Chapter 314

Provisions Applicable to Both Personal Income and Corporation
Excise Tax Acts

CORRECTION OF CERTAIN ERRORS IN TAX
RETURNS OTHERWISE BARRED; ADJUST-
MENT OF RETURNS OF RELATED
TAXPAYERS

814.110 Definitions

814.120 Correction of certain errors in tax returns
where correction otherwise barred by
law

314.130 Manner of correction of errors described
in ORS 814.120

814.140 Adjustment of returns of related taxpay-
ers after reallocation of income or de-
duction on federal return

EXCLUSION FROM GROSS INCOME OF EXCESS
PROFITS REPAID OR ELIMINATED IN
RENEGOTIATION OF FEDERAL CONTRACT

814.210 Exclusion from gross income of excess
profits repaid or eliminated in renegoti-
ation of federal contract

814.220 Refund of excess tax paid

314.280 Time for filing claim for credit or refund
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PERSONAL INCOME AND CORPORATION EXCISE TAX PROVISIONS § 314.120

ORS 314.002, 314.004,
314 012, 314.014, 314 016,
814.024, 814.026, 3814 028,
314.036, 314.038, 314.040, 314.042, 314.044, 314.046,
814.048, 314 050, 814.052, 814.054, 314.056, 314.058,
314 060, 314.062, 814 064, 314 066, 314 068, 314 070,
314.072, 314.074 and 314.990, which constituted the
Intangibles Income Tax Act of 1931, were repealed
by 1953 ¢ 310 §3.

CORRECTION OF CERTAIN ERRORS IN
TAX RETURNS OTHERWISE BARRED;
ADJUSTMENT OF RETURNS OF
RELATED TAXPAYERS

314.110 Definitions. For the purposes of
ORS 314.110 to 314.140:

(1) The term ‘“determination of tax ha-
bility” means an appealable order or ruling
of the State Tax Commuission upon an appeal
to it by a taxpayer protesting the assessment
of any mcome tax or claiming a refund,
abatement or credit of any mcome tax.

(2) A determination of tax habihty shall
be deemed final on the date that the order of
the commission becomes final for want of a
perfected appeal to a court of competent
jurisdiction or in the event of such an appeal,
on the date the judgment of any court with
respect to such determination becomes final
for want of a perfected appeal therefrom or
from the date an appeal from an order of the
commission or the judgment of a lower court
is dismussed by stipulation of the parties or
by the court on 1ts own motion, whichever
date occurs earliest.

(3) The term ‘‘ncome tax’” means any
tax imposed by the laws of the State of Ore-
gon upon or measured by net income and 1n-
cludes penalties and interest prescribed by
any such law,

(4) The term “commission’” means the
State Tax Commission.

(5) The term “taxpayer’” means any per-
son or entity subject to any income tax.

(6) The term ‘related taxpayer” means
a taxpayer who, with the taxpayer with re-
spect to whom a determination of tax habil-
ity specified in subsections (1), (2), (3) or
(4) of ORS 314.120 1s made, stood, m the
taxable year with respect to which the er-
roneous mclusion, exclusion, omission, allow-
ance or disallowance therein referred to was
made, i one of the following relationships*

(a) Husband and wife;

(b) Grantor and fiduciary;

(¢) Grantor and beneficiary;

(d) Fiduciary and beneficiary, legatee or
heir;

(e) Decedent and decedent’s estate; or

(f) Partner. [1953 ¢.702 §1]

314.006,
314 018,
814.030, 314.082,

314.008, 314.010,
3814 020, 314 022,
314.034,

314.120 Correction of certain errors in
tax returns where correction otherwise
barred by law. When a determination of tax
hiabihty:

(1) Requires the inclusion mn gross in-
come of an item which was erroneously in-
cluded in the gross imncome of the taxpayer
for another taxable year or in the gross in-
come of a related taxpayer; or

(2) Allows a deduction or credit which
was erroneously allowed to the taxpayer for
another taxable year or to a related tax-
payer; or

(3) Requires the exclusion from gross in-
come of an item with respect to which tax
was paid and which was erroneously exclud-
ed or omitted from the gross income of the
taxpayer for another taxable year or from
the gross income of a related taxpayer; or

(4) Allows or disallows any of the deduc-
tions with respect to mmcome distributed or
distributable to beneficiaries, heirs or lega-
tees 1n computing the net income of an es-
tate or trust, or requires or denies the inclu-
sion of any such 1tem in computing the net
income of the beneficiary, heir or legatee,
and the correlative inclusion or deduction, as
the case may be, has been erroneously ex-
cluded, omitted, or ncluded, disallowed,
omitted, or allowed, as the case may be, m
respect of the related taxpayer; or

(5) Determines the basis of property for
depletion, exhaustion, wear and tear, or ob-
solescence, or for gamn or loss on a sale or
exchange, and in respect of any transaction
upon which such basis depends there was an
erroneous inclusion 1in or omission from the
gross income of, or an erroneous recognition
or nonrecognition of gam or loss to, the tax-
payer or any person or entity who acquired
title to such property 1n such transaction and
from whom mediately or immediately the
taxpayer derived title subsequent to such
transaction
and, on the date the determination of tax
liability becomes final, correction of the ef-
fect of the error 1s prevented by the opera-
tion of any provision of an mcome tax law of
this state other than ORS 314.110 to 314 140
or other than a compromise settlement, then
the effect of such error shall be corrected in
accordance with ORS 314.130, but only if 1n
the determmation of tax hability the com-
mission or the taxpayer, as the case may be,
maintains a position inconsistent with the
erroneous mclusion, exclusion, omission, al-
lowance, disallowance, recognition, or non-
recognition, as the case may be. In case the
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amount of the adjustment would be assessed
and collected 1n the same manner as a de-
ficency, the adjustment shall not be made
with respect to a related taxpayer unless he
stands 1n such relationship to the taxpayer
at the time the latter first mamtams the in-
consistent position 1n a return, claim for re-
fund, or appeal to any circuit court of the
State of Oregon for the taxable year with
respect to which the determination is made,
or 1f such position 1s not so maintained, then
at the time of the determmation. [1953 ¢.702
§2]

314.130 Manner of correction of errors
described in ORS 314.120. (1) The correction
of an error under circumstances described
in ORS 314.120 shall be made by an adjust-
ment of tax hability with respect to the er-
roneous return of the taxpayer or of a related
taxpayer, as the case may be, 1n the same
manner as a deficiency mm tax would have
been assessed or an overpayment of tax
would have been refunded or credited or an
overstatement of tax would have been abat-
ed, as the case may be, as 1f on the date the
determination of tax habihity became final
there remaied one year before the expira-
tion of the period of lhmitation upon the as-
sessment of the deficiency or the filing of a
claim for refund or abatement, as the case
may be, with respect to the erroneous return.

(2) Such adjustment shall be confined to
the correction of the error committed and no
deficiency, refund, abatement or credit devel-
oping from the adjustment shall be reduced
or increased by the adjustment of any other
item in the return or any other omission
from the return [1953 ¢.702 §3]

314.140 Adjustment of returns of relat-
ed taxpayers after reallocation of income or
deduction on federal return. (1) Whenever
there has been an adjustment of federal in-
come tax hability involving a reallocation of
any item of income or deduction between re-
lated taxpayers, and when such adjustment
results in the assessment of a tax deficiency
or the issuance of a refund check or both,
then for Oregon income tax purposes, wheth-
er or not the commission effects a similar
reallocation of income or deduction for the
same tax year, said federal tax deficiency
and additions thereto shall be deducted (to
the extent otherwise provided by law) by the
taxpayer paying the same, and said federal
tax refund, mecluding interest thereon, shall
be returned (to the extent otherwise required
by law) by the taxpayer receiving the same.

(2) If, however, the related taxpayers
mvolved (or their authorized representa-
tives) so elect in accordance with subsection
(3), then the refund of one, with terest
thereon, shall be treated as a reduction of
the deficiency of the other, including addi-
tions thereto, so that only the net amount of
deficiency shall be deducted or the net
amount of refund shall be returned, as the
case may be

(3) An election under subsection (2)
shall be in writing, signed by each related
taxpayer or his authorized representative,
and filed with the commission prior to the
expiration of the apphecable period of limita-
tion with respect to the adjustment of the
last open state return of either related tax-
payer affected by the federal tax deficiency
or refund. Such election shall constitute a
waiver of any statute of lmitations to per-
mit the adjustment of all returns of the re-
lated taxpayers for the purpose only of ef-
fecting a reallocation of imncome or deductions
simlar to that made by the federal tax
authorities and to adjust the federal income
tax deductions resulting therefrom. [1953
¢ 702 §4]

314.150 to 314.200 [Reserved for expan-
sion]

EXCLUSION FROM GROSS INCOME OF
EXCESS PROFITS REPAID OR ELIMI-
NATED IN RENEGOTIATION OF
FEDERAL CONTRACT

314.210 Exclusion from gross income
of excess profits repaid or eliminated in re-
negotiation of federal contract. If a renegotia-
tion or repricing has been or shall be made
in respect to a contract with the United
States or any agency thereof, or any subcon-
tract thereunder, which was entered nto by
a taxpayer subject to a tax under any law of
this state imposing a tax on or measured by
net income and the amount of excessive
profits received or accrued under the con-
tract or subcontract during a taxable year
or years (hereafter referred to in this section
as prior taxable year or years) has been
elminated, and

(1) If in a taxable year ending after
December 31, 1940, a taxpayer 1s required
to pay or repay to the United States or any
agency thereof the amount of profits so
elimmated, or

(2) If the amount of profits so elimi-
nated is applied as an offset against any
other amount due the taxpayer,
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then the profits so elimmated shall be ex-
cluded from gross mcome for the prior tax-
able year or years if they were included in
gross mcome for such prior taxable year or
years under any law of this state imposing a
tax on or measured by net income. [Former-
ly 317.605]

314.220 Refund of excess tax paid. (1)
If a final tax return has been filed by the
taxpayer for a taxable year ending after
December 31, 1940, and if the tax return -
cluded excessive profits that were subse-
quently eliminated on renegotiation or re-
pricing and paid or repaid or offset as pro-
vided 1n ORS 314 210, the taxpayer shall,
upon the filing of a properly verified claim
for refund under regulations prescribed by
the tax commission, be refunded an amount
equal to the difference between the amount
of tax paid by the taxpayer for such taxable
year and the amount of the tax computed for
such taxable year after the exclusion of the
excessive profits which have been paid, re-
paid or offset.

(2) If a taxpayer has paid any tax or
interest or penalty because of the provisions
of chapter 226, Oregon Laws 1945, then the
taxpayer shall, upon the filing of a properly
verified claim for refund under regulations
prescribed by the tax commission, be refund-
ed such tax or interest or penalty so paid,
without interest No claim for any tax or
interest or penalty under chapter 226, Ore-
gon Laws 1945, shall be made or collected
after July 16, 1949

(8) The amount to be refunded to the
taxpayer under subsections (1) and (2) of
this section shall be reduced by the amount
of any refund or credit allowed or received
by the taxpayer under the provisions of
chapter 226, Oregon Laws 1945.

(4) Notwithstanding any other provi-
sions of ORS 314.210 to 314 230, no refund

shall be made of any tax allowed as a credit
or otherwise taken mto consideration in re-
ducing the profits elimmnated or the amount
refunded upon renegotiation, whether or not
the renegotiation agreement contamns a re-
capture clause.

(5) If a refund allowed under’this sec-
tion had been allowable under -chapter
226, Oregon Laws 1945, and the tax-
payer could not have received such refund
under chapter 226, Oregon Laws 1945, with-
out the imposition of federal excess pro-
fits taxes upon such refund, then the amount
of the refund allowed under this section
shall be reduced by the amount of ex-
cess profits taxes which would have been
imposed upon such refund after deducting
from such excess profits taxes the amount
of federal corporation mmcome taxes which
would have been imposed upon such refund
if such refund were subject only to such
federal corporation mcome taxes. [Formerly
317.610]

314.230 Time for filing claim for credit
or refund. Notwithstanding the provisions
of any statute of Immitations, claim for any
credit or refund provided for mn ORS 314 210
to 314.230 shall be made within two years
from July 16, 1949, or from the date of
final determmation of the amount of exces-
sive profits under a contract or subcontract
described in ORS 314 210, except that if sub-
section (4) of ORS 314.220 1s declared un-
constitutional, no refund or credit resulting
from such declaration shall be allowed unless
a properly verified claim therefor is filed
with the tax commission under ORS 314 220
or under chapter 226, Oregon Laws 1945,
within two years from the date on which the
excessive profits involved were finally de-
termimed. [Formerly 317.615]
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