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Revenue Updates 
 
House Revenue held an informational session on March 16 concerning 
the American Rescue Plan (ARP) recently signed into law, with 
presentations by the LRO Legislative Revenue Office. The ARP will 
provide $6 billion for Oregon, of which $2.8 billion goes to the state and 
$1.5 billion goes to local governments for hazard pay, to fill budget gaps 
and for infrastructure. It also provides federal funding for Covid 
response, child care, education, housing, higher ed, and home and 
community-based care. There is a restriction, however, that has caused 
confusion among the states, the Legislative Revenue Office (LRO) 
analysts and legislators: this money cannot be used to lower taxes. 
  
The exact wording is: 
 
“A State or territory shall not use the funds provided under this section 
or transferred pursuant to section 603(c)(4) to either directly or 
indirectly offset a reduction in the net tax revenue of such State or 
territory resulting from a change in law, regulation, or administrative 
interpretation during the covered period that reduces any tax (by 
providing for a reduction in a rate, a rebate, a deduction, a credit, or 
otherwise) or delays the imposition of any tax or tax increase.” (603c4 is 
about transfers to localities.) 
 

But what does this mean? What if there is pending legislation to extend 
or add tax credits; would this count towards lowering total taxes? Will 
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this cause a dollar-for-dollar forfeiture? Can the federal government 
make demands that affect state legislation? Answers need to be found 
soon, and it will be up to the US Treasury or the courts to decide on the 
interpretation of the law and legislative intent. Resolution is needed 
quickly, as it will affect the outcome of specific bills currently under 
deliberation this session. 
 
On March 11, there were public hearings on three bills concerning 
Oregon’s connection to the federal income tax code. 
 
HB 2457 and a similar bill, HB2577, renew the Public Employees 
Retirement System connection date to the federal Internal Revenue Code 
and adds apprenticeship programs to the higher education savings 
network account, making them eligible for special tax treatment on the 
interest on education loans. 
 
HB 2839 is the disconnect from federal tax income tax provisions in the 
CARES act concerning net operating losses and interest deductions 
related to pass-through entities, and requiring additions to federal 
taxable income for Oregon tax purposes. The LWV supported similar 
legislation last year because it is a special tax break for the wealthy. 
 

A new bill, SB 727 is a study bill concerning the federal limitation on 
personal income tax deductions allowed for state and local taxes, 
commonly known as the SALT deduction. This itemized deduction would 
not affect most taxpayers who take the standard deduction. 
 

The League provided testimony on the mortgage interest deduction, HB 
2578 which the League supported as reported in our last report, which 
we hope will pass in the final work session by 5 pm March 18. A similar, 
but more limited bill, SB 852 introduced in the Senate Finance and 
Revenue Committee, would only eliminate the MID deduction for 
vacation homes, but not for principal residences for those in the top 95% 
of adjusted gross income. 
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