
Businesses with nexus in Oregon 
are subject to a tax of $250 plus 
0.57 percent of their “taxable 
commercial activity” (defined 
as their Oregon-sourced gross 
receipts), less a subtraction for 35 
percent of the greater of their “cost 

inputs” or “labor costs” apportioned 
to Oregon. Businesses are exempt 
from the CAT (including the $250) 
on their first $1 million of taxable 
commercial activity. Tax returns 
must be filed annually, with quarterly 
estimated payments required.

ExEmptions
There are 43 different exemptions 
available under CAT depending 
on the industry. There are a few 
exemptions that apply to almost all 
which are:
 Interest income (other than interest 
on credit sales)

 Receipts from the disposition of 
IRC Sec 1221 and 1231 assets

 Dividends
 A partner/shareholder’s distributive 
share of income from a pass-
through entity

 Sales to Oregon wholesalers who 
certify that the property will be 
resold outside of Oregon

• Intercompany transactions 
among members of a unitary group

subtractions
The 35 percent subtraction from 
Oregon-sourced gross receipts 
applies to the greater of:
 Cost inputs, defined as cost 
of goods sold under Internal 
Revenue Code Sec. 471, or

 Labor costs, defined as the total 
compensation of all employees, 
excluding compensation 
exceeding $500,000 for any single 
employee.

As you can see, there are many 
variables to consider in determining 
if the CAT will apply. Please contact 
Shannon & Associates to discuss 
the impact it may have on you and 
your business.

orEgon Enacts  nEw corporatE 
gross rEcEipts  tax
Oregon Governor Kate Brown has signed House Bill (HB) 3427, 
imposing a new modified gross receipts tax effective for tax years 
beginning on or after January 1, 2020. Signed on May 16, this new 
Corporate Activity Tax (CAT) will be owed by companies with annual 
in-state revenues exceeding $1 million and is anticipated to raise $1 
billion per year for Oregon schools. Despite being called a corporate 
activity tax, the new gross receipts tax applies to virtually all forms of 
business, including C and S corporations, individuals, joint ventures, 
partnerships, trusts, estates, and any entity that is disregarded 
for federal income tax purposes, such as certain limited liability 
companies. 
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