
Oregon’s	
  public/government	
  employee	
  unions	
  are	
  gathering	
  signatures	
  to	
  place	
  Initiative	
  Petition	
  28	
  (IP28)	
  
on	
  the	
  November	
  2016	
  statewide	
  ballot.	
  This	
  measure	
  would	
  impose	
  a	
  huge	
  new	
  gross	
  receipts	
  tax	
  on	
  
hundreds	
  of	
  companies	
  doing	
  business	
  in	
  Oregon - both large and small.	
  This	
  deeply	
  flawed	
  measure	
  would	
  
damage	
  our	
  economy,	
  threaten	
  jobs,	
  and	
  increase	
  prices	
  for	
  almost	
  everything	
  Oregon	
  businesses	
  and	
  
consumers	
  buy. There is NO EXEMPTION FOR STAPLES and would increase prices for almost everything 
Oregon businesses and consurmers buy. 

New	
  Tax	
  on	
  Gross	
  Sales,	
  Not	
  Profits	
  

Under	
  IP28,	
  all	
  C-­‐corporations	
  with	
  Oregon	
  sales	
  in	
  excess	
  of	
  $25	
  million	
  would	
  be	
  subject	
  to	
  a	
  new	
  
minimum	
  tax	
  rate	
  of	
  $30,001,	
  plus	
  2.5%	
  of	
  gross	
  Oregon	
  sales	
  over	
  $25	
  million	
  annually.	
  Because	
  it’s	
  a	
  tax	
  
on	
  gross	
  sales	
  –	
  not	
  on	
  profits	
  –	
  businesses	
  would	
  be	
  forced	
  to	
  pay	
  the	
  tax	
  regardless	
  of	
  whether	
  they	
  make	
  
a	
  large	
  profit,	
  small	
  profit,	
  or	
  no	
  profit	
  at	
  all.	
  That	
  would	
  unfairly	
  punish	
  hundreds	
  of	
  businesses	
  with	
  high	
  
sales	
  and	
  low	
  profit	
  margins,	
  such	
  as	
  grocery	
  stores,	
  construction	
  businesses,	
  automobile	
  dealers,	
  
restaurants,	
  pharmacies,	
  hardware	
  and	
  other	
  retail	
  stores,	
  and	
  many	
  others.1	
  

Largest	
  Tax	
  Increase	
  in	
  State	
  History	
  
The	
  nonpartisan	
  Legislative	
  Revenue	
  Office	
  has	
  estimated	
  that	
  IP28	
  would	
  increase	
  taxes	
  on	
  companies	
  
doing	
  business	
  in	
  Oregon	
  by	
  an	
  additional	
  $5.3	
  billion	
  per	
  two-­‐year	
  budget	
  cycle.	
  That’s	
  nearly	
  five	
  times	
  
what	
  they	
  currently	
  pay	
  in	
  excise	
  and	
  income	
  taxes.2	
  And	
  when	
  compared	
  to	
  the	
  state’s	
  current	
  General	
  
Fund	
  budget	
  of	
  $18	
  billion,	
  IP28	
  represents	
  an	
  almost	
  30%	
  increase	
  –	
  the	
  largest	
  tax	
  increase	
  in	
  state	
  
history.	
  

1	
  Mikesell,	
  John	
  L.	
  “Gross	
  Receipts	
  Taxes	
  in	
  State	
  Government	
  Finance:	
  A	
  Review	
  of	
  Their	
  History	
  and	
  Performance.”	
  Tax	
  Foundation	
  
Background	
  Paper,	
  No.	
  53	
  (January	
  31,	
  2007).	
  
2	
  “Oregon	
  Economic	
  and	
  Revenue	
  Forecast.”	
  Dept.	
  of	
  Administrative	
  Services’	
  Office	
  of	
  Economic	
  Analysis	
  (Sept.	
  2015).	
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  Revenue	
  Office,	
  July	
  2015
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  Taxes,	
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Current	
  OR	
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  &	
  Corp.	
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  Taxes	
  

+$1.3B

+$5.3B

(Jan.	
  –	
  June	
  	
  ’17) 

*Tax	
  becomes	
  effective	
  Jan,	
  1,	
  2017. 

Strongly Opposes IP 28's Damaging $5 Billion Dollar Tax Increase on Employers



Damages	
  Our	
  Economy,	
  Threatens	
  Jobs	
  
IP28	
  would	
  make	
  Oregon	
  one	
  of	
  the	
  most	
  difficult	
  states	
  in	
  the	
  country	
  to	
  do	
  business	
  –	
  and	
  could	
  drive	
  
companies	
  with	
  narrow	
  profit	
  margins	
  into	
  the	
  red,	
  out	
  of	
  the	
  state,	
  or	
  out	
  of	
  business.	
  It	
  would	
  particularly	
  
hurt	
  startup	
  companies	
  –	
  such	
  as	
  those	
  in	
  the	
  software	
  sector	
  –	
  that	
  typically	
  don’t	
  see	
  profits	
  for	
  their	
  first	
  
several	
  years.	
  These	
  companies	
  are	
  among	
  the	
  fastest-­‐growing	
  sectors	
  of	
  the	
  economy,	
  and	
  provide	
  
thousands	
  of	
  high-­‐paying	
  jobs.	
  IP28	
  threatens	
  to	
  derail	
  Oregon’s	
  ongoing	
  economic	
  recovery	
  and	
  would	
  
make	
  local	
  Oregon	
  businesses	
  less	
  competitive.	
  

Higher	
  Prices	
  for	
  Oregon	
  Businesses	
  and	
  Consumers	
  
This	
  $5.3	
  billion	
  tax	
  hike	
  would	
  become	
  a	
  new	
  cost	
  of	
  doing	
  business	
  in	
  Oregon	
  –	
  not	
  just	
  for	
  our	
  state’s	
  
largest	
  employers	
  and	
  their	
  customers,	
  but	
  also	
  for	
  Oregon	
  small	
  businesses	
  and	
  consumers.	
  Because	
  it	
  is	
  a	
  
tax	
  on	
  gross	
  sales,	
  this	
  new	
  tax	
  scheme	
  works	
  like	
  a	
  hidden	
  sales	
  tax	
  –	
  only	
  worse,	
  because	
  it	
  is	
  a	
  “tax	
  on	
  a	
  
tax”	
  that	
  is	
  compounded	
  in	
  each	
  step	
  in	
  the	
  supply	
  chain.	
  By	
  the	
  time	
  a	
  product	
  reaches	
  a	
  consumer,	
  it	
  may	
  
have	
  been	
  taxed	
  four	
  or	
  more	
  times,	
  yielding	
  a	
  de-­‐facto	
  sales	
  tax	
  rate	
  that’s	
  far	
  higher	
  than	
  it	
  appears	
  on	
  
the	
  surface.	
  

IP28	
  would	
  force	
  local	
  businesses	
  to	
  pass	
  on	
  the	
  costs	
  of	
  the	
  tax	
  in	
  the	
  form	
  of	
  higher	
  prices	
  for	
  everyday	
  
consumer	
  items	
  –	
  even	
  those	
  that	
  would	
  be	
  exempted	
  from	
  a	
  traditional	
  sales	
  tax.	
  That	
  means	
  Oregon	
  
consumers,	
  small	
  businesses	
  and	
  families	
  would	
  pay	
  more	
  for	
  electricity,	
  phone,	
  gas	
  and	
  cable	
  TV	
  bills	
  –	
  as	
  
well	
  as	
  for	
  clothing,	
  food,	
  medicines	
  and	
  many	
  services.	
  This	
  would	
  especially	
  impact	
  low-­‐income	
  
Oregonians.	
  Research	
  has	
  shown	
  that	
  taxes	
  like	
  IP28	
  unfairly	
  hurt	
  those	
  who	
  can	
  least	
  afford	
  to	
  pay.3	
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  Chamberlain,	
  Andrew	
  and	
  Fleenor,	
  Patrick.	
  “Tax	
  Pyramiding:	
  The	
  Economic	
  Consequences	
  of	
  Gross	
  Receipts	
  Taxes.”	
  Tax	
  Foundation	
  Special	
  

Report,	
  No.	
  147	
  (Dec.	
  2006).	
  

Wild	
  Card:	
  Personal	
  Income	
  Tax	
  Measures	
  

IP28	
  proponents	
  have	
  also	
  filed	
  two	
  measures	
  for	
  the	
  Nov.	
  2016	
  ballot	
  that	
  would	
  increase	
  
personal	
  income	
  tax	
  rates	
  in	
  Oregon.	
  Either	
  measure	
  would	
  increase	
  tax	
  rates	
  for	
  S-­‐Corps,	
  LLCs,	
  
partnerships	
  and	
  individuals	
  at	
  various	
  income	
  levels.	
  

•
New	
  Rates	
  under	
  IP24:	
  	
  10.8%	
  for	
  $125k+	
  and	
  11%	
  for	
  $250k+
New	
  Rates	
  under	
  IP26:	
  	
  11.5%	
  for	
  $125k+,	
  13.5%	
  for	
  $250k+	
  and	
  15.5%	
  for	
  $500k+

Under	
  either	
  measure,	
  Oregon’s	
  highest	
  income	
  tax	
  bracket	
  would	
  rank	
  among	
  the	
  highest	
  in	
  the	
  
nation	
  –	
  a	
  stark	
  contrast	
  to	
  Washington	
  and	
  Nevada,	
  neighboring	
  states	
  with	
  no	
  state	
  income	
  
taxes.	
  

+2.5%	
   	
  +2.5%	
  +2.5%	
  +2.5%	
  

Manufacturer	
   Packaging	
  
Company	
   Distributor	
   Retailer	
   Consumer	
  

What are we doing to oppose IP28?
The Business Advocacy Council and Chamber's Board of Directors voted to oppose the tax increases proposed 
by IP 28. We have joined a strong coalition to oppose the initiative and our BACCPAC will be raising $$ to 
fund a successful NO campaign. Contact lorraine@beaverton.org for more information. 




