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LFO Summary of 1999-01 Legislatively Adopted Budget

General Fund
and Lottery
Spending

The 1999-01 Legislatively Adopted Budget includes General Fund and
Lottery spending in the amount of $10.631 billion.  This represents an
increase of  $1.239 billion or 13.2 percent over 1997-99 estimated
expenditures.  However, a complete picture of the growth provided in the
adopted budget requires the inclusion of specific non-General Fund or
Lottery resources which essentially replace or augment General Fund and
Lottery spending.  These additional sources include:
• increased transfer from the Common School Fund for K-12 formula

distribution, $50 million;
• increased local K-12 resources, $38.5 million;
• SB 622 technology payments for K-12 education, $50 million;
• increased use of federal Temporary Assistance to Needy Families

(TANF) funds as General Fund backfill, $40 million;
• SB 1284 Transportation Reinvestment Account loan proceeds, $15

million; and
• Lottery-backed revenue bond issuance, $193 million (spending

limitation provided in the amount of $166 million).

All of these resources are above 1997-99 spending levels except that
$150 million of Lottery-backed education bonds were issued in 1997-99.
Inclusion of these new discretionary resources with the General Fund and
Lottery reported above produces total 1999-01 spending of $10.991
billion, an increase of $1.448 billion or 15.2 percent over 1997-99.

Although most of the tables in this document reference the Governor’s
original budget recommendations, during the course of the 1999
legislative session, the Governor modified that budget to increase
proposed K-12 spending by $400 million to a total of $4.950 billion.
Initially, retaining anticipated personal taxpayer “kicker” payments and
increasing corporate income taxes would have funded the proposed
increase. Subsequently, the Governor modified his recommendation to
substitute most of the revenue sources ultimately used by the legislature,
but he also included use of anticipated tobacco settlement funds.

1999-01 General Fund & Lottery Total $10.6 Billion

All Other 
Programs

$.660
6.2%Public Safety

$1.547
14.6%

Human Services
$2.284
21.5%

Other Education
$1.578
14.8%

K-12 Education
$4.561
42.9%

Total Education
57.7%



The legislatively adopted budget does not rely on any utilization of the
tobacco settlement funds.  Instead, the legislature referred a proposal to
the voters to place these monies in a Health Security Fund with dedicated
purpose expenditure of interest proceeds.  Assuming voter approval,
distribution and expenditure of the accrued interest is not anticipated until
the 2001-03 biennium.

The legislatively adopted budget also accommodated the distribution of
“kicker” payments to personal income taxpayers.  The distribution is
currently estimated at $167 million, 4.57 percent of 1998 tax liability.

The table below compares the legislatively adopted General Fund and
Lottery budget with 1997-99 estimated expenditures and the original
Governor’s recommended budget.

As previously indicated, certain fungible Other and Federal Fund
resources augmented the total discretionary budget adopted by the
legislature for the 1999-01 biennium.  These additional resources are
reflected in the following table:

1997-99
Estimated

1999-01

Governor
2

1999-01
Legislative

Education
K - 12 4,205.0 4,498.0 4,561.0
Higher Education

 3
721.3 823.4 860.9

Communit y Colle ges 396.7 432.3 431.2
All Other Education 232.2 282.5 286.5

Total Education 5,555.2 6,036.2 6,139.6

Human Services
Oregon Health Plan 552.0 708.4 711.3
All Other Human Services 1,372.2 1,610.9 1,572.9

Total Health & Human Services 1,924.2 2,319.3 2,284.2

Public Safety 1,324.7 1,574.5 1,547.2

Natural Resources 160.5 240.5 234.6

All Other Programs
4

428.1 516.5 425.8

Total  Expenditures 9,392.7 10,687.0 10,631.4

1
 Amounts may not add due to rounding

2
 Governor's original December 1998 budget

3
 Includes Oregon Health Sciences University

4
 Final SAIF payment ($80 million) made in 1997-99 rather than 1999-01 as proposed by the Governor

1999-01 General Fund & Lottery Spending
(Dollars in Millions)

1



Allocation of the discretionary spending growth among programs
generally mirrors the historical pattern of post Measure 5 growth
occurring since 1989-91, with a few notable exceptions.  Total 1999-01
discretionary spending grew by $1.448 billion.  Nearly one-third of that
increase, $457 million, went to K-12 education support. Caseload
changes, phased-in mental health coverage, and inflation in the Oregon
Health Plan accounted for $159 million of the increase.  Increased prison
populations and community supervision costs in both adult and youth
correction programs required an added $133 million.  Combined, these
three programs accounted for $749 million or more than one-half of the
expenditure growth over 1997-99.  Over the past five biennia, 1989-91
through 1997-99, these same three programs were responsible for nearly
80 percent of the budget growth.  The declining share of budget growth
allocated to these programs in the legislatively adopted 1999-01 budget
allowed for alternate investments which represent the “notable
exceptions” referenced above.

The single largest beneficiary of the revised expenditure prioritization is
higher education.  Adjusted for transfers to community colleges, the
$143 million increase in state support for higher education represents a
23 percent increase over 1997-99.

1997-99
Estimated

1999-01

Governor
3

1999-01
Legislative

Education
K - 12 4,355.0 4,548.0 4,811.5
Higher Education

 4
721.3 823.4 860.9

Communit y Colle ges 396.7 432.3 431.2
All Other Education 232.2 282.5 286.5

Total Education 5,705.2 6,086.2 6,390.1

Human Services
Oregon Health Plan 552.0 708.4 711.3
All Other Human Services 1,372.2 1,610.9 1,612.9

Total Health & Human Services 1,924.2 2,319.3 2,324.2

Public Safety 1,324.7 1,574.5 1,547.2

Natural Resources 160.5 240.5 234.6

All Other Programs
5/6

428.1 606.5 495.1

Total  Expenditures 9,542.7 10,827.0 10,991.2

1
 General Fund, Lottery, and selected fungible Other and Federal Funds

2
 Amounts may not add due to rounding

3
 Governor's original December 1998 budget

4
 Includes Oregon Health Sciences University

5
 Final SAIF payment ($80 million) made in 1997-99 rather than 1999-01 as proposed by the Governor

6
 1999-01 Lottery Bond expenditure limitation $55.3 million, issuance authority equals $81 million

1999-01 Discretionary Spending
1

(Dollars in Millions)
2



Non-Oregon Health Plan programs in the Department of Human
Services also received significant increases.  Caseload increases,
rebasing nursing home reimbursements, provider wage adjustments, and
administrative equity for Area Agencies on Aging administered
programs all contributed to the $84 million increase in Senior and
Disabled Services Division expenditures.  Caseload growth,
requirements of the federal Adoption and Safe Families Act, and early
childhood intervention elements of the juvenile justice initiative explain
the $75 million increase in expenditures for children’s programs.
Natural resource programs grew by $73 million representing the largest
percentage growth over 1997-99, 46 percent.  This was primarily the
result of Measure 66 dedicating expenditure of 15 percent of Lottery
proceeds to parks and salmon and stream programs.
Economic Development expenditures increased by $74 million, mostly
as a result of activities financed with the proceeds of lottery-backed
bonds.
The following table identifies the programs accounting for most of the
increases over 1997-99 spending.

GF & LF Other Total

K-12 Schools $356 $101 $456

Oregon Health Plan 1 159 159

Higher Education (OUS) 
1 

143 143
Corrections & OYA 133 133
Senior & Disabled Programs 84 84
Emergency Fund/Salary adj 82 82
Natural Resources 73 73
Judicial Branch 50 50

Mental Health 
1

42 42
Children's Programs 35 40 75
Community Colleges 1 28 28
Pre-K & Early Intervention 26 26
Oregon State Police 23 23
Economic Development 22 52 74
Transportation 3 15 18
Legislative Branch 7 7
All Other 53 2 55
SAIF payment -80 -80
     Total $1,239 $209 $1,448

1
 Adjusted for transfers

1999-01 Spending Growth by Program



Other Funds
Spending

The 1999-01 Legislatively Adopted Budget provides for expenditure of
$13.2 billion of Other Funds (dedicated revenues).  This amount
represents an increase of $1.025 billion or 8.4 percent over estimated
1997-99 expenditures.  The major Other Funds increases are described
below:

• Oregon Department of Transportation - $398 million.  This increase
is comprised of  $187 million related to the tax/bonding package,
$161 million of federal TEA-21 funds expended as Other Funds, and
$50 million in bond financed local access improvements.

• Public Employee Retirement System - $293 million.  These costs
represent both the increased number and value of state and local
public employee retirements.

• Employment Department - $229 million.  Two factors contribute
most of the Employment Department increase.  The non-limited
expenditures are based on the assumption that the unemployment
rate will exceed 4.5 percent and will trigger extended benefits.  The
budget also provides $20 million for the newly established Central
Hearings Panel (HB 2525).

• Housing and Community Services - $215 million.  Increased
housing loan activity financed by revenue bonds is responsible for
this increase.

• Department of Corrections - $187 million.  Most of the Corrections
Department increase is represented by prison construction financed
by issuance of Certificates of Participation (COP’s).

• Economic Development Department - $142 million.  Both Lottery-
backed bonds as well as non-limited revenue bonds are reflected in
this increase.  Lottery-backed bonds will finance sewer, water and
community infrastructure; Columbia River dredging; and state
participation in a Coos Bay natural gas pipeline.

The principal Other Funds decreases contained in the 1999-01 budget
are a reduction of $638 million in the Veterans’ Affairs loan program,
reflecting a decline in outstanding veterans’ home loans; and a reduction
of $130 million for higher education, attributable to a decline in bond
financed construction activity.

1999-01 Other Funds Total $13.2 Billion
All Other

$1.253
9%

Human Services
$.708
5%

Consumer & 
Business Services

$.611
5%

Transportation
$1.954
15%

Natural Resources
$.685
5% Housing & 

Community 
Services

$.780
6%

Employment 
Department

$1.129
9%

Public Employees 
Retirement

$3.229
24%

Higher Education
$1.970
15%

Veterans' 
Programs

$.888
7%



Federal Funds
Spending

The 1999-01 Legislatively Adopted Budget provides for expenditure of
$5.7 billion of Federal Funds.  This represents an increase of $684
million or 13.6 percent over estimated 1997-99 expenditures.  The major
Federal Funds increases are described below:

• Department of Human Services - $450 million.  Nearly half ($200
million) of the Human Services increase is attributable to increased
federal match expenditures in the Oregon Health Plan (OHP) for
caseload changes, program phase-in, and inflation.  Other major
increases include: the limitation required for the Medicare Upper
Limit transfer to public nursing homes of $60 million; expenditure
of TANF funds offsetting General Fund expenses - $40 million;
receipt of Medicaid Graduate Medical Education funds for pass
through to OHSU - $36 million; non-OHP Medical Services
caseload growth - $25 million; increase in the Family Planning
federal match rate - $24 million; and full biennial receipt of CHIP
program funding - $20 million.

• Department of Education - $83 million.  Two federal programs are
responsible for the Department of Education increase.  Federal
receipts under the Individuals with Disabilities Education Act grew
by $59 million, while the new federal class size reduction program
accounted for $23 million.

• Department of Transportation - $43 million.  The majority, $32
million, of the ODOT increase represents the federal share of the
Willamette High-Speed Rail project.  The balance of the increase is
mostly TEA-21 flexible funds used to assist local transit districts
with capital needs.

• Office of Community College Services - $23 million.  Virtually all
of this increase is additional Work Force Investment Act spending.

Significant Federal Funds decreases were recorded by three agencies.
The Oregon State Police shows a $38 million drop representing the
completion of FEMA disaster recovery payments paid out in 1997-99.
The Military Department Federal Funds declined by $28 million
attributable entirely to reduced construction spending.  Finally, reduced
welfare caseloads contributed to a $17 million reduction in federal
expenditures in the Adult and Family Services Division.

1999-01 Federal Funds Total $5.7 Billion

Human Services
$4.356
76%

Economic & 
Community 

Development
$.325
6%

Education
$.677
12%

Natural Resources
$.145
3%

All Other
$.221
4%



Education

Summary The Education program area includes pre-Kindergarten, K-12, and
post-secondary education.  All levels of education receive significant
monies from federal and other sources.  Education services are
generally not provided directly by state agencies.  State support funds
are passed through state agency budgets to school districts, education
service districts (ESDs), community colleges, and the Oregon Health
Sciences University public corporation (OHSU).

Because education services are provided in this manner, most non-
state funds supporting education do not appear in the state budget.
Funds that do not show up in the budget include property taxes that
support schools, ESDs, and community colleges; and the tuition and
service charges that support community colleges and OHSU.  Certain
other non-state funds for education do show up in the state budget,
however, because they are passed through a state agency before being
distributed to the ultimate user.  These types of funds include Federal
Funds distributed to school districts, Federal Funds to support work
force training programs and distributed through the Office of
Community College Services budget, and the funds that support the
student loan guarantee program of the State Scholarship Commission.

Unlike other types of education, the post-secondary programs of the
Oregon University System are offered directly by a state agency:  the
Department of Higher Education.  Therefore, for the Department of
Higher Education, all funds are included in the state budget.  These
other funds include tuition, bond funds for capital construction, grant
funds (including research grants), and auxiliary activity funds that
finance student housing and food services, student loan programs,
bookstores, and health centers.

K-12 Education State funding for the State School Fund and for K-12 grants to school
districts and Education Service Districts will total $4.811 billion in the
1999-01 biennium.  This represents an increase of $456 million (or
10.5 percent) over the prior biennium level.  The total is also $263
million higher than the level in the Governor’s printed recommended
budget.

Total funding includes a $4.250 billion General Fund appropriation,
$296 million of Lottery Fund allocation, and $265.5 million of Other
Funds.  Other Funds consist of:

• $112 million of Lottery Revenue bonds;

• $50 million in increased transfers from the Common School Fund;

• $50 million (including $1.4 million to the Department of
Administrative Services for schools) of proceeds from the School
Technology Account established under SB 622 for advanced
telecommunication services;
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• $38.5 million of increased local revenue not offset by State School
Fund reductions; and an additional

• $15 million in either General Fund or Lottery Revenue bonds.  If
SB 1284 (part of the transportation funding package) becomes
law, the Emergency Board will allocate $15 million of General
Fund to the State School Fund.  If SB 1284 fails to become law,
the $15 million will be provided from Lottery Revenue bond
proceeds.

The 10.5 percent funding increase over the prior biennium compares
with a 24.1 percent increase in 1997-99 and a 37.1 percent increase in
1995-97.  During these two earlier biennia, however, the state
increased funding to offset the decline in property taxes under the
Measure 5 and Measure 50 tax limitations.  This biennium, property
tax collections for schools are not expected to decline.  The impact of
the 1999-01 biennium state support monies, along with property tax
and other local funds, is to increase revenues available to schools and
ESDs above the 1998-99 school year level by approximately 5.0
percent in 1999-00 and by an additional 4.3 percent in 2000-01.

Per student (weighted) spending on a statewide average is projected to
be $5,264 in 1999-00.  This is a 4.6 percent increase over the statewide
average of $5,032 in 1998-99.  These amounts include ESD funding.

Post-secondary
Education

The state budget supports post-secondary education through the Office
of Community College Services, the Department of Higher Education,
the Oregon Health Sciences University public corporation, and the
State Scholarship Commission.  The adopted budget includes a total of
$1.330 billion of General Fund and Lottery Fund support for post-
secondary education.  This is an increase of $182.1 million (or 15.9
percent) above the 1997-99 biennium level. The budgets of the post-
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secondary education agencies also include $2.18 billion of Other and
Federal Funds.  These funds support various programs in the agency
budgets, including:

• federally-funded programs, primarily relating to job training under
the Workforce Investment Act, in the Office of Community
College Services’ budget;

• auxiliary, student loan and grant activities, and capital
construction, in the Department of Higher Education budget; and

• federal loan guarantee programs and private donation awards in
the State Scholarship Commission budget.

The preponderance of these funds – including those associated with
higher education student loan, auxiliary and grant programs; and the
State Scholarship Commission’s loan guarantee program – are not
limited by the legislature.  The Other Funds-supported programs in the
post-secondary education budgets are generally distinct from the state-
supported programs.  The exception to this is in the Department of
Higher Education, where tuition is combined with state support
monies to finance the education and general programs, and where state
monies support activities also funded by Other Funds in the statewide
public services budgets.

Department of
Higher Education

Funding increases for post-secondary education were focused in the
Department of Higher Education.  State support for the Department
totals $749 million, a $138 million (22.7 percent) increase over the
1997-99 biennium level.  Effectively, however, state support dollars
will increase 25.8 percent if program shifts and state employee
compensation awards of $11.4 million are considered.  The
Department budget also includes $1.97 billion of Other Funds for a
total of $2.72 billion from all fund sources.

General Fund support in the Legislatively Adopted Budget for the
Department is $103.4 million above current service level ($109.4
million above accounting for program shifts), and $33.5 million above
the level in the Governor’s printed Budget.

The budget includes the following enhancements:

• $71 million to implement the Oregon University System’s new
budget model.  These funds represent a general increase in state
support for the educational operations of the system, and will be
used to re-capitalize and restore education programs.  The funds
will also cushion individual campus budgets as the system
transfers to a funding distribution formula that reduces the
financial stability of campus budgets, allows campuses to retain
their tuition revenue, and makes each campus’s finances more
directly dependent upon its ability to attract and retain enrollment;
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• $15.3 million to freeze the instruction fee for Oregon resident
undergraduate students at existing levels for the two years of the
biennium.  These funds do not increase Department revenues
above the current service level but instead substitute General Fund
for instruction fee increases that are included in the current service
level calculation.  Under the current service level, the instruction
fee would have increased 5.5 percent in each of the two years of
the biennium.  Instruction fees for nonresident undergraduate and
all graduate students are budgeted to increase at the 5.5 percent per
annum rate;

• $12.85 million to expand research programs and activities at the
Agricultural Experiment Station, the Extension Service, and the
Forest Research Laboratory.  Forty specific programs are
identified for the use of these funds;

• $5 million through the Oregon Engineering Education Investment
Fund for engineering education expansions;

• $5 million for faculty salary increases specifically to address
recruitment and retention needs; and

• $1 million to complete the Western Oregon University Library
construction.

The legislature required the Department to fully implement its new
budget model within the resources provided in the budget and not to
come forward with rollup costs for model implementation next
biennium.  The Department must also serve all qualified Oregon
undergraduate applicants, and act to ensure certain funding increases
for all of the seven campuses.  The latter requirement is specifically
designed to aid smaller campuses that originally were to receive only
minimal funding increases under the model as proposed by the
Department.

Community
Colleges

State support for community college operations totals $431.2 million,
an increase of $34.5 million (or 8.7 percent) over the prior biennium
level.  After accounting for program shifts, however, the effective
increase is only $28.1 million (or 7.1 percent) over prior biennium.
For direct community college support, the budget includes $2.26
million above the current service level.  This compares with $2 million
above current service level that was in the Governor’s Recommended
Budget.  The Governor had proposed $2 million for distance learning
efforts.  The legislature approved $1 million for distance learning and
$1.26 million for other projects.

OHSU Public
Corporation

State grants to the Oregon Health Sciences University public
corporation total $111.9 million, an increase of $4 million over the
prior biennium.  The Governor had no increase in state grant amounts.
The additional funds are targeted toward increased support for nursing



and dental education programs, and for continued support of the
Southwest Oregon Regional Area Health Education Centers (AHEC)
program.

The legislature also approved additional funds for OHSU operations
that do not directly appear in the state budget because of OHSU’s
status as a public corporation.  These funds include $1.1 million from
the Criminal Fine and Assessment Account for the Office of Rural
Health, the AHEC program, and the Oregon Poison Center.  More
significantly, the budget allows the University to retain all federal
Medicaid passthrough payments that it can receive for
Disproportionate Share Hospital (DSH) and Graduate Medical
Education funds.  Previously, the state had used some of OHSU’s
DSH capacity to support the state hospital budget.  The effect of
allowing OHSU to retain these passthroughs, along with the growth in
Graduate Medical Education payments, will be to provide OHSU with
an additional $36 to $44 million in net revenue above the prior
biennium level.

State Scholarship
Commission

State funding for the State Scholarship Commission totals $37.5
million, an increase of $5.1 million (or 15.8 percent) over the prior
biennium.  The budget increases Need Grant support by $4.3 million
with funds to be received from earnings on the Education Endowment
Fund.  These funds were dedicated to Need Grants last biennium, and
the budget uses these monies to supplement rather than substitute
General Fund support of the program.

The budget also includes directions to the agency to increase award
growth in the State Grant Supplemental Award program for
independent college students at the same rate award monies are
increased for non-sector designated Need Grant funds.  The agency is
also to reserve funds for community college students to ensure their
equal participation in the Need Grant program with students from the
other educational sectors.  The result of the funding decisions and
budget directives is that 98 percent of eligible students in all
educational sectors are projected to receive awards.
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Human Services

Summary The Legislatively Adopted Budget for this program consists of $2.279
billion from the General Fund, $806.4 million in Other Funds and
$3.876 billion in Federal Funds expenditure limitation.  This is a 12
percent increase over the 1997-99 expenditure level.  In addition, the
budget includes $510.4 million in nonlimited expenditures for federal
Food Stamp benefits and nutrition services provided through the
Women, Infants and Children (WIC) program.  The nine divisions and
offices of the Department of Human Services (DHS) account for 98
percent of the program’s expenditures.

The combined $2.3 billion General Fund appropriation and $5.3
million Lottery Fund expenditure limitation result in an 18.7 percent
increase over 1997-99 expenditures. Reasons include:
• inflation, program phase-in and other cost increases in the Oregon

Health Plan ($160 million);
• caseload and cost-per-case growth in medical programs outside the

Oregon Health Plan ($25 million);
• increased caseload and services for the elderly and disabled ($85

million);
• increased funding for adoptions and other services of the State

Office for Services to Children and Families ($8.2 million);
• the transfer of funding for gambling addiction from the

Department of Administrative Services to DHS ($5.2 million-
lottery funds); enhanced services for Healthy Start and other early
intervention programs for young children ($11 million): and

• a special appropriation to the Emergency Board for provider wage
increases ($1.8 million)

The budget also provides funding and positions to address certification
issues at the state’s mental health hospitals, enhances mental health
and developmental disability community treatment opportunities, and
continues with the Long Range Plan to close Fairview training center
by July 2000.

The expenditure limitations for Other Funds (excluding lottery
proceeds) and Federal Funds increase 6 percent and 11.5 percent
respectively.  The Other Funds net increase of $47 million is due to
$24 million transferred from Oregon Health Sciences University
(OHSU) to obtain federal Medicaid matching funds and $23 million
resulting from a fund shift from General Fund to Other Funds in the
Mental Health and Developmental Disability Services Division
(MHDDSD).

Federal Funds expenditures increase a total of $449.2 million.  This is
primarily the result of caseload driven increases in Medicaid and the
Children’s Health Insurance Program (CHIP), along with $36 million
in federal Medicaid funds that will flow through the Department of
Human Services to offset graduate medical education costs at OHSU.



These increases are partially offset by decreases in the Medicaid match
rate, reduced revenue from the Social Services Block Grant, and lower
welfare cash assistance payments.

Cash Assistance
caseloads
continue to
decline

The budget reflects a continuing decline in the Temporary Assistance
to Needy Families (TANF) Cash Assistance caseload, though at a
more moderate pace than has been experienced in recent years.  The
adopted budget assumes an average Cash Assistance caseload of
16,092 families.  This is 13.7 percent less than budgeted for 1997-99
and 63 percent lower than in 1994, when caseloads began to decline.
TANF savings of $43 million were used to replace General Fund
expenditures in the State Office for Services to Children and Families,
freeing the General Fund for use elsewhere in the state budget.

As part of the continuing focus on providing services that help people
become self-sufficient through work, the budget includes $5.3 million
for targeted day care.  The enhancement is aimed at the needs of
parents who work at night, on weekends, or have other special child
care needs.

Funding is
increased for
Alcohol and Drug
Abuse Prevention
and Treatment

The General Fund budget for the Office of Alcohol and Drug Abuse
Programs increases 53.4 percent over 1997-99 expenditures—going
from $15.2 million to $24.1 million.   Funds for alcohol and drug
treatment and prevention are increased by $10 million beyond the
amount needed to maintain the 1997-99 level of services.   Eight
million of the increase comes from the General Fund to enhance
prevention and treatment programs for high-risk youth and their
families, and $2 million is from the federal TANF block grant.  The
TANF funds will be used solely for addressing substance abuse
prevention and treatment for persons eligible for TANF benefits.

Services for
Children focus on
adoptions and
early childhood
services

The budget reflects continued growth in foster care and adoptions
assistance caseloads and phased-in individualized services under the
State Office for Services to Children and Families’ System of Care,
which tailors services to meet the unique needs of the child and family.
Additional resources are added to meet requirements of the 1997
Adoption and Safe Families Act (ASFA), which mandates strict new
timelines for achieving permanent placement for children in out-of-
home care. The budget:

• provides $5.8 million General Fund and $12 million total funds to
comply with ASFA;

• implements Phase 3 of the System of Care approach in the second
year of the biennium, bringing implementation to 80 percent of the
state;

• continues the transfer of funding and case management services
for developmentally disabled children to the Mental Health and
Developmental Disability Services Division (MHDDSD); and

• supplants General Fund expenditures for on-going operations with
$40 million in federal TANF funds.  This frees General Fund for
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use elsewhere in the budget, but leaves SCF with less flexibility to
find future General Fund savings because of federal TANF
maintenance of effort requirements.

Senate Bill 5548 contained the operating budgets for the Oregon
Youth Authority (discussed in the Public Safety Program section) and
the State Commission on Children and Families.  The bill provides $7
million ($5.5 million General Fund) for expansion of Healthy Start
services for newborns and their families and adds $5.2 million General
Fund for allocation to early childhood programs including:

• $2.3 million for four existing and two new relief nurseries;
• $0.7 million for three existing and five new family resource

centers;
• $1.0 million for a threefold increase in Court Assisted Special

Advocates (CASA);
• $0.4 million for development of new local First Step violence

prevention programs; and
• $0.7 million for added local and state support for the programs

described above or any other expanded Commission programs.

Oregon Health
Plan

Overall, the Legislatively Adopted Budget for the Oregon Health Plan
(OHP) totals $2.615 billion.  This is a 22 percent increase over 1997-
99 expenditures.  For the first time, an attempt was made to show all
elements of the plan for a more comprehensive view of benefits and
costs.  Traditionally, the budget has focused only on the Medicaid
benefits in the budget of the Office of Medical Assistance Programs
(OMAP).  The following table shows OHP costs of the various
agencies involved in a broader view of the Plan.

The Oregon Health Plan (OHP) was spared most of the service
reductions discussed widely throughout the 1999 legislative session.
This was possible primarily because the use of federal funds was

Oregon Health Plan 1999 - 01 Legislatively Adopted Budget*

Agency or Division General Fund Other Funds Federal Funds Total Funds
Adult & Family Services Division 5,478,516            1,337,966            7,186,293            14,002,775          
St. Off. for Serv. to Children & Families 427,005               -                       263,383               690,388               
Mental Health Services (MHDDSD) 137,573,467        5,779,273            214,421,787        357,774,527        
Senior & Disabled Services Division 725,916               -                       725,916               1,451,832            
Office of Medical Assistance Programs 566,657,855        309,669,666        1,339,340,946     2,215,668,467     

Total Dept. of Human Services  710,862,759        316,786,905        1,561,938,325     2,589,587,989     
 

Off. of Health Plan Policy & Research 1,311,453            1,760,971            -                       3,072,424            
Insurance Pool Governing Board 495,767               20,832,857          1,000,000            22,328,624          

Total OHP Budget* 712,669,979        339,380,733        1,562,938,325     2,614,989,037     
* Includes all administrative costs of the Office of Medical Assistance Programs and Office of Health Plan Policy & Research, even though some costs 
of those entities are related to non-OHP services.  Does not include Other Funds costs of the Department of Business and Comsumer Services for the 
Oregon Medical Insurance Program.



maximized in a way that freed over $120 million in General Fund for
discretionary use throughout the state budget.  In the end, the adopted
budget included the following OHP General Fund and tobacco tax
supported program reductions:

• eliminated services between lines 574 and 564  ($4.4 million);
• reduced the liquid assets eligibility limit from $5,000 to $2,000

($5.3 million); and
• reduced the Family Health Insurance Assistance Program (FHIAP)

by $3 million.

In addition to these program cuts, the budget was reduced to reflect
expected operating efficiencies.  The General Fund reductions
associated with these efficiency measures include savings from:

• improving the eligibility determination process ($14.6 million);
• documenting residency ($0.4 million);
• adjusting treatment procedures ($1.0 million); and
• implementing administrative efficiencies ($0.8 million).

Numerous fund shifts, coupled with the transfer of funds for mental
health services from OMAP back to MHDDSD, make it difficult to
track the growth in state funding for the Health Plan.  The following
graph combines General Fund and tobacco tax expenditures, the two
sources that represent the state’s contribution to OHP costs.  It shows
that, although the General Fund appropriation increases almost 29
percent, when both state sources are considered the increase is 22
percent—the same as the OHP budget overall.

The $129.7 million increase in state support is the net result of cost
increases due to inflation, a lower Medicaid match rate, and phasing-in
enhancements approved by the 1997 Legislative Assembly, offset by a
1997-99 trend toward lower overall caseload growth and the efficiency
measures and program cuts described above.  Passage of legislation
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(HB 3492) extending the temporary 10-cent per pack cigarette tax
until January 1, 2002 was a significant factor in mitigating the need for
further program reductions.  The tax was used to:
• maintain services for Poverty Level Medical Women and their

babies between 133 and 170 percent of federal poverty level
($10.8 million);

• provide a cost of living increase for fee-for-service providers ($5
million);

• maintain coverage for Pell Grant-eligible college students ($3.5
million);

• maintain cost-based reimbursement for Type A hospitals ($0.6
million); and

• offset $2 million in General Fund expenses of the Medicaid
program.

Over $80 million of the increase in General Fund expenditures is to
offset revenue reductions due to a lower federal Medicaid match rate
and tobacco tax receipts that are not expected to fund the same
proportion of the budget as in 1997-99.  The legislature also provided
$1.0 million to support safety net clinics that have lost Medicaid
revenue to managed care providers under the OHP and appropriated
funds to the DHS Director’s Office for Phase 1 of a plan to replace the
state’s antiquated Medicaid Management Information System.



Public Safety

Department of
Corrections

The legislature adopted a total funds budget of $1.026 billion, which is
41 percent above 1997-99 estimated expenditures. The General Fund
budget of  $759.9 million is a 16 percent increase.  The primary
reasons for the increase are the phase-in of new beds at the Two Rivers
Correctional Institution (TRCI) to address the projected 18 percent
growth in adult inmates by July 2001 and increased debt service
payments for construction of a Women’s Prison and Intake Center.
The legislature reduced the Governor’s printed General Fund budget
by $16.3 million primarily by delayed TRCI start-up, delayed
occupancy of the Snake River Correctional Institution Intensive
Management Unit (IMU), reduced inflation, and reduced debt service.

The Other Funds budget of $252.6 million is $187 million over 1997-
99 estimated expenditures and $161.8 million above the Governor’s
recommended budget.   The increase to the Governor’s recommended
budget was primarily due to establishment of a new $171.7 million
capital construction expenditure authority for the Women’s Prison and
Intake Center, which was partially offset by delayed pre-
construction/community development activities and inmate work
program expenditure reductions.

The legislature adjusted the Governor’s printed budget based on the
April 1999 prison population forecast.  The April 1999 forecast did not
change significantly compared to the October 1998 forecast.  It
showed the Department’s prison bed need by July 1, 2001 would be
10,809 (a 29-bed increase from the October 1998 forecast) and that SB
1145 local control populations would grow to 1,879 (a 100-bed
increase from the October 1998 forecast).  The legislatively adopted
budget:

• phases in final Snake River Correctional Institution expansion
beds (except 96 beds of the IMU) and most (1,248 of 1,632) of the
TRCI new beds;

• continues funding for the operation of all other institutions and
most correctional programs at levels similar to 1997-99;

• delays opening of the Women’s Prison and Intake Center until the
2001-03 biennium, and provides additional funds to continue to
contract with Clackamas County for intake services;

• increases SB 1145 community corrections grant base line funding
by factoring in actual county impact and cost information;

• establishes a new capital construction limitation for construction
of the Women’s Prison and Intake Center at any site except the
Dammasch Hospital site;
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• provides funding for expansion of two existing minimum custody
facilities, pre-construction activities at four sites, and major capital
improvement projects;

• provides funding for operation of the new warehouse in Salem
based on anticipated savings from spot buys;

• reserves funds with the Emergency Board to address potential
population management issues resulting from prison forecast
changes and newly passed crime legislation;

• delays the hiring of all new TRCI positions by one-month;

• reduces the amount of inflation for most services and supplies
expenditures;

• reduces the amount of General Fund support for Inmate Work
programs and eliminates 40 work crew supervisors; and

• eliminates the PERS contribution for the first six months for all
new TRCI positions.

The legislature also critically reviewed the Department’s prison
construction program, the long-range prison construction plan, and
recent construction-related audit reports.  During the interim, the
Department of Corrections will be re-examining designs and materials,
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performing additional value engineering studies, requesting building
code changes, and taking advantage of lessons learned from
construction in Umatilla and Ontario.  The legislature directed the
Department to biennially review the prison construction program to
allow the legislature to make appropriate policy changes that ensure
safety, security, and cost-effectiveness.  The graph above depicts the
legislatively approved long-range prison construction plan.

State Police The legislature adopted a total funds budget of  $339.4 million, which
is two percent below the 1997-99 estimated expenditures and $13
million below the Governor’s recommended budget.  The General
Fund and Lottery Funds budget of $168.5 million is a 16 percent
increase over the 1997-99 estimated expenditures.  The increase is
primarily due to position phase-ins, salary roll-ups, and enhancements
to patrol and forensics staff.  The legislature reduced the Governor’s
recommended General Fund by $0.8 million and then added back $3.3
million in Ballot Measure 66 Lottery Funds to maintain existing fish
and wildlife enforcement resources.

The Other Funds budget of $69.2 million is an 11 percent increase
over the 1997-99 estimated expenditures.  The legislature reduced the
Governor’s recommended Other Funds budget by $3.7 million.  This
Other Funds decrease resulted primarily from reduced ability to rely
on Oregon Fish and Wildlife license and tag revenue to fund 23
existing enforcement positions and disapproval of a proposal to add
five new Other Funds supported enforcement positions.

The Federal Funds budget of $31.5 million reflects a $9.9 million
reduction from the 1997-99 estimated expenditures and an $11.8
million reduction from the Governor’s recommended Federal Funds
budget.  This Federal Funds decrease resulted from elimination of the
second year’s federal grant spending authority, which was coupled
with the requirement that the Criminal Justice Services Division return
to the Emergency Board to report on all federal grants.  In summary,
the legislatively adopted budget:

• adds $4.9 million General Fund, $1.6 million Federal Funds, and
100 new patrol troopers, restoring the Patrol road strength to
approximately 495, which is comparable to the levels funded
nearly 20 years ago;

• adds $3.3 million Ballot Measure 66 Lottery Funds and $1.5
million General Fund to replace proposed Other Funds support to
maintain 13 enforcement positions dedicated to the Salmon/Clean
Streams initiative and maintain 23 other existing enforcement
positions that would have otherwise been vacant due to reduced
license/tag revenue;

• adds $2.1 million General Fund for call takers, computer support
technicians, and data entry positions;

• adds $1.8 million General Fund and 21 new forensic positions to
address increased workloads;
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• adds $1.2 million General Fund to replace exhausted federal grant
funds and continue 15 of 24 forensic evidence technician
positions;

• reduces $3.3 million General Fund due to retirements, vacancies,
elimination of projects, and other service/supply reductions;

• reserves $0.5 million General Fund in the Emergency Fund for
potential forensic equipment and staffing needs; and

• directs the Department through budget notes to take various
actions, including maintenance of specific staffing levels, to
schedule personnel in the most efficient/cost-effective manner, and
to continue to implement cooperative policing action plans.

Oregon Youth
Authority

The Legislatively Adopted Budget for the Oregon Youth Authority
(OYA) is $204 million General Fund, $249 million total funds.  This is
14 percent and 19 percent more, respectively, than the 1997-99
estimated General Fund and total funds expenditures. The increase
results primarily from growth in the juvenile corrections population
and new funding approved as part of the juvenile crime prevention
package.  The General Fund budget is 3.2 percent lower, and 1.9
percent lower overall, than the Governor's budget.

The budget funds a 7.1 percent growth in juvenile close custody beds,
up to 1,160 beds by June 30, 2001.  This is about 3.6 percent less than
the April 1999 population forecast for that date (see chart below).  The
legislature did not adopt a proposed "second look" for Measure 11
offenders, but did assume the juvenile crime prevention package and
other management actions will reduce the need for close custody beds
this biennium.  This will save $1.8 million from the forecast level.  If
the need for close custody beds is greater than estimated, the agency
may request additional funding from a $500,000 Emergency Board
special purpose appropriation.
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Juvenile Crime
Prevention

The $20 million juvenile crime prevention package approved by the
Legislature includes:

• $6 million for basic services grants to counties through OYA’s
budget for detention, shelter care, treatment, graduated sanctions,
and after care services for youth offenders;

• $13 million to be distributed by the Criminal Justice Commission
for prevention grants to counties, targeted to high-risk youth and
to implement local juvenile crime prevention plans; and

• $1 million for the Criminal Justice Commission to support the
Juvenile Crime Prevention Advisory Committee, and evaluate data
and outcomes of the local plans.

The budget also enhances some human services programs as a longer-
term strategy for juvenile crime prevention.  Healthy Start and other
early childhood programs will receive $12.2 million more.  Another
$10 million will go to alcohol and drug prevention and treatment
services for youth and low-income families.
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Natural Resources

Summary The 1999-2001 Legislatively Adopted Budget for the Natural
Resources program area totals $1.064 billion, including a $149.6
million General Fund appropriation, allocation of $84.1 million
Lottery Funds, $456.1 million Other Funds expenditure limitation, and
$144.6 million Federal Funds expenditure limitation.  Slightly more
than $229 million in nonlimited Other Funds is also included in the
total budget, primarily representing the proceeds from bond sales, loan
program activity, and transfer to the Common School Fund from
timber harvests on state-owned forest land.  The total program area
budget is more than 20 percent higher than the 1997-99 estimated
level.

Through the adoption of the 1999-01 biennial budget, the legislature
addressed a number of problematic issues, including implementation
of Ballot Measure 66, continuation of the Oregon Plan for salmon and
watersheds, funding state parks, and revenue shortfalls in the
Departments of Fish and Wildlife and Environmental Quality.

Implementing
Ballot Measure 66

Ballot Measure 66, passed by the voters on November 3, 1998,
amended Section 4, Article XV of the Oregon Constitution to dedicate
15 percent of net lottery proceeds to be split between state parks and
salmon, watershed and habitat restoration.  For the 1999-01 biennium,
the state’s revenue forecast estimated net lottery revenues of $86.9
million for these purposes.  The legislature implemented Ballot
Measure 66 through the passage of House Bill 3225 and the full
allocation of the constitutionally dedicated lottery resources.

HB 3225 established an account structure for the lottery revenues and
effected several other changes required under Ballot Measure 66.  The
bill created a Parks and Natural Resources Fund to receive the lottery
revenues and established two accounts, the Parks Subaccount for park
purposes and the Restoration and Protection Subaccount for salmon
and watershed purposes.  Ballot Measure 66 required that at least 65
percent of the revenue for salmon and watershed restoration be used
for capital expenditures.  In order to maintain accountability, HB 3225
defined “capital expenditures” and established a Watershed
Improvement Operating Fund to receive the 35 percent of lottery
revenues for non-capital projects.  The existing Watershed
Improvement Grant Fund will receive the funds provided for capital
projects.  The bill also changed the name of the Governor’s Watershed
Enhancement Board to the Oregon Watershed Enhancement Board
(OWEB), expanded its membership, and designated OWEB as the
single state agency charged with administration of the salmon and
watershed funding.

Funding Salmon,
Watershed, and
Habitat Restoration

During the 1997-99 biennium, the legislature allocated $30 million for
watershed improvement grants and agency support for the Oregon
Plan from the General Fund ($23.7 million) and Other Funds sources
($6.3 million).  The Oregon Plan had been developed with an



assumption of only a $15 million General Fund commitment, but
following listing of Coastal Coho as an endangered species by the
National Marine Fisheries Service, the Other Funds revenue did not
materialize.  The legislature fulfilled its commitment to a fully funded
Oregon Plan by providing additional General Fund support from the
Emergency Fund.  Passage of Ballot Measure 66 ensured a long-term,
stable funding source for Oregon Plan activities.  The legislature
directed the Ballot Measure 66 revenues to maintain and enhance
activities related to the Oregon Plan and to expand restoration and
protection activities in other areas of the state.  In Senate Bill 5549, the
budget bill for OWEB, the legislature provided its plan for protecting
and restoring Oregon’s fish, wildlife, and water resources.  The
estimated $43.45 million lottery funds from Ballot Measure 66 were
distributed for operational expenses of six different agencies.  Over
$26 million was provided to OWEB for use in developing on-the-
ground projects.  Nearly $5 million of the operating funds were passed
through to local Soil and Water Conservation Districts and Local
Watershed Councils.

Funding Oregon
State Parks

The Legislature approved a total budget of $108.4 million.  The budget
recognizes the increase in lottery revenue resulting from voter
approval of Ballot Measure 66 and fully allocates the expected
Measure 66 funds anticipated to be available during the 1999-2001
biennium.

Available Resource from Measure 66 Operating Capital Total

May 1999 Economic and Revenue Forecast 15.2 28.2 43.4

Allocations in SB 5549 Operating Capital Total

State Police/Fish & Wildlife
Oregon Plan and Position Restoration 2.8 0.5 3.3

Department of Fish & Wildlife
Oregon Plan and Steelhead Supplement 3.7 0.0 3.7

Department of Agriculture
Riparian/Wildlife Habitat Weed Control 0.4 1.1 1.5
Soil and Water Conservation Districts 2.4 0.0 2.4

Subtotal 2.8 1.1 3.9

Department of Forestry
Steelhead Supplement 0.4 0.0 0.4

Department of Environmental Quality
Steelhead Supplement 0.4 0.0 0.4

Oregon Watershed Enhancement Board
Operating Expenditures 2.3 0.0 2.3

Local Watershed Council Support 2.4 0.0 2.4
Independent Multidisciplinary Science Team 0.4 0.0 0.4

Project Grant Fund 0.0 26.6 26.6
OWEB Total 2.8 26.6 29.4

Measure 66 Total Allocations 15.2 28.2 43.4

Measure 66 Salmon & Stream Restoration
Legislatively Adopted Allocations

Dollars in Millions
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The estimated $43.4 million of Measure 66 resources were allocated as
follows:
• $19.4 million for administration and operations including

increased funding for ocean shore education, historic and cultural
grants, museum grant in aid, Lewis & Clark Bicentennial planning
and updating the outdoor recreational and natural resources plan;

• $15 million for facility maintenance, construction and emergency
repairs;

• $4 million for land acquisition; and
• $5 million for local park grants.

Senate Bill 1216 transferred the All-Terrain Vehicle (ATV) program
from the Oregon Department of Transportation to the Parks and
Recreation Department, increasing Parks’ expenditure limitation by
$3.8 million and three positions to administer the ATV grant and
safety education programs.  A reservation of $100,000 is set aside in
the Emergency Fund for the Parks Department to assess the feasibility
of siting a state park in Washington County.

Filling the Fish and
Wildlife Budget
Hole

The Department of Fish and Wildlife approached the 1999-01
biennium facing a $10.5 million revenue shortfall necessary to
maintain existing programs.  The budget hole developed from a
combination of static license sales and the rising cost of conducting
business.  The budget shortfall put 71 positions at risk, including field
biologists and State Police fish and game officers, and would have
resulted in customer service reductions, trout production curtailments
at several hatcheries, and restrictions on landowner assistance.

Through a combination of funding strategies, the legislature was able
to provide sufficient revenues to forestall many of the threatened
service cutbacks.  The Legislatively Adopted Budget of $195.1 million
is 3.5 percent higher than the 1997-99 estimate.  The adopted budget
included:

• $20 million in state support, including $3.7 million of lottery funds
from Ballot Measure 66, up from $17.6 million total in 1997-99;

• additional support for State Police fish and wildlife game officers
from General Fund and lottery funds to maintain current levels of
service and to relieve payment for these services from license
revenues; and

• approval of House Bill 2100 which increased certain fishing and
hunting license fees to generate an estimated $6.3 million in Other
Funds.

HB 2100 was structured by the legislature to result in a reduction in
the cost of certain fees, such as the resident angling license and the
daily angler license.  The decrease in some angling fees was offset by
increases in hunting licenses and tags and was made possible by
reducing the surcharges imposed for the Fish Restoration and
Enhancement Program.



Maintaining
Department of
Environmental
Quality Permitting
Programs

The Department of Environmental Quality also faced revenue
shortfalls in the 1999-2001 biennium, primarily in the agency’s
industrial and municipal permitting programs.  The combined effect of
the revenue shortfall was the potential elimination of 14 existing air
and water quality positions.  The agency proposed accommodating the
revenue shortfall with additional General Fund support and indexing
basic permitting fees to changes in the Consumer Price Index as a
mechanism to address inflationary growth in business costs.

Although the fee indexing proposal did not receive approval, the
Legislatively Adopted Budget for the agency ultimately maintained all
permitting program staff with an infusion of General Fund.  The
Department’s total budget of $299.7 million is 18 percent higher than
the 1997-99 biennial estimated expenditures.  The agency’s operating
budget totals $173.8 million, up over 12 percent from the previous
biennium, and includes an 8 percent increase in state support from the
General Fund and lottery revenues, totaling $38.7 million.

The agency’s adopted budget included various other restorations and
program enhancements in addition to the legislature’s maintenance of
permitting programs.  These include:

• the addition of $1.8 million Federal Funds and 8 positions for a
new air quality standards monitoring network;

• the continuation of the Enhanced Vehicle Inspection Program
contract and addition of 8 new state oversight positions;

• the addition of $3.3 million Federal Funds and 6 positions for the
La Pine Wastewater Treatment/Disposal project;

• the restoration and expansion of the on-site sewage disposal
program with associated fee increases and 9 positions;

• the approval of 11 positions funded with a combination of
Measure 66 Lottery Funds and General Fund for the expedited
development of Total Maximum Daily Loads in the Willamette
Basin;

• the continuation of the Safe Drinking Water Act implementation
with approval of 8 positions;

• the approval of 4 positions for agency involvement in the
Community Solutions Team approach to the Governor’s Livability
Initiative;

• the approval of 8 positions and $1.2 million Other Funds
expenditure limitation for the Portland Harbor Sediments Study;

• the expansion of oversight at the Umatilla Chemical Weapons
Depot with 4 positions; and

• the restoration of activities related to home heating oil tanks and
underground storage tanks with passage of House Bill 3107 and
House Bill 2186.
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Lottery and Economic Development

Lottery Funds Dedicated Funds

The 1999 Legislature continued a trend begun by the 1995 Legislature
to reduce state reliance on Lottery Funds as a source of agency
operating funds.  This trend was accelerated by voter actions in 1996
to dedicate 15 percent of Lottery Funds to the Education Endowment
Fund and in 1998 to dedicate another 15 percent to parks and natural
resources.  Interest earnings on the Education Endowment Fund are
used to pay lottery backed bond debt for education, and to fund
Oregon State Scholarship Commission Need Grants.

As the graph below indicates, the dedication of Lottery Funds reduces
the resources available for education and other programs, while
increasing Lottery Funds support for dedicated programs. As the graph
also illustrates, education receives most of the available resources,
with the majority of those funds being allocated to the State School
Fund.

Comparison of Lottery Funds Distribution: 1997-99 and 1999-01
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The 1999 Legislature also enacted HB 2942, which establishes a cap
on net lottery proceeds.  Net proceeds above the cap are transferred to
the Education Endowment Fund.  The cap is effective in the 2001-03
biennium and declines 5 percent each biennium from the previous cap.
Net lottery proceeds are the resources available after payments on
lottery backed debt, deduction of the 15 percent dedicated to the
Education Endowment Fund, the 15 percent dedicated for parks and
natural resources, and a 20 percent dedication for economic and
community development established in HB 2942.  The effect of this
measure will be to further reduce the discretionary Lottery Fund
resources available for other state programs, particularly the State
School Fund, and will require subsequent legislatures to fund
education out of the General Fund or other funding sources.

Lottery Backed Bonding

The 1999 Legislature also continued the trend toward increased use of
Lottery Fund resources to support bonded indebtedness.  The 1991
Legislature approved lottery backed bond debt of $115 million for the
Westside Light Rail project.  The 1997 Legislature approved $150
million in lottery backed bond debt for education facilities and
equipment. The 1997 Legislature also authorized $6 million in lottery
backed bonding for the state match to the Federal Safe Drinking Water
Revolving Loan Fund and $12 million for parks acquisition. Debt
service on the parks bonds will be paid out of the 15 percent of Lottery
Funds dedicated to parks and natural resources.

The legislature established a $70 million bond package for economic
and community development programs for 1999-01.  Bonding limits
established for specific projects include $5 million for safe drinking
water match; $17.7 million for Columbia River channel deepening;
$20 million for a Coos Bay natural gas pipeline; and $40 million for
economic and community development projects.  The pipeline is
contingent upon local voter approval, and the Columbia River project
requires congressional authorization.  Also authorized were $25
million for the Community Development Incentive Project in the
Department of Housing and Community Development and $5 million
for parks acquisition.  The $70 million bonding limitation assumes that
not all of the authorized bonds will be issued in the 1999-01 biennium.

In addition to the $70 million bond package, the legislature approved
up to $127 million in bonding for education, $10.2 million in bonding
for State Fair renovation, and $1 million for the Oregon Garden
Project in Silverton.  The State Fair bond package was approved in
two parts.  Two million in bond sales was approved to address
immediate needs, including emergency repairs on facilities.  The
remaining $8.2 million is subject to the development and approval of a
long range State Fair plan by an interim committee, and authorization
by the Emergency Board to proceed with the bond sale.
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Debt service on lottery backed bonds continues to increase and will
absorb a significant portion of the available Lottery Funds resources in
future biennia.  Debt service in 1997-99 was $21.6 million.  In 1999-
01, that obligation is estimated at $72.2 million.  However, $38.1
million of the debt service for education will be paid through a
combination of interest earnings on the Endowment Fund and 1997-99
excess State School Funds due to higher than anticipated property tax
revenues.  Debt service for 2001-03 is currently projected to exceed
$97 million.

Economic and
Community
Development

The 1997 Legislature reduced the Lottery Funds allocation to the
Economic and Community Development Department by $15 million
and directed the Department to restructure its programs and service
delivery. The 1999 Legislature restored the Lottery Funds allocation
and also enacted legislation that directed the agency to focus economic
and community development funding on rural and distressed
communities. Community development services will be coordinated
through a Community Solutions Team process that was also approved
by the legislature.  Total Lottery Funds dedicated to economic and
community development, including debt service, is $70.5 million in
1999-01. As noted above, the legislature approved a 20 percent
dedication of Lottery Funds to the economic and community
development program area that will provide approximately $115
million in the 2001-2003 biennium.



Transportation

Oregon’s
Transportation
System

Funding Oregon’s transportation system was a high priority of the 70th

Legislative Assembly.  Despite an increase in federal funding over the
next six years, the unmet need of Oregon’s transportation system is
projected to multiply as the transportation infrastructure ages and the
traffic of a rapidly growing population is supported.  Current revenues
are not keeping pace with the system’s ongoing needs in maintenance,
repair, and improvements to relieve traffic congestion.

The legislatively adopted budget for the Oregon Department of
Transportation totaled $2.114 billion, and 4,791.91 full-time
equivalent positions.  To provide sufficient funding to address unmet
transportation needs, the legislature used a variety of revenue sources
and new initiatives.    For 1999-2001, $2.29 billion is expected to
accrue to the Highway Trust Fund including the revenues anticipated
from increased motor fuel taxes and fees resulting from passage of
House Bill 2082.  Of that amount, $660 million will accrue to other
state agencies and local governments leaving $1.56 billion available
for expenditure.  The total amount of Federal Funds for the 1999-01
biennium is $661 million.  Passage of the Federal Transportation
Equity Act for the 21st Century (TEA-21) in 1998 will provide
approximately $232 million more Federal Funds for the Statewide
Transportation Improvement Program (STIP) through 2003.    The
approved budget includes:

• a $467,670 General Fund appropriation to support the federally
mandated Motor Voter program and provide matching funds for
the transit program and transportation growth management
programs;

• a total of $9 million for the Senior and Disabled Transit program
($4 million General Fund in SB 5511 and $5 million Other Funds
in SB 1284);

• expenditure limitations of $10 million Other Funds and $25
million Federal Funds for the Willamette Valley High Speed Rail
programs authorized in SB 1284 and funded with a loan from the
Oregon War Veterans’ Fund;

• a $20 million Lottery Funds expenditure limitation for debt service
on the Westside Light Rail bonds;

• approval for $50 million in revenue bonds to buy highway rights-
of-way for getting people safely on and off of state highways and
to increase local street capacity, so drivers can avoid busy
intersections and heavily traveled roads (HB 2197);
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• expenditure limitations of $1.75 billion Other Funds and
$41million in Federal Funds for current transportation services,
including funding for the Governor’s proposed Community
Solutions Team regional problem solving program; and

• an Other Funds expenditure limitation of $187.7 million for
implementation of Maintenance, Prevention, Safety and
Modernization projects anticipated in HB 2082, which increases
motor fuel taxes and authorizes revenue bonds.

Under the Legislature’s spending plan for 1999-01, the current
condition of roads and bridges is maintained at existing rating
standards while a plan for addressing modernization issues is initiated.
The increase in motor fuel taxes is also expected to provide an
additional $90 million that accrues to other state agencies and local
governments in the 1999-01 biennium.






































