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CORPORATION EXCISE TAX 317010

GENERAL PROVISIONS

317005 Short title This chapter may
be cited as the Corporation Excise Tax Law
of 1929

317010 Definitions As used in this

chapter unless the context requires other
wise

1 Centrally assessed corporation
means every corporation the property of
which is assessed by the State Tax Commis
sion under ORS 308505 to 308730

2 Commission or tax commission
means the State Tax Commission

3 Corporation includes every cor
poration and every company joint stock
company joint stock association business
trust society or other association wherein
interest or ownership is evidenced by certifi
cates or other written instruments or where

in the interest or rights of stockholders
members associates or beneficiaries are
represented or evidenced by units or shares

4 Cost means the price paid for
property less the depreciation or depletion
sustained

5 Distribution in complete liquida
tion means a single and final distribution
or any one of a series of distributions made
by a corporation in complete cancellation or
redemption of all its stock in accordance
with a bona fide plan of liquidation and dis
solution

6 Distribution in partial liquidation
means a distribution or one of a series of
distributions by a corporation in complete
cancellation or redemption of a part of its
stock

7 Dividend means any distribution
except distributions in complete or partial
liquidation of a corporation made by a
corporation to its stockholders whether in
money or in other property a out of its
earnings or profits whenever accumulated or
b out of the earnings or profits of the tax
able year computed as of the close of the
taxable year without diminution by reason
of any distributions made during the tax
able year without regard to the amount
of the earnings and profits at the time the
distribution was made Every distribution is
deemed to have been made out of earnings
or profits to the extent thereof and from
the most recently accumulated earnings or
profits

8 Doing business means any trans
action or transactions in the course of its

activities conducted within the state by a
national banking association or any other
corporation provided however that a for
eign corporation whose activities in this state
are confined to purchases of personal prop
erty and the storage thereof incident to
shipment outside the state shall not be
deemed to be doing business unless such
foreign corporation is an affiliate of another
foreign or domestic corporation which is
doing business in Oregon Whether or not
corporations are affiliated shall be determ
ined as provided in ORS 317360

9 Excise tax means a tax measured
by or according to net income imposed upon
national banking associations all other

banks and financial centrally assessed mer
cantile manufacturing and business corpora
tions for the privilege of carrying on or
doing business in this state

10 Financial institution or financial
corporation means every corporation whose
principal business is lending money in direct
competition with national and state banks

11 Fiscal year means an accounting
period of 12 months or portion thereof end
ing on the last day of any month other than
December

12 Paid for the purpose of deduc
tions under this chapter means accrued or
paid or incurred or paid The words
accrued or paid incurred or paid and
incurred shall be construed according to
the method of accounting upon the basis of
which the net income is computed under this
chapter

13 Received for the purpose of the
computation of net income under this chap
ter means accrued or received The words
accrued or received shall be construed

according to the method of accounting upon
the basis of which the net income is com

puted under this chapter
14 Stock dividend means any dis

tribution by a corporation to a stockholder
of stock in the distributing corporation or
of rights to acquire such stock where by
the distribution the preexisting proportion
ate interest of the stockholder in the corpor
ation is changed

15 Stockholder means any owner or
holder of any certificate unit or share rep
resenting or evidencing an interest in a cor
poration

16 Taxpayer includes every national
banking association bank building and loan
association savings and loan association
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317025 REVENUE AND TAXATION

mutual savings bank and financial centrally
assessed manufacturing mercantile or busi
ness corporation subject to the tax imposed
by this chapter

17 Taxable year means the calendar
year or the fiscal year ending during such
calendar year upon the basis of which the
net income is computed under this chapter
Taxable year includes in the case of a
return made for a fractional part of a year
the period for which such return is made
The first taxable year to be called the tax
able year 1929 shall be the calendar year
1929 Amended by 1953 c385 9 1959c631
1

317015 Repealed by 1957 c632 1
ORS 314075 and 314080 enacted in lieu of
ORS 316025 316030 317015 and 317020

317020 Repealed by 1957 c632 1
ORS 314075 and 314080 enacted in lieu of
ORS 316025 316030 317015 and 317020

317025 Omission of previously enacted
savings clauses not intended as repeal The
omission from the Oregon Revised Statutes
of those statutes which were part of Acts
amending the statutes that constitute the
source of this chapter and which provided
savings clauses for the statutes amended is
not intended as a repeal of them Such stat
utes shall in so far as they are applicable
continue to be so applicable

317030 License fees not repealed Noth
ing in this chapter shall be construed to
repeal the present capital stock tax or
annual corporation license fee otherwise pro
vided for by law

317035 Effect of subsequent repeal of
chapter In the event of repeal of this chap
ter unless otherwise specifically provided in
the repeal this chapter shall remain in full
force for the assessment imposition and col
lection of the tax and all interest penalty
or forfeitures which have accrued or may
accrue in relation to any such tax for the
calendar year in which the tax is repealed

every production credit association organ
ized under federal statute and not exempt
from taxation by federal law located within
the limits of this state shall pay annually
to the state an excise tax according to or
measured by its net income to be computed
in the manner provided by this chapter at
the rate of nine percent

2 The 1957 amendments to this section
are effective with respect to returns for tax
able years beginning on or after January 1
1957 For prior taxable years the law appli
cable to such years shall continue to apply
Amended by 1957 c607 l subsection 2
derived from 1957 c607 11 and 1957 ss
c5 1

317060 Tax on state banks and finan

cial institutions 1 Every bank other than
a national banking association and every
financial corporation building and loan as
sociation savings and loan association and
mutual savings bank located within the
limits of this state shall annually pay to the
state for the privilege of carrying on or do
ing of business by it within this state an
excise tax according to or measured by its
net income to be computed in the manner
provided by this chapter at the rate of nine
percent

2 The 1957 amendments to this section
are effective with respect to returns for tax
able years beginning on or after January 1
1957 For prior taxable years the law appli
cable to such years shall continue to apply
Amended by 1957 c607 2 subsection 2
derived from 1957 c607 11 and 1957 ss
c5 1

317065 Taxes referred to in ORS
317055 and 317060 in lieu of all taxes ex

cept taxes on real property The tax refer
red to in ORS 317055 and 317060 is in

lieu of all other state county and municipal
taxes upon the corporations and associa
tions therein mentioned except taxes upon
their real property

317070 Tax on centrally assessed mer
cantile manufacturing and business corpora

317040 to 317050 lions offset against tax 1 Every centrally
Reserved for ex

assessed corporation the property of which
pansion is assessed by the State Tax Commission

IMPOSITION OF TAX OFFSET
under ORS 308505 to 308730 and every

AGAINST TAX mercantile manufacturing and business cor
poration doing or authorized to do business

317055 Tax on national banking as within this state except as provided in ORS
sociations and production credit associations 317080 to 317090 shall annually pay to this
1 Every national banking association and state for the privilege of carrying on or do
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CEXCISE TAX 317074

ing business by it within this state an excise net income which net income shall be com
in thistax according to or measured by its net in puted in the manner provided sec

come to be computed in the manner pro tion at the rate of seven percent upon the
vided by this chapter at the rate of six basis of its net income for the taxable year

percent but such tax shall not be less than a mini

2 a Each corporation subject to sub mum of 10 for each taxable year or other

section 1 of this section which is primarily taxable period
2 Net income of every corporation subengaged in manufacturing processing or as ject to this section shall be arrived at in thesembling materials into finished products for

following mannerpurposes of sale is entitled to an offset a Determine the taxable income in ac
against the tax imposed by subsection 1 cordance with the Corporation Income Taxof this section

Laws of the United States in effect on April
b The offset shall equal either A the 20 1955 except that the taxpayer shall not

amount assessed to and actually paid by it be allowed the deduction provided in section
upon its properly classified tangible personal 462 of the Internal Revenue Code of 1954
property located in this state and allocable b Add any taxes which are not de
to its personal property comprising the ma ductible under ORS 317265 but which have
terials goods in process and finished goods been deducted in determining such taxable
produced and held for sale described in the income
preceding paragraph or B onethird of its c Subtract under rules and regula
excise tax payable under this chapter which tions adopted by the commission all net n
ever is the lesser come derived from A property other than

c No excess part of such personal property having a situs in this state as de
property taxes as are allocated under para fined in ORS 308505 which is not used in
graph b of this subsection for use as an operations conducted partly within and part
offset shall be allowed as a deduction under ly without this state and B business or
ORS 317265 The amount of the offset service conducted outside this state and not
shall be diminished by any discount allowed connected directly with a business or service
and shall not be increased by any interest described in subsection 1 of ORS 308515
charged under ORS 311505 or 311515 in which the corporation is engaged in this

3 The 1957 amendments to this section state

are effective with respect to returns for tax 3 If the net income arrived at in ac

able years beginning on and after January 1 cordance with subsection 2 of this section

1957 The 1959 amendments to this section shall have been derived from business done

are applicable to taxable years beginning on both within and without the state such net

or after January 1 1959 For prior taxable income shall be allocated as follows

years the law applicable to such years shall a All net income from properties in
continue to apply Amended by 1957 c607 this state which are assessed by the county

3 1957 c709 1 subsection 3 derived assessor and all net income from intangibles
from 1957 c607 11 and 1957 c709 2 and having a situs in this state shall be allocated
1957 ss c5 1 1959 c631 2 to this state

b The remainder of such net income
317073 ORS 317074 no longer appli

shall be allocated to this state in accordance

cable ORS 317074 shall not apply to taxable ORS 314280 under rules and regula

years beginning on or after January 1 tions adopted by the commission which shall

1959 1959c631 6 fairly and accurately reflect the net income
of the business done within the state consist
ent with ORS 308550 and 308555 It shall

317074 Tax on public utilities 1 be satisfactory compliance with ORS 314280
Every corporation and company the prop for any corporation referred to in this sec
erty of which is assessed by the State Tax tion which owns leases operates over or
Commission under ORS 308505 to 308730 uses rail wire pipe or pole lines operational
and which does or is authorized to do busi routes or property within and without this
ness within this state shall annually pay to state if it shall so elect upon returns filed
this state for the privilege of carrying on with the commission under rules and regula
or doing business by it within this state an tions adopted by the commission to allocate
excise tax according to or measured by its to this state such proportion of its income
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317080 REVENUE AND TAXATION

from operating properties which the number
of miles of rail wire pipe or pole lines or
operational routes in this state controlled or
used by the corporation as owner lessee or
otherwise bears to the entire mileage of rail
wire pipe or pole lines or operational routes
controlled or used by the corporation as
owner lessee or otherwise

4 If a corporation referred to in thi
section computes its taxable income unde
the corporation income tax laws of th
United States upon the basis of a consoli
dated return net income for the purpose o
this section may with the approval of th
commission u n d e r rules and regulation
which determine income properly attribut
able to this state and taxable under this sec
tion be based upon such consolidated return

5 The 1957 amendments to this sectio
are effective with respect to returns for tax
able years beginning on and after January
1957 For prior taxable years the law appl
cable to such years shall continue to apply
1955 c592 2 1957c607 4 subsection 5
derived from 1957 c607 11 and 1957 ss
c5 1

317075 Repealed by 1955 c592 4

317080 Exempt corporations
lowing corporations are exempt
taxes imposed by this chapter

4 Corporations and any community
chest fund or foundation organized and
operated exclusively for religious charitable
scientific literary or educational purposes
or for the prevention of cruelty to children
or animals no part of the net earnings of
which inures to the benefit of any private
stockholder or individual

s 5 Business leagues chambers of com
r merce real estate boards or boards of trade
e not organized for profit no part of the net

earnings of which inures to the benefit of
f any private stockholder or individual
e 6 Civic leagues or organizations not
s organized for profit but operated exclusively

for the promotion of social welfare or local
associations of employes the membership of
which is limited to the employes of a desig

n nated person or persons in a particular mu
nicipality and the net earnings of which are

1idevoted exclusively to charitable education
al or recreational purposes and no part of
the net earnings of which inures to the benefit
of any private stockholder or individual

7 Clubs organized and operated ex
clusively for pleasure recreation and other
nonprofitable purposes no part of the net
earnings of which inures to the benefit of
any private stockholder or individual

The fol 8 Farmers or other mutual hail cy
from the clone fire or life insurance companies mu

tual ditch or irrigation companies mutual or

1 Labor agricultural or horticultural
organizations no part of the net earnings of
which inures to the benefit of any private
stockholder or individual

2 Fraternal beneficiary societies or
ders or associations a operating under
the lodge system or for the exclusive benefit
of the members of a fraternity itself operat
ing under the lodge system and b provid
ing for the payment of life sick accident or
other benefits to the members of such

society order or association or their de
pendents

3 Cemetery companies which are

owned and operated exclusively for the bene
fit of their members or which are not operated
for profit and any corporation chartered
solely for burial purposes as a cemetery
corporation and not permitted by its charter
to engage in any business not necessarily
incident to that purpose no part of the net
earnings of which inures to the benefit of
any private stockholder or individual

L

cooperative telephone or mutual or coopera
tive electric companies or like organizations
but only if 85 percent or more of the income
of which companies consists of assessments
dues and fees collected from the members

for the sole purpose of meeting expenses
The 1957 amendments to this subsection ap
ply to all taxable years ending on and after
August 3 1955

9 Farmers and fruit growers associa
tions organized and operated on a coopera
tive basis a for the purpose of marketing
the products of members or other producers
and turning back to them the proceeds of
sales less the necessary marketing expenses
on the basis of either the quantity or the
value of the products furnished by them or
b for the purpose of purchasing supplies
and equipment for the use of members or
other persons and turning over such sup
plies and equipment to them at actual cost
plus necessary expenses Exemption shall
not be denied any such association because it
has capital stock if the dividend rate of
such stock is fixed at not to exceed the
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CORPORATION EXCISE TAX

legal rate of interest in the state of in
corporation or eight percent per year which
ever is greater on the value of the consid
eration for which the stock was issued and
if substantially all such stock other than
nonvoting preferred stock the owners of
which are not entitled or permitted to par
ticipate directly or indirectly in the profits
of the association upon dissolution or other
wise beyond the fixed dividends is owned
by producers who market their products or
purchase their supplies and equipment
through the association Exemption shall not
be denied any such association because there
is accumulated and maintained by it a re
serve required by state law or a reasonable
reserve for any necessary purpose Such an
association may market the products of non
members in an amount the value of which

does not exceed the value of the products
marketed for members and may purchase
supplies and equipment for nonmembers in
an amount the value of which does not ex

ceed the value of the supplies and equip
ment purchased for members provided the
value of the purchase made for persons who
are neither members nor producers does not
exceed 15 percent of the value of all its
purchases

10 Corporations organized by an as
sociation exempt under subsection 9 of
this section or members thereof for the
purpose of financing the ordinary crop oper
ations of such members or other producers
and operated in conjunction with such as
sociation Exemption shall not be denied any
such corporation because it has capital
stock if the dividend rate of such stock
is fixed at not to exceed the legal rate of
interest in the state of incorporation or eight
percent per year whichever is greater on
the value of the consideration for which the
stock was issued and if substantially all
such stock other than nonvoting preferred
stock the owners of which are not entitled
or permitted to participate directly or in
directly in the profits of the corporation
upon dissolution or otherwise beyond the
fixed dividends is owned by such associa
tion or members thereof Exemption shall
not be denied any such corporation because
there is accumulated and maintained by it a
reserve required by state law or a reason
able reserve for any necessary purpose

11 Insurance companies and interin

317090

taxable years beginning after December 31
1954 with respect to its income as a corpo
rate attorney in fact for a reciprocal or inter
insurance exchange corporations acting as
attorneys in compliance with ORS 749010
to 749150

12 State and federal credit unions so
long as the interest or dividends paid on
shares do not exceed eight percent per year

13 For taxable years ending after De
cember 31 1954 corporations organized and
operated primarily for the purpose of hold
ing title to property and furnishing living
quarters to a college fraternity sorority
student housing cooperative or student liv
ing organization for the benefit of students
attending institutions of higher education no
part of the net earnings of which corpora
tions inures to the benefit of any private
shareholder or individual The 1959 amend
ment which added this subsection is intended

to apply retroactively to all taxable years
ending after December 31 1954 and not
withstanding any other provision of law
any return for such taxable years shall be
adjusted any assessment of taxes includ
ing the tax penalty and interest shall be
canceled and any refund or credit due the
taxpayer shall be made or allowed without
interest to the extent necessary to give
this subsection such retroactive effect

14 Corporations engaged in no busi
ness or rental activities whatsoever being
organized for the exclusive purpose of hold
ing title to property used by a corporation
which itself is exempt under this section
This subsection shall apply to taxable years
subject to audit by the commission on and
after August 5 1959

15 The 1955 amendments to this sec
tion shall apply only to taxable years end
ing on and after August 3 1955 The exemp
tions removed by the 1955 amendments to
this section shall continue in full effect for

prior taxable years and for the portion of
the then current taxable year prior to
August 3 1955 Amended by 1953 c207 1
1953 c653 3 1955 c592 5 last sentence
derived from 1955 c592 6 1957 c553 1
1959 c215 1

317085 Repealed by 1957 c607 10

317090 Minimum

named in ORS 317055
tax Each taxpayer
317060 and 317070

the state for the
n or doin business

surance and reciprocal exchanges upon shall pay annually to
which a tax on premiums is levied and for privilege of carrying c
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317095 REVENUE AND TAXATION

by it within this state a minimum tax
of 10 except that before January 1 1932
the minimum tax is 25 The minimum tax
shall not be apportionable except in the
case of a change of accounting periods and
for tax years beginning December 31 1944
shall not be reduced by reason of any dis
count under OCLA 1101523 as amended by
section 1 chapter 438 Oregon Laws 1943
or any other discount authorized under any
section of the excise tax law but shall be
payable in full for any part of the year
during which a corporation is subject to
tax

317095 Computation of tax upon
change of taxable status or tax rate 1 If
the taxable status of a corporation under
this chapter changes or if any rate of tax
imposed by this chapter changes and if the
taxable year includes the effective date of
the change unless that date is the first day
of the taxable year then tentative taxes
shall be computed by applying the rate for
the period before the effective date of the
change and the rate for the period on and
after such date to the taxable income for
the entire taxable year and the tax for such
taxable year shall be the sum of that pro
portion of each such tentative tax which the
number of days in each such period bears to
the number of days in the entire taxable
year A corporation shall be deemed to have
changed its taxable status on the effective
date of the Act which it first becomes
subject to the provisions of this chapter and
a corporation which at any time ceases to be
subject to this chapter shall be deemed to
have changed its taxable status at that time

2 This section shall apply only to tax
able years ending on and after August 3
1955 1955c592 3 subsection 2 derived
from 1955c592 6

317100 Reserved for expansion
GROSS INCOME EXCLUSIONS FROM

GROSS INCOME

317105 Gross income Gross income

as used in this chapter includes
1 Gains profits and income derived

from the business of whatever kind and in
whatever form received

2 Gains profits or income from deal
ings in real or personal property

3 Gains profits or income received as
compensation for services as interest rents
commissions brokerage or other fees or
other income of whatever character otherwise

received in carrying on the business

4 All interest received on bonds secur
ities or other evidence of indebtedness and
all dividends received on stock including
stock dividends and all other income from
money or credits

317110 Exclusions from gross income
Gross income does not include the follow

ing items which are exempted from taxation
under this chapter

1 The proceeds of life insurance pol
icies paid upon the death of the insured nor
the amount received by the insured as a re
turn of premiums paid by the insured under
life or fire insurance endowment or annuity
contracts either during the term or at the
maturity of the term mentioned in the con
tract or upon surrender of the contract

2 The amount received as dividends
from a corporation subject to tax under
this chapter by a corporation organ

ized to hold stock in other corporations and
holding 30 percent or more of the stock of
the corporation which paid the dividend but
only to the extent that the income of the
corporation which paid the dividend has
been included in the measure of the tax

paid by the latter corporation under this
chapter

3 The amount received as dividends
from a corporation by a corporation author
ized to hold stock in other corporations and
holding 50 percent or more of the voting
stock of the corporation which paid the divi
dend

4 Dividends distributed in complete or
partial liquidation of a corporation to the
extent that they comprise a return of capital
to the stockholder

5 Interest dividends and other income
realized prior to January 1 1939 which oth
erwise is taxed by this state as income of the
taxpayer under the Intangibles Income Tax
Act of 1931 as amended

6 So much of the income attributable

to the recovery in whole or in part of an
amount which was allowed as a deduction

from gross income on a return for a prior
tax year made under this chapter as is equal
to the amount of the prior deduction which
as determined in accordance with regulations
prescribed by the commission did not result
in a reduction of the taxpayers tax liability
on such prior return reduced by the amount
excludable in previous tax years under the
provisions of this subsection with respect to
the recovery of a part of the particular prior
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deduction This subsection shall not apply
to deductions allowed or allowable with re

spect to depreciation depletion or amortiza
tion This subsection is applicable to tax
years beginning after December 31 1952

7 Income other than rent derived by
a lessor of real property upon the termina
tion of a lease representing the value of
such property attributable to buildings
erected or other improvements made by the
lessee This subsection is applicable to any
tax year the return for which is open to
adjustment on July 21 1953 Amended by
1953 c385 9

317115 to 317150 Reserved for expan
sion

NET INCOME METHODS OF
ACCOUNTING AND REPORTING

317155 Net Income Net income as

used in this chapter means the gross income
less the deductions allowed

317160 Accounting periods and meth
ods The net income shall be computed upon
the basis of the taxpayers annual account
ing period fiscal year or calendar year as
the case may be in accordance with the
method of accounting regularly employed in
keeping the books of such taxpayer but if
such method employed does not clearly re
flect the net income the computation shall be
made in accordance with such method as the

commission may prescribe to reflect the net
income If the taxpayersannual accounting
period is other than a fiscal year or if the
taxpayer has no annual accounting period
or does not keep books the net income shall
be computed on the basis of the calendar
year

317165 Dealers in personal property on
an instalment basis Under regulations pre
scribed by the commission a taxpayer who
regularly sells or otherwise disposes of per
sonal property on the instalment plan may
return as income therefrom in any taxable
year that proportion of the instalment pay
ments actually received in that year which
the gross profit realized or to be realized
when payment is completed bears to the
total contract price

317170 Sales of realty and casual sales
of personalty on instalment basis 1 In the
case of a a casual sale or other casual dis

position of personal property other than
I

property of a kind which would be properly
included in the inventory of the taxpayer if
on hand at the close of the taxable year
for a price exceeding1000 or b a sale or
other disposition of real property if in either
case the initial payments do not exceed 30
percent of the selling price the income may
under regulations prescribed by the com
mission be returned on the basis and in the
manner prescribed in ORS 317165 and
317175 As used in this section the term

initial payments means the payments re
ceived in cash or property other than evi
dences of indebtedness of the purchaser dur
ing the taxable year in which the first pay
ment on account of the sale or other dispo
sition is received

2 If the transaction is reported by the
taxpayer as resulting in a gain an election
to report a casual sale or other casual dis
position of real or personal property on the
instalment basis must be clearly manifested
in the first return of the taxpayer made for
the taxable year in which the sale or other
disposition was made or if no payments are
received in that year in the first year in
which payments are received If such mani
festation is not so made or if the sale or dis
position is omitted from the return or if the
transaction is erroneously and in bad faith
reported as resulting in a loss the entire
gain as determined in subsection 1 of ORS
317210 shall be included in income for the
taxable year in which the sale or disposition
was made however if no initial payment is
received in the year of sale or other dispo
sition the gain shall be included in the tax
able year in which the initial payment is
made

3 The 1955 amendments to this sec
tion shall be applicable to any taxable year
the return for which is open to adjustment
on August 3 1955 Amended by 1955 c99
1 subsection 3 derived from 1955 c99
2

317175 Change to instalment basis

1 If a taxpayer entitled to the benefits of
ORS 317165 elects for any taxable year to
report its net income on the instalment
basis then in computing its taxable income
for such year referred to in this section as
year of change or for any subsequent
year

a Instalment payments actually re
ceived during any such year on account of
sales or other disposition of property made
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in any tax year before the year of change
shall not be excluded but

b The tax imposed by chapter for
any taxable year referred to in this section
as adjustment year shall be reduced by
the adjustment computed under subsection
2 of this section

2 In determining the adjustment re
ferred to in paragraph b of subsection 1
of this section first determine for each tax
able year before the year of change the
amount which equals the lesser of

a The portion of the tax for such prior
taxable year which is attributable to the
gross profit which was included in gross in
come for such prior taxable year and which
by reason of paragraph a of subsection
1 of this section is includible in gross in
come for the taxable year or

b The portion of the tax for the ad
justment year which is attributable to the
gross profit described in paragraph a of
subsection 2 of this section
The adjustment referred to in paragraph
b of subsection 1 of this section for the
adjustment year is the sum of the amounts
for all taxable years b e f o r e the year of
change determined u n d e r the preceding
sentence

3 For purposes of subsection 2 of
this section the portion of the tax for a
prior taxable year or for the adjustment
year which is attributable to the gross
profit described in such subsection is that
amount which bears the same ratio to the

tax imposed by this chapter for such taxable
year computed without regard to subsec
tion 2 of this section as the gross profit
described in subsection 2 of this section
bears to the gross income for such taxable
year

4 The 1955 amendments to this sec
tion shall apply to tax years beginning on
and after December 31 1953 Amended by
1955 c128 1 subsection 4 derived from
1955 c128 2

317180 Repealed by 1957 c632 1
ORS 314280 enacted in lieu of ORS 316205
and 317180

come are to be returned for the tax year in
which they are received by the taxpayer un
less they have been reported at an earlier
period in accordance with the approved
method of accounting followed by the tax
payer If a taxpayer is dissolved there shall
also be included in computing net income of
the taxpayer for the taxable period in which
it is dissolved amounts accrued up to the
date of dissolution if not otherwise properly
includable in respect of such period or a prior
period regardless of the fact that the tax
payer may have kept its books and made its
returns on the basis of cash receipts and dis
bursements This section shall not apply
with respect to crops not harvested within
said taxable period or to livestock 1955
c205 2

317195 Dissolution of taxpayer effect
on deductions allowed In the case of the dis

solution of a taxpayer there shall be allowed
as deductions for the taxable period in which
the taxpayer dissolved regardless of the
fact that the taxpayer may have kept its
books and made its returns on the basis of

cash receipts and disbursements amounts
accrued up to the date of dissolution if not
otherwise properly allowable in respect of
such period or a prior period under this
chapter 1955 c205 3

317200 Reserved for expansion

DETERMINATION AND RECOGNITION
OF GAIN AND LOSS

317205 Repealed by 1959 c389 1
ORS 317206 enacted in lieu of ORS

317205

317206 Definitions 1 a Reorgan
ization means

A A statutory merger or consolidation
or

B The acquisition by one corporation
in exchange solely for all or a part of its
voting stock of stock of another corpora
tion if immediately after the acquisition
the acquiring corporation has control of such
other corporation whether or not such ac
quiring corporation had control immediately
before the acquisition or317185 Repealed by 1957 c632 Al

ORS 314285 enacted in lieu of ORS 316210
and 317185

317190 Dissolution of taxpayer effect
on reporting income In the case of the dis
solution of a taxpayer gains profits and in

s

C The acquisition by one corporation
in exchange solely for all or a part of its
voting stock or in exchange solely for all
or a part of the voting stock of a corpora
tion which is in control of the acquiring cor
poration of substantially all of the prop
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erties of another corporation but in deter
mining whether the exchange is solely for
stock the assumption by the acquiring cor
poration of a liability of the other or the
fact that property acquired is subject to a
liability shall be disregarded or

D A transfer by a corporation of all
or a part of its assets to another corporation
if immediately after the transfer the trans
feror or one or more of its shareholders
including persons who were shareholders
immediately before the transfer or any
combination thereof is in control of the
corporation to which the assets are trans
ferred but only if in pursuance of the plan
stock or securities of the corporation to
which the assets are transferred are distrib
uted in a transaction which qualified under
subsection 2 or subsection 6 of ORS
317231 or 317236 or

E A recapitalization or

F A mere change in identity form or
place of organization however effected

b A If a transaction is described in
both subparagraphs C and D of para
graph a of this subsection then such
transaction shall be treated as described

only in subparagraph D

B If one corporation acquires substan
tially all of the properties of another cor
poration the acquisition would qualify under
subparagraph C of paragraph a of this
subsection but for the fact that the acquir
ing corporation exchanges money or other
property in addition to voting stock and
the acquiring corporation acquires solely for
voting stock described in subparagraph C
of paragraph a of this subsection prop
erty of the other corporation having a fair
market value which is at least 80 percent of
the fair market value of all of the property
of the other corporation then such acquisi
tion shall subject to subparagraph A of
this paragraph be treated as qualifying
under subparagraph C of paragraph a
of this subsection Solely for the purpose of
determining whether as required by the
preceding sentence 80 percent of the fair
market value of the property was acquired
for voting stock of the acquiring corpora
tion the amount of any liability assumed
by the acquiring corporation and the amount
of any liability to which any property ac
quired by the acquiring corporation is sub
ject shall be treated as money paid for the
property

C A transaction otherwise qualifying
under subparagraph A or C of para
graph a of this subsection shall not be
disqualified by reason of the fact that part
or all of the assets which were acquired
in the transaction are transferred to a cor

poration controlled by the corporation ac
quiring such assets

2 A party to a reorganization in
cludes a corporation resulting from a reor
ganization and both corporations in the
case of a reorganization resulting from tie
acquisition by one corporation of stock o
properties of another In the case of a reor
ganization qualifying under subparagraph
C of paragraph a of subsection 1 of
this section if the stock exchanged for the
properties is stock of a corporation which is
in control of the acquiring corporation a
party to a reorganization includes the cor
poration so controlling the acquiring cor
poration In the case of a reorganization
qualifying under subparagraph A or C
of paragraph a of subsection 1 of this
section by reason of subparagraph C of
paragraph b of subsection 1 of this sec
tion a party to a reorganization includes
the corporation controlling the corporation
to which the acquired assets are transferred

3 Control means the ownership of
stock possessing at least 80 percent of the
total combined voting power of all classes of
stock entitled to vote and at least 80 percent
of the total number of shares of all other

classes of stock of the corporation
4 This section is effective with respect

to transactions occurring on or after Aug
ust 5 1959 1959 c389 2 enacted in lieu
of ORS 317205 subsection 4 derived
from 1959 c389 11

317210 Computation of gain or loss
1 The gain from the sale or other dispo
sition of property shall be the excess of the
amount realized therefrom over the adjusted
basis provided in ORS 317220 and the loss
shall be the excess of the adjusted basis
provided in ORS 317220 over the amount
realized
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2 The amount realized from the sale
or other disposition of property shall be the
sum of any money received plus the fair
market value of the property other than
money received

3 Nothing in ORS 317210 to 317220
shall be construed to prevent in the case
of property sold under contract providing
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for payment in instalments the taxation of
that portion of any instalment payment rep
resenting gain or profit in the year in which
such payment is received

317215 Amended by 1953 c385 9
1957 c338 1 part of subsections 10 and
11 of 1957 Replacement Part derived from
1957 c338 3 repealed by 1959 c389 3

ORS 317216 enacted in lieu of ORS
317215

317216 Unadjusted basis The basis of
property shall be as stated below

1 If the property should have been in
cluded in the last inventory the basis shall
be the last inventory value thereof

2 If the property was acquired by
purchase after December 31 1928 the basis
shall be the cost of the property

3 If the property was acquired by pur
chase before January 1 1929 the basis for
computing profit shall be the cost of the
property or the fair market value thereof
on January 1 1929 whichever is higher and
the basis for computing loss shall be the cost
of the property or the fair market value
thereof on January 1 1929 whichever is
lower However no profit shall be deemed
to have been derived if either the cost or

the fair market value on January 1 1929
exceeds the amount realized and no loss shall
be deemed to have been sustained if the cost

or fair market value on January 1 1929 is
less than the amount realized

4 If the property was acquired by gift
or transfer in trust other than a transfer
in trust by a bequest or devise before Jan
uary 1 1929 the basis for computing profit
shall be the fair market value of the property
at the date of transfer or the fair market

value thereof on January 1 1929 whichever
is higher and the basis for computing loss
shall be the fair market value of the prop
erty at the date of transfer or the fair mar
ket value on January 1 1929 whichever is
lower However no profit shall be deemed
to have been derived if either the fair mar
ket value at the date of transfer or the fair

market value on January 1 1929 exceeds
the amount realized and no loss shall be
deemed to have been sustained if either the
fair market value at the date of transfer or

the fair market value on January 1 1929 is
less than the amount realized

other than a transfer in trust by a bequest
or devise the basis shall be the same as it
would be in the hands of the donor or the

last preceding owner by whom it was not
acquired by gift except that for the purpose
of determining loss the basis shall be the
basis so determined or the fair market value

of the property at the time of the gift which
ever is lower If the facts necessary to deter
mine the basis in the hands of the donor or

the last preceding owner are unknown to
the donee the commission shall if possible
obtain such facts from such donor or last

preceding owner or anyother person cog
nizant thereof If the commission finds it im

possible to obtain such facts the basis in
the hands of such donor or last preceding
owner shall be the fair market value of such

property as found by the commission as of
the date or approximate date at which ac
cording to the best information the commis
sion is able to obtain such property was ac
quired by such donor or last preceding
owner

6 If the property was acquired before
January 1 1929 upon an exchange whether
or not an exchange as to which no gain or
loss would be recognized under ORS 317225
317231 or 317236 317240 317241 and
317245 to 317250 the basis shall be the
same as if the property had been purchased
on the date of such exchange for its fair
market value on that date

7 a If the property was acquired
after December 31 1928 upon an exchange
to which ORS 317231 applies the basis of
the property permitted to be received under
such section without the recognition of gain
or loss shall be the same as that of the prop
erty exchanged decreased by the fair market
value of any other property except money
received by the taxpayer and the amount
of any money received by the taxpayer and
increased by the amount which was treated
as a dividend and the amount of gain to the
taxpayer which was recognized on such ex
change not including any portion of such
gain which was treated as a dividend The
basis of any other property except money
received by the taxpayer shall be its fair
market value

b Under regulations prescribed by the
commission the basis determined under par
agraph a of this subsection shall be allo
cated among the properties permitted to be

5 If the property was acquired by gift received without the recognition of gain or
or transfer in trust after December 31 1928 loss In the case of an exchange to which sub
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section 6 of ORS 317231 or so much of
ORS 317236 as relates to such subsection
6 applies then in making such alloca
tion there shall be taken into account not

only the property so permitted to be re
ceived without the recognition of gain or loss
but also the stock or securities if any of
the distributing corporation which are re
tained and the allocation of basis shall be
made among all such properties

c For purposes of this subsection a
distribution to which subsection 6 of ORS
317231 or so much of ORS 317236 as re
lates to such subsection applies shall be
treated as an exchange and for such pur
poses the stock and securities of the dis
tributing corporation which are retained
shall be treated as surrendered and re
ceived back in the exchange

d Where as part of the consideration
to the taxpayer another party to the ex
change assumed a liability of the taxpayer
or acquired from the taxpayer property sub
ject to a liability such assumption or acqui
sition in the amount of the liability shall
for purposes of this subsection be treated
as money received by the taxpayer on the
exchange

8 a If property was acquired by a
corporation in connection with a transac
tion to which subsection 4 of ORS 316281
or subsection 5 of ORS 317231 relating
to transfer of property to corporation con
trolled by transferor applies or as paidin
surplus or as a contribution to capital then
the basis shall be the same as it would be
in the hands of the transferor increased in
the amount of gain recognized to the trans
feror on such transfer

b If property was acquired by a cor
poration in connection with a reorganiza
tion to which subsection 2 or 3 of ORS
317231 applies or to which subsection 3
of ORS 316281 applies then the basis shall
be the same as it would be in the hands of

the transferor increased in the amount of
gain recognized to the transferor on such
transfer This subsection shall not apply if
the property acquired consists of stock or se
curities in a corporation a party to the re
organization unless acquired by the issuance
of stock or securities of the transferee as

the consideration in whole or in part for the
transfer

317216

standing the provisions of section 270 of
the Bankruptcy Act 54 Stat 709 11 USC
670 the basis in the hands of the acquiring
corporation shall be the same as it would
be in the hands of the corporation whose
property was so acquired increased in the
amount of gain recognized to the corpora
tion whose property was so acquired under
the law applicable to the year in which the
acquisition occurred

d Notwithstanding paragraph a of
this subsection if property other than money
is acquired by a corporation as a contribu
tion to capital and is not contributed by a
shareholder as such then the basis of such
property shall be zero Notwithstanding
paragraph a of this subsection if money
is received by a corporation as a contribu
tion to capital and is not contributed by a
shareholder as such then the basis of any
property acquired with such money during
the 12month period beginning on the day
the contribution is received shall be reduced

by the amount of such contribution The ex
cess if any of the amount of such con
tribution over the amount of the reduction

under the preceding sentence shall be ap
plied to the reduction as of the last day of
the period specified in the preceding sen
tence of the basis of any other property
held by the taxpayer The particular prop
erties to which the reductions required by
this paragraph shall be allocated shall be
determined under regulations prescribed by
the commission

9 If the property was acquired after
December 31 1928 as the result of a com
pulsory or involuntary conversion described
in ORS 317250 or paragraph a of subsec
tion 1 of ORS 317249 the basis shall be
the same as in the case of the property so
converted decreased in the amount of any
money received by the taxpayer which was
not expended upon such conversion and in
creased in the amount of gain to the tax
payer recognized upon such conversion If
the property was purchased by the taxpayer
and such purchase resulted under the pro
visions of paragraph b of subsection 1
of ORS 317249 in the nonrecognition of
any part of the gain realized as the result of
a compulsory or involuntary conversion the
basis shall be the cost of such property de
creased in the amount of the gain not so rec

c If property was acquired by a cor ognized and if the property purchased con
poration in a transfer to which subsection sists of more than one piece of property the
7 of ORS 317231 applies then notwith basis determined under this sentence shall
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be allocated to the purchased properties in
proportion to their respective costs The
1953 amendments to this subsection are ap
plicable to tax years beginning after De
cember 31 1952

10 If the property was acquired by a
corporation upon a distribution in complete
liquidation of another corporation within
the meaning of ORS 317245 then except as
provided in subsection 11 of this section
the basis shall be the same as it would be

in the hands of the transferor However if
such acquisition occurred prior to August 2
1951 the basis shall be as determined by
the law in effect on the date of such ac

quisition

11 If the property was acquired by a
corporation upon a distribution in complete
liquidation of another corporation within
the meaning of ORS 317245 the basis of
the property in the hands of the distributee
shall be the adjusted basis of the stock with
respect to which the distribution was made
if

a The distribution is pursuant to a
plan of liquidation adopted on or after June
22 1954 and not more than two years after
the date of the transaction described in

paragraph b of this subsection or in the
case of a series of transactions the date of
the last such transaction and

b Stock of the distributing corporation
possessing at least 80 percent of the total
combined voting power of all classes of stock
entitled to vote and at least 80 percent of
the total number of shares of all other classes

of stock except nonvoting stock which is
limited and preferred as to dividends was
acquired by the distributee by purchase dur
ing a period of not more than 12 months
A purchase for purposes of this paragraph
means any acquisition of stock but only if
the basis of the stock in the hands of the
distributee is not determined in whole or in

part by reference to the adjusted basis of
such stock in the hands of the person from
whom acquired the stock is not acquired
in an exchange to which subsection 4 of
ORS 316281 or subsection 5 of ORS

317231 applies the stock is not acquired
from an affiliated corporation as such term
is defined in ORS 317360 or the stock is
not acquired from a decedent by bequest or
inheritance 317220 Adjusted basis
This subsection applies to taxable years basis 1 The adjusted basis
ending after June 22 1954 ing the gain or loss from the

1030

12 For purposes of subsection 11 of
this section under regulations prescribed by
the commission proper adjustment in the
adjusted basis of any stock shall be made
for any distribution made to the distributee
with respect to such stock before the adop
tion of the plan of liquidation for any money
received for any liabilities assumed or sub
ject to which the property was received and
for other items For purposes of this sub
section and of subsection 11 of this sec
tion the term distributee means only the
corporation which meets the 80 percent stock
ownership requirements specified in ORS
317245 This subsection applies to taxable
years ending after June 22 1954

13 If the property consists of stock
or securities the acquisition of which or
the contract or option to acquire which re
sulted in the nondeductibility under ORS
317270 of the loss from the sale or other

disposition of substantially identical stock
or securities then the basis shall be the basis
of the stock or securities so sold or disposed
of increased or decreased as the case may
be by the difference if any between the
price at which the property was acquired
and the price at which such substantially
identical stock or securities were sold or

otherwise disposed of This subsection is ap
plicable to any tax year the return for
which is open to adjustment on July 21 1953

14 If the property consists of stock
called old stock in respect of which the
shareholder has received a distribution of

stock or rights to acquire stock in the dis
tributing corporation called new stock
and if the distribution did not constitute re

ceipt of a dividend taxable under this chap
ter the basis of the old and new stock re
spectively shall in the shareholdershands
be determined by allocating between the old
stock and the new stock the adjusted basis
of the old stock such allocation to be made
under regulations prescribed by the commis
sion This subsection is applicable to any tax
year the return for which is open to adjust
ment on July 21 1953
This section is effective with respect to
transactions occurring on or after August
5 1959 1959 c389 4 enacted in lieu of
ORS 317215 last sentence derived from
1959 c389 11

substituted

for determin

sale or other
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disposition of property whenever acquired
shall be the basis determined under ORS

317216 adjusted as provided in this section

2 Proper adjustment in respect of the
property shall in all cases be made

a For expenditures receipts losses or
other items properly chargeable to capital
account but no such adjustment shall be
made in respect to items for which deduc
tions have been taken by the taxpayer on its
tax returns for the prior years if the ad
justment of such returns is barred

b In respect to any period whether
before or after January 1 1929 for exhaus
tion wear and tear obsolescence amortiza
tion and depletion to the extent actually
sustained but not less than the total amount
actually allowed upon returns to the State
of Oregon during the period after December
31 1928

c In the case of stock to the extent
not provided for in paragraphs a and b
of this subsection for the amount of distri
butions previously made which were appli
cable in reduction of basis

317231

for which is open to adjustment on July 21
1953 Amended by 1953c385 91

317225 Recognition of gain or loss
Upon the sale or exchange of property the
entire amount of the gain or loss as deter
mined under ORS 317210 shall be recog
nized except as provided in ORS 317231 to
317250

317230 Amended by 1953 c385 9
repealed by 1959 c389 5 ORS 317231 en
acted in lieu of ORS 317230

317231 Exchanges solely in kind 1
No gain or loss shall be recognized if prop
erty held for productive use in trade or busi
ness or for investment not including stock
in trade or other property held primarily for
sale nor stocks bonds notes choses in ac
tion certificates of trust or beneficial inter
est or other securities or evidences of in
debtedness or interest is exchanged solely
for property of a like kind to be held either
for productive use in trade or business or
for investment

3 The term substituted basis as 2 No gain or loss shall be recognized
used in this section means a basis determined if stock or securities in a corporation a
under any provision of ORS 317216 pro party to a reorganization are in pursuance
viding that the basis shall be determined of the plan of reorganization exchanged

a By reference to the basis in the solely for stock or securities in such corpora
hands of a transferor donor or grantor or tion or in another corporation a party to

b By reference to other property held the reorganization The preceding sentence
at any time by the corporation for whom the shall not apply if the principal amount of
basis is to be determined any such securities received exceeds the prin

4 Whenever it appears that the basis cipal amount of any such securities surrend
of property in the hands of the taxpayer is ered or any such securities are received and
a substituted basis then the adjustments no such securities are surrendered nor shall
provided in subsection 2 of this section such sentence apply to an exchange in pur
shall be made after first making in respect suance of a plan of reorganization if the re
of such substituted basis proper adjustments organization is one described in subpara
of a similar nature in respect of the period graph D of paragraph a of subsection
during which the property was held by the 1 of ORS 317206 unless the corporation
transferor donor or grantor or during to which the assets are transferred acquires
which the other property was held by the substantially all of the assets of the trans
corporation for whom the basis is to be feror of such assets and the stock securities
determined A similar rule shall be applied and other properties received by such trans
in the case of a series of substituted bases feror as well as the other properties of such

5 Neither the basis nor the adjusted transferor are distributed in pursuance of

basis of any portion of real property shall the plan of reorganization Notwithstanding

in the case of the lessor of such property be any other provision of this chapter the rule
increased or diminished on account of income of this subsection and so much of ORS

derived by the lessor in respect of such prop 317236 as relates to this subsection shall

erty and excludable from gross income un
der subsection 7 of ORS 317110

apply with respect to any plan of reorgan
ization for a railroad approved by the Inter

6 The 1953 amendments to this section state Commerce Commission under section

are applicable to any tax year the return 77 of the Bankruptcy Act under section 20 b
1031
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of the Interstate Commerce Act as being
in the public interest

3 No gain or loss shall be recognized
if a corporation a party to a reorganization
exchanges property in pursuance of the plan
of reorganization solely for stock or securi
ties in another corporation a party to the
reorganization

4 No gain or loss shall be recognized
if common stock in a corporation is ex
changed solely for common stock in the
same corporation or if preferred stock in a
corporation is exchanged solely for preferred
stock in the same corporation

5 No gain or loss shall be recognized if
property is transferred to a corporation by
one or more persons solely in exchange for
stock or securities in such corporation and
immediately after the exchange such person
or persons are in control of the corporation
For purposes of this subsection stock or se
curities issued for services shall not be con
sidered as issued in return for property In
determining control for purposes of this
subsection the fact that any corporate trans
feror distributes part or all of the stock
which it receives in the exchange to its share
holders shall not be taken into account

6 a If a corporation referred to in
this section as the distributing corpora
tion distributes to a shareholder with re
spect to its stock or distributes to a security
holder in exchange for its securities solely
stock or securities of a corporation referred
to in this section as controlled corporation
which it controls immediately before the dis
tribution stock which was acquired by the
distributing corporation by reason of any
transaction occurring within five years of
the distribution in which gain or loss was
recognized in whole or in part to be con
sidered other property and not stock for
such purposes the transaction was not used
principally as a device for the distribution
of the earnings and profits of the distribut
ing corporation or the controlled corpora
tion or both but the mere fact that subse
quent to the distribution stock or securities
in one or more of such corporations are sold
or exchanged by all or some of the distrib
utees other than pursuant to an arrange
ment negotiated or agreed upon prior to
such distribution shall not be construed to
mean that the transaction was used prin
cipally as such a device the requirements
of paragraph b of this subsection relat
ing to active businesses are satisfied and

I

as part of the distribution the distributing
corporation distributes all of the stock and
securities in the controlled corporation held
by it immediately before the distribution or
an amount of stock in the controlled cor

poration constituting control and it is estab
lished to the satisfaction of the commission

that the retention by the distributing cor
poration of stock or stock and securities
in the controlled corporation was not in pur
suance of a plan having as one of its prin
cipal purposes the avoidance of Oregon in
come or excise taxes then no gain or loss
shall be recognized to and no amount shall

vlily Vl IJ 11611 g11Qr1 G

holder or security holder on the receipt of
such stock or securities This subsection shall

apply whether or not the distribution is pro
rata with respect to all of the shareholders
of the distributing corporation whether or
not the shareholder surrenders stock in the
distributing corporation and whether or not
the distribution is in pursuance of a plan
of reorganization This subsection shall not
apply if the principal amount of the securi
ties in the controlled corporation which are
received exceeds the principal amount of
the securities which are surrendered in con
nection with such distribution or securities
in the controlled corporation are received
and no securities are surrendered in connec
tion with such distribution

b Paragraph a of this subsection
shall apply only if either the distributing
corporation and the controlled corporation
or if stock of more than one controlled cor
poration is distributed each of such cor
porations is engaged immediately after the
distribution in the active conduct of a trade
or business or immediately before the dis
tribution the distributing corporation had
no assets other than stock or securities in
the controlled corporations and each of the
controlled corporations is engaged imme
diately after the distribution in the active
conduct of a trade or business For such pur
poses a corporation shall be treated as en
gaged in the active conduct of a trade or
business if and only if it is engaged in the
active conduct of a trade or business or
substantially all of its assets consist of stock
and securities of a corporation controlled
by it immediately after the distribution
which is so engaged such trade or business
has been actively conducted throughout the
fiveyear period ending on the date of the
distribution such trade or business was not
acquired within such fiveyear period in a
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transaction in which gain or loss was rec
ognized in whole or in part and control of
a corporation which at the time of acquisi
tion of control was conducting such trade
or business was not acquired directly or
through one or more corporations by another
corporation within such fiveyear period
or was so acquired by another corporation
within such period but such control was
so acquired only by reason of transactions
in which a gain or loss was not recognized in
whole or in part or only by reason of such
transactions combined with acquisitions be
fore the beginning of such period

7 No gain or loss shall be recognized if
property of a corporation other than a rail
road corporation as defined in section 77m
of the Bankruptcy Act 49 Stat 922 11
USC 205 is transferred in pursuance of
an order of the court having jurisdiction of
such corporation in a receivership fore
closure or similar proceeding or in a pro
ceeding under chapter X of the Bankruptcy
Act 52 Stat 883905 11USC chapter 10
or the corresponding provisions of prior law
to another corporation organized or made
use of to effectuate a plan of reorganization
approved by the court in such proceeding
in exchange solely for stock or securities in
such other corporation

8 No gain or loss shall be recognized
on an exchange consisting of the relinquish
ment or extinguishment of stock or securi
ties in a corporation the plan of reorganiza
tion of which is approved by the court in a
proceeding described in subsection 7 of
this section in consideration of the acquisi
tion solely of stock or securities in a cor
poration organized or made use of to ef
fectuate such plan of reorganization

9 This section is effective with respect
to transactions occurring on or after August
5 1959 1959 c389 6 enacted in lieu of
ORS 317230 subsection 9 derived from
1959 c389 11

317235 Repealed by 1959 c389 7
ORS 317236 enacted in lieu of ORS 317235
and 317240

317236 Exchanges not solely in ldnd
1 If an exchange would be within the pro
visions of subsection 1 2 4 5 6
or 8 of ORS 317231 if it were not for the
fact that the property received in exchange
consists not only of property permitted by
such subsection to be received without the

11
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recognition of gain but also of other prop
erty or money then the gain if any to the
recipient shall be recognized but in an
amount not in excess of the sum of such

money and the fair market value of such
other property

2 If an exchange is described in subsec
tion 2 or 6 of ORS 317231 but has the
effect of the distribution of a dividend then
there shall be treated as a dividend to each
distributee such an amount of the gain rec
ognized under subsection 1 of this section
as is not in excess of his ratable share of
the undistributed earnings and profits of
the corporation The remainder if any of
the gain recognized under subsection 1 of
this section shall be treated as gain from
the exchange of property

3 If subsection 6 of ORS 317231
would apply to a distribution but for the
fact that the property received in the dis
tribution consists not only of property per
mitted by such subsection to be received
without the recognition of gain but also
of other property or money then an amount
equal to the sum of such money and the fair
market value of such other property shall be
treated as a distribution of a dividend to
the extent that such amount is not in excess
of the distributeesratable share of the un

distributed earnings and profits of the cor
poration

4 If an exchange would be within the
provisions of subsection 3 or 7 of ORS
317231 if it were not for the fact that the

property received in exchange consists not
only of stock or securities permitted by such
subsection to be received without the recog
nition of gain but also of other property or
money then

a If the corporation receiving such
other property or money distributes it in
pursuance of the plan of reorganization no
gain to the corporation shall be recognized
from the exchange but

b If the corporation receiving such
other property or money does not distribute
it in pursuance of the plan of reorganiza
tion the gain if any to the corporation shall
be recognized but in an amount not in ex
cess of the sum of such money and the fair
market value of such other property so
received which is not so distributed

5 If subsection 1 2 3 4 5
7 or 8 of ORS 317231 would apply to
an exchange or subsection 6 thereof
apply to an exchange or distribution but for
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the fact that the property received in the
exchange or distribution consists not only
of property permitted by such subsection to
be received without the recognition of gain
or loss but also of other property or money
then no loss from the exchange or distribu
tion shall be recognized

6 The term other property as used
in this section includes securities except as
hereinafter provided

a The term other property does not
include securities to the extent that under
subsection 2 or 6 of ORS 317231 such
securities would be permitted to be received
without the recognition of gain

b If in an exchange described in sub
section 2 of ORS 317231 other than a
reorganization described in the last sentence
thereof securities of a corporation a party
to the reorganization are surrendered and
securities of any corporation a party to the
reorganization are received and the princi
pal amount of such securities received ex
ceeds the principal amount of such secur
ities surrendered then with respect to such
securities received the term other prop
erty means only the fair market value of
such excess For purposes of this paragraph
and paragraph c of this subsection if no
securities are surrendered the excess shall
be the entire principal amount of the se
curities received

c If In an exchange or distribution de
scribed in subsection 6 of ORS 317231
the principal amount of the securities in the
controlled corporation which are received
exceeds the principal amount of the securi
ties in the distributing corporation which
are surrendered then with respect to such
securities received the term other prop
erty means only fair market value of
such excess

d The term other property does not
include securities received in an exchange
under subsection 5 of ORS 317231

7 This section is effective with respect
to transactions occurring on or after August
5 1959 1959 c389 8 enacted in lieu of
ORS 317235 and 317240 subsection 7
derived from 1959 c389 11

317240 Repealed by 1959 c389 7
ORS 317236 enacted in lieu of ORS 317235

and 317240

of this section if the taxpayer receives prop
erty which would be permitted to be re
ceived under subsection 3 5 or 7 of
ORS 317231 or subsection 4 of ORS
316281 without the recognition of gain if
it were the sole consideration and as part
of the consideration another party to the
exchange assumes a liability of the taxpay
er or acquires from the taxpayer property
subject to a liability then such assumption
or acquisition shall not be treated as money
or other property and shall not prevent the
exchange from being within the provisions
of such subsection

2 If taking into consideration the na
ture of the liability and the circumstances in
the light of which the arrangement for the
assumption or acquisition was made it ap
pears that the principal purpose of the tax
payer with respect to the assumption or
acquisition described in subsection 1 of
this section was a purpose to avoid Oregon
income or excise taxes on the exchange or
if not such purpose was not a bona fide
business purpose then such assumption or
acquisition in the total amount of the li
ability assumed or acquired pursuant to
such exchange shall be considered as money
received by the taxpayer on the exchange
In any suit or proceeding where the burden
is on the taxpayer to prove such assump
tion or acquisition is not to be treated as
money received by the taxpayer such burden
shall not be considered as sustained unless
the taxpayer sustains such burden by the
clear preponderance of the evidence

3 In the case of an exchange to which
subsection 1 of this section applies if the
sum of the amount of the liabilities assumed
plus the amount of the liabilities to which
the property is subject exceeds the total of
the adjusted basis of the property trans
ferred pursuant to such exchange then
such excess shall be considered as a gain
from the sale or exchange of property This
subsection shall not apply to any exchange
to which subsection 2 of this section ap
plies

4 This section is effective with respect
to transactions occurring on or after August
5 1959 1959 c389 10 enacted in lieu
of ORS 317242 subsection 4 derived
from 1959 c389 111

317242 1953 c385 9 repealed by
317241 Assumption of liability 1 Ex 1959c389 9 ORS 317241 enacted in lieu

cept as provided in subsections 2 and 3 of ORS 317242
1034
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317245 Property received by corpora
tion on complete liquidation of another cor
poration No gain or loss shall be recognized
upon the receipt by a corporation of prop
erty including money distributed in com
plete liquidation of another corporation For
the purposes of this section a distribution
shall be considered to be in complete liqui
dation only if

1 The corporation receiving the prop
erty was on the date of the adoption of the
plan of liquidation and has continued to be
at all times until the receipt of the property
the owner of stock in such other corpora
tion possessing at least 80 percent of the
total combined voting power of all classes of
stock entitled to vote and the owner of at
least 80 percent of the total number of
shares of all other classes of stock except
nonvoting stock which is limited and pre
ferred as to dividends and was at no time
on or after the date of the adoption of the
plan of liquidation and until the receipt of
the property the owner of a greater per
centage of any class of stock than the per
centage of such class owned at the time of
the receipt of the property and

2 No distribution under the liquidation
was made before the first day of the first
taxable year of the corporation beginning
after December 31 1928 and either

3 The distribution is by such other
corporation in complete cancelation or re
demption of all its stock and the transfer of
all the property occurs within the taxable
year in such case the adoption by the stock
holders of the resolutions under which is
authorized the distribution of all the assets
of such corporation in complete cancelation
or redemption of all its stock shall be con
sidered an adoption of a plan of liquidation
even though no time for the completion of
the transfer of the property is specified in
such resolutions or

4 Such distribution is one of a series of
distributions by such other corporation in
complete cancelation or redemption of all its
stock in accordance with a plan of liquida
tion under which the transfer of all the prop
erty under the liquidation is to be completed
within three years from the close of the tax
able year during which is made the first of
the series of distributions under the plan
except that if such transfer is not completed
within such period or if the taxpayer does
not continue qualified under subsection 1
of this section until the completion of such

1

317247

transfer no distribution under the plan shall
be considered a distribution in complete
liquidation If such transfer of all the prop
erty does not occur within the taxable year
the commission may require of the taxpayer
such bond or waiver of the statute of limita
tions on assessment and collection or both as

it may deem necessary to insure if the
transfer of the property is not completed
within such threeyear period or if the tax
payer does not continue qualified under sub
section 1 of this section until the comple
tion of such transfer the assessment and
collection of all excise taxes then imposed by
law for such taxable year or subsequent tax
able years to the extent attributed to prop
erty so received

317247 Complete liquidation of corpor
ation and distribution of all its assets 1 If
on or after January 1 1955 a corporation
adopts a plan of complete liquidation with
respect to which ORS 317245 does not
apply and within the 12month period be
ginning on the date of the adoption of such
plan all of the assets of the corporation are
distributed in c o m p l e t e liquidation less
assets retained to meet claims then no gain
or loss shall be recognized to such corpora
tion from the sale or exchange by it of prop
erty within such 12month period

2 For the purposes of subsection 1
of this section the term property does not
include

a Stock in trade of the corporation or
other property of a kind which would prop
erly be included in the inventory of the cor
poration if on hand at the close of the tax
able year and property held by the corpora
tion primarily for sale to customers in the
ordinary course of its trade or business

b Instalment obligations acquired in
respect of the sale or exchange without re
gard to whether such sale or exchange oc
curred before on or after the date of the
adoption of the plan referred to in subsec
tion 1 of this section of stock in trade or
other property described in paragraph a
of this subsection

c Instalment obligations acquired in
respect of property other than property de
scribed in paragraph a of this subsection
sold or exchanged before the date of the
adoption of such plan of liquidation

3 Notwithstanding any other provi
sions of this section if substantially all of
the property described in paragraph a of
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subsection 2 of this section which is at
tributable to a trade or business of the cor

poration is in accordance with this section
sold or exchanged to one person in one
transaction then for the purposes of sub
section 1 of this section the term prop
erty includes

a Such property so sold or exchanged
and

b Instalment obligations acquired in
respect of such sale or exchange

4 In the case of a sale or exchange
following the adoption of a plan of complete
liquidation if ORS 317245 applies with re
spect to such liquidation then

a If the basis of the property of the
liquidating corporation in the hands of the
distributee is determined under subsection
10 of ORS 317216 this section shall not
apply or

b If the basis of the property of the
liquidating corporation in the hands of the
distributee is determined under subsection

11 of ORS 317216 this section shall apply
only to that portion if any of the gain
which is not greater than the excess of that
portion of the adjusted basis adjusted for
any adjustment required under subsection
12 of ORS 317216 of the stock of the
liquidating corporation which is allocable
under regulations prescribed by the com
mission to the property sold or exchanged
over the adjusted basis in the hands of the
liquidating corporation of the property sold
or exchanged
This subsection applies to taxable years end
ing after January 1 1955 1955 c354 2
1957c338 2 part of subsection 4 derived
from 1957 c338 3

317249 Involuntary conversion after

December 31 1952 1 If after December
31 1952 property as a result of its destruc
tion in whole or in part theft seizure or
requisition or condemnation or threat or
imminence thereof is compulsorily or in
voluntarily converted

a Into property similar or related in
service or use to the property so converted
no gain shall be recognized

b Into money or into property not
similar or related in service or use to the

converted property the gain if any shall
be recognized except to the extent provided
in subsection 2 of this section

2 If the taxpayer during the period
specified in subsection 3 of this section for

the purpose of replacing the property so
converted purchases other property similar
or related in service or use to the property
so converted or purchases stock in the ac
quisition of control of a corporation owning
such other property at the election of the
taxpayer the gain shall be recognized only
to the extent that the amount realized upon
such conversion regardless of whether such
amount is received in one or more tax years
exceeds the cost of such other property or
such stock Such election shall be made at
such time and in such manner as the com

mission may by regulation prescribe For
the purposes of this subsection no property
or stock acquired before the disposition of
the converted property shall be considered
to have been acquired for the purpose of re
placing such converted property unless held
by the taxpayer on the date of such dispo
sition and the taxpayer shall be considered
to have purchased property or stock only if
but for the provisions of subsection 9 of
ORS 317216 the unadjusted basis of such
property or stock would be its cost within
the meaning of ORS 317210 to 317220

3 The period referred to in subsection
2 of this section shall be the period begin
ning with the date of the disposition of the
converted property or the earliest date of
the threat or imminence of requisition or
condemnation of the converted property
whichever is the earlier and ending

a One year after the close of the first
tax year in which any part of the gain upon
the conversion is realized or

b Subject to such terms and conditions
as may be specified by the commission at
the close of such later date as the commis
sion may designate upon application of the
taxpayer made at such time and in such
manner as the commission may by regula
tions prescribe

4 For the purposes of this section the
term disposition of the converted property
means the destruction theft seizure requi
sition or condemnation of the converted
property or the sale or exchange of such
property under threat or imminence of requi
sition or condemnation

5 This section is applicable to tax years
beginning after December 31 1952 1953
c385 9

317250 Involuntary conversion prior to
January 1 1953 1 If prior to January 1
1953 property as a result of its destruction
in whole or in part or its theft or seizure or
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as a result of exercise of the power of re
quisition or condemnation or the threat or
imminence thereof is compulsorily or invol
untarily converted into property similar or
related in service or use to the property so
converted or into money which is forthwith
in good faith under regulations prescribed
by the commission expended in the acquisi
tion of other property similar or related in
service or use to the property so converted
or in the acquisition of control of a corpora
tion owning such other property or in the
establishment of a replacement fund no
gain or loss shall be recognized

2 If any part of the money is not so
expended the gain if any shall be recog
nized but in an amount not in excess of the
money which is not so expended

3 The 1953 amendment to this section
is applicable to tax years beginning after
December 31 1952 Amended by 1953 c385
9

DEDUCTIONS ALLOWED IN
COMPUTING NET INCOME

317255 Expenses 1 In computing net
income there shall be allowed as a deduction
all the ordinary and necessary expenses paid
during the taxable year in carrying on busi
ness including a reasonable allowance for
salaries or other compensation for personal
services actually rendered and rentals or
other payments required to be made as a
condition to the continued use or possession
for the purposes of the business of property
to which the taxpayer has not taken or is
not taking title or in which it has no equity
If the salaries or other compensation is paid

a Under an established stock bonus
pension profit sharing or annuity plan or
similar plan or method of employer contri
butions having the effect of such a plan and
if the employesrights to or derived from the
employers contributions are nonforfeitable
at the time the contributions are made or

b In the form of contributions to an
employes trust exempt from taxes on or
measured by net income under the laws of
this state
such amounts are deductible in the year paid
to the trust or fund In all other cases of

deferred payment of compensation the tax
payer may deduct only such amounts as are
actually paid to its employes and only in
the year such amounts are paid directly to
them

317262

2 The 1953 amendments to this sec
tion are applicable to any tax year the re
turn for which is open to adjustment on
July 21 1953 Amended by 1953 c385 91

317256 Amounts paid to employes
plan or trust in excess of current contribu
tion For taxable years beginning on and
after January 1 1955 there shall be al
lowed in addition to the current contribu
tions accruing during the year to a plan or
an exempt employes trust which are al
lowed as a deduction under paragraph a
or b of subsection 1 of ORS 317255 a
deduction for a reasonable amount trans

ferred or paid to the plan or exempt em
ployes trust in excess of such current con
tributions when such amount 1 has not
theretofore been allowable as a deduction
2 is paid in recognition of past service
and 3 is apportioned over a period of 10
consecutive years beginning with the year
in which the transfer or payment is made
1955 c609 2

317260 Interest In computing net in
come there shall be allowed as a deduction

all interest paid during the taxable year on
indebtedness The interest deductions upon
deposits or withdrawable shares in building
and loan associations savings and loan as
sociations and mutual savings banks shall
not include the income on nonwithdrawable
shares nor amounts credited to undivided
profits or surplus or contingent fund The
net income of each such bank or association
as returned under this chapter shall not be
less than the total amount so credited or

required by the law governing such bank
or association to be credited in the taxable
year to such undivided profits surplus and
contingent fund

317262 Bond premiums 1 In comput
ing net income at the election of the tax
payer as provided in subsection 3 of this
section there shall be allowed as a deduction
with respect to a bond the interest on which
is taxable under this chapter the yearly
amortizable bond premium

2 The amount of the bond premium in
the case of the holder of the bond shall be
determined with reference to the amount of

the basis for determining loss on sale or
exchange of such bond and with reference
to the amount payable on maturity or on
earlier call date with adjustments proper to
reflect unamortized bond premium with re
spect to the bond In no case shall the
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amount of the bond premium on a convertible
bond include any amount attributable to the
conversion features of the bond The amortiz

able bond premium of the tax year shall be
the amount of the bond premium attributable
to such year in accordance with the method
of amortizing bond premium regularly em
ployed by the holder of the bond or if such
method is not reasonable in accordance with
regulations prescribing reasonable methods
of amortizing bond premium prescribed by
the commission

3 The election authorized in subsection
1 of this section shall be made in accord
ance with such regulations as the commission
shall prescribe If the election is made with
respect to any bond of the taxpayer it shall
also apply to all bonds held by the taxpayer
at the beginning of the first tax year to
which the election applies and to all bonds
thereafter acquired by it and the election
shall be binding for all subsequent tax years
with respect to bonds of the taxpayer unless
upon application by the taxpayer the com
mission permits it subject to such conditions
as the commission deems necessary to re
voke such election

4 As used in this section the term
bond means any bond debenture note or
certificate or other evidence of indebtedness
issued by any corporation and bearing inter
est including any like obligation issued by a
government or political subdivision thereof
with interest coupons or in registered form
but does not include any such obligation
which constitutes stock in trade of the tax

payer or any such obligation of a kind which
would properly be included in the inventory
of the taxpayer if on hand at the close of
the tax year or any such obligation held by
the taxpayer primarily for sale to customers
in the ordinary course of its trade or busi
ness

5 This section is applicable to tax years
beginning after December 31 1952 1953
c385 9

317265 Taxes 1 In computing net
income there shall be allowed as deductions

taxes paid during the taxable year except
a Taxes imposed by this chapter
b Taxes upon or measured by net in

come or profits and imposed by the United
States any foreign country this state or
any state or territory However taxes and
license fees imposed by counties cities and
other political subdivisions of this state and

1

other states are deductible regardless of the
subject or measure of the tax or license fee
Taxes paid to a foreign country upon divi
dends interest or royalties arising from
sources within such foreign country are de
ductible

c Taxes assessed against local benefits
of a kind tending to increase the value of the
property assessed but this subsection does
not exclude as a deduction so much of such

taxes as is properly allocable to maintenance
or interest charges

d Taxes which became due and pay
able before January 1 1929

e Except as provided in subsection 3
of this section taxes which became a lien
upon property at a date prior to the acquisi
tion of such property by the taxpayer
f Taxes on real property to the ex

tent that subsection 3 of this section re
quires such taxes to be treated as imposed
on another taxpayer

2 If the net income of the taxpayer
is computed under an accrual method of
accounting then at the election of the tax
payer any real or personal property tax
which is related to a definite period of time
shall be accrued ratably over that period

3 a For purposes of subsection 1
of this section if real property is sold dur
ing any real property tax year so much of
the real property tax as is properly allocable
to that part of such year which ends on the
day before the date of the sale shall be
treated as a tax imposed on the seller and
so much of such tax as is properly allocable
to that part of such year which begins on
the date of the sale shall be treated as a tax
imposed on the purchaser

b In the case of any sale of real prop
erty if a taxpayer may not by reason of its
method of accounting deduct any amount
for taxes unless paid and the other party to
the sale is under the law imposing the real
property tax liable for the real property
tax for the real property tax year then for
purposes of subsection 1 of this section the
taxpayer shall be treated as having paid on
the date of the sale so much of such tax as
under paragraph a of this subsection is
treated as imposed on the taxpayer For
purposes of the preceding sentence if neith
er party is liable for the tax then the party
holding the property at the time the tax be
comes a lien on the property shall be con
sidered liable for the real property tax for
the real property tax year
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c Paragraph a of this subsection
shall apply to taxable years ending after De
cember 31 1953 but only in the case of sales
after December 31 1953

d Paragraph a of this subsection
shall not apply to any real property tax to
the extent that such tax was allowable as a

deduction to the seller for a taxable year
which ended before January 1 1954

e In the case of any sale of real prop
erty if the taxpayers net income for the
taxable year during which the sale occurs
is computed under an accrual method of ac
counting and if no election under subsection
2 of this section applies then for purposes
of subsection 1 of this section that por
tion of such tax which is treated under
paragraph a of this subsection as imposed
on the taxpayer and may not by reason of
the taxpayersmethod of accounting be de
ducted by the taxpayer for any taxable year
shall be treated as having accrued on the
date of the sale

4 The 1955 amendments to this sec
tion which pertain to the deduction of taxes
and license fees imposed by counties cities
and other political subdivisions are applic
able to any taxable year the return for which
is open to adjustment on August 3 1955 All
other 1955 amendments to this section are

applicable to taxable years ending after De
cember 31 1953

5 The 1957 amendments to this section
are effective with respect to returns for tax
years beginning on or after January 1 1957
Amended by 1955 c422 1 subsection 4
derived from 1955 c422 2 1957 c607 5
subsection 5 derived from 1957 c607 11
and 1957 ss c5 1

317270 Losses 1 In computing net
income there shall be allowed as deductions

losses sustained during the taxable year and
not compensated for by insurance or other
wise if incurred in business The basis for
determining the amount of deduction for
losses sustained under this section shall be

computed according to the method pre
scribed for arriving at the adjusted basis in
ORS 317210 to 317220

2 For purposes of subsection 1 of
this section any loss arising from theft or
embezzlement shall be treated as sustained

during the taxable year in which the tax
payer discovers such loss This subsection
shall first apply to tax years beginning on
or after January 1 1957 Amended by 1957
c88 1 do

1039
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317275 Loss from wash sales of se

curities In case of any loss claimed to have
been sustained from any sale or other dispo
sition of shares of stock or securities where

it appears that within a period beginning 30
days before the date of such sale or dispo
sition and ending 30 days after such date
the taxpayer has acquired by purchase or
by an exchange upon which the entire
amount of gain or loss was recognized by
law or has entered into a contract or
option so to acquire substantially identical
stock or securities then no deduction for the
loss shall be allowed unless the deduction is
claimed by a corporation a dealer in stocks
or securities and with respect to a transac
tion made in the ordinary course of its busi
ness If the amount of stock or securities

acquired or covered by the contract or
option to acquire is less than the amount
of stock or securities sold or otherwise dis

posed of then the particular shares of stock
or securities the loss from the sale or other
disposition of which is not deductible shall
be determined under rules and regulations
prescribed by the commission If the amount
of stock or securities acquired or covered
by the contract or option to acquire is not
less than the amount of stock or securities

sold or otherwise disposed of then the par
ticular shares of stock or securities the
acquisition of which or the contract or op
tion to acquire which resulted in the non
deductibility of the loss shall be determined
under rules and regulations prescribed by
the commission

317280 Bad debts 1 In computing
net income there shall be allowed as a deduc

tion any debt which becomes worthless with
in the taxable year and charged off in ac
cordance with regulations prescribed by the
commission or in the discretion of the com
mission a reasonable addition to a reserve
for bad debts

2 When satisfied that the debt is re
coverable only in part the commission may
allow as a deduction an amount not in excess

of the part of such debt charged off within
the taxable year

3 The basis for determining the
amount of the deduction for a bad debt shall

be the adjusted basis provided in ORS
317220 for determining the loss from the
sale or other disposition of property

4 The 1953 amendments to this sec
n are applicable to any taxable year the
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return for which is open to adjustment on
July 21 1953

5 The 1955 amendments to this sec

tion are applicable to taxable years begin
ning after December 31 1954 Amended
by 1953 c385 9 1955 c584 1

317285 Depreciation 1 In computing
net income there shall be allowed as a deduc

tion a reasonable allowance for the deprecia
tion exhaustion wear and tear and obsoles
cence of property used in the business In no
case shall the total amount recoverable
through the depreciation allowance over the
life of the property be in excess of the basis
of the property as computed under subsec
tion 5 of this section

2 Reasonable allowance as used in
subsection 1 of this section includes an al
lowance computed in accordance with regula
tions prescribed by the commission under
any of the following methods

a The straightline method
b The declining balance method usmi

a rate not exceeding twice the rate which
would have applied had the annual allowance
been computed under paragraph a of this
subsection

c The sumoftheyears digits method
and

d Any other consistent method ap
proved by the commission

3 The regulations prescribed by the
commission pursuant to this section shall be
designed to permit the adoption and use by
the taxpayer of a uniform method of com
puting its allowance for depreciation for the
purposes of this chapter and for federal in
come tax purposes

4 Paragraphs b c and d of sub
section 2 of this section shall apply onl
in the case of property other than intangi
ble property described in subsection 1 of
this section with a useful life of three years
or more

a The construction reconstruction or
erection of which is completed after Decem
ber 31 1956 and then only to that portion
of the basis which is properly attributable
to such construction reconstruction or erec
tion after December311956 or

b Acquired after December 31 1956
if the original use of such property com
mences with the taxpayer and commences
after such date

5 The basis recoverable through de
preciation allowance in respect of any prop
erty shall be

a In the case of property acquired be
fore January 1 1929 the cost of the prop
erty or in the case of property acquired
other than by purchase the fair market
value of the property at the date of acquisi
tion less depreciation properly chargeable
against the property prior to January 1
1929

b In the case of property acquired af
ter December 31 1928 the same basis as
for gain or loss upon the disposition of such
property as provided in ORS 317210 to
317220

6 The amendments of this section made
by section 9 chapter 15 Oregon Laws 1957
special session shall apply to all tax years
beginning on and after January 1 1957 and
for prior tax years the law applicable to
such tax years shall continue to apply
Amended by 1957 ssc15 9

317290 Depletion 1 In computing net
income there shall be allowed as a deduction

g in the case of mines oil and gas wells and
other natural deposits except in the case of
metal mines as provided in subsection 3 of
this section a reasonable allowance for de
pletion according to the peculiar conditions
in each case Such reasonable allowance in

all cases shall be computed on the cost of the
property and in the case of property ac
quired prior to January 1 1929 the basis
shall be the cost less depletion properly
chargeable against the property to January
1 1929

2 In the case of timber a reasonable
allowance shall be allowed for depletion ac
cording to the peculiar conditions in each
case In the case of timber acquired prior
to January 1 1929 the basis for depletion
shall be the fair market value on that date
in the case of timber acquired after Decem
ber 31 1928 the allowance for depletion
shall be computed on the cost of the prop
erty

3 In the case of metal mines a tax
payer may deduct an amount equal to 15
percent of the gross income from the prop
erty during the taxable year but such de
duction shall not in any case exceed 50 per
cent of the net income of such taxpayer
computed without allowance for depletion
from the property In its first return made
under this chapter for a taxable year
beginning after December 31 1938 the
taxpayer must state as to each property
with respect to which the taxpayer has any
item of income or deduction in case of metal
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mines whether it elects to have depletion
allowance for each such property for the
taxable year computed with or without ref
erence to percentage depletion An election
once exercised under this section cannot

thereafter be changed by the taxpayer and
the depletion allowance in respect to each
such property will for all succeeding taxable
years be computed in accordance with the
election so made

317292 Soil and water conservation ex

penditures 1 A taxpayer engaged in the
business of farming may treat expenditures
which are paid or incurred by it during the
tax year for the purpose of soil or water
conservation in respect of land used in farm
ing or for the prevention of erosion of land
used in farming as expenses which are not
chargeable to capital account The expendi
tures so treated shall be allowed as a de
duction

2 The amount deductible under sub
section 1 of this section for any tax year
shall not exceed 25 percent of the gross in
come derived from farming during the tax
year If for any tax year the total of the
expenditures treated as expenses which are
not chargeable to capital account exceeds
25 percent of the gross income derived from
farming during the tax year such excess
shall be deductible for succeeding tax years
in order of time but the amount deductible
under this section for any one such succeed
ing tax year including the expenditures ac
tually paid or incurred during the tax year
shall not exceed 25 of the gross in
come derived from farming during the tax
year

3 For purposes of subsection 1 of
this section

a The term expenditures which are
paid or incurred by it during the tax year
for the purpose of soil or water conservation
in respect of land used in farming or for
the prevention of the erosion of land used
in farming means expenditures paid or in
curred for the treatment or moving of earth
including but not limited to leveling
grading and terracing contour furrowing
the construction control and protection of
diversion channels drainage ditches earthen
dams water courses outlets and ponds the
eradication of brush and the planting of
windbreaks Such term does not include the

purchase the construction installation or
improvement of structures appliances or
facilities which are of a character which is

10

317295

subject to the allowance for depreciation pro
vided in ORS 317285 or any amount paid
or incurred which is allowable as a deduc

tion without regard to this section Notwith
standing the preceding sentences such term
also includes any amount not otherwise al
lowable as a deduction paid or incurred to
satisfy any part of an assessment levied by
a soil or water conservation or drainage dis
trict to defray expenditures made by such
district which if paid or incurred by the
taxpayer would without regard to this sen
tence constitute expenditures deductible un
der this section

b The term land used in farming
means land used before or simultaneously
with the expenditures described in paragraph
a of this subsection by the taxpayer or
its tenant for the production of crops fruits
or other agricultural products or for the
sustenance of livestock

4 The taxpayer may without the con
sent of the commission adopt the method
provided in this section for any tax year
beginning on or after January 1 1957 and
for which expenditures described in subsec
tion 1 of this section are paid or incurred
but once adopted the method provided in
this section shall apply to all expenditures
described in subsection 1 of this section
and shall be adhered to in computing taxable
income for all subsequent tax years unless
with the approval of the commission and in
conformity with its regulations a change to
a different method is authorized with respect
to a part or all of such expenditures 1957
c19 2

317295 Contributions and gifts 1 In
computing net income there shall be allowed
as deductions to an amount not in excess of
five percent of the taxpayersnet income as
computed without the benefit of this section
contributions or gifts made within the tax
year by the taxpayer

a After December 31 1946 to the
United States the State of Oregon or any
political subdivision thereof for use exclu
sively for public purposes within the State
of Oregon

b After December 31 1946 and be
fore January 1 1955 to corporations or as
sociations operated exclusively for religious
charitable scientific or educational purposes
or for the prevention of cruelty to children
or animals no part of the net earnings of
which inures to the benefit of any private
stockholder or individual
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c After December 31 1954 to a cor
poration trust community chest fund or
foundation operated exclusively for re

ligious charitable scientific or educational
purposes or for the prevention of cruelty
to children or animals no part of the net
earnings of which inures to the benefit of
any private stockholder or individual

d After December 31 1952 to posts or
organizations of war veterans including
their auxiliary units and societies located
in the State of Oregon no part of the net
earnings of which inures to the benefit of
any private stockholder or individual

e After December 31 1952 to a do
mestic fraternal society order or association
operating under the lodge system but only
if such contributions or gifts are to be used
exclusively for religious charitable scien
tific literary or educational purposes or for
the prevention of cruelty to children or ani
mals

2 Such contributions or gifts shall be
allowable as deductions only if verified under
rules and regulations prescribed by the com
mission Amended by 1953 c385 9 1955
c722 1

317297 Net losses of prior years 1
In computing net income there shall be al
lowed as a deduction an amount equal to
the aggregate of the net losses of prior years
to the extent provided in this section

2 As used in this section net loss
means the total of the deductions allowed

by this chapter in arriving at net income
reduced by the gross income if any with a
limitation provided in subsection 3 of this
section

3 In computing the net loss for any
taxable year the net loss for a prior year
shall not be allowed as a deduction

4 a The net loss in any taxable year
shall be allowed as a deduction in any of the
five succeeding taxable years

b The amount of the net loss deduct
ible in any taxable year shall be the net
loss of a prior year reduced by the net in
come computed without the net loss deduc
tion of any intervening taxable year or
years between the year of loss and the suc
ceeding taxable year in which the net loss
deduction is claimed

5 For the purpose of establishing a net
loss under this section an original or
amended return for any taxable year may
be filed at the option of the taxpayer with
the commission within the period during
which a claim for refund might be filed for
the same taxable year under ORS 314415
The filing of any such original or amended
return shall not operate to extend the pe
riod during which the commission might oth
erwise assess any tax for such taxable year
or during which the taxpayer might other
wise file a claim for refund of taxes paid
with respect to such year

6 This section including the 1959

amendments applies only to net losses oc
curring after December 31 1956 1957
ss c15 11 12 1959 c92 2

317300 Items not deductible In com

puting net income no deduction shall be al
lowed for

1 Any amount paid out for new build
ings or for permanent improvements or bet
terments made to increase the value of any
property

2 Any amount expended in restoring
property or in making good the exhaustion
thereof for which an allowance is or has

been made

3 Premiums paid on any life insurance
policy covering the life of any officer or
employe or of any person financially inter
ested in any trade or business carried on by
the taxpayer when the taxpayer is directly
or indirectly a beneficiary under such policy

4 Amounts paid or accrued for such
taxes and carrying charges as under regu
lations prescribed by the commission are
chargeable to capital account with respect to
property if the taxpayer elects in accord
ance with such regulations to treat such
taxes or charges as so chargeable This sub
section is applicable to tax years beginning
after December 31 1952 but the determina
tion as to whether or not a taxpayer has
properly charged to capital account any tax
or carrying charge incurred prior to Decem
ber 31 1952 shall be made as if this subsec
tion had not been enacted and without infer
ences drawn from the fact that this subsec

tion was not expressly made applicable to tax
years beginning before January 1 1953
Amended by 1953 c385 9

c The net loss of the earliest taxable 317305 Election to amortize organiza
year shall be exhausted before a net loss tional expenditures 1 The organizational
from a later year may be deducted expenditures of a corporation may at the
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election of the corporation made in accord
ance with the regulations prescribed by the
commission be treated as deferred ex
penses In computing taxable income such
deferred expenses shall be allowed as a de
duction ratably over such period of not less
than 60 months as may be selected by the
corporation beginning with the month in
which the corporation begins business

2 As used in this section organiza
tional expenditures means any expenditure
which is

a Incident to the creation of the cor
poration

b Chargeable to capital accounts and
c Of a character which if expended

incident to the creation of a corporation
having a limited life would be amortizable
over such life

3 The election provided by subsection
1 of this section may be made for any tax
able year beginning after December 31 1956
but only if made not later than the time pre
scribed by law for filing the return for such
taxable year including extensions thereof
The period so elected shall be adhered to in
computing the taxable income of the corpo
ration for the taxable year for which the
election is made and all subsequent taxable
years The election shall apply only with
respect to expenditures paid or incurred
after December 31 1956 1957 c74 21

317310 to 317340 Reserved for ex
pansion

SPECIAL PROVISIONS APPLICABLE TO
CENTRALLY ASSESSED

CORPORATIONS

317350 Special provisions applicable to
centrally assessed corporations 1 The pro
visions of ORS 317216 relating to basis of
property and the provisions of ORS 317285
relating to depreciation shall be applicable
to every centrally assessed corporation the
property of which is assessed by the State
Tax Commission under ORS 308505 to

308730 except that wherever the date De
cember 31 1928 appears therein there shall
be substituted December 31 1958 and

wherever the date January 1 1929 ap
pears therein there shall be substituted
January 1 1959 provided however that
in the case of specific property acquired by
a centrally assessed corporation before Jan
uary 1 1959 upon submission to the com
mission of an affidavit showing that a de
termination of basis therefor pursuant to

317360

ORS 317216 and 317285 as modified by
this section as to dates would be unduly
onerous expensive or impossible it may
elect to use the original cost or substituted
basis established by it for federal income
tax purposes under the Federal Internal
Revenue Code Title 26 USC in deter
mining depreciation and gain and loss

2 The provisions of ORS 317220 re
lating to adjusted and substituted basis
shall be applicable to every centrally as
sessed corporation except that in paragraph
b of subsection 2 of ORS 317220 the
date January 1 1959 shall be substituted
for January 1 1929 and the date August
3 1955 shall be substituted for December
31 1928

3 Taxes deductible by centrally as
sessed corporations in computing net income
for taxable years beginning on or after Jan
uary 1 1959 shall include ad valorem taxes
paid by them even though the measure of
such taxes is affected by the earning power
of the centrally assessed corporation 1959
c631 4 51

RETURNS AND PAYMENT OF TAX

317355 Repealed by 1957 c632 1
ORS 314385 enacted in lieu of ORS 316545
and 317355

317360 Consolidated return of affili

ated corporations 1 Where a corporation
required to make a return under this chapter
is affiliated with another or other corpora
tions whether or not such other corporation
or corporations are doing business in Ore
gon and the income of the corporation re
quired to make the return is affected or
regulated by agreement or arrangement with
such affiliated corporation or corporations
the commission may permit or require a con
solidated return and apply the tax upon that
part of the income shown on the consolidated
return which is properly attributable to this
state under the rules and regulations of the
commission relating to allocation of income
The corporations which are joined in a con
solidated return shall be treated as one tax

payer

2 For the purposes of this section two
or more corporations are affiliated if

a One corporation owns at least 95
percent of the voting stock of the other or
others or

b At least 95 percent of the voting
stock of two or more corporations is owned
by the same interests

1040c
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3 If any corporation or corporations
which are required to file a consolidated re
turn fail to file such a return the commis
sion may estimate according to its informa
tion and belief the amount of income which
would be shown in a consolidated return and
determine the tax due from such estimate

317365 Repealed by 1957 c632 1
ORS 314365 enacted in lieu of ORS 316550
and 317365

317370 Repealed by 1957 c632 1
ORS 314420 enacted in lieu of ORS 316620
317370 and 317420

317375 Repealed by 1957 c632 1
ORS 314295 enacted in lieu of ORS 316560
and 317375

317380 Repealed by 1957 c632 1
ORS 314380 enacted in lieu of ORS 316565
and 317380

317385 Reserved for expansion

317390 Payment of tax 1 The tax
shall be paid to the commission at the time
fixed by ORS 314385 for filing the return

2 If the time for filing the return is
extended interest at the rate of onehalf of
one percent per month from the time the re
turn was originally required to be filed to
the time of payment shall be added and paid
except that no extension for filing excise
tax returns may be granted for more than
six months

3 The 1959 amendments to this sec
tion apply to tax years beginning after De
cember 31 1958 Amended by 1957 c607
6 1959 c156 2 subsection 3 derived
from 1959 c156 3

317395 Date return considered filed or
advance payment considered made A return
filed before the last day prescribed by law
for the filing thereof shall be considered as
filed on the last day An advance payment
of any portion of the tax made at the time
the return was filed shall be considered as
made on the last day prescribed by law for
the payment of the tax The last day pre
scribed by law for filing the return or paying
the tax shall be determined without regard
to any extension of time granted the tax
payer by the commission Amended by 1957
c607 7

317400 Reserved for expansion

317405 Amended by 1955 c587 l
repealed by 1957 c632 1 ORS 314405 en
acted in lieu of ORS 316605 and 317405

317410 Amended by 1953 c385 9
1955 c581 2 1957 c20 l repealed by
1957 c632 1 ORS 314410 enacted in lieu
of ORS 316610 and 317410

317415 Amended by 1953 c385 9
1955 c581 1 repealed by 1957 c632 1
ORS 314415 enacted in lieu of ORS 316615
and 317415

317420 Amended by 1955 c356 1
repealed by 1957 c632 1 ORS 314420 en
acted in lieu of ORS 316620 317370 and
317420

317425 Repealed by 1957 c632 1
ORS 314425 enacted in lieu of ORS 316625
and 317425

317430 Repealed by 1957 c632 1
ORS 314430 enacted in lieu of ORS 316630
and 317430

317435 Repealed by 1957 c632 1
ORS 314435 enacted in lieu of ORS 316635
and 317435

317440 Repealed by 1957 c632 1
ORS 314440 enacted in lieu of ORS 316640
317440 and 317445

317445 Repealed by 1957 c632 1
ORS 314440 enacted in lieu of ORS 316640

317440 and 317445

317450 Penalty and interest on delin
quencies If any taxpayer fails to file a re
turn of income at the time required by or
under this chapter but thereafter volun
tarily files a return of income or fails
to pay a tax at the time such tax becomes
due but thereafter voluntarily pays such tax
there shall be imposed a penalty in an
amount equal to five percent of such tax
plus 1 in addition to interest on the unpaid
tax at the rate of onehalf of one percent
per month for each month or fraction of a
month computed from the time the tax
became due during which the tax remains
unpaid Amended by 1957 c607 8

317455 Repealed by 1957 c632 1
ORS 314445 enacted in lieu of ORS 316650
and 317455

317460

subsections
acted in lieu

1040d
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317465 Repealed by 1957 c632 1
ORS 314455 enacted in lieu of ORS 316660
and 317465

317470 Amended by 1953 c385 9
1955 c585 l repealed by 1957 c632 1
ORS 314460 enacted in lieu of ORS 316665
and 317470

317475 Repealed by 1957 c632 1
ORS 314465 enacted in lieu of ORS 316670
and 317475

317480 Repealed by 1957 c632 1
ORS 314470 enacted in lieu of ORS 316675
and 317480

317485 to 317500 Reserved for ex
pansion

317505 Repealed by 1957 c632 1
ORS 314805 enacted in lieu of ORS 316705
and 317505 and ORS 314815 enacted in
lieu of ORS 316720 and 317505

317510 Requiring additional reports
and information The commission may order
additional reports or such other information
it deems necessary in addition to the regu
lar reports provided in this chapter All re
ports and returns as provided in this chap
ter shall be upon standard forms adopted by
the commission with no more detailed infor
mation relating to the taxpayers business
than is necessary to enable the commission to
administer fully the provisions of this chap
ter

317515 Paying collections to State

Treasurer All collections by the commission
shall be paid over by it at least weekly to the
State Treasurer

317520 Repealed by 1957 c632 1
ORS 314820 enacted in lieu of ORS 316725
and 317520

317910 Definitions for ORS 317910 to
317525 Repealed by 1957 c632 1

ORS 314825 enacted in lieu of ORS 316730
and 317525

317910

317545 Repealed by 1957 c632 1
ORS 314845 enacted in lieu of ORS 316750
and 317545

317550 Repealed by 1957 c632 1
ORS 314855 enacted in lieu of ORS 316760
and 317550

317555 to 317585 Reserved for ex
pansion

317590 Disposition of revenue 1 The
net revenue from the tax imposed by this
chapter after deduction of refunds shall be
paid over to the State Treasurer and held
by him in the General Fund as miscellaneous
receipts available generally to meet any ex
pense or obligation of the State of Oregon
lawfully incurred A working balance of un
receipted revenue from the tax imposed by
this chapter may be retained for the pay
ment of refunds but such working balance
shall not at the close of any fiscal year ex
ceed the sum of 500000

2 The amendment of this section by
the Forty seventh Legislative Assembly shall
first apply to the state levy of taxes for the
fiscal year 195354 Amended by 1953 c309
2 1955 c35 1 1957c528 4

317595 and 317600 Reserved for ex
pansion

317605 Amended by 1953c331 2 re
numbered 314210

317610 Renumbered 314220

317615 Renumbered 314230

317620 to 317900 Reserved for ex
pansion

UNRELATED BUSINESS INCOME OF
CERTAIN EXEMPT CORPORATIONS

317530 Repealed by 1957 c632 1
ORS 314830 enacted in lieu of ORS 316735
and 317530

Jett to the tax im osed b ORS 317 920

317950 As used in ORS 317910 to 317950
1 Unrelated business taxable income

means in the case of any corporation sub
p Y

the gross income derived from any unrelated
trade or business as defined in subsection
2 of this section regularl carried on by y

317535 Amended by 1957 c76 1 re it less the deductions allowed by this chapter

pealed by 1957 c632 1 ORS 314835 en which are directly connected with such trade
acted in lieu of ORS 316740 and 317535 or business both computed with the excep

tions additions and limitations provided in
317540 Repealed by 1957 c632 1

ORS 314840 enacted in lieu of ORS 316745
and 317540

1040e
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2 Unrelated trade or business means
any trade or business the conduct of which
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is not substantially related aside from the
need of such corporation for income or funds
or the use it makes of the profits derived
to the exercise or performance of its pur
pose or function constituting the basis of
its exemption under ORS 317080 except
that such term does not include

a A trade or business carried on by
the corporation primarily for the conven
ience or training of its members students
patients or employes

b The selling of merchandise all of
which has been received by the organiza
tion as gifts or contributions 1959 c356
3

317920 Tax imposed on unreiated busi
ness income of certain exempt corporations
Notwithstanding the provisions of ORS

317080 for taxable years beginning on and
after January 1 1960 a corporation other
wise exempt from tax under subsection 1
4 5 or 6 of ORS 317080 shall be
subject to the tax imposed by and in accord
ance with the provisions of this chapter
but only as to its unrelated business taxable
income as defined in ORS 317910 1959
c356 2

317930 Exemptions and limitations

The following exceptions and limitations
shall be applicable in determining the unre
lated business taxable income

1 There shall be excluded all dividends
interest and annuities and all deductions al

lowed under this chapter directly connected
with such income

2 There shall be excluded in the case
of any school college or university which
rents real property to its students or faculty
all rents derived therefrom providing that
such property is actually a part of the school
and that the continued presence of the stu
dents and faculty thereon is necessary to
the educative function of the institution

3 There shall be excluded all income
derived from the research performed for
the United States or any of its agents or
instrumentalities or for any state or po
litical subdivision thereof and there shall
be excluded all deductions connected with
such income

4 In the case of any organization op
erated primarily for the purpose of carrying
on fundamental research the results of
which are freely available to the general
public there shall be excluded all income

is

derived from such research and all deduc
tions connected with such income

5 There shall be excluded all gains or
losses from the sale or exchange of prop
erty of a kind which would properly be
included in the computation of income under
ORS 317205 to 317250 but there shall be
included gains or losses upon the sale or
other disposition of stock in trade or other
property of a kind properly includible in the
inventory of the organization at the close of
the taxable year or property held primarily
for sale to customers in the ordinary course
of the trade or business

6 There shall be excluded all reason

able rents from real property including per
sonal property leased with the real prop
erty and all deductions directly connected
with such rents

7 Notwithstanding subsection 6 of
this section in the case of a business lease
as defined in 26 USC 514 Internal Reve
nue Code of 1954 514 as in effect on
January 1 1959 for every type of corpora
tion subject to the tax imposed by ORS
317920 there shall be included as an item
of gross income derived from an unrelated
trade or business the amount ascertained
using the provisions of 26 USC 514 a
1 Internal Revenue Code of 1954 514
a 1 as in effect on January 1 1959
and there shall be allowed as a deduction

the amount ascertained using the provisions
of 26 USC 514 a 2 Internal Revenue
Code of 1954 514 a 2 as in effect

on January 1 1959
8 There shall be allowed a specific de

duction of1000 1959 c356 4

317940 Special provisions applicable to
partnerships If a trade or business is reg
ularly carried on by a partnership of which

corporation described by ORS 317080 is
member and such trade or business is un

related with respect to the corporation such
corporation in computing its unrelated busi
ness net income shall subject to the excep
tions and limitations contained in ORS
317930 include its share whether distrib
uted or not of the gross income of the part
nership from such unrelated trade or busi
ness and its share of the partnership de
ductions directly connected with such gross
income If the taxable year of the corpora
tion is different from that of the partner
ship the amounts so included or deducted in
computing the unrelated business taxable in
come shall be based upon the income and
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deductions of the partnership for any tax
able year of the partnership ending within
the taxable year of the corporation 1959
c356 5

317950 Assessment of deficiency If the
commission finds that unrelated business

taxable income or any portion thereof has
not been assessed it may at any time with
in three years after the return was filed
or in case no return was filed within five

years from the time the return should have
been filed compute the tax and give notice
to the corporation of the amount due in
cluding penalty and interest thereon These
limitations to the assessment of such tax

317950

or additional tax including penalty and in
terest thereon do not apply to the assess
ment of additional taxes and penalty and in
terest thereon upon false or fraudulent re
turns or in cases where with a fraudulent in
tent no return has been filed ORS 314410 is

also applicable to the extent that it is not
inconsistent with the provisions of this sec
tion 1959 c356 6

317960 to 317980 Reserved for ex
pansion

317990 Repealed by 1957 c632 1
ORS 314991 enacted in lieu of ORS 316990
and 317990

CERTIFICATE OF LEGISLATIVE COUNSEL

Pursuant to ORS 173170 I Sam R Haley Legislative Counsel do hereby certify that I have
compared each section printed in this chapter with the original section in the enrolled bill and
that the sections in this chapter are correct copies of the enrolled sections with the exception
of the changes in form permitted by ORS 173160 and other changes specifically authorized by law
Done at Salem Oregon Sam R Haley
on November 1 1959 Legislative Counsel
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