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NEED FOR THE RULE(S)

150-314-0515. This rule lists the credits and deductions that may or may not be allowed for the electing owners of a 

Pass-Through Entity. 

The Department proposes amending the rule to attach a PDF listing of credits and deductions that may or may not be 

allowed for the qualified electing owners in the rule to allow a credit for PTEs electing to pay the PTE-E Tax. This would 

provide guidance to taxpayers and tax professional with clients that might want to participate in the PTE-E program. 

150-315-0520. This rule provides guidance on tax withholding requirements for Pass-Through Entities. 

The Department wants to amend the rule to indicate generally that PTE will not be required to withhold under ORS 

314.781 if they elect to pay the PTE-E tax, which matches with the statutory changes. 

Amending this rule will help tax revenue law to be neutral by ensuring the entity income is taxed at the same rate it 

would be on an individual return, allow the PTE-E tax credit, and prevent overpayment of estimated taxes for the same 

income.  Overall, amending the rules will lead to less confusion for taxpayers 
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150-314-0521. The Department wants to add and a new rule to provide guidance and definitions for how taxpayers 

participating in the PTE-E tax program make estimated tax payments. 

Estimated tax payments are required to be made by electing PTEs. Payment amounts will be based on income received 

during the tax year. Payments will be made on a calendar year basis even if the PTE uses a fiscal year (a year other than a 

calendar year) as its tax year. DOR will enforce the estimated tax requirement by charging interest on an underpayment 

of estimated tax (UND). PTEs will require guidance to correctly calculate their estimated tax payments and UND. 

150-314-0522. The department proposes adding a new rule to provide guidance for fiscal year tax filers who want to 

participate in the new PTE-E tax program. 

The PTE-E tax was created by SB 727 in 2021 is available only for tax years beginning on or after January 1, 2022 and 

before January 1, 2024. The election is made by filing a return. 

For reasons of administrative efficiency, the department wants to make filing the return for the PTE-E tax available only 

on a calendar year basis. For this reason, entities using a fiscal year for accounting purposes will require guidance to 

correctly make the calendar-year election. Personal income taxpayers who are members of electing entities will also 

require guidance with regard to the tax year in which they will claim a credit for the PTE-E tax paid by the entity and 

report an addition for PTE-E tax deducted by the entity on its federal return. The new rule will provide this guidance and 

explanations. 

150-316-0043 This rule provides definitions and explains how to participate in the Qualified Business Income Reduced 

Tax Rate (QBIRTR), a program to reduce tax rates for qualifying entities. 

The department proposes amending the rule to allow the addition for the Oregon PTE- 

E tax to be considered a part of the income used in qualified business income for the qualified business tax rate. 

150-316-0084 This rule explains the computation of the credit for taxes paid to another state on mutually taxed 

income. 

The Department wants to amend the rule to state: “Net tax” means state income tax liability (whether Oregon or the 

other state) after all credits except the credit for taxes paid to another state and PTE-E tax credit. This amended will 

provide guidance to taxpayers and tax professionals with clients who want to participate in the PTE-E tax program.

DOCUMENTS RELIED UPON, AND WHERE THEY ARE AVAILABLE

Oregon Legislative Information System (OLIS) SB 727 (2021) and SB 1524 (2022), 

https://olis.oregonlegislature.gov/liz/2021R1 

Oregon Department of Revenue PTE-E web page, https://www.oregon.gov/dor/programs/businesses/Pages/Pass-

Through-Entity-Elective-Tax.aspx 

Oregon Department of Revenue Forms and Instructions web page, 

https://www.oregon.gov/dor/forms/Pages/default.aspx

STATEMENT IDENTIFYING HOW ADOPTION OF RULE(S) WILL AFFECT RACIAL EQUITY IN THIS STATE

We don’t anticipate the adoption of the rules affecting racial equity; the new and amended rules apply to any entity 

filing for PTE-E.

FISCAL AND ECONOMIC IMPACT: 

The new and amended rules will provide clarity and directions to taxpayers and tax preparers who file for PTE-E, and 

the tax credit will be provided to eligible entities. 

The PTE-E is a business alternative income tax in response to the $10,000 cap on the federal State and Local Tax (SALT) 

deduction added in the 2017 federal Tax Cuts and Jobs Act. 

For tax years beginning on or after January 1, 2022 entities taxed as S corporations and partnerships may elect annually 

to be subject to the PTE-E tax at a rate of 9 percent tax on the first $250,000 of distributive proceeds and 9.9 percent 

tax on any amount exceeding $250,000. The law will expire if the federal SALT deduction limitation expires or is 
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repealed. 

Qualifying members of an electing PTE are eligible for a credit equal to 100 percent of the member's distributive share 

of the PTE-E tax paid.

COST OF COMPLIANCE: 

(1) Identify any state agencies, units of local government, and members of the public likely to be economically affected by the 

rule(s). (2) Effect on Small Businesses: (a) Estimate the number and type of small businesses subject to the rule(s); (b) Describe the 

expected reporting, recordkeeping and administrative activities and cost required to comply with the rule(s); (c) Estimate the cost 

of professional services, equipment supplies, labor and increased administration required to comply with the rule(s). 

(1) DOR implemented the PTE-E Tax, developed new forms and instructions, and will oversee the tax credit program. 

(2)(a) The amended rules will impact electing entities that use a fiscal year for accounting purposes and their individual 

members. The magnitude of the problem isn’t yet known, but we assume that about 10,000 electing entities will be 

fiscal-year filers each calendar year. 

(b) Tax preparers with clients who file for PTE-E will integrate this filing into their existing business operations. 

(c) Tax preparers will integrate PTE-E filing into their ongoing tax services.

DESCRIBE HOW SMALL BUSINESSES WERE INVOLVED IN THE DEVELOPMENT OF THESE RULE(S):

The Rules Advisory Committee included the National Federation of Independent Businesses and Oregon Business and 

Industry, both of which represent small businesses.

WAS AN ADMINISTRATIVE RULE ADVISORY COMMITTEE CONSULTED?  YES

RULES PROPOSED: 

150-314-0515, 150-314-0520, 150-314-0521, 150-314-0522, 150-316-0043, 150-316-0084

AMEND: 150-314-0515

RULE SUMMARY: Program is proposing to amend rule 150-314-0515 to align with statute and changes by SB727 

(2021).

CHANGES TO RULE: 

150-314-0515 
Oregon Composite Tax Return ¶ 
 
(1) A pass-through entity (PTE) doing business in or deriving income from sources within this state is required to 
file an Oregon composite tax return if requested by one or more nonresident owners. ¶ 
(a) Computation of tax. Each PTE filing a composite return on behalf of electing nonresident owners must 
calculate the tax for each owner. The tax liability for each nonresident owner included on the composite return, 
determined without regard to the tax credits allowed under subsection (1)(b) of this rule, is calculated by applying 
the Oregon tax rates based on the owner's filing status to the difference between the owner's share of the entity's 
Oregon-source distributive income for the taxable year and, if applicable, the owner's self-employment tax 
deduction, as provided for in subsection (1)(b) of this rule. If distributive income is apportioned, the deduction 
must also be apportioned by multiplying the owner's federal deduction for one-half self-employment tax 
(attributable to the owner's share of the entity's net earnings from self-employment), if applicable, by the 
apportionment percentage provided in ORS 314.650 through 314.675. The PTE will report on the Oregon 
composite return the tax computed for each electing owner and total amounts for all electing owners.¶ 
(b) Credits and deductions. Below is a list of items that may or may not be allowed for the electing owners. [See 
PDF link below]¶ 
(c) Net operating losses for Oregon nonresidents subject to tax under ORS chapter 316 are computed under ORS 
316.028. A PTE that has filed an Oregon composite tax return on behalf of nonresident individual owners may file 
amended returns to carry back the Oregon net operating losses incurred by the PTE. A schedule must be retained 
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by the PTE indicating the taxpayers affected and calculations of the loss amounts and made available to the 
department upon request. These losses may also be carried forward. The allowed carryback and carryforward 
periods (including elections to forego the carryback period) are the same as provided under Internal Revenue 
Code section 172. The election to forego the carryback period must be made by attaching a statement to the 
Oregon composite return filed on or before the due date (including extensions) of the return for the loss year. 
Corporations are not allowed to carry back a net operating loss (ORS 317.476).¶ 
(2) Election to participate in an Oregon composite tax return. The following provisions apply:¶ 
(a) The owner must make a separate election for each tax year;¶ 
(b) The owner must have been a nonresident of Oregon during the owner's entire tax year;¶ 
(c) The owner is considered to have made the election on the date the PTE files the composite return that includes 
the owner;¶ 
(d) By making the election, the owner elects to have the owner's Oregon tax liability on the owner's share of 
distributive income from Oregon sources paid and reported by the PTE; ¶ 
(e) The owner is ultimately liable for tax, penalty and interest if the PTE fails to file a composite tax return or pay 
the tax on behalf of the owner; and¶ 
(f) The election to participate in an Oregon composite tax return is irrevocable after the due date of the composite 
return, including extensions.¶ 
Example 1: Rene, an Oregon resident, is included as an owner in a composite filing. Rene's election to participate is 
invalid because as an Oregon resident he may not join in the composite filing. Rene didn't include the income 
reported on the composite return on his return. Rene must notify the PTE of the invalid election and amend his 
Oregon return to include the income reported on the composite return. The PTE must amend the composite 
return to remove Rene's share of income. The PTE may submit a transfer request to move tax paid by the PTE on 
Rene's behalf to Rene's account. In the absence of the request from the PTE, the PTE will receive a refund for tax 
paid by the PTE on Rene's behalf.¶ 
Example 2: Edie, a full-year resident of Idaho, is a shareholder in D-Cat, Inc., which does business in Oregon. Edie is 
eligible to join in a composite return filed by D-Cat, Inc. On February 1, 2020, Edie informed D-Cat, Inc. that she 
wished to join in the composite return for the 2020 tax year. Edie filed her Oregon return on April 14, 2021, 
forgetting she had elected to join in the composite return, and included her share of D-Cat, Inc.'s income on her 
return. D-Cat, Inc. is a calendar year S corporation filer and filed a timely extension for its S corporation's 
composite return. D-Cat, Inc. also filed a composite return on May 15, 2021, including Edie's share of D-Cat, Inc.'s 
income. Edie is allowed to revoke her election to participate in a composite filing up to the due date for the 
composite return, including extensions. To revoke her election, Edie must inform D-Cat., Inc. of her revocation, 
and D-Cat, Inc. must file an amended composite return no later than October 15, 2021, to remove Edie's share of 
D-Cat, Inc.'s income from their return. D-Cat, Inc. may include a payment transfer request with the amended 
return under section 5 of this rule. In the absence of a payment transfer request, any refund of tax paid in response 
to the amended composite return will be made to D-Cat, Inc. Alternatively, instead of revoking her election, Edie 
may amend her tax return to remove her share of D-Cat, Inc.'s income which was reported twice. ¶ 
Example 3: Using the same facts as in 2, except both Edie and D-Cat, Inc. filed original returns on October 15, 
2021. Edie and D-Cat, Inc. had filed valid extensions. On October 31, 2021, Edie learns she is included in the 
composite return filed by D-Cat, Inc. Edie's participation in the composite return filed by D-Cat, Inc. became 
irrevocable on October 16, 2021. Edie's share of D-Cat, Inc.'s income is being reported twice, once on the return 
filed by Edie and again on the composite return filed by D-Cat, Inc. Although Edie's share of D-Cat, Inc.'s income 
may not be removed from the composite return filed by D-Cat, Inc., she may amend her tax return to remove her 
share of D-Cat, Inc.'s income which was reported twice. ¶ 
(3)(a) Disregarded entities. The PTE must look to the owner of a disregarded entity to determine whether the 
owner of the disregarded entity may choose to join in the composite filing.¶ 
Example 4: Hermiston Partners is owned by four individuals, one grantor trust, and one single-member LLC. The 
trust and LLC are disregarded entities, and the owner of each disregarded entity is a nonresident. Hermiston 
Partners will look to the nonresident owner of each disregarded entity to determine if that nonresident owner 
may elect to join in the filing of a composite return. ¶ 
The grantor trust is owned by a nonresident individual. Hermiston Partners looks to the individual who owns the 
grantor trust. Hermiston Partners must allow the individual to join in the filing of the composite return. Hermiston 
Partners will use the individual's name and Social Security number on the composite return, not the name or tax 
identification number of the disregarded trust. If the individual doesn't join in the composite filing or file an 
affidavit, Hermiston Partners must send in estimated payments on the individual's behalf as required in OAR 150-
314-0520.¶ 
The single-member LLC is owned by another partnership, Ontario LP. A partnership can't join in the filing of a 
composite return. Thus, Hermiston Partners cannot include Ontario LP in the composite return and is not 
required to send in estimated payments on behalf of the LP. Ontario LP is the entity responsible for filing a 
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composite return or sending estimated payments for its owners.¶ 
(b) Corporate owners.¶ 
(iA) A corporate owner's distributive income may be included in a composite return only when its distributive 
share is not required to be included in the corporate owner's apportionable income. A PTE filing a composite 
return should assume a corporate owner's distributive share is required to be included in the corporate owner's 
apportionable income unless the corporate owner notifies the PTE in writing that it is not.¶ 
(iiB) If it is determined by the department that the corporate owner's distributive share should be included in the 
corporation's apportionable income, the corporate owner's election to be included in the composite return is 
invalid. The corporate owner must notify the PTE, and the PTE may file an amended composite return for a refund 
of tax that was paid on the corporate owner's distributive share included in the composite return subject to the 
limitations provided in ORS 314.415. The PTE may file a transfer request to move the tax paid for the corporate 
owner to the owner's account instead of having the tax refunded to the PTE. In the absence of the amended 
return, the department may adjust the composite return subject to the limitations provided in ORS 314.415.¶ 
(iiiC) The PTE must include an indirect corporate owner's share of distributive income in the composite return 
unless the PTE can reasonably determine that the indirect corporate owner's share of income is required to be 
included in the indirect corporate owner's apportionable income. ¶ 
(ivD) Income includable in an indirect corporate owner's apportionable income may be considered as reasonably 
determined if the PTE has received written notice from the indirect corporate owner that the indirect corporate 
owner's distributive share of income is required to be included in the indirect corporate owner's apportionable 
income. ¶ 
(4) Filing and payment requirements.¶ 
(a) Due date. The Oregon composite tax return is due the 15th day of the fourth month after the close of the tax 
year of the majority of the number of electing owners.¶ 
Example 5: Around-the-Bend LLC (ATB) has a tax year ending June 30. The nonresident owners that want to join 
in the composite filing consist of four individuals and three corporations. Because the individuals are all calendar 
year taxpayers, the majority of owners have a calendar tax year which ends December 31. Therefore the 
composite return and any estimated payments are due using a calendar tax year. For the calendar tax year ending 
December 31, 2020, the composite return will include the income reported by ATB for its tax year ending June 30, 
2020. The 2020 composite return that ATB will file on behalf of its owners is due April 15, 2021.¶ 
Example 6: Coast Around Oregon Incorporated (CAO) is an S corporation with a tax year ending October 31. The 
nonresident owners that want to join in the composite filing consist of 15 individuals, all calendar year taxpayers. 
For tax year 2020, the composite return will include the income reported by CAO for its tax year ending October 
31, 2020. The 2020 composite return that CAO will file on behalf of its owners is due April 15, 2021.¶ 
(b) Payment of amounts due. Payment of the amount due is made by the PTE on the owner's behalf and must 
accompany the filing of the Oregon composite tax return. The payment must include the tax due plus any penalty 
or interest provided by Oregon law.¶ 
(c) Refund of tax made pursuant to a composite return filed after the due date, including extensions and filed 
under these provisions will be paid to the PTE, except as provided in Section 5, regardless of changes in ownership 
or changes in the identity of nonresidents participating in an Oregon composite filing.¶ 
(d) Extensions of time to file. If the entity is granted a federal or Oregon extension of time to file the entity's return 
(partnership return or S corporation return), an extension for filing the Oregon composite return is allowed. This is 
true even if the composite return reports the income in a different tax year than the entity's partnership or S 
corporation return. The entity must keep a copy of the federal extension with its tax records. The extension to file 
the composite return is 6 months from the composite return due date.¶ 
Example 7: Pendleton LLC filed for extension for its tax year ending June 30, 2021 (Form Year 2020 partnership 
return). The partnership return had an original due date of October 15, 2021. The owners of Pendleton LLC are 
calendar year filers. Therefore, they report the income for the calendar tax year that ends December 31, 2021. 
There is an extension of time to file a composite return on behalf of the nonresident owners that elect to 
participate in the 2021 composite return filed by Pendleton because the partnership has an extension to file for 
the partnership return. The 2021 composite return reporting this income is due April 15, 2022; however, with the 
extension, it is due October 15, 2022. The 6-month extension applies, even though the income is reported in a 
different tax year for the owners and Pendleton LLC received an extension for filing its partnership return.¶ 
(e) A nonresident owner may file a separate tax return and elect to join in the filing of a composite return. The 
income reported on the composite return is subtracted on the owner's separate return and tax is paid only on the 
Oregon-source income not reported on the composite return.¶ 
(5) Ineligibility or revoking an election to participate in a composite return.¶ 
(a) One or more owners may revoke the election to join in the Oregon composite tax return after the Oregon 
composite tax return has been filed and before the due date of the composite return, including extensions. To 
revoke a previous election and transfer tax paid:¶ 
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(A) Upon notification of the revocation, the PTE must file an amended Oregon composite return removing the 
owner and request a transfer of any payment made on the owner's behalf to the revoking owner's account, and¶ 
(B) The revoking owner must file a separate return with the department showing all items of income and 
deduction from the PTE. If the owner did not previously file a return for the year, this separate return will be 
treated as an original return and, if filed after the due date, any tax liability shown on the return is subject to 
interest and penalties in the same manner as any other delinquently filed original return. ¶ 
(b) If an owner becomes ineligible, revokes an election before the due date of the return, including extensions, or 
declines to participate in filing an Oregon composite return, and the PTE made tax payments on the owner's behalf 
with a composite return, the PTE may submit a written transfer request using forms and instructions provided by 
the department. The department will transfer the tax payment to the account of the owner only if the PTE submits 
such a written request to the department. ¶ 
Example 8: Tariq, a nonresident owner in an S corporation, filed his individual tax return on April 2. On his return 
he reported his share of the S corporation's income and paid the tax due. On May 2 Tariq learned he was included 
in the composite return filed by the S corporation. Tariq's share of the S corporation's income is being reported 
and taxed twice, once on his return and again on the composite return. Tariq decides to revoke his election to 
participate in a composite return and have his share of tax paid transferred to his own account. Tariq must notify 
the S corporation that he is revoking his election to participate in the composite return. The S corporation is a 
calendar year S corporation filer and filed a valid extension for the S corporation's composite return. The S 
corporation must file an amended composite return with the department by October 15, the extended due date of 
the composite return and request a payment transfer. The department will process the amended composite return 
and, as directed by the S corporation, transfer the amount paid on Tariq's behalf by the S corporation to his 
personal account.¶ 
Example 9: The facts are the same as in example 8, except that the S corporation didn't file an extension for the S 
corporation's composite return. Tariq's election to participate in the composite return is irrevocable once the due 
date, April 15, for the composite return has passed. Tariq may amend his individual tax return to remove his share 
of the S corporation's income reported on the composite return. Tariq may not claim the composite tax paid on his 
behalf as a payment. That tax was paid on income reported on the composite return. ¶ 
(c) An owner who does not or cannot elect to participate in an Oregon composite tax return is subject to 
withholding on the owner's share of the Oregon source distributive income under ORS 314.781 and OAR 150-
314-0520.¶ 
(6) Payment of tax on behalf of nonresident owners. Estimated tax payments are required for the composite 
return if the total Oregon tax due for any owner is expected to be $1,000 or more for an individual; or $500 or 
more for a corporation. The tax liability required to be paid is the sum of each owner's estimated tax liability for 
that quarter that is attributable to each owner's interest in the entity. In determining the electing owner's tax 
liability, the provisions of ORS 314.505 to 314.525 or 316.579 to 316.589 regarding calculation of estimated tax 
apply. The PTE must remit the tax payments to the department using forms and instructions provided by the 
department.¶ 
[Publications: Publications referenced are available from the agency.] 
Statutory/Other Authority: ORS 305.100 
Statutes/Other Implemented: ORS 314.778

RULE ATTACHMENTS DO NOT SHOW CHANGES. PLEASE CONTACT AGENCY REGARDING CHANGES.
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OAR 150-314-0515 

Items that may or may not be allowed for the electing owners. 
 

 
 

Item 

 
 

Allowed 

 

Not 
Allowed 

Credits otherwise permitted nonresidents under ORS Chapter 315 or 
Chapter 316. 

  
X 

Self-employment tax deduction. X  

State surplus refund provided under ORS 291.349, if applicable. X  

Credit for qualified electing owners who elect to pay the PTE-E tax. X  

Keogh contribution deductions.  X 

Health insurance paid in connection with the partner's participation in 
the partnership. 

  
X 

Tax years 2010 and later: Credit for taxes paid to another state as 
allowed to individuals under ORS 316.131, unless allowed to Oregon 
residents filing a composite return in that state. 

  

X 

 
Note: If the credit for taxes paid to another state is not allowed on the Oregon composite return, the 

taxpayer may claim a credit for taxes paid to Oregon on their resident state return if the taxpayer is 

included in the entity's composite return for the other state and the entity paid the tax due for the 

taxpayer's share of tax liability. Alternatively, the taxpayer may revoke their election to participate 

in an Oregon composite return subject to the requirements detailed in paragraph (5) of this rule. The 

taxpayer may then file their Oregon nonresident return and claim the credit for taxes paid to another 

state pursuant to ORS 316.131. 
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AMEND: 150-314-0520

RULE SUMMARY: Program is proposing to amend rule 150-314-0520 to align with statute and changes by SB727 

(2021).

CHANGES TO RULE: 

150-314-0520 
Pass-through Entity Withholding Requirements ¶ 
 
(1) Withholding requirement. A pass-through entity with Oregon-source distributive income and one or more 
nonresident owners that have no other Oregon-source income, is required to withhold tax on behalf of the owner 
unless that owner makes an election as described in OAR 150-314-0515, the pass-through entity elects to pay the 
pass-through entity elective tax, or meets an exception described in 150-314-0525. "Tax payment" or "owner 
payment" means pass-through entity withholding, which is an estimated tax payment sent on behalf of the owner. 
The entity must withhold tax as follows:¶ 
(a) For nonelecting owners subject to tax under ORS Chapter 316, each owner's share of estimated Oregon-
source distributive income for the taxable year multiplied by the highest percent in 316.037; and¶ 
(b) For nonelecting owners subject to tax under ORS Chapter 317 or 318, each owner's share of estimated 
Oregon-source distributive income for the taxable year multiplied by the rates in 317.061.¶ 
(2) Information retention requirement. The pass-through entity must retain in its records the information listed in 
this section and submit it to the Department of Revenue on request:¶ 
(a) Calculation of the amount required to be withheld pursuant to this rule;¶ 
(b) Whether payments were submitted in addition to the quarterly withholding tax amounts required to be 
remitted under section (4) of this rule; and¶ 
(c) A detailed summary of the nonelecting owner's share of the aggregate withholding tax payments made by the 
pass-through entity for the taxable year and the nonelecting owner's share of the aggregate additional 
withholding tax liability paid. See the annual report requirement in section (5) of this rule.¶ 
(3) Information reporting to owner requirement. The pass-through entity, by the due date of its information 
return, must provide each applicable nonelecting owner with an information statement containing the owner's 
share of the entity's withholding tax payments to be claimed as estimated tax payments on the owner's tax 
return.¶ 
(4) Periodic remittance requirement.¶ 
(a) The entity must remit amounts required to be withheld to the department on a quarterly basis using a method 
approved by the department. The quarterly withholding tax remittance amounts are generally the sum of:¶ 
(A) The highest marginal tax rate for the end of the entity's tax year in ORS 316.037 multiplied by the sum of the 
noncorporate nonelecting owner's estimated share of the entity's Oregon-source distributive income and then 
multiplied by 25 percent; and¶ 
(B) The applicable rate in ORS 317.061 multiplied by the sum of the corporate nonelecting owner's estimated 
share of the entity's Oregon-source distributive income and then multiplied by 25 percent.¶ 
(b) The due dates of these required payments are the 15th day of the 4th, 6th, 9th, and 12th month of the entity's 
tax year. Due dates are moved to the next business day when they occur on a weekend or legal holiday. Exception: 
Fiscal year entities whose owners are all noncorporate taxpayers using a calendar tax year can elect to use the due 
dates for the owners' calendar tax year instead. This is the 15th day of the 4th, 6th, and 9th month of the tax year 
and the 1st month of the succeeding tax year for the calendar year containing the entity's fiscal year end.¶ 
Example 1: Mountain LLC uses a fiscal tax year ending April 30th. Its fiscal year 2013 is from May 1, 2013 to April 
30, 2014. Using its tax year, the quarterly payments are due August 15th, 2013; October 15th, 2013; January 15, 
2014; and April 15, 2014. Since all of the owners of Mountain LLC are individuals using a calendar tax year, the 
LLC can opt to use the due dates for the owners' tax year instead. Because those owners report this income on 
their 2014 calendar year return, those due dates are: April 15, 2014; June 16, 2014; September 15, 2014; and 
January 15, 2015.¶ 
(5) Annual report requirement. For estimated tax payments due on or after January 1, 2013, the entity will submit 
an annual report. The report is due the last day of the second month following the close of the entity's tax year. 
The report will have the following information for each owner included in the pass-through entity withholding 
payments: owner's name, owner's federal tax identification number, owner's mailing address, owner's share of 
each payment made on the owner's behalf, and any additional information requested by the department in the 
filing instructions. The department may request other information as needed. The owners will not receive credit 
for payments made on their behalf until the annual report has been filed by the entity.¶ 
Example 2: ABC Partners, an Oregon partnership, has 2 nonresident owners who each own 25 percent of the 
partnership. One is an individual, Rachel, and one is a corporation, Eli & Alexandria Inc. (E&A). Because neither 
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elects to join in filing a composite return and neither has filed an affidavit, ABC must withhold Oregon tax. ABC 
Partners estimates its Oregon-source distributive income for 2013 will be $1,500,000. For 2013, the entity will 
calculate the tax payment for each period based on the nonresident owners' share of 25 percent of $1,500,000 
and the appropriate tax rate. Rachel's pass-through entity withholding is 9.9 percent (the highest marginal tax rate 
for 2013) multiplied by $375,000 multiplied by 25 percent. This is $9,281 (rounded) for each period. E&A's pass-
through entity withholding is 6.6 percent multiplied by $375,000 multiplied by 25 percent. This is $6,188 
(rounded) for each period. ABC Partners will add together the amounts estimated for all owners and send in one 
payment each period of $15,469. ABC Partners will submit these payments using its tax year. Since ABC Partners 
uses a calendar tax year, the due dates for each payment for tax year 2013 are April 15, June 17, September 16, 
2013 and January 15, 2014. If ABC Partners was a fiscal year taxpayer, then it would submit pass-through entity 
owner payments by the estimated tax payment due dates for that fiscal tax year instead. At the end of its tax year, 
ABC Partners will submit an annual report. Since it has no changes to account for, it will show $9,281 of each 
quarterly payment belongs to Rachel and $6,188 of each quarterly payment belongs to E&A Inc.¶ 
[Publications: Publications referenced are available from the agency.] 
Statutory/Other Authority: ORS 305.100 
Statutes/Other Implemented: ORS 314.781
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ADOPT: 150-314-0521

RULE SUMMARY: Provide guidance to partnerships and S corporations electing to be liable for and pay the pass-

through entity elective tax, which is available on a calendar-year basis only, with regard to making estimated tax 

payments and calculating interest on an underpayment of estimated tax.

CHANGES TO RULE: 

150-314-0521 
Pass-through entity elective tax: Estimated tax; interest on underpayment of estimated tax; waiver of 
underpayment interest for individual members. 
(1) Definitions.¶ 
(a) "PTE-E tax" means the pass-through entity elective tax that may be paid by an electing pass-through entity 
pursuant to 2021 Oregon Laws Chapter 589, as amended by 2022 Oregon Laws Chapter 82.¶ 
(b) "Electing entity" means a pass-through entity that elects or plans to elect to pay the PTE-E tax.¶ 
(c) "Distributive income" means the income of an electing entity from Oregon sources that will be distributed to 
members and used to calculate the PTE-E tax.¶ 
(d) "Calendar year" means a twelve-month year beginning on January 1 and ending on December 31.¶ 
(e) "Tax year" means the twelve-month year that an electing entity uses for accounting purposes. A tax year may 
be a calendar year or a year that ends in a month other than December.¶ 
(f) "Required annual payment" means the total amount of required estimated PTE-E tax to be paid by an electing 
entity for the tax year for which an election will be made.¶ 
(g) "Required installment payment" means the amount of the payment that is due for each of the four payment 
periods for the calendar year for which the election will be made.¶ 
(h) "Installment period" means the portion of the tax year consisting of the following months:¶ 
(A) The first installment period consists of the first three months of the tax year.¶ 
(B) The second installment period consists of the fourth and fifth months of the tax year.¶ 
(C) The third installment period consists of the sixth, seventh, and eighth months of the tax year.¶ 
(D) The fourth installment period consists of the ninth, tenth, eleventh, and twelfth months of the tax year.¶ 
(i) "Payment period" means the portion of the calendar year consisting of the following months:¶ 
(A) The first payment period is January, February, and March.¶ 
(B) The second payment period is April and May.¶ 
(C) The third payment period is June, July, and August.¶ 
(D) The fourth payment period is September, October, November, and December.¶ 
(j) "Underpayment" means the excess of the required installment amount over the amount paid on or before the 
due date for that installment.¶ 
(k) "Underpayment period" means the period of time that runs from the date a required installment payment was 
due to the earlier of the due date of the PTE-E tax return (without extensions) or, with respect to any portion of 
the underpayment, the date the underpaid amount is paid.¶ 
(2) Electing entities must make payments of estimated PTE-E tax if the tax to be shown on the electing entity's 
return will be $1,000 or more. ¶ 
(3) The due dates for making estimated payments of PTE-E tax are the same as the due dates for making estimated 
payments of personal income tax under ORS 316.579(2), for the calendar year for which the election will be 
made.¶ 
(4) The amount of estimated PTE-E tax to be paid is calculated using the sum of the electing entity's distributive 
proceeds from Oregon sources for the tax year that ends during the calendar year for which the election will be 
made.¶ 
(5) To determine the amount of estimated PTE-E tax to be paid, the electing entity must first determine the 
required annual payment, then determine the amount of the required installment payments.¶ 
(a) The required annual payment is the lesser of:¶ 
(A) Ninety percent of the PTE-E tax shown on the return for the calendar year for which the election is made; or¶ 
(B) One hundred percent of the tax shown on the electing entity's PTE-E tax return for the prior year, if the 
election to pay PTE-E tax was made for the prior calendar year and the prior tax year consisted of 12 months. ¶ 
(b) The required installment payment amount is the lesser of the amounts determined using the regular 
installment method or the annualized income installment method.¶ 
(A) Regular installment method: Each regular installment payment is 25 percent of the required annual payment.¶ 
(B) Annualized income installment method: The required annualized income installment payment is the 
"applicable percentage" of the required annual payment, minus the amount of any required installments for prior 
periods of the same year. The applicable percentages are:¶ 
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(i) 22.5 percent for the first installment period;¶ 
(ii) 45 percent for the first and second installment periods;¶ 
(iii) 67.5 percent for the first, second, and third installment periods; and¶ 
(iv) 90 percent for the first through fourth installment periods.¶ 
(c) If an electing entity uses the annualized income installment method to determine a required installment 
payment, the difference between that amount and the amount that would have been due if the regular installment 
method had been used must be added to the regular installment payment for the subsequent period.¶ 
(6) An electing entity that uses a tax year other than a calendar year for accounting purposes calculates the 
required annual payment and required installment payments using the installment periods of its tax year.¶ 
Example 1: ABC Enterprises, a partnership, is an electing entity that uses the 12-month year beginning on May 1 
and ending on April 30 for accounting purposes. ABC will make the election for calendar year 2023. ABC 
determines that it will have $830,800 in distributive income for the tax year that begins May 1, 2022 and ends 
April 30, 2023. It calculates $80,000 in tax using the PTE-E rates and determines that its required annual payment 
is $72,000 ($80,000 x 0.90). ABC's regular installment amount is 25 percent of its annual required payment, or 
$18,000 ($72,000 x 0.25). It pays $18,000 on April 18, 2023 for its first installment period ending July 31, 2022; 
$18,000 on June 15, 2023 for its second installment period ending September 30, 2022; $18,000 on September 
15, 2023 for its third installment period ending December 31, 2022; and $18,000 on January 16, 2024 for its 
fourth installment period ending April 30, 2023.¶ 
Example 2: Same facts as in example 1, but ABC didn't receive its distributive income evenly throughout the tax 
year. It received $180,000 during the first installment period (May through July), $100,300 during the second 
installment period (August and September), $220,000 during the third installment period (October through 
December), and $330,500 during the fourth installment period (January through April). ABC calculates its 
required installment payments using the annualized income installment method. ¶ 
ABC annualizes the $180,000 in income for the first installment period by multiplying it by 4 (3 months x 4 = 12 
months), for $720,000 in annualized income ($180,000 x 4). ABC applies the PTE-E tax rates and determines that 
the tax on the annualized income is $69,030. It then multiplies the tax by 22.5 percent to arrive at $15,532 
($69,030 x 0.225) for the first period annualized income installment payment. This amount is smaller than the 
$18,000 regular installment amount, so ABC pays $15,532 on April 18, 2023.¶ 
For its second installment payment, ABC annualizes the income received during the first and second installment 
periods (a total of five months) by multiplying the $280,300 received ($180,000 + $100,300) by 2.4 (5 months x 
2.4 is approximately 12 months). The annualized income is $672,720 ($280,300 x 2.4). ABC determines that the 
PTE-E tax on the annualized income is $64,349. It multiplies the tax by 45 percent to arrive at $28,957 ($64,349 x 
0.45), then subtracts the amount of the first installment payment to arrive at an annualized income installment 
payment of $13,425 ($28,957 - 15,532) for the second period. Next, ABC finds the excess regular installment 
amount for the first period, which is the difference between the regular installment amount and the installment 
payment for the first period, which is $2,468 ($18,000 - 15,532). ABC adds the $2,468 from the first period to the 
$18,000 regular installment amount, for a total regular installment for the second period of $20,468 ($18,000 + 
2,468). This amount is larger than the $13,425 annualized income installment amount, so ABC will pay the 
annualized income installment amount for the second period. ABC pays $13,425 on June 15, 2023. ¶ 
For its third installment payment, ABC annualizes the income received during the first three installment periods (a 
total of eight months) by multiplying $500,300 ($180,000 + 100,300 + 220,000) by 1.5 (8 months x 1.5 = 12 
months), for annualized income of $750,450 ($500,300 x 1.5). It calculates $72,045 in PTE-E tax on this amount. 
ABC multiplies the tax by 67.5 percent to arrive at $48,630 ($72,045 x 0.675). It then subtracts the first two 
installment payments from this amount to arrive at the annualized income installment amount of $19,673 
($48,630 - 15,532 - 13,425) for the third period. Next, to the $18,000 regular installment amount, ABC adds the 
difference between the regular installment amount and the installment payment amount for each of the two prior 
periods: $2,468 for the first period ($18,000 - 15,532) plus $7,043 for the second period ($20,468 - 13,425), for a 
total regular installment of $27,511 ($18,000 + 2,468 + 7,043) for the third period. This is larger than the $19,673 
annualized income installment amount, so ABC pays the annualized income installment amount for its third 
installment payment on September 15, 2023. ¶ 
For its fourth installment payment, ABC subtracts the first three installment payments, totaling $48,630 ($15,532 
+ 13,425 + 19,673) from the $72,000 annual required payment, arriving at the remaining payment amount of 
$23,370 ($72,000 - 48,630). It pays this amount on January 16, 2024.¶ 
(7) Interest on an underpayment of estimated tax will accrue at the rate established under ORS 305.220 on any 
unpaid portion of a required installment payment for the underpayment period. ¶ 
Example 3: Same facts as example 2, but instead of making the payment for the second installment period on June 
15, 2023, ABC makes the payment on August 14, 2023. ABC will owe underpayment interest for the 60-day 
underpayment period that the $13,425 installment remained unpaid. ¶ 
(8) Estimated tax payments may be refunded upon request by an electing entity that makes one or more estimated 
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PTE-E tax payments but ultimately does not elect to be liable for and pay the PTE-E tax. The refund request shall 
contain information and be in the form prescribed by the Department of Revenue.¶ 
(9) Interest shall be computed at the rate established under ORS 305.220 on a refund of estimated PTE-E tax 
payments starting 45 days after the date the return or request for refund is filed, or 45 days after the due date of 
the return (without extension), whichever is later.¶ 
(10) If an electing entity pays at least 90 percent of the tax shown on the PTE-E tax return before the return is 
filed, an individual member of the electing entity (or of an entity that is a member of the electing entity) who does 
not make estimated payments of personal income tax on the member's share of distributive proceeds from the 
electing entity may request that interest on such underpayment be waived in the manner prescribed by the 
department. 
Statutory/Other Authority: ORS 305.100 
Statutes/Other Implemented: 2021 Oregon Laws, Chapter 589, 2022 Oregon Laws, Chapter 82, Section 4
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ADOPT: 150-314-0522

RULE SUMMARY: Provide guidance to fiscal-year partnerships and S corporations electing to be liable for and pay the 

pass-through entity elective tax, which is available on a calendar-year basis only.

CHANGES TO RULE: 

150-314-0522 
Pass-through entity elective tax: Electing entities using a fiscal year; when addition and credit claimed by member. 
(1) The pass-through entity elective tax (PTE-E tax) is available on a calendar-year basis for tax years beginning on 
or after January 1, 2022 and before January 1, 2024. ¶ 
(2) Partnerships and S corporations (and limited liability companies (LLCs) electing to be taxed as partnerships or S 
corporations) that use a fiscal year other than a calendar year for accounting purposes under section 441 of the 
Internal Revenue Code may elect to be liable for and pay the PTE-E tax for the calendar year that includes the last 
day of the electing entity's fiscal year.¶ 
Example 1: Sunbrook Farms, Inc., an S corporation, uses a fiscal year beginning May 1 and ending April 30 for 
accounting purposes. Sunbrook may elect to pay the PTE-E tax for the 2023 or 2024 calendar years. If it makes the 
election for calendar year 2023, it will calculate the PTE-E tax based on its income for the fiscal year that begins 
May 1, 2022 and ends April 30, 2023. If it makes the election for calendar year 2024, it will calculate the PTE-E tax 
based on its income for the fiscal year that begins May 1, 2023 and ends April 30, 2024. ¶ 
Example 2: Willows LLC, which elects to be taxed as a partnership, uses a fiscal year beginning August 1 and 
ending July 31. Willows wants to make the PTE-E tax election for calendar year 2022, for its fiscal year ending in 
2022. Because its 2022 tax year begins before January 1, 2022, the election is not available. Willows must wait 
until calendar year 2023 to make the election for its fiscal year that begins after January 1, 2022 and ends in 
2023.¶ 
Example 3: Watson and Creek, a partnership, wants to make the PTE-E tax election. The partnership has been 
using a fiscal year beginning April 1 and ending March 31 for accounting purposes. In 2022, a change in partners 
holding a majority interest requires Watson and Creek to adopt a different tax year. As of January 1, 2023, the 
partnership will use a calendar year for accounting purposes. The partnership has a short tax year for 2022 that 
begins April 1, 2022 and ends December 31, 2022. Watson and Creek can make the PTE-E tax election for 
calendar year 2022 because their short tax year begins after January 1, 2022 and the last day of the short tax year 
is included in calendar year 2022. ¶ 
(3) A personal income taxpayer who is a member of an electing entity, or of an entity that is a member of an 
electing entity, will report the taxpayer's distributive share of the following items on the personal income tax 
return filed for the tax year of the taxpayer that includes the last day of the electing entity's fiscal year:¶ 
(a) The addition for PTE tax deducted under section 164 of the Internal Revenue Code on a federal return filed by 
the electing entity for the entity's fiscal year.¶ 
(b) The credit against tax due under ORS chapter 316 for the PTE-E tax paid by the electing entity for the calendar 
year for which it makes the election.¶ 
Example 4: Rebecca is a shareholder in Sunbrook Farms, Inc., the S corporation from Example 1. Sunbrook elects 
to pay the PTE-E tax for calendar year 2024. On her 2024 Oregon personal income tax return, Rebecca will report 
her distributive share of income from Sunbrook's 2024 fiscal year in the usual manner. She will report an addition 
for her share of the PTE-E tax deducted by Sunbrook on its federal return for fiscal year 2024. Rebecca will also 
claim the credit for her share of the PTE-E tax paid by Sunbrook for calendar year 2024. 
Statutory/Other Authority: ORS 305.100 
Statutes/Other Implemented: 2021 Oregon Laws, Chapter 589, 2022 Oregon Laws, Chapter 82, Section 3
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AMEND: 150-316-0043

RULE SUMMARY: Program is proposing to amend rule 150-316-0043 to align with statute and changes by SB727 

(2021).

CHANGES TO RULE: 

150-316-0043 
Qualified Business Income Reduced Tax Rate (QBIRTR) 
(1) Definitions. For purposes of ORS 316.043 and this rule:¶ 
(a) "Employee" means an individual in the service of another under any contract of hire, express or implied, oral or 
written, where the person for whom the service is performed has the power or right to control and direct the 
individual in the material details of how the work is to be performed.¶ 
(b) "Disregarded Entity" means an entity with only one owner that is not recognized for tax purposes as an entity 
separate from its owner.¶ 
(c) "Independent contractor" is a person who performs services for another but is not an employee. ¶ 
(d) "Original return" is the first return filed for the tax year or the latest subsequent return filed by the due date of 
the return. If a timely extension was filed, the due date is the extended due date.¶ 
(2) Timing of Election. The Qualified Business Income Reduced Tax Rate (QBIRTR) is irrevocable and must be 
made on the original return filed on or before the due date with regard to extensions. ¶ 
Example 1: Rocky filed his original tax year 2018 return on March 1, 2019 and didn't elect the QBIRTR or file an 
extension. He files an amended tax year 2018 return on April 12, 2019 and makes the election for the QBIRTR. His 
amended return was filed by the due date and will be treated as the original return.¶ 
Example 2: Jenna filed her original tax year 2018 return on March 12, 2019 and didn't elect the QBIRTR or file an 
extension. She files an amended tax year 2018 return on May 2, 2019 and elects the QBIRTR. The QBIRTR will be 
denied since the amended return was filed after the due date of April 15, 2019, and she didn't file an extension. ¶ 
Example 3: Rod filed his original tax year 2018 return on May 3, 2019 and elects the QBIRTR. The QBIRTR 
election will be allowed because it was made on his original return. ¶ 
Example 4: Sol filed his original tax year 2018 return on a timely filed extension on May 1, 2019 and didn't elect 
the QBIRTR. He files an amended tax year 2018 return on October 15, 2019 and makes the QBIRTR election. His 
amended return will be treated as the original return for purposes of the QBIRTR since it was filed by the 
extended due date. ¶ 
(3) Multi-tiered Entities. If a partnership or S corporation is an upper-tier partner in a lower-tier partnership and 
the lower-tier partnership meets the employee requirement, nonpassive income from the lower-tier partnership 
that passes through to the upper-tier entity and in turn to a partner or shareholder of the upper-tier partnership 
or S corporation may qualify for the QBIRTR, so long as the partner or shareholder of the upper-tier entity 
materially participates in the lower-tier partnership's trade or business and makes an election on the partner or 
shareholder's original return. ¶ 
Example 5: Elaine is the sole shareholder of an S corporation. Sadie is the sole shareholder of an S corporation. The 
two S corporations each have a 50% ownership in a partnership. Elaine and Sadie both materially participate in the 
partnership, and the partnership employs ten full-time employees in Oregon. Elaine and Sadie receive a 
distributive share of nonpassive income from the partnership that passes through to their respective S 
corporations. They also receive a salary as reasonable compensation for the work performed for the partnership. 
The distributive share of nonpassive income they receive from the partnership (as passed through to them from 
their respective S corporations) qualifies for the QBIRTR since the partnership also meets the employee 
requirement. However, the salary received from the partnership does not qualify for the QBIRTR since salaries 
are not nonpassive income.¶ 
(4) Employees of disregarded entities are treated as employees of the owner of the disregarded entities.¶ 
Example 6: Arlene receives a K-1 from Holding Company, a multiple-member LLC treated as a partnership for 
income tax purposes. Holding Company owns 100% of three subsidiary LLCs which are all disregarded entities. 
Two of the three subsidiary LLCs own rental real estate. The third subsidiary LLC manages the rental real estate 
and is paid a management fee from the other two subsidiary LLCs. The third subsidiary LLC employs several full-
time non-owner employees who provide the property management services. Because the subsidiary LLCs are 
disregarded entities, they do not file separate returns, and their activity is reported on the return of Holding 
Company. The employees of the third subsidiary LLC are treated as the employees of Holding Company for 
purposes of ORS 316.043. Assume that Arlene is a real estate professional who materially participates in the 
activity of Holding Company and that she makes an election to claim the QBIRTR on her original return. The rental 
income of Holding Company that passes through to Arlene as reported on the K-1 is treated as nonpassive 
income.¶ 
Example 7: An S corporation meets the employee requirement and has two shareholders - a grantor trust and a 
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Qualified Subchapter S Trust (QSST). The S corporation issues K-1s to and in the name of the grantor trust and 
QSST. The grantor trust and QSST then issue grantor letters to the grantor of the grantor trust and the income 
beneficiary of the QSST. The grantor letters reflect the S corporation income which is reportable on the individual 
return of the grantor of the grantor trust and the income beneficiary of the QSST. Both the grantor of the grantor 
trust and the income beneficiary of the QSST materially participate in the S corporation. Because the owners 
materially participate and the S corporation meets the employee requirement, the nonpassive income qualifies for 
the QBIRTR since it is attributable to the S corporation.¶ 
(5) Employee Requirement. ¶ 
(a) Leased employees include workers who are paid by a professional employer organization (PEO) that enters 
into a contract with a contracting company. The workers subsequently perform their services for the contracting 
company, which has the right to control and direct the leased employee in the material details of how the work is 
to be performed. The contracting company pays the PEO amounts of wages and other benefits due the workers, 
plus a fee for the PEO's services. The PEO directly pays the workers' wages for the services performed for the 
contracting company. Since the employees are performing services as employees for the contracting company and 
the contracting company is a common law employer responsible for paying their wages, these employees may be 
included as employees of the contracting company for purposes of the QBIRTR. ¶ 
Example 8: A partnership contracts with a PEO to employ three employees at the partnership's place of business. 
The employees each work 30 hours per week for the partnership for forty weeks during the year. The partnership 
directs the leased employees in the material details of how the work is performed. The partnership makes 
payments to the PEO, which in turn pays the employees' wages. The employees' hours can be used to qualify the 
partnership for the QBIRTR. The PEO, assuming they were also a partnership, s corporation, or sole proprietor, 
may not use those employee's hours working for the partnership to claim the QBIRTR.¶ 
Example 9: Partnership A and Partnership B are controlled by the same individual, who owns a majority of the 
interests in each partnership. Partnership A has three full-time employees in Oregon. Partnership B has six full-
time employees in Oregon. Partnership B handles all of the HR-related functions for both partnerships, and the 
employees of Partnership A receive their wages from Partnership B, including Forms W-2. Partnership A 
reimburses Partnership B for all employment related expenses. Partnership A meets the employee requirement 
since it controls the material details of how the work is performed, not Partnership B.¶ 
(b) Persons performing services for another not as employees, but as independent contractors may not be used to 
qualify for the QBIRTR.¶ 
Example 10: A partnership contracts with an accountant for payroll and tax services. The accountant is paid for 
her services as an independent contractor and the work is performed according to her own methods. In this case, 
the accountant does not qualify as an employee for the QBIRTR.¶ 
Example 11: A partnership contracts with a management company to provide management services for the 
partnership. The management company performs the management services in accordance with its own methods 
and is paid for those services as an independent contractor. The employees of the contracted management 
business cannot be used to qualify the partnership for the QBIRTR. The management company, assuming they 
were also a partnership, s corporation, or sole proprietor, employees may be considered in determining whether 
the management company qualifies for the QBIRTR.¶ 
(c) Each employee must work thirty hours per week. One may not aggregate employees who work the same 
position.¶ 
Example 12: Partnership C has two part-time employees, each of whom works 20 hours per week in a job share 
position. Since neither employee individually works at least 30 hours per week, their hours may not be combined 
to qualify for the QBIRTR. ¶ 
(6) Individuals. All members are pass-through entities subject to the personal income tax imposed by ORS chapter 
316 and have elected to pay the pass-through business alternative income tax. The pass-through entity will have 
an addition in their Oregon tax in order to be considered for the QBIRTR and a tax credit may be taken by the 
individual for taxes paid by the entity. 
Statutory/Other Authority: ORS 305.100 
Statutes/Other Implemented: ORS 316.043
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AMEND: 150-316-0084

RULE SUMMARY: Program is proposing to amend rule 150-316-0084 to align with statute and changes by SB727 

(2021).

CHANGES TO RULE: 

150-316-0084 
Credit for Income Taxes Paid to Another State - Computation ¶ 
 
(1) General: This rule explains the computation of the credit for taxes paid to another state on mutually taxed 
income.¶ 
(a) Residents: An Oregon resident is allowed a credit for taxes paid to another state on mutually taxed income if 
the other state does not allow the credit. See section (3) of this rule for information on calculating the credit for an 
Oregon resident.¶ 
Example 1: Bob, an Oregon resident, receives partnership income derived from Virginia sources and joins in a 
multiple nonresident filing with that state. If Virginia does not allow a credit for taxes paid to Oregon on the 
multiple nonresident tax return, then Bob may claim a credit on the Oregon resident return.¶ 
Example 2: Elizabeth, an Oregon resident, receives income from California property. Because California allows 
Oregon residents to claim a credit for mutually taxed income on the California nonresident return, Elizabeth is not 
allowed to claim the credit on the Oregon resident return.¶ 
(b) Nonresidents: Under ORS 316.131, an Oregon nonresident is allowed the credit if the state of residence allows 
Oregon residents to claim a credit for mutually taxed income on the nonresident return filed with that state. See 
section (4) of this rule for information on calculating the credit for an Oregon nonresident.¶ 
(c) Part-year residents: A person who is a resident for a part of the taxable year and a nonresident for the rest of 
the year figures the credit under section (3) of this rule for the portion of the year the individual was a resident and 
under section (4) of this rule for the nonresident portion of the year.¶ 
(2) Definitions. For purposes of this rule, the following definitions apply:¶ 
(a) "Adjusted gross income" means federal adjusted gross income as defined in the Internal Revenue Code section 
62 and the corresponding regulations.¶ 
(b) "Modified adjusted gross income" means adjusted gross income as modified under ORS Chapter 316, but only 
as to items related to federal adjusted gross income.¶ 
(c) "Items related to federal adjusted gross income" means items of income, gain, loss, exclusion or deduction that 
are used to arrive at federal adjusted gross income. It does not include items that are unrelated to determining 
federal adjusted gross income, such as the federal income tax subtraction under ORS 316.695 or the additional 
medical expense deduction provided by ORS 316.695(1)(d)(B).¶ 
Example 3: Jon, an Oregon resident, has $40,000 of adjusted gross income, including $10,000 of rental income 
taxed both by Oregon and another state. Jon also receives a lump-sum distribution of $8,000 from a private 
pension plan. Because Jon chooses to use the 5-year averaging method to compute federal tax on the distribution, 
the $8,000 is not included in his adjusted gross income of $40,000. Jon computes modified adjusted gross income 
as follows:¶ 
$40,000 - Adjusted Gross Income¶ 
(5,000) - Less - U.S. Bond Interest¶ 
(2,000) - Less - Civil Service Retirement (pre 10/1/1991 service)¶ 
17,000 - Add - California Municipal Bond Interest¶ 
8,000 - Add - Pension distribution¶ 
$58,000 - Modified Adjusted Gross Income¶ 
(d) "Mutually taxed income" means that portion of modified adjusted gross income that is both reported to and 
taxed by Oregon and another state.¶ 
Example 4: Matt, an Oregon resident, reports adjusted gross income of $21,000, including gain on the sale of 
Hawaii property of $5,000. For Hawaii tax purposes, the $5,000 gain is increased by a basis adjustment of $250. 
For Oregon tax purposes, the gain is reduced by a basis adjustment of $1,000. Matt's modified adjusted gross 
income is $20,000, ($21,000 of adjusted gross income less the $1,000 Oregon basis adjustment.) The mutually 
taxed income is $4,000 ($5,000 gain on sale of Hawaii property less the $1,000 Oregon basis adjustment), which is 
the amount of modified adjusted gross income that is taxed by both Hawaii and Oregon.¶ 
Example 5: Assume the same facts as Example 4, except that both Hawaii and Oregon require a basis adjustment 
that increases the gain by $1,000. In this case, the mutually taxed income is $6,000 ($5,000 gain on sale of Hawaii 
property plus the $1,000 basis adjustment for both Oregon and Hawaii.)¶ 
Example 6: Verne, an Oregon resident, sold property that he owned in Colorado for a gain of $128,000. On 
Verne's Oregon resident return, Oregon allowed $100,000 of losses against the $128,000 of income. Colorado 
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did not allow the losses to be offset or deducted because the losses were not Colorado-sourced losses. Thus, 
Colorado taxed the entire $128,000 gain. The amount of mutually taxed income is $28,000 because that is the 
amount of gain upon which tax is actually calculated by both states.¶ 
(e) "Total income on the return of the other state" means the other state's taxable income plus any amounts 
subtracted for itemized deductions, a standard deduction, or exemptions.¶ 
(f) "Net tax" means state income tax liability (whether Oregon or the other state) after all credits except the credit 
for taxes paid to another state and pass-through entity elective tax credit.¶ 
(g) "Oregon tax based on mutually taxed income" means that portion of Oregon net tax that is attributable to 
mutually taxed income. It is figured using this formula:¶ 
(A  B) x C = D, where¶ 
A = mutually taxed income¶ 
B = modified adjusted gross income¶ 
C = Oregon net tax¶ 
D = Oregon tax based on mutually taxed income.¶ 
(h) "Other state's tax based on mutually taxed income" means that portion of net tax of the other state that is 
attributable to mutually taxed income. It is figured using this formula:¶ 
(A  E) x F = G, where¶ 
A = mutually taxed income¶ 
E = total income on the return of the other state¶ 
F = other state's net tax¶ 
G = other state's tax based on mutually taxed income.¶ 
(3) Computing the credit for an Oregon resident. An Oregon resident figures the credit as the lesser of:¶ 
(a) The Oregon tax based on mutually taxed income; or¶ 
(b) The tax actually paid to the other state.¶ 
Example 7: Jim's modified adjusted gross income of $40,000 includes rental income taxed to Idaho and Oregon of 
$4,000. His Oregon net tax is $2,000 and his Idaho net tax (not including the Idaho Building Fund tax) is $100. Jim 
figures his allowable credit as follows:¶ 
(Mutually taxed income  modified adjusted gross income) x net Oregon tax = Oregon tax based on mutually taxed 
income.¶ 
($4,000  40,000) x $2,000 = $200¶ 
Jim's allowable credit is $100, which is the lesser of the Oregon tax based on mutually taxed income or the income 
tax actually paid to Idaho of $100.¶ 
(4) Computing the credit for a nonresident. The credit allowed to a nonresident is the lesser of the following 
amounts:¶ 
(a) Oregon tax based on mutually taxed income (as defined under (2)(g));¶ 
(b) The other state's tax based on mutually taxed income (as defined under (2)(h));¶ 
(c) The tax actually paid to the other state; or¶ 
(d) Oregon net tax.¶ 
Example 8: Dieter is a California resident with total income of $50,000 sourced to Oregon and Idaho. He files an 
Oregon nonresident return reporting $20,000 of income and $1,800 of tax; an Idaho nonresident return reporting 
$30,000 of income and $2,700 of tax; and a California resident return reporting $50,000 of income and $4,000 of 
tax. Dieter figures his allowable credit as follows:¶ 
(a) Oregon tax based on mutually taxed income equals $1,800 [($20,000  20,000) x 1,800 = $1,800].¶ 
(b) California tax based on mutually taxed income equals $1,600 [($20,000  50,000) x 4,000 = $1,600].¶ 
(c) Tax actually paid to California equals $4,000.¶ 
(d) Oregon net tax equals $1,800.¶ 
Dieter's credit on the Oregon nonresident return is $1,600, which is the lesser of these amounts.¶ 
(5) Special Filing Status. Filing status may affect the computation of the credit allowed by ORS 316.082. If a 
husband and wife file separate returns for Oregon and also file separate returns for another state, the credit is 
limited. Each spouse may claim only his or her portion of the actual taxes he or she paid to the other state (subject 
to all other limitations provided under this rule) in computing the allowable credit.¶ 
(6) If one spouse is a resident of Oregon and the other is a resident of a community property state and files a 
separate return in that state, the Oregon resident may be entitled to a credit for taxes paid to the other state on 
mutually taxed income. For purposes of this rule, the mutually taxed income is that which is earned and reported 
to the other state by the nonresident but included in the income of the Oregon resident by virtue of the laws of the 
community property state. The amount of the other state's tax paid on mutually taxed income is determined using 
the following ratio:¶ 
(Separate spouse's mutually taxed income  total income on other state's return) x other state's net tax.¶ 
Example 9: Bruce is an Oregon resident; his wife, Sue, is an Idaho resident. Each files a separate state tax return for 
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Oregon. If Idaho, as a community property state, finds that each spouse has a one-half interest in the earnings of 
the other spouse, then Bruce is considered to have earned one-half of Sue's earnings. Under Oregon law, Bruce is 
taxable by Oregon on all of his individual earnings, plus his one-half interest in Sue's earnings. Because Bruce is 
being taxed by Idaho and Oregon on the same item of income, he is entitled to claim a credit on the Oregon tax 
return based on the mutually taxed income.¶ 
(7) If a husband and wife file a joint return for Oregon, the entire amount of taxes either or both spouse paid to the 
other state (subject to all other limitations provided under this rule) may be claimed for purposes of computing the 
credit allowed under this statute. It does not matter which filing status the taxpayers use for the other state.¶ 
(8) If a husband and wife file separate returns for Oregon but file a joint return for another state, the allowable 
credit is limited as follows. Each spouse may claim a credit for taxes paid to another state (subject to all other 
limitations provided under this rule) based on the following ratio:¶ 
(Separate spouse's mutually taxed income  total income on other state's return) x other state's net tax.¶ 
Example 10: Mark and Beth are part-year residents who elect to file separate Oregon returns and a joint Idaho 
return. Mark has $2,000 income taxed by both Oregon and Idaho and Beth has $8,000 income taxed by both 
Oregon and Idaho. The total income taxed by Idaho is $40,000 and the total Idaho income tax liability is $2,400. 
The amount of Idaho taxes Mark may use in computing his credit is $120 ($2,000  $40,000 x $2,400). The amount 
of Idaho taxes Beth may use in computing her credit is $480 ($8,000  $40,000 x $2,400). 
Statutory/Other Authority: ORS 305.100 
Statutes/Other Implemented: ORS 316.082
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