76th OREGON LEGISLATIVE ASSEMBLY - 2011 Regular Session MEASURE: HB 2526
STAFF MEASURE SUMMARY CARRIER:
House Committee on Business and L abor

REVENUE: Revenue statement issued
FISCAL: Nofiscal impact

Action: Do Pass and Be Referred to the Joint Committee on Tax Credits by Prior Reference
Vote 8-0-0
Yeas: Conger, Doherty, Esquivel, Hoyle, Johnson, Matthews, Kennemer, Schaufler
Nays: 0
Exc.: 0
Prepared By: Theresa Van Winkle, Administrator
M eeting Dates: 2121, 2/28

WHAT THE MEASURE DOES:. Extends the sunset for the tax credit for insurers providing workers’ compensation
insurance to January 1, 2018. Takes effect on the 91st day following adjournment sine die.

| SSUES DI SCUSSED:
e Provisions of the measure

EFFECT OF COMMITTEE AMENDMENT: No amendment.

BACKGROUND: Insurers who provide workers’ compensation coverage pay corporate income tax and a separate
workers’ compensation assessment which provides funding to administer the state’s workers’ compensation system. The
tax expenditure entitles them to a credit against their corporate income taxes equal to the lesser of assessments paid on
workers’ compensation premiums as outlined in ORS 656.612, or the total profit attributable to the workers’
compensation line of business, up to their tax liability. Insurers collect premium assessments from businesses that
purchase workers’ compensation coverage, and the assessments are paid to the Department of Consumer and Business
Services. These assessments are not included in the insurers’ taxable income reported on their corporate income tax
return, but allow the insurer to reduce taxable income for paid assessments even when the assessment is not reported as
income.

According to the Department of Revenue’s 2011-13 Tax Expenditure Report, for the 2007 tax year, 72 corporation
taxpayers benefited from this credit, with an average tax liability reduction of $35,000. It is important to note that the
State Accident Insurance Fund (SAIF) does not benefit from this tax expenditure, as the company was created by statute
and is not considered an insurance corporation.

The statute which established the tax credit was enacted in 1995, and was last modified in 2009 via the enactment of
House Bill 2067.
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