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WHAT THE MEASURE DOES:
Extends to January 1, 2026, the sunset of tax credit for pension income.

ISSUES DISCUSSED:

EFFECT OF AMENDMENT:
No amendment.

BACKGROUND:
In 1991, the Legislative Assembly created a tax credit for pension income. Though the intent is not stated in
statute, it is presumed to provide tax relief to retired low income taxpayers. The credit is nine percent of net
pension income for taxpayers age 62 or older. Net pension income is defined as all retirement income except for
Social Security income and federal pension income not taxed by Oregon. The new pension income qualifying for
the credit is limited to $7,500 ($15,000 joint filer). To take the credit, household income, excluding social security
income, must be less than $22,500 ($45,000 joint filer). Social Security income must be less than $7,500 ($15,000
joint).  Because of the limitations, the maximum tax credit is $675 ($1,350 joint filers).

Use of this tax credit has fallen significantly since it was first established; about 53,000 filers took the credit in
1991 compared to about 5,300 in 2016. The size of the average credit also fell from about $300 in 1991 to $130 in
2016. The household income and Social Security limits have not been changed since the tax credit was created in
1991. Use of the credit dropped off when federal pension income became exempt from taxation in 1998; the
increase in Social Security benefits, which are not taxed by Oregon, has also resulted in lower use of the tax credit.

House Bill 2133 extends the sunset on the pension income tax credit to January 1, 2026. Without the extension,
the tax credit sunsets January 1, 2020.


