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To the Citizens of the Great State of Oklahoma and the Oklahoma Legislature: 
  
  
                It is my pleasure to submit for your consideration the FY-2019 executive budget. The plan I have put forward is part of a 
long-term blueprint for more reliable revenue estimating and greater legislative control over limited government resources to better 
govern for the needs of the day. 
 
 The success of this fiscal blueprint relies on our ability to address structural deficiencies within the budget-making process. 
As outlined in the executive summary of this budget book, the state of Oklahoma currently faces substantial budget challenges.  
    
 The budget I have proposed charts a realistic, responsible way forward for the state of Oklahoma. It asks our lawmakers to 
take on the serious challenges inherent in fixing a budget process in need of an overhaul. Finally, it maintains prior year cuts to some 
areas of government while boosting resources necessary to pursuing critical improvements. I humbly ask your support for these 
priorities as we move into the 2018 legislative session.   

  
Sincerely, 

 

 
 

Mary Fallin 
Governor 





OKLAHOMA OFFICE OF MANAGEMENT AND ENTERPRISE SERVICES 
 
 

February 5, 2018 
 

 
Citizens of the State of Oklahoma 

Members of the Second Regular Session 
of the Fifty-Sixth Legislature 

 
 
 
 
 

“FY-2019 EXECUTIVE BUDGET and HISTORICAL INFORMATION” 
 
Governor Mary Fallin’s FY-2019 budget consists of her budget recommendations to the 2018 
Legislature, as well as a discussion of state revenues, a summary of her proposed budget and 
explanations of budget recommendations for state agencies. This document is available on the 
Internet.  It can be viewed by accessing the Oklahoma Home Page, the Home Page of the Office of the 
Governor, or the Home Page of the Office of Management and Enterprise Services.  The Oklahoma 
Home Page address is: http://www.ok.gov 
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Executive Summary 
During her tenure as CEO of the State of Oklahoma, Governor Fallin has recommended common sense 
reforms to create stability and predictability in the revenue estimation and budgeting process. She has 
also recommended government modernization efforts to create efficiencies and save the state millions 
of dollars. Some of those are now law, but many remain just ideas and the uncertainty and volatility 
surrounding funding state government remain realities. Recently, a nonpartisan group of business, civic 
and community leaders came together to develop the Step Up Oklahoma plan. This plan represents yet 
another approach to stabilize state revenue and reform government to increase efficiency and cut 
abuse, all while funding core services and providing a long overdue teacher pay raise. 

As such, Governor Fallin’s FY 2019 Executive Budget recommends implementing these bold reforms and 
revenue measures, repairing the structural deficit that currently exists in Oklahoma state government. 
To begin reversing the detrimental trend of diverting revenues off-the-top for specific purposes, most 
new revenues proposed in this executive budget would be directed to the General Revenue Fund for 
discretionary appropriation by elected officials. The FY 2019 Executive Budget is balanced and proposes 
appropriations of $7.28 billion. When adjusted for inflation, this budget is still over $1 billion less than 
the FY 2009 appropriated budget. Further, this budget includes $289.5 million for a $5,000 teacher pay 
raise.  

Revenue Changes 

Recurring revenues for appropriation proposed in Governor Fallin’s FY 2019 budget are:  

Cigarette Tax 

$231.7 million 

Smoking remains the number one preventable cause of death in Oklahoma, killing more people than 
AIDS, alcohol, car accidents, illegal drugs, murders and suicides combined. Increasing the price point of 
cigarettes is the single most effective strategy to reduce tobacco consumption, especially among youth. 
Oklahoma’s annual health care costs caused by smoking are $1.62 billion. Oklahoma currently ranks 36th 
in the nation with a rate of $1.03 per pack and this budget proposes a $1.50 increase, which would bring 
us to 13th in the nation.  

Gross Production Tax on Oil and Natural Gas 

$126.7 million 

All wells currently taxed at 2% will be increased to 4% and all future wells will begin at 4% for the first 36 
months and move to 7% after.  

 

 



Little Cigars and Chewing Tobacco  

$12.2 million 

The proposal is to tax products falling within the little cigar category at the same tax rate as cigarettes. 
The current tax rate for little cigars is $0.036 per little cigar. The new rate would be $0.0515. The 
amendment would conform Oklahoma law to federal law that now taxes all little cigars at the same rate 
as cigarettes (effective April 1, 2009). The proposal also levies an additional 10% tax on chewing 
tobacco. 

Motor Fuel Tax 

$163.4 million 

Oklahoma currently ranks 49th in the country for both gasoline tax at $0.17 per gallon and for diesel tax 
at $0.14 per gallon, and ranks lowest in the region for motor fuel tax rates, which averages at $0.2014 
cents per gallon for gasoline and $0.2050 per gallon of diesel. An increase of $0.06 per gallon, as 
proposed, keeps Oklahoma’s motor fuel tax rates well below the national average of over $0.3356 per 
gallon for gasoline and $0.3536 for diesel. Further, this proposal maintains the 8-year plan. 

Gross Production Tax on Wind 

$19.2 million 

Including the Zero-Emission Income Tax Credit, the Investment / New Jobs Income Tax Credit, a Sales 
Tax Exemption for manufacturing companies, and an Ad Valorem Tax Exemption, this industry has been 
incentivized sufficiently to now be a major player in the Oklahoma energy industry, and a major winner 
of now unnecessary incentives. As such, Governor Fallin proposes to begin taxing the production of wind 
energy at $1 per MWh produced. 

Transferable/Refundable Income Tax Credits 

$13.9 million 

This proposal repeals the transferability and cash refundability for corporations eligible for coal, wind 
and railroad tax credits.  

Simplification of Individual Income Tax 

$129.2 million 

Per the Step Up Oklahoma Plan, reform components of this compromise include: 

1. Caps itemized deductions at $22,500, with no cap on charitable contributions.  
2. Two intermediate rates are added, currently taxed at 5.00 percent:  

a. 4.60% on taxable income between $7,200 to $17,999 (single) and between $12,200 and 
$35,999 (joint/head of household).  



b. 4.80% on taxable income between $18,000 and $49,999 (single) and between $36,000 and 
$99,999 (joint/head of household).  

3. Offers a three-tiered per return credit, for returns with adjusted gross income (AGI) of:  
a. Less than $16,000 - $70.00 credit (non-refundable).  
b. Less than $32,000 - $65.00 credit (non-refundable).  
c. Less than $50,000 - $50.00 credit (non-refundable). 

4. Reduces standard deduction amounts and disallows personal exemption. 

This component of the Step Up Plan causes no change to the top marginal rate of 5.0%, while causing 
55% of filers to see a reduction or no change in tax liability. 

Gaming Modernization 

The Step Up Oklahoma Plan includes a reform to allow Indian casinos to use balls and dice in their craps 
and roulette games, which will likely increase the state’s revenue from exclusivity fees. However, 
neither the Oklahoma Tax Commission nor of the Office of Management and Enterprise Services will 
provide a revenue estimate, and as such the Governor’s budget does not include an impact from this 
change. It would be in the state’s best fiscal interest to consider this proposal, via the Tribal and State 
Gaming Compact. These efforts will maximize projected revenues for the State of Oklahoma.  

 

Expenditure Changes 

Governor Fallin’s budget makes $431.7 million in targeted expenditure increases across 11 agencies for 
FY 2019, as well as providing one-time appropriations for four agencies. Further, the FY 2019 Executive 
Budget assumes that the three agencies impacted by the Supreme Court ruling 2017-63, which 
overturned the revenue raising measures of SB 845, receive the additional $66.5 million to make their FY 
2018 budgets whole. 

One-Time Appropriation Increases 

 Health Care Authority for loss of federal funding for teaching hospitals  $141.8 million 
 State Board of Education for Ad Valorem Reimbursement   $92.7 million 
 Long-Range Capital Planning Commission for infrastructure   $37.7 million 
 Capitol Bond Debt Service       $13.9 million 

Targeted Appropriation Increases for FY 2019 

Governor Fallin’s budget includes the following targeted appropriation increases: 

 Department of Education 
o $289.5 million for $5,000 teacher pay raise. 
o $22.6 million for annual flexible benefit allowance increase. 

 



 Department of Transportation 
o $55.5 million to restore State Transportation Fund to December Board of Equalization 

estimate. 
 Department of Mental Health and Substance Abuse Services 

o $25 million for Oklahoma Justice Reform initiatives. 
 Department of Corrections 

o $5.5 million for lease increase at Sayre Facility. 
o $5 million for Oklahoma Justice Reform initiatives. 

 Department of Human Services 
o $17.0 million for Pinnacle Plan. 

 Department of Commerce 
o $5 million for the Closing Fund. 

 Department of Emergency Management 
o $3 million for the State Emergency Fund. 

 Legislative Services Bureau 
o $2 million for Agency Performance and Accountability efforts. 

 Pay for Success Contract 
o $500,000. 
o Legislation passed in 2014 authorized the state to contract for Pay for Success programs, 

and in 2017 the state entered into a contract with Tulsa’s Family and Children’s Services 
to partner with their Women in Recovery program to reduce incarceration rates for 
women. Over the next several years, the success of that program will be evident and the 
bills for various milestones will be payable. OMES manages that contract. 

 Court of Criminal Appeals 
o $307,000 for operations. 

 Pardon and Parole Board   
o $1.2 million for increased staffing costs to support Oklahoma Justice Reform Initiatives. 

The governor also acknowledges that agency costs are increasing, while appropriation levels remain flat 
or have decreased. To that end, and to help address the rising costs of health insurance that exceed the 
current benefit allowance agencies receive, this budget includes $5.9 million for appropriated agencies 
to address increased health insurance costs. 
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