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RULES: 

150-316-0135, 150-316-0136

AMEND: 150-316-0135

RULE TITLE: Proration of Income and Deductions for Nonresidents and Part-Year Residents 

NOTICE FILED DATE: 10/29/2025

RULE SUMMARY: This rule explains the treatment of four new federal tax deductions for nonresident Oregon 

taxpayers.

RULE TEXT: 

(1) As used in this rule, “fraction” means the Oregon percentage. The Oregon percentage is the fraction established for 

proration under ORS 316.117. 

(2) For tax years beginning on or after January 1, 1983, the numerator of the fraction is the taxpayer’s federal adjusted 

gross income from Oregon sources, with the Oregon modifications to that income, which relate to adjusted gross 

income. 

(3) The denominator of the fraction is the taxpayer’s federal adjusted gross income, from all sources, with the Oregon 

modifications to that income, which relate to adjusted gross income. 

(4) For the fiduciary returns of estates and trusts, the numerator of the fraction is the federal taxable income of the 

fiduciary from Oregon sources, with the Oregon modifications to that income. The denominator of the fraction is the 

federal taxable income of the fiduciary, from all sources, with Oregon modifications to that income. 

(5) Oregon modifications related to adjusted gross income are the Oregon additions, subtractions, and modifications 

that affect: 

(a) Amounts included in or excluded from adjusted gross income; or 

(b) Deductions allowed in arriving at adjusted gross income. 

(6) Under no circumstances may the percentage exceed 100 percent. 

(7) If the taxpayer has positive modified Oregon income and negative or zero modified federal adjusted gross income, 

the allowable percentage is 100 percent. If the taxpayer’s modified federal adjusted gross income from Oregon sources 

and modified federal adjusted gross income are both losses, the allowable percentage will be computed as follows: 

(a) If the Oregon loss is smaller than the federal loss, 100 percent. 
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(b) If the Oregon loss is greater than the federal loss, divide the federal loss by the Oregon loss. 

 

Example 1: A taxpayer has modified federal adjusted gross income from Oregon sources of ($100) and modified federal 

adjusted gross income of ($1,000). Since the Oregon loss is less than the federal loss, the percentage is 100 percent. 

Example 2: A taxpayer has federal adjusted gross income from Oregon sources of ($1,000) and federal adjusted gross 

income of ($100). The percentage is 10 percent. 

 

(8) If the taxpayer has negative or zero modified Oregon income and positive modified federal adjusted gross income, 

the allowable percentage is zero. 

(9) Nonresident taxpayers shall prorate the following deductions and modifications not relating to adjusted gross 

income using the fraction provided in this rule: 

(a) The greater of: 

(A) Net Oregon itemized; or 

(B) The standard deduction. 

(b) Federal tax liability. 

(c) Additional federal tax paid from a prior year. 

(d) Gambling losses (itemized). 

(e) Federal income tax refunds from amended or audited returns. 

(f) Car loan interest. 

(g) Charitable contributions not included in itemized deductions. 

(10) Nonresident taxpayers shall not prorate the following deductions and modifications not relating to adjusted gross 

income. 

(a) Art object donation; 

(b) Fiduciary adjustment; 

(c) Tips (see OAR 150-316-0136); and 

(d) Overtime compensation (See OAR 150-316-0136). 

(11) Under no circumstances may the percentage used in computing the allowable portion of the deductions exceed 100 

percent. 

(12) For part-year residents Oregon source income is: 

(a) For the portion of the year the taxpayer is a resident see OAR 150-316-0060. 

(b) For the portion of the year the taxpayer is a nonresident see ORS 316.127 and the rules pertaining thereto. 

STATUTORY/OTHER AUTHORITY: ORS 305.100

STATUTES/OTHER IMPLEMENTED: ORS 316.117
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ADOPT: 150-316-0136

RULE TITLE: Nonresident Deductions Limited to Oregon Sources

NOTICE FILED DATE: 10/29/2025

RULE SUMMARY: The federal One Big Beautiful Bill Act created new tax explains the treatment of two of these 

deductions for nonresident taxpayers.

RULE TEXT: 

(1) Nonresident individuals who are allowed the following deductions for federal purposes shall also be allowed a 

deduction, not to exceed 100 percent of the federal deduction, for Oregon purposes: 

(a) Tips under IRC 224; and 

(b) Overtime compensation under IRC 225. 

(2) For tips, the deduction for Oregon is equal to the federal deduction calculated using only tips attributable to Oregon 

sources. 

(3) For overtime compensation, the deduction for Oregon is equal to the federal deduction calculated using only 

overtime compensation attributable to Oregon sources. 

STATUTORY/OTHER AUTHORITY: ORS 305.100

STATUTES/OTHER IMPLEMENTED: ORS 316.130
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