
Oregon voters recently passed Measures 66 and 67, thereby confirming increases in Oregon taxes that were passed by the Oregon Legislature in 2009.  We have received many questions on this subject, and so we are providing this general summary for everyone who wants to know how these important changes will affect them and their businesses in Oregon.  We are here to help you deal with the impact of these changes, so if you have specific questions or concerns, please contact our firm at (503) 227-0519 or at info@maginnis-carey.com
IMPLICATIONS FOR BUSINESS – MEASURE 67
How does the passage of Measure 67 affect my business?

The effect of this measure depends on the type of your business entity.  The following describe the changes, by entity type:

1.) Creates a second tier tax rate on C corporations.

2.) Increases the minimum excise tax on C corporations and S corporations.

3.) Implements a new $150 minimum tax on partnerships and LLCs that are treated as partnerships.
These changes are effective starting with the year ended December 31, 2009.

C corporations 
Q:  How do you calculate the tax on a C corporation with the new second tier tax rate?

A:  For the 2009 and 2010 tax year, C corporations will pay 6.6% on taxable income of up to $250,000 and then 7.9% on all taxable income above $250,000.  For tax years 2011 and 2012 this second tier tax rate decreases to 7.6%.  In 2013 and all future years the 6.6% tax rate applies to taxable income up to $10,000,000, with any additional amounts being taxed at the second tier tax rate of 7.6%. 

Q:  How does the new minimum excise tax on C corporations work?

A:  The new minimum excise tax is calculated based upon the C corporation’s annual Oregon sales (revenues).  It is an alternative minimum tax, in that the C corporation is required to pay the greater of the excise tax on net income or the minimum excise tax on sales.  Therefore, a company with low Oregon taxable income relative to sales, or a current year loss, or no taxable income due to the utilization of a tax loss carried forward from a prior year, will now pay this new minimum excise tax, instead of the prior minimum tax of $10.  See the table below:  
	 Oregon sales 
	 Minimum tax

	 under $500,000
	 $150

	 $500,000 to $999,999
	 500

	 $1,000,000 to $1,999,999
	 1,000

	 $2,000,000 to $2,999,999
	 1,500

	 $3,000,000 to $4,999,999
	 2,000

	 $5,000,000 to $6,999,999
	 4,000

	 $7,000,000 to $9,999,999
	 7,500

	 $10,000,000 to $24,999,999
	 15,000

	 $25,000,000 to $49,999,999
	 30,000

	 $50,000,000 to $74,999,999
	 50,000

	 $75,000,000 to $99,999,999
	 75,000

	 $100,000,000 and above
	 100,000


C corporations doing business only within Oregon will calculate Oregon sales by adding: 

· Gross receipts from sales of inventory (less returns and allowances), equipment, and other assets; 

· Gross rent and lease payments received; 

· Gross receipts from the performance of services; and 

· Gross receipts from the sale or lease of intangible property if they are part of the corporation's primary business, or 

· Net gains from the sale of intangible property if they are not part of the corporation's primary business.
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S corporations

This measure increases the minimum excise tax from $10 to $150.  S Corporations are not subject to the graduated new minimum excise tax or the higher tax rates, as the income “flows through” to the individual income tax returns. The effect on individual taxes is summarized below.

Partnerships and LLCs or LLPs treated as partnerships
This measure will require all entities which are taxed as partnerships to pay a flat amount of $150.

Sole Proprietorships
Sole proprietorships (i.e. Schedule C filers) are not currently subject to a minimum tax and passage of this measure does not change that.  
IMPLICATIONS FOR INDIVIDUALS – MEASURE 66

Q: How much more will I have to pay due to the passage of Measure 66?

A: Whether or not you have to pay more Oregon income tax depends on both your taxable income and your adjusted gross income.

 The passage of this measure creates the following changes to the personal income tax:

1.) Increases the top marginal rate for taxpayers with taxable income above certain thresholds

2.) Phases out the allowable maximum federal tax subtraction for taxpayers with adjusted gross income above certain thresholds

Q:  How do the changes to the top marginal rate work?


A:  The measure increases the tax rate on taxable income between $250,000 and $500,000 from 9% to 10.8% and on taxable income above $500,000 to 11%. (For single taxpayers, the amounts are halved to between $125,000 and $250,000).  These rates will be in effect for the 2009 through 2011 tax years.  For tax years 2012 and forward the 10.8% and 11% rates will be reduced to 9.9%. 

· New marginal tax rates (tax years 2009, 2010, and 2011)

· Taxable income above $125,000 ($250,000 joint) but not more than $250,000 ($500,000 joint) will be taxed at 10.8 percent

· Taxable income above $250,000 ($500,000 joint) will be taxed at 11 percent

· New marginal rates (tax years 2012 and forward)

· Taxable income above $125,000 ($250,000 joint) will be taxed at 9.9 percent

Q:  How do you calculate the subtraction for Federal tax on an Oregon return under the new rules?

A:  All Oregon taxpayers are allowed to subtract their Federal tax up to a maximum of $5,850 on a joint return. This measure phases out (reduces) the maximum allowable Federal tax subtraction for certain taxpayers.  The phase out begins for joint filers with an adjusted gross income of at least $250,000 and is completed for adjusted gross incomes of $290,000. (For single taxpayers, the adjusted gross income phase out range is between $125,000 and $145,000).

A summary of the effect of these changes is as follows:
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MISCELLANEOUS OTHER CHANGES

Q.  Are there any other increases in the costs of doing business in Oregon?

A.  Yes, there are higher filing fees for forming and maintaining business entities in Oregon, for UCC filings and for applications to be a notary public.
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