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Memorandum

TO: Oregon Business & Industry (OBI)

FROM: Nikki E. Dobay
DATE: September 8§, 2025

RE: Oregon’s Conformity to the Internal Revenue Code (IRC)—Significant Business
Provisions

I. Introduction

OBI requested an analysis of how certain provisions of recently passed H.R. 1 (the One
Big Beautiful Bill Act (OBBBA)) conform to Oregon tax law. As requested, this
memorandum provides a high-level overview of Oregon’s Internal Revenue Code (IRC)
conformity framework and the conformity implications with respect to the significant
business provisions of the OBBBA.

DISCLAIMER: THE INFORMATION IN THIS DOCUMENT IS BEING PROVIDED
FOR INFORMATIONAL PURPOSES ONLY AND DOES NOT CONSTITUTE
INDIVIDUAL TAX OR LEGAL ADVICE. THE DISCUSSION IS NOT INTENDED
OR WRITTEN TO BE USED AND CANNOT BE USED FOR PURPOSES OF
AVOIDING PENALTIES UNDER OREGON LAW. PLEASE CONSULT A TAX
ADVISOR CONCERNING YOUR PARTICULAR CIRCUMSTANCES.

I1. Oregon’s Conformity Framework

Oregon is generally a rolling conformity state, meaning it conforms to the IRC as
amended and in effect at any given point and time unless the Oregon Legislature
specifically decouples from a provision. For purposes of those provisions to which
Oregon conforms (i.e., those which it has not decoupled from) any change at the federal
level is immediately effective for Oregon tax purposes.

Looking at Oregon’s specific conformity provisions, there is often confusion since the
statutory language includes both a specified date (currently December 31, 2023) as well
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as the following rolling conformity language: “If related to the definition of taxable
income, as applicable to the tax year of the taxpayer.”!

Considering this italicized language (found in each of Oregon’s conformity provisions),
Oregon conforms on a rolling basis to any IRC provision that impacts or relates to the
federal taxable income, unless the Oregon legislature enacts a specific decoupling statute.

For any IRC provision that does not impact federal taxable income, Oregon conforms as
of the specified conformity date, which is currently December 31, 2023.

During the 2025 legislative session, the Oregon Legislature failed to enact legislation to
update its conformity to include federal tax changes beyond that date.?

IV. Oregon Conformity with OBBBA

On July 4, 2025, the OBBBA was signed into law. The OBBBA includes approximately
55 separate tax provisions, which have potential conformity implications for state, such
as Oregon, with income taxes.

! General Income Tax Provisions: “As used in this chapter: (a) Any term has the same meaning as when
used in a comparable context in the laws of the United States relating to federal taxable income, unless a
different meaning in clearly required or the term is specifically defined in this chapter. (b) Expect where
the Legislative Assembly has otherwise, a reference to the laws of the United States or to the Internal
Revenue Code as they are amended and in effect: (A) On December 31, 2023; or (B) If related to the
definition of taxable income, as applicable to the tax year of the taxpayer.” ORS § 314.011(2).

Corporate Excise Tax (CIT): Definition of “Internal Revenue Code” means “except where the
Legislative Assembly has provided otherwise, refers to the laws of the United States or to the Internal
Revenue Code as they are amended an in effect: (a) On December 31, 2023; or (b) if related to the
definition of taxable income, as applicable to the tax year of the taxpayer.” ORS § 317.010(7).

Personal Income Tax (PIT): “Any term used in this chapter has the same meaning as when used in a
comparable context in the laws of the United States relating to federal income taxes, unless a different
meaning is clearly required or the term is specifically defined in this chapter. Except where the Legislative
Assembly has provided otherwise, any reference in this chapter to the laws of the United States or to the
Internal Revenue Code refers to the laws of the United States or to the Internal Revenue Code as they are
amended and in effect: (1) On December 31, 2023; or (2) If related to the definition of taxable income, as
applicable to the tax year of the taxpayer.” ORS § 316.012.

2 H.B. 2092 was introduced as Oregon’s annual conformity bill. Initially, H.B. 2092 would have merely
updated Oregon’s conformity date from December 31, 2023 to December 31, 2024. The A-Engrossed
version of H.B. 2092 would have temporarily disconnected Oregon from its automatic, rolling conformity
to updates beginning on or after January 1, 2025, and before January 1, 2026. Ultimately H.B. 2092 did not
pass during the 2025 legislative session.
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In this memo, we have analyzed the Oregon conformity implications of the significant
business tax provisions of the OBBBA.

A. Domestic

Bonus Depreciation

IRC § 168 generally requires taxpayers to depreciate the value (cost) of qualifying
business property over a period of years (i.e., three to 30). IRC § 168(k) allows a
taxpayer to depreciate the full value (100% of cost) of certain qualifying property in the
year that it is placed in service (known as bonus depreciation). The result of full
expensing is to accelerate the tax benefit to a business making purchases of capital assets.

The OBBBA makes permanent 100% bonus depreciation.?

The change to IRC § 168(k) impacts federal taxable income; thus, Oregon will
automatically conform unless otherwise provided. For CIT purposes, Oregon conforms
to IRC § 168(k) since Oregon has not otherwise addressed this issue. Oregon has also
historically conformed to bonus depreciation, with the exception of tax years 2009 and
2010, when it specifically decoupled.

For PIT purposes, IRC § 168(k) is required to be added back.* Thus, for pass-through
owners or sole proprietors, bonus depreciation is required to be added back and the
taxpayer is subject to the general depreciation rules, meaning the expense is deductible
over a period of three years or more. All in all, this is timing difference; however, the a
taxpayer subject to the PIT will lose the tax benefit related to bonus depreciation.

Increased IRC § 179 Expensing limits

IRC § 179 allows businesses to deduct the full cost of qualifying property in the year it is
placed in service, rather than depreciating it over several years. This provision is
designed to encourage investment in business assets by offering immediate tax relief.

Unlike bonus depreciation (IRC § 168(k)), which applies automatically to all eligible
property, IRC § 179 is elective and highly customizable. Taxpayers can choose which
assets to expense and how much of each asset’s cost to deduct. But the IRC § 179
deduction is capped annually at $1.25 million (in 2025), and it begins to phase out once
total asset purchases exceed a threshold (e.g., $3.13 million). Additionally, the deduction

3 Amendments made to IRC § 168(k).
4 ORS § 316.739.
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cannot exceed the taxpayer’s taxable income from active trades or businesses, meaning it
cannot be used to create or increase a net operating loss.

Because of its flexibility, income-based limits, and elective nature, IRC §179 is
especially useful for small and mid-sized businesses and offers a level of control that
bonus depreciation does not.

The OBBBA increases the annual expensing limit to $2.5M with a phaseout threshold of
$4M.°

The change to IRC § 168(k) impacts federal taxable income; thus, Oregon will
automatically conform unless otherwise provided. For CIT purposes, Oregon conforms
to IRC § 179 since Oregon has not otherwise addressed this issue.

For PIT purposes, IRC § 179 is required to be added back.® Thus, for pass-through
owners or sole proprietors, IRC § 179 full expensing is required to be added back and the
taxpayer is subject to the general depreciation rules, meaning the expense is deductible
over a period of three years or more. This is timing difference; however, a taxpayer
subject to the PIT will lose the tax benefit related to full expensing.

R&E Updates — The OBBBA creates new IRC § 174A, which allows taxpayers to fully
deduct domestic research or experimental (R&E) expenditures or elect to capitalize and
amortize R&E over a five-year period. Foreign R&E remains subject to the existing 15-
year amortization requirement. These changes impact federal taxable income; thus,
Oregon will automatically conform.

Extension and Enhancement of Deduction for Qualified Business Income (OBI) (IRC §
1994) — The OBBBA makes permanent the 20% QBI deduction.” These changes impact
federal taxable income; thus, Oregon will automatically conform unless otherwise
provided. The QBI deduction is only applicable for passthrough entities, thus, there is no
impact for CIT purposes. For PIT, IRC § 199A is required to be added back.®

B. Foreign

GILTI

> Amendments made to IRC § 179.

¢ ORS § 316.739.

7 Amendments made to IRC § 199A.
8 ORS § 316.859.



To: Oregon Business & Industry

From Nikki E. Dobay

Date: September 8, 2025

Re: Oregon’s Conformity to the Internal Revenue Code

The OBBBA made significant changes to IRC § 951 A, which codifies the current global
intangible low-tax income (GILTI) regime. Specifically, “global intangible low-taxed
income” is renamed “Net CFC Tested Income” (NCTI), signaling a shift from a focus on
intangible income to a broader taxation of all foreign earnings of controlled foreign
corporations (CFCs). Generally, the overall federal tax base for foreign subsidiaries of
U.S. multinational groups will increase, and the increase in the corresponding foreign tax
credits is meant to be offset the base increases at the federal level. Specifically, the 10%
deemed return on tangible assets (known as qualified business asset income (QBAI)) is
repealed, meaning U.S. shareholders are taxed on all CFC income, with no offset for
tangible investments. This change may particularly impact capital-intensive businesses.
Additionally, the deduction for Net CFC Tested Income is decreased from 50% to 40%,
resulting in an effective tax rate of 12.6%, higher than the current 10.5%. The expanded
base is offset by the ability to utilize a greater portion of foreign tax credits. These
provisions take effect for tax years beginning after Dec. 31, 2025.

The changes made by the OBBBA to IRC § 951 A will impact federal taxable income;
thus, Oregon will automatically conform unless otherwise provided.

ORS § 317.267, which is Oregon’s Dividend Received Deduction (DRD) statute, was
updated following the passage of the Tax Cuts and Jobs Act (TCJA) to specifically
address GILTI pursuant to IRC § 951A. Oregon’s DRD provision, generally requires
that certain federal deductions be “added back” while also providing an Oregon specific
deduction (DRD) of either 70 or 80 percent. The relevant provisions of ORS § 317.267
provides the following:

(1) To derive Oregon taxable income, there shall be added to federal taxable
income:

(c)Amounts deducted as global intangible low-taxed income pursuant to section
250 of the Internal Revenue Code;

(2) To derive Oregon taxable income, after the modification prescribed under
subsection (1) of this section, there shall be subtracted from federal taxable
income an amount equal to 70 percent of dividends (determined without regard to
section 78 of the Internal Revenue Code) received or deemed received from
corporations if such dividends are included in federal taxable income. However:

(b)In the case of any dividend received from a 20 percent owned corporation, as
defined in section 243(c) of the Internal Revenue Code, or global intangible low-
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taxed income included in gross income pursuant to section 951A of the
Internal Revenue Code , this subsection shall be applied by substituting "80
percent" for "70 percent".

(3) There shall be excluded from the sales factor of any apportionment formula
employed to attribute income to this state any amount subtracted from federal
taxable income under subsection (2) of this section or deducted under section
245A of the Internal Revenue Code. The amount of any dividend or of any global
intangible low-taxed income that is apportionable shall be determined as provided
by the apportionment formula applicable to the taxpayer, as provided in ORS
314.280 and 314.605 to 314.675 , but may not include any amount subtracted
under subsection (2) of this section.

Considering the specific references to GILTI in ORS § 317.267 as well as the references
to IRC § 951A, there is an ambiguity as to whether the changes to IRC § 951A are
directly applicable. A conservative reading of ORS § 317.267 in conjunction with
Oregon’s general rolling conformity provisions would seem to require that taxpayers to
include NCTTI income (after the 40% IRC § 250 deduction) in the Oregon tax base
without any Oregon specific adjustments. This is based on the specific references to
“global intangible low-tax income” in ORS § 317.267 as opposed to solely referencing
IRC §§ 250 and 951A.

Because ORS § 317.267 was updated following the TCJA to include GILTI and GILTI is
being replaced by NCTI in IRC § 951A, there is an argument that the Oregon specific
adjustments required by ORS §317.267 should be inapplicable to NCTI. Specifically,
one could argue that the legislative intent behind the changes to ORS § 317.267,
following the TCJA, indicate the legislature’s intent to treat all foreign source income as
a dividend for purposes of Oregon DRD. But the specific inclusion of the references to
GILTI in ORS § 317.267 would seem to counter to this argument. Thus, assuming the
Oregon legislature wants to continue to treat NCTTI as a dividend for purposes of the
Oregon DRD, a legislative change would seem required to resolve this ambiguity.

With respect to the Oregon state tax revenue implications of conformity to NCTI, if
NCTTI is required to be included in the general tax base (as opposed to the Oregon DRD),
a taxpayer’s overall Oregon tax base would generally be larger (inclusion of 60% as
opposed to 20% of the federal NCTI).

Whether NCTI is subject to the Oregon DRD or the general conformity also raises
apportionment issues, which would also impact the ultimate state revenue implications.
Under the Oregon’s DRD regime, apportionment inclusion would be limited to a net
inclusion (i.e., 20% of NCTI) in a taxpayer’s denominator. Assuming general conformity
is applicable, the inclusion of the underlying CFC gross receipts may be included in a
taxpayer’s denominator. Depending on a taxpayer’s facts and circumstances full factor
inclusion (under general conformity) could result in an overall lower Oregon tax amount
depending on the amount of a taxpayer’s foreign receipts.


https://checkpoint.riag.com/app/find?begParm=y&app.version=25.07&dbName=TCODE&linkType=docloc&locId=26uscas951a&permaId=if3d136b6ff1cecee867ad6c6bc9b43da&tagName=SEC&endParm=y
https://checkpoint.riag.com/app/find?begParm=y&app.version=25.07&dbName=SLCODOS&linkType=docloc&locId=or314.280&permaId=iSLCODOS%3A9186.1&tagName=SEC&endParm=y
https://checkpoint.riag.com/app/find?begParm=y&app.version=25.07&dbName=SLCODOS&linkType=docloc&locId=or314.605&permaId=iSLCODOS%3A9245.1&tagName=SEC&endParm=y
https://checkpoint.riag.com/app/find?begParm=y&app.version=25.07&dbName=SLCODOS&linkType=docloc&locId=or314.675&permaId=iSLCODOS%3A9269.1&tagName=SEC&endParm=y
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FDII

The OBBBA also significantly reforms the FDII (foreign-derived intangible income)
regime under IRC § 250, rebranding it as Foreign-Derived Deduction Eligible Income
(FDDEI). The changes aim to broaden the scope of eligible income and simplify
compliance, while also modifying key tax mechanics. These provisions take effect for
tax years beginning after Dec. 31, 2025. Because these changes impact federal taxable
income, Oregon will automatically conform unless otherwise provided. OR-20
instructions specifically reference conformity to FDII; providing further support for
Oregon’s conformity to the newly enacted FDDEL

BEAT

The OBBBA amends the BEAT (bases erosion and anti-abuse tax) rate from 10%
to 10.5% and makes permanent certain BEAT credit provisions intended to expire after
December 31, 2025. BEAT does not impact federal taxable income, and Oregon does not
conform to BEAT. Accordingly, these changes will have no impact on Oregon.
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