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Executive summary

This report estimates the impact of state and local policy changes on Oregon business taxes since
January 2019 using tax data reported in Oregon and Portland-area government financial reports from
FY19 to FY23.1 The analysis includes various taxes borne by businesses, such as property, corporate
income, gross receipts, payroll, and excise taxes.2

Key findings of the analysis include:

 Oregon state business taxes increased by $3.4 billion between FY19 and FY23. Oregon’s state
effective business tax rate of 2.8% is above the nationwide average of 2.5% and reflects a 33%
increase from FY19.

 Portland businesses are estimated to have experienced an 82% increase in local taxes since
FY19. Overall, local taxes in Oregon are 2.1% of economic activity, which is at the US average,
but higher than all geographic peer states except California.

 Combined state and local business tax collections as a share of Oregon economic activity is
estimated to be 4.9% in FY23, which is an 18% increase from FY19 and higher than the US state
average of 4.7%.

Since January 2020, there have been four major state tax changes enacted in Oregon, summarized in
Table ES-1. Three of the state tax changes increased business taxes while one reduced the personal
income tax, and therefore reduced the taxes paid on pass-through business income by business owners.

Table ES-1. Summary of state business tax changes analyzed in this study

State tax change Short description
Effective

date

Business
share

(FY23)
Corporate activity
tax

$250 + 0.57% of taxable gross receipts (over $1
million) 1/1/20 100%

Personal income tax
Reduction in rates for three lower brackets to
4.75%, 6.75%, and 8.75%. Business share change is
due to taxation of pass-through income

1/1/20 9%

Health premium
assessment

Extension of tax and rate increase from 1.5% to
2.0% 1/1/20 100%

Paid leave payroll
tax*

1% payroll tax split between employers and
employees. Employers only pay if they have 25 or
more employees

1/1/23 35%

Source: EY summary based on Oregon public documents of enacted tax changes
Note: *Employers with 25 or more employees are responsible for 40% of the tax with employees responsible for 60%
regardless of employer size. EY estimates that the overall share of paid leave payroll taxes by business is 35%.

Local tax changes implemented include several City of Portland, Multnomah County, and Metro taxes
summarized in Table ES-2:

1 The analysis is based on actual tax collection information except for the state payroll tax to fund Oregon’s Paid Leave program
which came into effect on January 1, 2023, halfway through FY23. The tax assessed during the fiscal year is reported.

2 In most cases, taxes are allocated to businesses and households based on their initial incidence, including the incidence on owners
of pass-through businesses income. The analysis apportions the tax between households and businesses for certain
consumption-based taxes, such as lodging and motor vehicle taxes, even though businesses are legally responsible for remitting
the tax.
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 City of Portland tax changes include a gross receipts tax that funds the Portland Clean Energy
Community Benefits Fund and two property tax levies that passed on the November 2020 ballot
– one funds the maintenance of Portland’s public parks, and the other is a renewal of the current
debt millage for Portland Public Schools.

 Multnomah County tax changes include an increase in the Multnomah County business income
tax rate, a personal income tax on high earners to fund preschool programs that passed on the
November 2020 ballot and a new property tax levy to construct or renovate existing libraries,
which also passed on the November 2020 ballot.

 Metro tax changes consist of a new tax on both personal income and business income that was
approved by voters in May of 2020 to fund supportive housing services.

As shown in Table ES-2 below, the business share for the gross receipts and business income tax changes
are based on the statutory liability of the taxes, including property tax increases which are shared
between residential and business taxpayers based on the shares of assessed value. Tax roll data suggests
business property is 41% of the assessed value of property in the tri-county Portland region.

Table ES-2. Summary of Portland area business tax changes analyzed in this study

Local business tax
change Short description

Effective
date Business share

Portland gross receipts
tax (Clean Energy
Surcharge)

1% gross receipts tax on large businesses with
gross income of more than $1 billion 1/1/19 100%

Portland parks property
tax (Parks Levy) $0.80 per $1,000 of assessed property value 1/1/21 41%

Portland public school
property tax $2.50 per $1,000 of assessed property value 1/1/21 41%

Multnomah County
business income tax
(MCBIT)

Increase in business income tax rate from 1.45%
to 2.0%

1/1/20 100%

Multnomah County
personal income tax
(Preschool for All)

1.5% tax on income above $125K for single filers
and $200K for joint filers;
3.0% tax on income over $250K for single filers
and $400K for joint filers

1/1/21 9%

Multnomah County
library property tax
(East County Flagship)

$0.61 per $1,000 of assessed property value 1/1/21 41%

Metro income tax
(Supportive Housing
Services)

1.0% tax on income above $125K for single filers
and $200K for joint filers 1/1/21 9%

Business with gross receipts above $5 million pay
1% tax on business profit 1/1/21 100%

Source: EY summary based on financial statements and budget documents for the City of Portland, Multnomah County, and
Metro.

The approach used in this analysis to measure the impact of policy changes on business tax obligations
is to calculate the total effective business tax rate (TEBTR), which is the ratio of business taxes to private-
sector gross state product (GSP). This ratio compares the level of business taxes to the level of private-
sector economic activity in a state or local jurisdiction. The total state and local TEBTR for Oregon
increased from 4.2% in FY19 to 4.9% in FY23, an increase of 0.7 percentage points, or 18%.3 This change

3 The TEBTRs are rounded to one decimal point but the percentage change is calculated from the unrounded rate, which increased
by 18% since FY19.
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reflects changes in the tax system and the macroeconomy. See Figure ES-1 below which shows the total
state and local TEBTR for Oregon, as well as separate state and local components.

Figure ES-1. Total state and local TEBTR for Oregon businesses in FY19 (before tax changes) versus
FY23 (TEBTR = Business taxes / gross state product)

Source: EY analysis
Note: FY23 includes 6 month of paid family medical leave employer assessments.

The change in Oregon’s business tax competitiveness is shown in Figure ES-2, which compares Oregon’s
pre- and post-tax change TEBTR to that of peer states in FY23 and the US average. Since FY19, Oregon’s
effective business tax rate increased to 4.9% placing it above the US average of 4.7% and higher than
most peer states.

Figure ES-2. State and local TEBTR for Oregon versus peer states in FY23
(TEBTR = Business taxes / gross state product)

Source: EY analysis
Note: Oregon pre-tax changes is FY19 TEBTR and Oregon post-tax changes is FY 23 TEBTR (see Figure ES-1 note)
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1. Oregon business taxes

1.1 Overview of business taxes and methodology

The purpose of this study is to assess the impact of recent tax changes at both the state and local level
on the tax obligations faced by Oregon businesses with an additional focus on businesses in the Portland
area. Business taxes are generally defined in this study as those that are the legal liability of businesses.
Certain taxes on consumer goods such as tobacco, marijuana and alcohol are not considered business
taxes because the individual purchasing the good bears the burden, even though the business collects
the tax and is in some instances the statutory taxpayer. The tax is split between households and
businesses for other taxes, such as the motor fuels tax or taxes on transient lodging, because these
goods are consumed for both leisure and business purposes. A portion of the personal income tax is
included in business taxes because business income from pass-through entities is included in the personal
income of business owners. Lastly, Oregon does not have any state or local sales taxes.

The following types of business taxes are included in the analysis:

► Property taxes paid by businesses on both real and personal property, as well as taxes paid on
income from residential rental property are counted as business taxes. County-level data on
assessed values by property class are used to estimate the share of property taxes paid by
businesses. The business share of property taxes is approximately 47% statewide, and 41% in the
tri-county Portland metro area.

► Excise taxes on goods such as motor fuels or transient lodging are counted as business taxes
when consumed for business purposes. National studies on the share of consumption that is
attributable to businesses are used to apportion excise tax collections between businesses and
households.

► Corporate income and gross receipts taxes, including the corporate activity tax are 100%
assigned to business.

► Taxes on insurance premiums and utility gross receipts are 100% assigned to businesses
because they are often levied in lieu of other business entity taxes such as the corporate income
tax.

► Personal income taxes on pass-through business income and pass-through entity tax are
counted as business taxes. Business income from sole proprietorships and pass-through entities
such as partnerships and s-corporations are reported on the owner’s personal income tax return
and taxed as personal income. A recent tax policy change allows taxpayers with income from
pass-through entities the option to pay the tax at the entity level. Analysis on collection statistics
from the Oregon Department of Revenue shows pass-through income comprises approximately
9.3% individual income tax in Oregon.

► Unemployment insurance (UI) taxes paid by employers are included as business taxes.
► Social insurance program taxes paid by employers, such as short-term disability programs and

paid leave are included as business taxes.
► Business licenses including general business licenses, occupational licenses and commercial

motor vehicle licenses are counted as business taxes.
► Severance taxes on natural resources, such as timber in Oregon, are included as business taxes.

1.2 State and local taxes in Oregon in FY23

Table 1 reports total Oregon state and local tax collections by major tax category in FY23, as well as the
amount of taxes paid by businesses. Oregon businesses paid almost $13 billion in total state and local
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taxes in FY23, which is 38% of all state and local tax collections. Although the personal income tax at
$14 billion is Oregon’s largest source of state and local tax revenue, it is only the third largest source of
business taxes as tax from pass-through entities only accounts for 9% of this tax. Real and personal
property taxes are the largest source of business taxes, with businesses paying just under $4.1 billion,
or 47% of total state and local property taxes. Oregon levies both a traditional corporate income tax and
a gross receipts tax on businesses. The $3.1 billion collected between the two make up the state’s second
and fourth largest sources of business tax revenue.

Table 1. Oregon state and local taxes and estimated business share in FY23
Dollars in millions

 Category FY23 total
collections

Business
share of tax

category
FY23 business
tax collections

Property taxes $8,714 47% $4,071
Corporate income tax $1,813 100% $1,813
Corporate activity tax $1,306 100% $1,306
Personal income tax $14,031 9% $1,307
Excise taxes (includes healthcare provider
taxes) $3,068 39% $1,202

Licenses $1,293 76% $984
Unemployment insurance $1,155 100% $1,155
Public utility taxes $450 100% $450
Insurance premium taxes $85 100% $85
Severance taxes $17 100% $17
Other business taxes $2,018 30% $603
Total business taxes, FY23 $33,950 38% $12,993
Source: EY analysis using US Census Bureau Annual Survey of State and Local Government Finances

1.3 Major tax changes since 2008

Oregon businesses have experienced a number of tax changes since 2008. The major state and local tax
changes that have affected Portland area businesses since 2008 are summarized in Figure 1, as well as
briefly described below.

State tax changes affecting businesses:

Many tax changes have occurred since 2008. Of these, the four most recent changes have occurred
since 2019 and are reflected in this analysis as a change in Oregon business taxes.

► Measure 66, which Oregon voters passed in January 2010, temporarily created two new tax
brackets, with rates of 10.8% and 11.0%, on income above $125,000 for single filers and
$250,000 for married filing jointly. The two brackets applied to tax years 2009, 2010 and 2011,
after which they were merged into one bracket with a rate of 9.9%.

► Measure 67, which Oregon voters also passed in January 2010, temporarily applied a new top
marginal rate of 7.9% on corporate net income above $250,000 for tax years 2009 and 2010.
The rate fell to 7.6% for tax years 2011 and 2012. Beginning in tax year 2013, the top marginal
rate of 7.6% only applied to net income above $10.0 million, with the original rate of 6.6%
applying to net income below $10.0 million.
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► Measure 67 also raised Oregon’s corporate minimum tax from $10 to a minimum of $150 for c-
corporations with Oregon sales less than $500,000, and graduated increases up to a maximum
of $100,000 for corporations with sales greater than $100 million.

► Oregon voters passed Measure 85 at the ballot in 2012, which eliminated the corporate income
tax kicker, and instead allocated the excess revenue to spending on K-12 education. Under
Oregon law, if revenues were at least 2.0% higher than forecast, then excess revenues were
returned to Oregon taxpayers in the form of a refund for households and a corporate tax credit
for corporations. Measure 85 eliminated the corporate tax credit for corporations.

► The Oregon Legislature enacted HB 2391 in 2017, which created an assessment on health
premiums at the rate of 1.5%.

► SB 1528, which was signed into law on April 13, 2018, decoupled Oregon from IRC Section
199A, which allowed pass-through business owners to deduct 20% of their qualified income. As
a result, Oregon taxpayers have to add back the value of the federal deduction when calculating
their Oregon taxable income for tax years beginning on or after January 1, 2018.

► HB 2010, which was enacted in 2019, increased the rate of the health premium assessment to
2.0% percent effective January 1, 2020, and expanded the assessment to include premiums
from stop-loss insurance.

► HB 3427, which was signed into law on May 16, 2019, established Oregon’s Corporate Activity
Tax (CAT). The CAT is a gross receipts tax levied on companies for the privilege of doing business
in the state of Oregon. Companies are able to exempt the first million in Oregon sales but have
to pay a tax of $250 + 0.57% of taxable Oregon commercial activity in excess of $1.0 million.
Taxpayers are also allowed to subtract 35% of the greater of their cost inputs or labor costs when
calculating taxable commercial activity.

► HB 3427 passed in 2019 also reduced the first three income tax brackets in Oregon’s personal
income tax schedule. The 5%, 7%, and 9% brackets were reduced by 0.25 percentage points to
4.75%, 6.75%, and 8.75%, respectively.

► Employers and employees began paying into Oregon’s Paid Leave program on January 1, 2023
with employees able to start applying for benefits on September 3, 2023. The program is funded
with a payroll tax of up to 1% of gross wages with employers with 25 or more employees
responsible for 40% of the tax and all employees responsible for 60% regardless of employer size.
The resulting total contribution split is estimated to be 35% employers and 65% employees.

Portland metro area tax changes affecting businesses:

► Voters approved a debt millage in 2014 of $2.50 per $1,000 of assessed value, or 0.25%, to
repay bonds issued to fund capital improvements for the Portland Public School District.

► The Portland City Council adopted the “Pay Ratio Surtax” during its meeting on December 7,
2016. Only publicly traded companies subject to Portland’s Business License Tax are subject to
the surtax, which is commonly referred to as the “CEO tax” and went into effect on January 1,
2017. The surtax is 10% of a company’s Business License Tax liability if the CEO-to-median
worker compensation ratio is equal to or exceeds 100:1. The surtax rises to 25% if the ratio
equals or exceeds 250:1.

► Measure 26-201, passed by Portland voters on November 6, 2018, established a 1.0% gross
receipts tax on “large retailers” doing business in the city. The tax, which is also known as the
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“Clean Energy Surcharge” became effective on January 1, 2019. Large retailers are those with
total gross income of at least $1.0 billion and Portland gross income of at least $500,000.

► Multnomah County’s business income tax rate increased from 1.45% to 2.0% effective January
1, 2020.

► Multnomah County established the Preschool for All Tax (Multnomah County income tax)
effective January 1, 2021. Residents of Multnomah County, as well as nonresidents with
income from Multnomah County sources, are subject to a tax of 1.5% on income greater than
$125,000 for single filers and $200,000 for married filing jointly. The tax rate rises to 3.0% if
income is greater than $250,000 for single filers and $400,000 for married filing jointly.

► Measure 26-210, which was approved in May 2020, established the Metro Supportive Housing
Services (SHS) tax. The tax consists of a 1% marginal personal tax on taxable income greater
than $125,000 for single filers and $200,000 for joint filers, as well as a 1% business income
tax on net income for businesses with gross receipts in excess of $5.0 million. The tax went
into effect on January 1, 2021.
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Figure 1. Major state and Portland area tax changes since 2008



 9

1.4 Response of high-income individuals to high personal income taxes

As a result of the recent local tax changes, Portland area residents now face some of the highest personal
income tax rates in the country. Table 2 reports combined state and local personal income tax rates for
tax year 2024 for the ten jurisdictions with the highest combined personal income tax rate. The table
reports the top state marginal personal income tax rates, as well as the lower bound for that bracket,
the local income tax rate, and the combined state and local personal income tax rate.

Portland has the second highest total state and local income tax rate in the country at 13.9%. The city
has the highest local income tax rate at 4.0%, and Oregon has the sixth highest marginal state income
tax rate at 9.9%.

California has the highest top marginal income tax rate amongst the ten states and regions, at 13.3%.
However, California’s lack of a local income tax results in a lower total rate compared to Portland. The
same is true for Hawaii highest top marginal income tax rate at 11.0%. Similarly, New Jersey and the
District of Columbia are tied for third highest top marginal income tax rate, but with no local income tax,
Portland surpasses their combined rate by several percentage points.

New York City has the highest combined top marginal rate in the nation, with a higher top state rate and
a similar local rate to Portland. That said, New York has more extensive brackets, with the top bracket
for single filers starting at $25 million, compared to $125,000 in Oregon. Single filers with income below
$500,000 in NYC would have a lower statutory combined rate than single filers in Oregon earning the
same amount.

Table 2. Ten highest combined state and local personal income tax jurisdictions in the United States
Top marginal tax rates shown for tax year 2024

Area

Combined
state and
local rate

Top state
marginal
tax rate Local rate

Bracket for
highest state

rate
(single filer)

Bracket for
highest state rate

(married filing
joint)

New York, NY 14.78% 10.90% 3.88% $25,000,000 $25,000,000
Portland, OR* 13.90% 9.90% 4.00% $125,000 $250,000
California 13.30% 13.30% N/A $1,000,000 $1,396,542
Hawaii 11.00% 11.00% N/A $200,000 $400,000
District of
Columbia 10.75% 10.75% N/A $1,000,000 $1,000,000
Newark, NJ 10.75% 10.75% N/A $1,000,000 $500,000
Minnesota 9.85% 9.85% N/A $193,240 $321,450
Maryland* 8.95% 5.75% 3.20% $250,000 $300,000
Vermont 8.75% 8.75% N/A $229,550 $279,450
Wilmington, DE 7.85% 6.60% 1.25% $60,000 $60,000

Source: Data on state marginal income tax rates and brackets from state revenue departments. Data on local income tax rates
compiled from EY research.
Notes: Data as of 2024; N/A local rate means there is no local income tax. Portland, Oregon and Newark, NJ both have a local
payroll tax of 0.8137% and 1%, respectively. They are not included in the local rates because they are payroll taxes paid by the
employer. If the TriMet payroll tax rate is added to the Oregon local rate shown in the table, the combined state and local rate
would be 14.7137%.
*There is a 3.2% local income tax rate in the City of Baltimore, Caroline County, Dorchester County, Howard County, Kent County,
Montgomery County, Prince George's County, Queen Anne's County, Somerset County, and Wicomico County
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Figure 2 below shows the information reported in Table 2 above. New York City has the highest combined
state and local top marginal income tax rate, followed by Portland, Oregon.

Figure 2. Ten highest combined state and local personal income tax jurisdictions
in the United States

Top marginal tax rates shown for tax year 2024

Note: Tax rates rounded to one decimal point.
Source: Data on state marginal income tax rates and brackets from state revenue departments. Data on local
income tax rates compiled from EY research.

The “Oregon State and Local Tax Burdens” report dated November 2020, and produced by EY for
Oregon Business and Industry, includes a detailed literature review discussing the relationship
between state and local taxes, and taxable income. Please refer to that report for the findings of the
academic literature.
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2. State business tax changes

2.1 State tax changes included in analysis

The analysis covers four different tax changes at the state level, three of which have been in effect since
January 1, 2020. The fourth, which is the Oregon Paid Leave program, went into effect on January 1,
2023. State tax changes include:

1) Corporate Activity Tax (CAT) is imposed on companies for the privilege of doing business in Oregon.
The tax is $250 + 0.57% of “taxable commercial activity” in Oregon above $1 million. It has been effective
since January 1, 2020, and the study assumes the business share of the tax is 100%.

2) Personal Income Tax rates were reduced to 4.75%, 6.75% and 8.75%. The rate reductions went into
effect on January 1, 2020, and the study assumes the business share of the tax is 9% based on data from
the Oregon Department of Revenue collection statistics.

3) Health Premium Assessment rate was increased from 1.5% to 2.0%, and the sunset date was extended
from the end of 2019 to the end of 2026. The rate increase has been effective since January 1, 2020,
and the study assumes the business share of the tax is 100%. The tax on insurance premiums is part of
the state’s healthcare provider taxes and funds Oregon’s Medicaid program, Oregon Health Plan, and
reinsurance program.

4) Oregon Paid Leave program is funded with a payroll tax of up to 1% of gross wages. The program
provides employees with time off from work for eligible purposes such as caring for themselves or loved
ones. The business share of the total collections is estimated to be 35%. The paid leave program began
collecting taxes on January 1, 2023, with an estimated revenue of $430 million and a business
contribution of $152 million.

2.2 State tax changes

Figure 3 shows business tax collections in FY19 (before tax changes) and FY23 (after tax changes) for
the three state-level tax changes that went into effect on January 1, 2020. The Corporate Activity Tax
generated $1.3 billion in revenue in FY23, increasing by $87 million from its first full year of collections
in FY21. The personal income tax initially decreased to $881 million or 6% from FY19 to FY 20, before
increasing by 48% to $1.3 billion in FY23. Healthcare provider taxes (including Health Premium
Assessment) have been steadily increasing since FY19, reaching over $1.2 billion in FY23 which
represents an increase of 53%.

Table 3 shows business tax collections for FY19 and FY23. Business taxes, which include 6 months of
paid leave payroll tax, are estimated at $7.8 billion in FY23, which is an increase of $3.4 billion or 77%
over FY19. The paid leave payroll tax went into effect on January 1, 2023 and accounts for $152 million
of that increase. The corporate income tax and the Corporate Activity Tax account for the majority of
the increase in total business tax collections with $2.0 billion in increased collections.
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Figure 3. Business tax collections for select taxes with recently enacted changes
Dollars in millions

Source: EY analysis using Oregon FY19, FY21, and FY23 Annual Comprehensive Financial Report (ACFR)
and estimated business tax shares.

Table 3. State business taxes in Oregon, pre- and post-state tax policy changes
 Dollars in millions

Business taxes FY19-FY23 change

Tax type
Business

share (FY23) FY19 FY23 ($)  (%)
Personal income tax 9% $1,065 $1,271 $206 19.3%
Corporate income tax 100% $911 $1,624 $713 78.2%
Corporate activity tax 100% -- $1,306 $1,306 New tax
Healthcare provider tax 100% $800 $1,224 $424 53.1%
Unemployment insurance 100% $924 $1,155 $231 25.0%
Motor fuel tax 35% $499 $557 $59 11.8%
Paid leave program (estimate) 35% -- $152 $152 New tax
Other tax 50% $54 $342 $288 529.3%
Insurance premium tax 100% $81 $85 $4 5.6%
Employer employee tax 50% $78 $102 $24 31.5%
Marijuana tax 0% $0 $0 $0 --
Tobacco tax 0% $0 $0 $0 --
Total business collection $4,411 $7,818 $3,407 77.3%
Total tax** $13,787 $21,170 $7,383 53.5%
Business share of tax 32% 37%

Note: Gray shading denotes tax categories with a business tax change; *Paid Leave program is an estimate for contributions
during the second half of FY23, as the tax became effective on January 1, 2023. All other taxes presented are actual
collections. **Total tax for Oregon excludes workers’ compensation taxes for comparability with other states.
Source: EY analysis using Oregon Annual Comprehensive Financial Reports (ACFR)
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Among twelve states and regions4 that have or are going to implement social disability or Paid Family
Medical Leave programs, only six states including Oregon require contributions from the employer.
Several other states either require employers to provide these benefits (but aren’t collected through a
tax), entitle employees to unpaid leave, or are funded through employee payroll taxes that are not the
responsibility of employers.

2.3 Change in Oregon’s state business tax competitiveness

Figure 4 compares Oregon’s state effective business tax rate (TEBTR) in FY23 to a set of seven peer
states, as well as the national average. The state-level tax changes are estimated to have a significant
impact on the tax obligations faced by businesses in Oregon. The TEBTR, or the level of business tax
collections as a share of gross state product, is estimated to have increased from 2.1% in FY19 to 2.8%
in FY23. Oregon’s state TEBTR was 12th lowest in the nation and below the US average prior to these tax
changes but is now the 23rd highest and above the US average.  Of the peer states, Utah had the lowest
state effective business tax rate in FY23 at 1.8%. Nevada had the highest TEBTR at 3.9%.

Figure 4. State total effective business tax rate (TEBTR) comparison for Oregon and
peer states, FY23

(Includes Paid Leave payroll tax estimate)

Note: Oregon pre-tax changes is FY19 TEBTR
Source: EY analysis using Oregon Annual Comprehensive Financial Reports (ACFR) US Census Bureau Annual
Survey of State and Local Government Finances

4 This includes the District of Columbia that has a Paid Family and Medical Leave program effective January 2020.
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3. Portland area business tax changes

This section discusses the impact of the various tax changes that have been implemented since 2019 on
business tax collections in the tri-county Portland area (Multnomah, Clackamas, and Washington
Counties). Since the Portland area tax changes are levied by several local jurisdictions, this analysis
shows the impact separately for each taxing jurisdiction. In addition, the impact of the combined city,
county and Metro changes on the total tax obligations for businesses is presented.

3.1 City of Portland tax changes

Since 2019, the City of Portland has enacted a gross receipts tax on businesses, enacted a new property
tax to fund city parks, and renewed an existing property tax to fund debt service payments for public
schools.

1) Gross receipts tax for the Portland Clean Energy Community Benefits Fund. The Portland Clean
Energy Surcharge (CES), which supports the Clean Energy Community Benefits Fund is a 1% gross
receipts tax on certain large retailers. The tax has been in effect since January 1, 2019 and generated
$183 million in revenue in FY23.

2) New property tax to fund services for Portland City parks. Effective as of January 1, 2021, Portland
voters approved a new property tax of $0.80 per $1,000 (0.08%) on assessed value to fund operations
at Portland’s public parks. This tax is levied for a period of five years. The Portland City parks property
tax accounts for $50 million of the estimated $302 million property tax collections from business in
FY23.5

3) Renewal of property tax millage to support the debt service of Portland Public Schools. Effective
as of January 1, 2021 is a school debt bond renewal of nearly $1.2 billion for Portland Public Schools.
The bond renewal is to be used for technology improvements, safety and health improvements,
renovations for Jefferson High School and finishing the modernization of Benson High School. The
renewal continued the rate of $2.50 per $1,000, or 0.25%, of assessed value, for five years.6 In FY23,
businesses paid $48 million more in school property taxes than in FY19 due to higher taxable value of
property.

Impact of City of Portland tax changes on business taxes

Table 4 shows business tax collections for the City of Portland in FY19 and FY23. Business tax collections
grew 85.6% from FY19 to FY23 mainly due of the full implementation of the gross receipts tax (CES) and
growth in the taxable value of property. Revenue from Portland’s gross receipts tax increased to just
over $183 million in FY23 from $6 million in FY19. However, the $6 million collected in FY19
represented partial year collections since the gross receipts tax was implemented on January 1, 2019,
or halfway through the fiscal year. The new and renewed property taxes that went into effect as of
January 1, 2021 contributed to a 22% increase in property tax collections from business at $302 million
in FY23.

As shown in Table 4, tax collections from business were higher than FY19 levels for most taxes as the
economy has generally recovered from the COVID-19 pandemic. Transient lodging taxes were 50.5%
higher than FY19 levels, while construction excise taxes were 21.4% lower. The arts tax and recreational

5 Business share of property taxes was estimated to be 41% using county-level assessed valuations by property class. Property tax
figures from City of Portland, “2022-23 Parks Levy Annual Report”.
6 The estimated business share is 41%, which is the same share as the Portland City parks property tax. Rate renewal detailed at
Portland Public Schools, “2020 School Bond Renewal”.
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cannabis tax are paid by consumers and not businesses, therefore they have no business-related
collections. During this period the share of all taxes paid by business rose from 38% in FY19 to 51% in
FY23, in part due to a large increase in revenue as the Portland Clean Energy Surcharge was fully
implemented.

Table 4. City of Portland business taxes from FY19 to FY23
Dollars in thousands

Business taxes FY19 – FY23 Change

Tax type

Business
share

(FY23)  FY19 FY23  ($)  (%)
Gross receipts tax (CES) 100% $6,383 $183,451 $177,069 2774.2%
Property taxes (city) 41% $246,556 $301,721 $55,165 22.4%
Other taxes 50% $428 $838 $410 95.8%
Gas taxes 35% $7,448 $7,567 $119 1.6%
Construction excise taxes 46% $3,048 $2,395 -$652 -21.4%
Transient lodging taxes 50% $18,125 $27,274 $9,149 50.5%
Arts taxes 0% $0 $0 $0 N/a
Recreational cannabis taxes 0% $0 $0 $0 N/a
Total business taxes* -- $281,987 $523,247 $241,260 85.6%
Total taxes -- $739,921 $1,018,942 $279,021 37.7%
Share of taxes paid by business -- 38% 51%
Source: City of Portland ACFRs, FY2019-FY2023
*Total business taxes do not include the City of Portland’s business license tax which the City of Portland ACFR groups under
license and permit revenue

3.2 Multnomah County tax changes

There have been three tax changes implemented in Multnomah County since 2020. They include an
increase in the county business income tax rate, a new personal income tax to fund universal preschool,
and a property tax to fund a library bond.

1) Increase in the Multnomah County business income tax rate. Effective January 2020, Multnomah
County increased its business income tax rate from 1.45% to 2.0%. The tax base is net income, and the
tax is jointly administered with the City of Portland’s Business License tax. In FY23, business income tax
revenues in Multnomah County were $162 million.7

2) Preschool for All personal (PFA) income tax. Effective January 2021, Multnomah County began to
levy a personal income tax to fund universal preschool (Preschool for All income tax). The tax has two
brackets. There is a 1.5% bracket for single filers with income over $125,000 and joint filers with income
over $200,000, and there is a 3.0% bracket for single filers with income over $250,000 and joint filers
with income over $400,000. The rates will increase by 0.8 percentage points beginning in 2026. The
business share of personal income taxes was calculated by multiplying total personal income tax
collections by the proprietor, partnership and S corporation share of adjusted gross income. This share
was estimated to be 9% in FY23.

3) Property tax for library new construction and renovation projects. Effective as of January 1, 2021,
Multnomah County voters approved a new property tax to fund the construction of the new East County

7 Multnomah County, “Annual Comprehensive Financial Report 2023”.
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Flagship library as well as the renovation and expansion of seven existing libraries in the county.8

Property owners pay an average of $0.61 per $1,000 (0.061%) annually for the library millage during
the 8-year period of the bond.

Impact of Multnomah County’s tax changes on business taxes:

Table 5 reports business tax collections from FY19 to FY23 for Multnomah County. Total business tax
collections reached $427 million in FY23, which was an increase of 49% over FY19 levels. The two main
drivers of growth in business tax collections were business income and personal income taxes. Business
income tax collections grew 63% over FY19 levels to $162 million in FY23. The personal income tax was
a new tax in 2021, with business collections of $19 million FY23. Property collections from businesses
also grew 39% over FY19 levels to $214 million in FY23. The remaining taxes in Table 5 decreased
relative to FY19 levels but were not significant drivers of business tax collections. The motor vehicle
rental tax and the transient lodging tax are nearly back to FY19 levels after decreasing significantly due
to disruptions from the COVID-19 pandemic.

Given the substantial increase in personal income taxes, total tax collections grew faster than business
taxes between FY19 and FY23, resulting in a slight decline in the share provided by business. In FY23,
businesses contributed an estimated 44% of total Multnomah County tax revenue compared to 48% in
FY19.

Table 5. Multnomah County business taxes from FY19 to FY23
Dollars in thousands

Business taxes FY19-FY23 change

Tax type

Business
share

(FY23) FY19 FY23  ($)  (%)
Business Income Taxes 100% $99,500 $162,200 $62,700 63.0%
Property Taxes 41% $153,931 $214,465 $60,535 39.3%
Gas Tax 35% $2,422 $2,164 -$258 -10.6%
Other Taxes 50% $260 $198 -$62 -23.7%
Motor Vehicle Rental Taxes 31% $12,869 $12,511 -$358 -2.8%
Transient Lodging Taxes 50% $17,789 $16,563 -$1,226 -6.9%
Personal Income Taxes 9% $0 $18,581 $18,581 New tax
Heavy Equipment Rental Tax 100% $0 $559 $559 New tax
Total business taxes $286,769 $427,242 $140,472 49.0%
Total taxes $598,828 $964,293 $365,465 61.0%
Share of business taxes 48% 44%
Source: EY analysis of Census data, Multnomah County FY19-FY23 ACFR.

3.3 Metro tax changes

Metro is a regional government serving the Portland metropolitan area and includes major populated
portions of Multnomah, Clackamas and Washington counties (over 1.5 million people).9 The agency is
tasked with supporting the development of infrastructure and growth throughout the region and is
funded through a mixture of enterprise activities, property taxes, excise taxes and local, state and federal

8 Please see: https://multcolib.org/building-libraries-together.
9 Please see: https://www.oregonmetro.gov/regional-leadership/what-metro
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grants. One initiative that passed in May of 2020 affects business taxes in the tri-county region and is
discussed below.

1) Metro Supportive Housing Services (SHS) personal and business income tax. The Supportive
Housing Services tax levied by Metro is a tax on personal income and business income that was approved
by voters in May 2020. Individuals pay a rate of 1% on their marginal income above $125,000 for single
filers and $200,000 for joint filers. Businesses with gross receipts of more than $5 million pay a 1% tax
on business profit. Businesses pay approximately 9% of the personal income tax, and 100% for the
business income tax.

Impact of Metro tax change on business taxes:

Table 6 reports business tax collections from FY19 to FY23 for the Metro area. Business tax collections
were 491% higher than FY19 levels to reach $230 million in FY23. Almost all the growth in business tax
collections in FY23 was driven by revenue from the Supportive Housing Service (SHS) taxes on business
and pass-through income. In FY23, the SHS taxes generated $347 million in total tax revenue, with $156
million from the business income tax and $18 million from personal income tax on pass-through income.
In FY23, property taxes for businesses increased to over $46 million, a 49% increase from property tax
collections in FY19.

Table 6. Local level business tax collections in the Metro Area from FY19 to FY23
 Dollars in thousands

Business taxes FY19-FY23 change

Tax type

Business
share

(FY23) FY19 FY23  ($)  (%)
Business income tax* 100% -- $156,451 $156,451 New tax
Personal income tax* 9% -- $17,753 $17,753 New tax
Property taxes 41% $30,746 $45,891 $15,145 49.3%
Excise taxes 39% $6,692 $8,006 $1,315 19.6%
Construction excise tax 46% $1,433 $1,662 $229 16.0%
Cemetery revenue surcharge 0% $0 $0 $0 N/a
Total business taxes $38,871 $229,763 $190,892 491.1%
Total taxes $101,581 $484,289 $382,708 376.8%
Share of business taxes 38% 47%
Source: EY analysis of Census data, Metro FY19-FY23 ACFR.

3.4 Collective change on taxes for a business in Portland

A business located in Portland is subject to city, county and Metro taxes. Total local business tax
collections for the City of Portland, Multnomah County, and Metro are reported in Table 7 below for FY19
to FY23. Since Metro taxes apply to other jurisdictions in addition to Multnomah County, revenues from
the business profits and personal income taxes are apportioned to Multnomah County. The Multnomah
County share of Metro revenues is estimated to be approximately 44% and is reported in the table below.
The property tax collections listed below are specific to Portland, Multnomah County and Portland Public
Schools millages. The total amount of city, county and Metro taxes paid by businesses in Portland is
estimated to have grown by 82% from FY19 to FY23, which is 4 percentage points higher than the 78%
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growth rate in total tax collections. As a result, the share of taxes paid by businesses has grown from
56% to 58% from FY19 to FY23.

Table 7. Local level business tax collections in the combined City of Portland, Multnomah County,
and Metro Area, FY19 to FY23

 Dollars in thousands

Business taxes FY19-FY23 change

Tax type

Business
share

(FY23) FY19 FY23  ($)  (%)
Personal income taxes* 9% $0 $36,334 $36,334 New Tax
Gross receipts tax (CES) 100% $6,383 $183,451 $177,069 2774.2%
Corporate net income 100% $99,500 $318,651 $219,151 220.3%
Property taxes (county,
city) 41% $414,133 $562,077 $147,945 35.7%

Property tax (schools) 41% $195,429 $243,665 $48,236 24.7%
Excise taxes 39% $2,970 $8,006 $5,036 169.6%
Gasoline taxes 35% $9,870 $9,732 -$139 -1.4%
Other license taxes 50% $688 $1,036 $348 50.7%
Construction excise
taxes 46% $3,684 $4,057 $374 10.1%

Motor vehicle rental
taxes 22% $12,869 $12,511 -$358 -2.8%

Transient lodging taxes 50% $35,914 $43,837 $7,923 22.1%
Heavy Equipment
Rental 100% $0 $559 $559 New tax

Cannabis taxes 0% $0 $0 $0 N/A
Cemetery revenue
surcharge 0% $0 $0 $0 N/A

Arts Taxes 0% $0 $0 $0 N/A
Total business taxes $781,439 $1,423,917 $642,478 82.2%
Total taxes $1,383,835 $2,467,524 $1,083,689 78.3%
Share of business taxes 56% 58%
Source: EY analysis of Census data, City of Portland FY19-FY23 ACFR, City of Portland, Oregon Adopted Budget 2021,
Multnomah County FY19-FY23 ACFR, Oregon Metro FY19-FY23 ACFR

3.5 Metro area aggregate business taxes

Figure 5 reports total estimated business tax collections for the Portland tri-county region during FY23
broken out by taxing jurisdiction (Clackamas County, Multnomah County, Washington County and Metro
Area). For simplicity, the Metro’s $230 million in business tax collections are apportioned to the tri-
county area based on the population size of each county. The City of Portland and Multnomah County
levied approximately $767 and $527 million, respectively. As a share of total business taxes, the Metro
area including Clackamas and Washington is driving 21% of tax revenues or $335 million in total. The
City of Portland and Multnomah County on the other hand collected 79% of business taxes.
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Figure 5. FY23 Business taxes in the tri-county Portland area levied by jurisdiction
Dollars in millions

*Multnomah, Clackamas, and Washington County business taxes include apportioned Metro area business taxes,
** City of Portland business taxes include City of Portland Public Schools property taxes
Source: EY analysis.

Figure 6 below reports the local TEBTR in FY23 for each of the eight states in the peer group, Oregon
and the US average. Oregon’s local TEBTR (statewide) increased slightly between FY19 and FY23.
Oregon’s TEBTR of 2.1% is higher than the other states in the peer group except for California.

Figure 6. Comparison of local total effective business tax rates (TEBTR) in FY23, Oregon, regional
peer states, and US average

Source: EY analysis
*Note: Oregon pre-tax changes is TEBTR value in FY19 and Oregon post-tax changes include full year tax estimates.
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4. Combined state and local tax changes

4.1 State and local tax change

The impact of the enacted policy changes on state and local taxes in Oregon is shown in Figure 7 below.
The total state and local effective tax rate increased from 4.2% in FY19 to 4.9% in FY23. The 0.7
percentage point increase can be attributed to tax changes at the state level with the state TEBTR rising
from 2.1% to 2.8% in FY23.

Figure 7. Total state and local TEBTR for Oregon businesses in FY19 (before tax changes) and FY23
(after tax changes with Paid Leave estimate)

Source: EY analysis
Note: FY23 includes 6 month of paid family medical leave employer assessments

4.2 Competitiveness

Figure 8 below shows the change in Oregon’s tax competitiveness by comparing its TEBTR pre- and post-
tax changes to the TEBTR for each of the peer states in FY23 and the US average. If Oregon’s TEBTR
had remained at 4.2%, which was FY19’s pre-tax change value, then it would currently have the fourth
lowest effective business tax rate. However, Oregon now has the third highest effective business tax
rate, at 4.9%, below only Montana (5.2%) and Nevada (5.9%). The average TEBTR for the US in FY23 was
4.7%.
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Figure 8. State and local TEBTR for Oregon versus regional peer states in FY23

Source: EY analysis
*Note: Oregon pre-tax changes is TEBTR value in FY19 and Oregon post-tax changes is TEBTR value in FY23.
Oregon and Washinton include paid family medical leave employer payments.

4.3 Limitations

This analysis has several limitations. First, tax collections data for a full fiscal year are not available for
the Oregon paid leave program that went into effect on January 1, 2023. As a result, the analysis relies
upon 6 months of tax assessments from the Oregon Annual Comprehensive Financial report rather than
collections. Second, while legal liability was often used to determine the incidence of a tax, this was not
the case for a few consumption-based taxes. Business shares were assigned based on available
information. For example, transient lodging taxes were apportioned between business and leisure
travelers using national industry studies. Third, to estimate the impact of the Metro tax changes on a
Portland business, EY apportioned Metro tax collections to the three counties using US Census
population estimates at the county level.

4.4 Conclusion

The state and local tax changes presented in this report substantially increased taxes on Oregon
businesses since FY19. The total state and local effective business tax rate increased from 4.2% in FY19
to 4.9% in FY23. At the state level, business taxes increased by $3.4 billion between FY19 and FY23.10

The state effective business tax rate increased to 2.8% in FY23, 12% higher than the US average of 2.5%.
The statewide local business tax in Oregon is at the US average (2.1%) but higher than most regional
peers.

Local taxes in the Portland region also increased significantly due to tax changes enacted by the city of
Portland, Multnomah County and Metro. Portland businesses experienced an 82% increase in taxes due
to a combination of the enacted changes and tax base growth.

10 Both the state TEBTR and total state collections include 6 months of the Oregon Paid Leave payroll tax.
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Appendix

Supporting information

The table below shows the key assumptions for the business shares applied to Portland Area tax
collections. These parameters reflect expectations at the date of this report.

Table 8. Business shares used in Portland-area tax analysis

Taxes across the tri-county area Jurisdiction
Business

share FY23
Arts tax City of Portland 0%
Cannabis tax City of Portland 0%
Cemetery revenue surcharge Metro Area 0%
Construction excise tax City of Portland 46%

Corporate net income City of Portland, Metro Area and
Multnomah County 100%

Excise tax Metro Area 39%
Gasoline tax City of Portland 35%
Heavy equipment rental tax Multnomah County 100%
Motor vehicle license tax Multnomah County 31%
Motor vehicle rental tax Multnomah County 22%

Other license tax City of Portland, Multnomah and
Washington County 50%

Personal income tax Metro Area 9%
Property tax: Clackamas County Clackamas County 38%
Property tax: Metro Area Metro Area 41%
Property tax: Multnomah County Multnomah County 41%
Property tax: Washington County Washington County 41%
Real property transfer taxes Washington County 0%

Transient lodging tax City of Portland, Clackamas,
Multnomah and Washington County 50%

Source: EY research and analysis using US Census Bureau Annual Survey of State and Local Government
Finances and regional annual comprehensive financial reports


