisnt?

SECTION 16. [Reiny Day Fund]
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(2} The Legislative Assembly may approariate moneys from the Oregon Rainy Day Furid only if the appropriation Is
appraved by three-fifths of the members serving in each house of the Lapislative Assembly and the Legislative Assembly
finds one of the followling:

G
F—
S

fe} That a quarterly econemic and revenue forecast projects that revenues in the Genera!
N

{a) That the fast quarterly economic and revenue farecast for a biennium indicates that
moneys available to the Geaeral Furd for the next biennium will be at least three percent
tess than apprapriations from the General Fund for the current biennium;

{b) That there has been a decline for twa or mare consecutive quarters in the last 12
menths in seasanally adjusted nonfarm payrall employment; or

Fund in the current biennlum will be at least twa percent below what the revenues were
projected to be in the revenue forecast on which the legislatively adopted budget far the
current biennium was based.

(31 Once each month, in the manner provided by law, & state agency designated by faw

shall cakculate the ameunt of General Fund interest that is attributable to moneys inthe
©Oregon Rainy Day Fund. Except as provided In subsection {5) of this sectian, tihe amount
calculated under this subsection shall be transferred to the Cregon Rainy Day Fund.

(4) The Legislative Assembly may not appropriate for any one blennlum mare than two -thirds Q—-—x_

of the amount that is in the Oregon Ralny Day Fund at the beginning of that [ R
blennium. If the appropriation is for 2 biennlum that has not vel begun, the Legislative Assembly

may use as the base the most recent estimate of the amount that will be ia the

Gregon Rainy Day Fund 2t the beginning of the bienniumn farwhich the apprapration is

made.

(5] If the moneys in the Oregon Rainy Day Fund just prior to the time of a transfer

scheduled under subsection {3) of this section er section 14 ¢r 15 of this Article equal at least
12 percent of the amount af Generaf Fund revenues collected during the grior biennium,
meneys that would othenwise be transferred te the Oregon Rainy Day Fund shall be deposited
In the Generzl Fund o+ returmed to personal income taxpayers as provided in section 14

{4} of this Article.

G

(6] If the maneys in the Oregon Rafny Day Fund just prior to the time of a transfer

scheduled under subsection {3) of this section or section 14 or 15 of this Article do not equal
atleast 12 percent of the amount of General Fund revenues collected during the prior
biennium, the transfer to the Oregan Ralny Day Fund shall be made regardless of whather
that transfer increases the amount in the Qregon Rainy Day Fund te at least 12 percent of
the amount of General Fund revenues collected during the prior bienrium.

{71 As used in this section, “legistatively adopted budget” means the budget enacted by
the Legislative Assembly during 2 regular sassion.

SECTION 17, [Univarsity Stability Fund fed by Corporate Kicker]

{1) The Oregon Universities Stability Fund is established as an account in the Genaral Fund, Moneys in the Oregon
Universities Stability Fund may be appropriated only for purpases that will beneflt higher education institutions or activiti es

Three-fifths of both hauses Is solid, but the other triggars make
litthe sense to ma.

This is {00 tough. K popu-flation growth was 10%, it would
ban a ROF fransfer in a situation where the estimated
revenues ware 12.99% less than spending limif,

This one is too weak. A slight employment decline over two
guarters could happen while revenue is increasing.

This makes a liflle sense, but there needs to be a prevision
that limits using the ROF in an amount that exceeds the popu-
flation fimt.

Rather see this as 50% rather than 2/3's.

This means that once the ROF is full only the kicker will be
refunded to taxpayers. Once lhe ROF is at 72%, then the
popu-fiation limit goes info semi-hipernation. This means the
automatic 3% set aside for projected revenue in a biennium
{and all RDF Inferest) would automatically added to avaiiable
funds in the next Biennium. Once full, this could permit GF
increases that greatly excesd popu-flation, Af least haif of this
maney shauld be split with the taxpayers in a RDF kicker.

These Higher Ed funds may alsa distorl the effect

orcommunity calleges authorized by faw to receive state aid. A

(2} The Legislative Assembly may appropriate moneys from the Oregon Universities
Statility Fund nly if the appropriation is appraved by three -fifths of the members serving
in aach house of the Legislati y a2nd the Legisl bly finds one of the follpwing:

(21 That the fast quarterfy econarmic and revenue forecast for 2 bfennium indicates that
maneys available to the General Fund forthe next biennium will be at least three percent
less than appropriations from the General Fund forthe current biennium;

{bj That there has been a decline for two of more consecutive quarters in the fast 12
manths in seasonally adjusted nonfarm payroll employment; or

(¢} That a quasterly ecanamic and revenue forecastprajects that revenues in the General
Fund in the current biannlum will be At least twa peroant belaw what the revenies were
projected to ke in the revenue forecast on which the legisiatively adapted budget farthe
current biennlum was based.

{3) Once each month, In the manner previded by law, @ state agency designated by law
shall calculate the amount of General Fund interest that is attributable to moneys in the
Oregon Universities Stability Fund, Except as provided in subsection [5) af this szction, the
amount calculated under this subsection shall be transfesred to the Oregen Universities
Stabllity Fund,

{4} The Legislati y may not appropriate for any ane bienniumn mare than two -thirds
of the amount that is in the Oregon Universities Stability Fund at the beginning of

that hiennlum. If the appropriation is for a biennium that fias not et begun, the Legislative
Assembly may use a5 the base the most recent 2stimate of the amount that wil be in the
Oregon Universities Stability Fund at the beginning of the biennium for which the appropriation
is made.

{5) There Is created a Ur Cagital Imp and Subaccount

within the Oregon Univarsities Stabltity Fund. If the meneys in the Oregon Universities

Stabifity Fund Just priar ta the time of a transfer scheduled under subsectien {3) of this

section or section 14 of this Article equat at least 15 percent of the amount of Generat Fund
revenues appropriated to the Qregon University System duting the prior biennium, monays

that would atherwise be transferred ta the Oregon Universities Stability Fund shall deposited
inthe U Capital Impi and e Subaccount. Moneys in the subaccount
may be apprapriated anly for the purposes of capital impr or deferred
mainterance, as defined by law, at Oregon University System facilities. Subsection {2} of this \\\J
section does nat apply to appropriations of moneys In the subaccount.

(6} i# the moneys in the Oregon Universities Stability Fund just prior to the time of a

transfer scheduled under subsection (3] of this section or section 14 of this Article do not
equal at least 15 percent of the ameunt of General Fund revenues appropriated to the Dregon
Unkvecsity System during the prior biennium, the transfar to the Oregon Universities Stability
Fund shall be made regardless of whether that transfer increases the amaunt in the

Qregon Universities Stability Fund to at laast 15 percent of the 2mount of General Fund revenues
appropriated 1o the Oregan Unkversity System during the prior biennium.

{7) As used in this section, “legislatively adopted budget” means the budget enacted by
the Legislative Assembly during a regutac sessian.

Sec. 14, {Current Canstitutional Kicker provisions - balded fanguage is new - [bracketed] Janguage Is removed)
{1} As soen as is practicable after adjournment sine die of an odd -numbered year regufar session of the

Legislative Assembly, the Gevernor shall cause an estimate to be prepared of revenues that will be received by the
General Fund for the blennium beginning fuly I. The estimated revenues from corporate income and excise taxes
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of the spending limit 1n the same way ihat the RDF
appears fo.

Same concerns with regard to RDF hiteria, use of this fund
has ne conneclion (o the spending limit. Also, not sure why it
needs to have iis own specific ROF based on the carparate
Kicker. Wouldn't it make the university system have a vested
interest in corporate income tax policies wilh less predictable
oufcomes (jus{ so they could get mare corp. kicker windfali
apportunities)?

When the Univarsity RDF fills then corp Kicker money
would spill infe a capltalfmaintenance account that could
be approprialed with a simpla majority vote, However, [
think that appropriations from this fund {which could be
ticket items} would falf within the spending limil for a
biennium and coutd (when revenue projections ara low)
potentially compress spending in other areas.
Aternatively, when revenus projection are very high, big
ticket spending fram this fund could inflate appropriation
levels i & biennium artificially, thereby inflating the
basefine 1hat would be used to establish he spending limit
for the next bienniurm.




shall be separately stated from the estimated revenues from other General fund sources.

{2) As soon as is practicable after the end of the Mennium, the Govemor shall cause actual

collections of revecues received by the General Fund for that biennium to be determined. The re - i
venues received from corporate income and exclse taxes shali be determined separately from the
revenues received fram other Geperal Fund sources,

{3} H the revenues received by the General fund from corporate income and excise taxes during
the biennium exceed the amount estimated te be received from corporate income and excise taxes
for the biennlum, by two percent or more, the total amount of the excess shall be [returned to corporate

incame and excise taxpayers} transferred to the Oregon Universities Stability Fund blished

by section 17 of this Article. These are the basic kicker modifications. Fd rather
ss8 100% of the kicker go inlo the RDF until if is full

{8] If the revenues received from General Fund cevenue sources, exclusive of thase described in and then create a RDF kicker as meationed above.

subsection (3) of this section, during the blennlum exceed the amount estimated to be received from They key to trading the current kicker for the RDF

kicker would require a selid spending limit {(functions

such sources for the biennium, by two percent or more, one-half of the total amount of the excess 3 S 5
rationally and cannct be easily manipufated).

shall be transferred 1o the Oragan Ralny Day Fund established by section 16 of this Article

and one-half of the total amount cf the excess shall ba returned to personal income taxpayers. If
atansfer may not be made ta the Oregon Rainy Day Fund under subsection {5) of saction

16 of this Article, the total amount of the excess shall be zetumed to persanal income taxpayers.

(5) The Legislabive Assembly may enact laws: é_~_\_‘_‘ —
- - This language seems to partially conflict with language in Sect

16(5) which pemmits axcess funds lo go inlo the GF or back lo

a] Establishing & tax credit, refund payment or other mechanism by which the excess revenues .
fal e .p. ¥ . L personal laxpayers when the RDF is full.

are retumed to p and ive procedures connected therewith.

. N ) . I'think it is supposed to mean that the personal kicker returns to full
{b} Allowing the excess revenues to be reduced by administrative costs associated with retuming the excess strength whenever the RDF is full but any other revenuss that
revenues. came in over the spanding fimit stay would with the state,
Howaver, it could be read alternatively that once the RDF Is full
{c} Permitting 2 taxpayers share of the excess revenues not to be returned to the taxpayer if then all unapprepriated revenues lefl over from a biennium are
the taxpayers share is less than 2 de minimis amount id 1 by the Legislati . kicked back. If so lhat would make the whole proposal much
stranger.

{d) Permitting a taxpayer's share of excess revenues to be offset by any liability of the taxpayer
for which the state is authorized to undertake collaction efforts.

16}
(a} Prior to the close of a biennium for which an estimate described in subsection (1} of this
section has been made, the Legislative Assembly, by a two-thirds majority vole of all members
elected to each {House] house, may enact legislation dectaring an and increasing the
amount of the estimate prepared pursusnt 1o subsection {1) af this section,

[b} The prohibition ageinst declaring an emergency in an act regulating taxation ar exemption
jn section 13[, Article 1X of this Constitution] of this Article, does not apply to legllation enacted
pursuant to this subsection.

{7) This section does nat apply:

{a}if, for a biennium or any portion of a blennium, 2 state tax is not Imposed on of measured
by the income of individuals,

{b) To revenues derived fram any minimum tax imposed on corporations far the privilege of
canying an or doing business in this state thar is impased 235 a fixed amount and that is nonappor-
tioned {except for changes of accouming periods).

{c) To biennia beginning before Iuly 1, 2001.

SECTION 14a. {Effective Date] .

{1} Sections 15 to 17 of this Article and the amendment ta section 14 of this Articfe by Senate Joint Resolution 26 (2011}
apply to biennia beginning on or after July 1, 2011

{2 This sectian is repealed on June 30, 2015.

PARAGRAPH 2. The ravision proposed by this resclution shall be submitted to the people
fertheir appraval or rajection at the next primary efection.
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