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Question H. Final returns: A final tax return is required when 
a corporation has ceased to exist, withdrawn from doing 
business in Oregon, dissolved, merged, or reorganized. 
Check the box and provide requested information.

Question J. Taxpayers primarily engaged in utilities or 
telecommunications may elect to apportion income using 
double-weighted sales factor formula [OAR 150-314.280(3)]. 
Check the box if making this election.

Taxpayers in the forest products industry that own or man-
age at least 300,000, but not more than 400,000 acres, and 
process at least 20 percent of the total wood chip supply for 
papermaking from sawmill residue generated within the 
state, must use the double-weighted sales factor provided in 
ORS 314.650. Check the box if you fit this requirement.

Question K. Non-apportioning S corporations, enter the 
amount of Oregon sales, as defined by ORS 314.665.

Line instructions

Tax computation for S corporations with federal 
taxable income or LIFO benefit recapture. S corpora-
tions without federal taxable income, start on line 7.
Line 1. Income taxed on federal Form 1120S. On line 1(a), 
enter the amount from Form 1120S, Schedule D, Part III, line 
16. To determine the amount to enter on line 1(b), refer to 
federal Form 1120S instructions, “Worksheet for line 22a.” 
On Oregon Form 20-S, enter the total of lines 1(a) and 1(b) on 
line 1. Do not complete these lines unless you have taxable 
income and tax on federal Form 1120S.

Additions
Line 2. Enter only additions that apply to taxable income in-
cluded in line 1. See ORS 317.259 through 317.488. Examples 
of additions that apply to S corporation income are:

• Claim of right income repayment adjustment when credit 
is claimed. The deduction under IRC section 1341 of the 
federal return must be added back to federal taxable in-
come on the Oregon return if the Oregon credit is claimed 
(ORS 317.388).

• Gain or loss on disposition of depreciable property. The 
difference in gain or loss on sale of business assets when 
the Oregon basis is less than it is for federal purposes (ORS 
317.356).

• Interest income. State, municipal, or other interest income 
excluded from federal taxable income. Reduce the addition 
by any interest incurred to carry the obligations and by 
any expenses incurred in producing this interest income. 
Income tax filers should not include interest on state of 
Oregon obligations. 

• Oregon excise tax and other state or foreign taxes on or 
measured by net income or profits.

• QPAI deduction. Add to federal taxable income the 
amount of QPAI deduction per IRC 199 claimed on the 
federal return.

Subtractions
Line 3. Enter only subtractions that apply to income included 
in line 1. See ORS 317.259 through 317.488. Examples of sub-
tractions for S corporations are:

• Film production labor rebate. The amount of rebate re-
ceived and included on the federal return is allowed as a 
subtraction on the Oregon return.

• Interest on obligations of the United States and its instru-
mentalities included in line 1. This applies to income tax 
filers only.

• Temporary dividends-received deduction. Dividends 
from controlled foreign corporations are deductible to the 
extent deductible for federal tax purposes per IRC 965.

• The difference in gain or loss on sale of assets when the 
Oregon basis is greater than it is for federal purposes.

Line 7. Tax. Oregon minimum tax of $10 is required for excise 
taxpayers. Income taxpayers do not pay a minimum tax.

Line 8. Tax adjustments. Enter the net amount of both ad-
justments on this line:

• Interest on certain installment sales. Interest you owe on 
deferred tax liabilities with respect to installment obliga-
tions under ORS 314.302. Attach a schedule showing how 
you figured the interest.

• Net long-term capital gain from farm property. Subtract 
the amount of adjustment for tax on net long-term capi-
tal gain from farm property (ORS 317.063) from line 9 of 
Worksheet FCG-20, Farm Liquidation Long-Term Capital Gain 
Tax Adjustment.

Credits
Line 10. Taxpayers must take the full amount of credit 
allowed per year, to the extent of the tax liability (ORS 
314.078).

Only credits carried forward from C corporation years are 
allowed to offset the tax on built-in gains [ORS 314.740(5)(b)]. 
No credits are allowed to offset the tax on excess net passive 
income. Attach a list of credits claimed and the required credit 
form listed below. Credits with a carryover provision are: 

• Alternative fuel vehicle fueling stations (ORS 317.115).
• Biofuel producer (Chapter 739, 2007 Oregon Laws).
• Bone marrow donor expense (ORS 315.604).
• Child Care Division and community agency contribu-

tions (ORS 315.213).
• Contribution of computers or scientific equipment for 

research (ORS 317.151).
• Crop donation (form 150-101-240) (ORS 315.156).
• Dependent care (form 150-102-032) (ORS 315.204).
• Diesel engine replacement (notes following ORS 

315.356).
• Electronic commerce in designated enterprise zone (ORS 

315.507).
• Emission reducing production technology or process 

(ORS 315.311).
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• Employee and dependent scholarship program pay-
ments (ORS 315.237).

• Energy conservation facilities (ORS 315.354, 315.356, 
469.185).

• Farmworker housing project investment (ORS 315.164, 
315.167, 315.169).

• Film production development contribution (ORS 315.514).
• First break program (ORS 315.259).
• Fish habitat improvement (ORS 315.134).
• Fish screening devices (ORS 315.138).
• Individual development account (ORS 315.271).
• Lenders loans for affordable housing (ORS 317.097, 

317.112).
•  Long-term enterprise zone facilities (ORS 317.124, 317.125).
• Mile-based or time-based motor vehicle insurance (notes 

following ORS 317.122).
• On-farm processing facilities (ORS 315.119).
• Pollution control facilities (ORS 315.304).
• Qualified research activities (form 150-102-128) (ORS 

317.152, 317.153, 317.154).
• Reclaimed plastics recycling (ORS 315.324).
• Reforestation (ORS 315.104, 315.106).
• University venture fund credit (ORS 315.521).
• Voluntary removal of riparian land from farm produc-

tion (ORS 315.113).
• Water transit vessel credit (ORS 315.517).

See www.oregon.gov/DOR/BUS/docs/102-694-9.pdf to 
learn more about Tax Credits for Corporations.

Line 12. State surplus refund credit. Not applicable for tax 
year 2007.

Line 13. Tax adjustment for LIFO benefit recapture. Make 
this adjustment in the first three years after a C corporation 
becomes an S corporation. Add one-third of the tax that was 
deferred on the final C corporation return (ORS 314.750).

Line 15. Estimated tax payments and other prepayments. 
Fill in the total estimated tax payments for tax year 2007 from 
Schedule ES. Include payments made with an extension. 

Line 18. Penalty. Include a penalty payment if you:

• Mail your payment of tax due after the original due date 
(even if you have an extension); or

• File your tax return showing tax due after the due date, 
including any extension.

Penalty is 5 percent of the unpaid balance of your tax.

If you have an extension, the late payment penalty will not 
be charged if you:

• Pay at least 90 percent of the tax due on or before the origi-
nal due date of the return; and

• Pay the balance of the tax when you file within the exten-
sion period; and

• Pay any interest due either when the return is filed or 
within 30 days of the department’s billing.

If you file more than three months after the original or ex-
tended due date, add an additional penalty of 20 percent of 
the unpaid tax. If you do not file returns for three consecutive 

years by the due date of the third year’s return, including 
extensions, you must pay a 100 percent penalty on the tax 
liability for each tax year.

Line 19. Interest. If you do not pay the tax by the due date, 
interest will be charged on the unpaid tax. Interest periods 
generally begin on the 16th day of the month the return is 
due. Returns are due on the 15th unless the 15th falls on a 
Saturday, Sunday, or holiday. Interest is figured daily for pe-
riods of less than a month. A month, for example, is May 16 
to June 15. Interest rates may change once a calendar year.

To calculate interest due:

• Tax  ×  Annual interest rate  ×  Number of full years.
• Tax  ×  Monthly interest rate  ×  Number of months.
• Tax  ×  Daily interest rate  ×  Number of days.

Interest rates and effective dates:

For periods beginning Annual Monthly Daily

January 1, 2007 9% 0.75% 0.0247%
January 1, 2008 9% 0.75% 0.0247%

Interest accrues on any unpaid tax during an extension of 
time to file.

For more information, see Computing Interest on Tax You Owe, 
www.oregon.gov/DOR.

Additional interest on deficiencies and delinquencies. 
Interest will increase by one-third of 1 percent per month 
(4 percent yearly) on deficiencies or delinquencies if the 
following occurs:

• You file a return showing tax due, or the Department of 
Revenue has assessed an existing deficiency; and

• The assessment is not paid within 60 days after the notice 
of assessment is issued; and

• You have not filed a timely appeal.

Line 20. Interest on underpayment of estimated tax. Enter 
interest due from underpayment of estimated tax. You have 
an underpayment if you paid less than 100 percent of the 
tax due on each estimated tax payment due date. Interest on 
underpayment will not be imposed if net tax on Form 20-S, 
line 14 is less than $500 on your 2007 return.

If you have an underpayment, you must file Form 37, Underpay-
ment of Oregon Corporation Estimated Tax with your return.

Use Form 37 to:

• Calculate the amount of underpayment of estimated tax;
• Compute the amount of interest you owe on the underpay-

ment; or
• Show you meet an exception to the payment of interest.

Form 37 is available at www.oregon.gov/DOR.

Line 22. Total due. Enclose your check (or money order) 
and payment voucher with your return. Make your check 
or money order payable to the “Oregon Department of Rev-
enue.” Do not send cash or postdated checks. Please use blue 
or black ink on your check. Do not use gel pens or red ink.
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Please include the following information on your check:

• Federal employer identification number (FEIN). 
• Oregon business identification number (BIN).
• “Tax year 2007.”

Special instructions. Do you owe penalty or interest and 
have an overpayment on line 17? If your overpayment is less 
than the total penalty and interest, fill in the result of line 21 
minus line 17, on line 22.

Schedule SM instructions
Modifications passed through to shareholders

Line 1. Interest on government bonds of other states. En-
ter interest the corporation received from states and local 
governments other than Oregon and its municipalities. 
Example: Include interest from state of Washington bonds 
or San Francisco city bonds, but omit interest from Oregon 
government bonds.

Line 2. Gain or loss on the sale of depreciable property. 
Enter the difference in gain or loss on the sale of business 
assets when the Oregon basis is less than it is for federal 
purposes. See ORS 316.716.

Line 3. Other additions. See ORS 316.680–316.848. Examples 
of other additions are:

• Gain from involuntary conversion. The S corporation 
shall make the election to defer gain from the involuntary 
conversion of property owned by it.

• Depletion in excess of basis.
• High yield discount obligation interest.

Line 5. Interest from U.S. government. Enter the amount of 
interest received from the U.S. government, its instrumen-
talities, and organizations that invest in U.S. government 
securities.

Line 6. Gain or loss on the sale of depreciable property. 
Enter the difference in gain or loss on the sale of business 
assets when the Oregon basis is greater than it is for federal 
purposes. See ORS 316.716.

Line 7. Work opportunity credit wage reductions. Were sala-
ries and wages on federal Form 1120S reduced for the work 
opportunity tax credit? Enter the amount of reduction here.

Line 8. Other subtractions. See ORS 316.680 through 316.848 
and ORS 314.734(4) and (5). You may subtract the Oregon 
corporation tax paid on built-in gains reported on line 1 of 
the return. Examples of other subtractions are:

• Local government bond interest.
• Like-kind exchanges.
• High yield discount obligation dividends.
• Sale of public utility dividend reinvestment plan stock.
• Depreciation of basis differences due to claiming a federal 

tax credit.
• Long-term capital gains from sale of farm.

Each shareholder’s share of additions and subtractions must 
be reported to the shareholder. These amounts may be added 
to the federal K-1s and labeled “Oregon additions” and “Or-
egon subtractions.” Nonresident shareholders must report 
their ownership percentage of modifications, multiplied by 
the S corporation’s Oregon apportionment percentage from 
Schedule AP.

Schedule ES instructions
Estimated tax payment instructions

Estimated tax paid for the 2007 tax year. List all estimated 
tax payments made prior to filing your Oregon return on 
lines 1 through 4. Enter any refund applied from your 2006 
tax return or an Oregon amended return on line 5. Enter pay-
ments made with your extension on line 6. On line 7, enter 
the total of line 1 through 6, then carry total to Form 20-S, 
line 15. List name and FEIN of payer only if different from 
corporation filing this return.

Taxpayer assistance
www.oregon.gov/DOR

• Download forms and publications.
• Get up-to-date tax information.
• E-mail: corp.help.dor@state.or.us.

 This e-mail address is not secure and confidentiality can-
not be ensured. General tax and policy questions only.

Telephone
Salem area or outside Oregon............................ 503-378-4988
Toll-free from Oregon prefix............................ 1-800-356-4222

Monday through Friday..................................7:30 a.m.–5:00 p.m.
Closed Thursdays from 9:00 a.m.–11:00 a.m. Closed on holidays.

Extended hours during tax season (wait times may vary):
April 1–April 15, Monday–Friday.................7:00 a.m.–7:00 p.m.
Saturday, April 12.............................................9:00 a.m.–3:00 p.m.

Asistencia en español:
 En Salem o fuera de Oregon........................... 503-378-4988
 Gratis de prefijo de Oregon..........................1-800-356-4222
TTY (hearing or speech impaired; machine only):
	 Salem....................................................................503-945-8617
	 Toll-free from Oregon prefix.........................1-800-886-7204 

Americans with Disabilities Act (ADA): Call one of the help 
numbers for information in alternative formats.

Correspondence
Include your BIN or FEIN and a daytime telephone number 
for faster service. Write to: Oregon Department of Revenue, 
955 Center St NE, Salem OR 97301-2555.




