H.R. 1, Section VI
Overview

Interim Senate Committee on Finance & Revenue
September 30, 2025
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Presentation Outline

s+ Current revenue forecast review

*» Personal provisions of Section VII

* Business provision of Section VII
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2025-27 General Fund Estimates

| SMillions Revenue Type

Beginning Balance $2,019 Corporate
Income Taxes
9%

Personal Income Taxes* $29,962 Estatgo/Taxes
Corporate Income Taxes $3,064 o
Estate Taxes $935
Other Taxes $283
Other Revenue $889 Other Jaxes
Net Revenue $35,132 . -ersonal §

ncome Taxes .

85% \ LI? %
Automatic Transfers -$200
Interest
1%
Resources $36,950 Other
1%

Appropriations $37,323
Ending Balance -$373 Slide | 3

* Includes $1.4B Personal Kicker



Personal Income Tax: Quarterly Income Tax Collections
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Corporate Income Tax: Quarterly Income Tax Collections
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Rebalance Options

** Reduce Spending

% Governor request of state agencies

% Ways & Means process
** Increase Revenue

» Access Reserve Accounts
% Rainy Day Fund
*» Education Stability Fund

L)

» What is the target ending balance?

L)
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Reserve Account Balances & Projections

Beginning 2/1/2026 1/1/2027 6/30/2027
Balance

m Rainy Day Fund Education Stability Fund

OEA September 2025 Economic & Revenue Forecast Slide | 6



Reserve Fund Triggers

Rainy Day Fund Education Stability Fund
(Statutory ORS 293.144 to 293.148) (Constitutional)
s 3/5 vote in each chamber and +»» 3/5 vote in each chamber and
% (a) Final forecast of a biennium * (a) Final forecast of a biennium
shows a 3% decline in revenue for shows a 3% decline in revenue for
the next biennium, or the next biennium, or
(b) Payroll employment down 2 (b) Payroll employment down 2
consecutive quarters, or consecutive quarters, or
(c) Revenue forecast in current (c) Revenue forecast in current
biennium is down 2% from Close-of- biennium is down 2% from Close-of-
Session estimate Session estimate
OR

*» 3/5 vote in each chamber and
Governor declares emergency
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Personal Provisions



How Oregon Interacts with Federal Tax Law Changes

Direct Impacts
* Oregon connected to federal definition of taxable income

« Generally, federal changes modifying taxable income cause a corresponding
change to Oregon’s income tax base

* Federal changes directly flow through to Oregon tax policy
 Example
« Specified type of income or expense is deducted from income

« Changes may be subject to Oregon disconnects, preventing or mitigating impact
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How Oregon Interacts with Federal Tax Law Changes, cont.

Indirect Impacts (FTS)

« Federal law modifying federal income tax liability can change a taxpayer’s
Oregon subtraction of federal income taxes

« Inverse impacts Example
« Reduction in federal tax liability reduces/increases Federal tax ',
federal tax subtraction (FTS) which can increase/decrease
Oregon taxable income Oregon tax ‘.‘
 Example

* New federal tax credit reduces federal income tax liability
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Table of Prominent H.R. 1, Title VII Tax Impacts (Individuals)

Prominent H.R. 1, Title VIl Provisions

Direct / Fed. OR Rev.

Provision Indirect | Rev. Ch. Ch.

Individual — New provisions
Overtime pay deduction
Tips deduction
Qualified vehicle loan interest

O O O O O
I
I

Floor (0.5%) on deduction of charitable contributions + +
Charitable contributions deduction for non-itemizers - -
Senior deduction FTS - +
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Table of Prominent H.R. 1, Title VII Tax Impacts (Individuals)

Provision Direct / Fed. OR Rev.
Indirect | Rev. Ch. Ch.
Individual — TCJA extended and/or modified provisions
Limitation on state and local tax deduction (SALT) D - -
Mortgage interest deduction (limits & insurance) D +/- -
Limitation on itemized deductions D + +
Casualty loss deduction D - -
Opportunity Zones D + +
Dependent care assistance exclusion D - -
Employer payments of student loans exclusion D - -
Small business stock gain exclusion D - -
Tax rates / bracket changes FTS - +
Increased standard deduction FTS - +
Eliminate personal exemptions FTS + -
Child tax credit FTS - +
Alternative minimum tax FTS - +
Child and dependent care tax credit FTS - +
Individual — Other Provisions
Ending various energy credits FTS + -
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Table of Prominent H.R. 1, Title VII Tax Impacts (Individuals)

Direct / Fed. OR Rev.

Provision Indirect | Rev. Ch. Ch.

Individual — TCJA extended and/or modified provisions

Limitation on state and local tax deduction (SALT) D - -
Mortgage interest deduction (limits & insurance) D +/- -
Limitation on itemized deductions D + +
Casualty loss deduction D - -
Opportunity Zones D + +
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Revenue Impacts of Select H.R. 1, Title VII Tax Provisions

« Impacts were incorporated in September Revenue Forecast

« Estimates reflect policy deviation from baseline assumption that TCJA provisions
were extended

Revenue Impact $'s in Millions
Years

Effective

Biennium
2025-27 2027-29 2029-31

New Provisions
Overtime ded. 2025 - 2028 -5221 -$157 SO
Tips deduction 2025 - 2028 -$78 -S53 SO
Vehicle loan interest deduction 2025 - 2028 -568 -S80 -S7
Charitable contributions floor 2026 - S53 5116 $128
Charitable cont. non-itemizers 2026 - -S8 -$19 -S21
Extended and/or modified
SALT limit ded. 2025 > -S81 -S80 -S26
Mortgage interest deduction 2026 > -$12 -526 -526
Itemized deduction limit 2026 > S11 S17 $18
Casualty loss deduction 2026 > -S0.2 -50.4 -50.5 Slide | 14
Opportunity zones 2026 > S5 $15 S8




New Personal Provisions



Overtime Pay Deduction

 Personal income tax deduction available to itemizers and non-itemizers

« “Qualified overtime compensation” — overtime compensation required under
section 7 of the Fair Labor Standards Act of 1938 that is in excess of the regular
rate — i.e., the half in time-and-a-half

« Taxpayer must have an SSN
« Deduction max of $12,500 (single), $25,000 (married filing jointly)
« Deduction phases out as income increases

o Single: $1 50K — $275K Overtime Deduction Phase Out
« MFJ: $300K — $550K o
» Applies tax years 2025 through 2028 %i? Single MFJ
« TY 2026: W2 & information return reporting, i e \
and withholding modification " % U
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Tip Income Deduction

Personal income tax deduction available to itemizers and non-itemizers

Deduction for reported “qualified tips”
« Received in an occupation which customarily and regularly received tips

« Tip is paid voluntarily without any consequence in the event of
nonpayment, is not subject of negotiation, and is determined by the payor

* Not received by individual in a specified service trade or business

Taxpayer must have an SSN Tip Income Deduction Phase Out

Deduction max of $25,000 and phase out g 50
« Single: $150K — $400K 2 $20
« MFJ: $300K — $550K

Applies tax years 2025 through 2028
Withholding modification beginning in 2026

0

MFJ
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https://home.treasury.gov/system/files/136/Tipped-Occupations-Detailed-8-27-2025.pdf

Qualified Vehicle Loan Interest

« Personal income tax deduction available to itemizers and non-itemizers

« Deduction for “qualified passenger vehicle loan interest’

» Interest paid or accrued on indebtedness incurred by taxpayer after 12/31/2024 on an “applicable
passenger vehicle” for personal use

« Applicable passenger vehicle

Originally used by the taxpayer

Manufactured primarily for use on public streets/roads/highways
Minimum two wheels

Car, minivan, van, sport utility vehicle, pickup truck, or motorcycle
Motor vehicle for purposes of title |l of the Clean Air Act

Gross vehicle weight rating of less then 14,000 pounds, and

Had final assembly in the U.S. Vehicle Loan Interest Ded. Phase Out

$12
$10

« Deduction max of $10,000 and phases out as income increases
« Single: $100K — $150K $8
« MFJ: $200K — $250K $6
« Information return provided by loan provider containing interest paid < **

S
« Applies tax years 2025 through 2028 5(2)

Single MFJ

Max ($ 000's)

Ded

SOK S50K $100K $150K $200K $250K $300K

MAGI
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Personal Charitable Contributions

New charitable contributions deduction floor

« Limits charitable deduction to total charitable contributions exceeding 0.5% of AGI
(corresponding corporate limitis 1.0%)

. Limited contributions may be carried over to subsequent  Eoa

years though carryovers are also subject to limit _ AGI  5250,000
(pre-H.R. 1 carryovers not subject to floor) Charitable Floor 51,250

Charitable Contribution.  $10,000

Charitable deduction = charitable contribution — .005 * AGI Charitable Deduction|  $8,750

Charitable contributions deduction for non itemizers

» Deduction of charitable contributions available to taxpayers claiming the standard
deduction

« Maximum deduction is $1,000 (single), $2,000 (joint)

» Both provisions effective tax years 2026 and later
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TCJA Extended and/or
Modified
and
Other Personal Provisions



Limitation on SALT Deduction

« Limitation on itemized deduction of state and local income taxes or general sales taxes, and

state/local property taxes (SALT)
Limit on SALT Deduction

$50,000

« May revenue forecast assumed SALT limit of $10,000 OBBBA
continued indefinitely 840,000
$30,000
$20,000 / '
* New SALT Ilimit beginning in tax year... $10,000 — MayForecastBaseline _ |
« 2025: $40,000 (half for married filing separately) $0
° 2026 $40,400 2024 2025 2026 2(:-27 Y2028 2029 2030 2031
« 2027 —2029: limit grows by 1% of previous year e
« 2030 and later: $10,000 SALT Ded. Limit Phase Down in 2025

w
u
o

« SALT deduction phase down applicable to tax years 2025
through 2029

« Limit phases down to $10,000 by 30% of income

S30
exceeding $500K (1% growth and half for MFS) - \
« E.G. -%$40,000 limit phases down to $10,000 at income

of $500K — $600K (1% growth and half for MFS) SOK  $100K  $200K $300K $400K $500K  $600K
LEGISLATIVE REVENUE OFFICE MAGH Slide | 21
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Mortgage Interest Deduction

« Makes permanent two TCJA mortgage interest deduction (MID) limitations
 Limit on acquisition indebtedness of $750K ($375K MFS)
* Deductible home equity indebtedness must be associated with the home
« Both provisions were included in May baseline forecast

 Expands MID to include mortgage insurance premiums
« Deduction was most recently allowed in TY 2021
« Phases out from AGI of $100K - $110K ($50K — $55K, MFS)

* Not part of TCJA extension therefore not part of May baseline forecast

* Applies tax years 2026 and later
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Overall Limit on Itemized Deductions

« TCJAtemporarily repealed the “Pease limitation” on itemized deductions for tax
years 2018 — 2025

« H.R. 1, Title VIl permanently repeals the Pease limitation and creates new
limitation on itemized deductions

« Reduces itemized deductions by up to 2/37ts for taxpayer in top (37%)
federal tax bracket (in 2025, top brackets were - $626,350 for single and
$751,600 for married filing jointly)

« Effectively limits itemized deductions to equivalence with taxpayers in 35%
tax bracket (for most taxpayers)
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Casualty Loss Deduction

Policy pre - H.R. 1, Title VI
« Deduction available to taxpayers claiming itemized deductions

« Taxpayers ma¥ deduct casualty losses attributable to a federally declared disaster that
exceed 10% of taxpayer’s AGI

« Limited to federally declared disaster(s) by TCJA in 2017 and applicable to tax years
2018 — 2025

« Oregon allows subtraction of casualty losses incurred in Oregon and resulting from event
subject to Governor declared state of emergency or Emergency Conflagration Act

. Applies TYs 2020 — 2025 (HB 2812, 2023)

H.R. 1, Title VIl changes

« Makes TCJA provisions permanent but also allows deduction for casualty loss from
“state declared disasters” (e.?., natural catastrophe, fire, flood, explosion) of sufficient
severity to be deductible as determined by Governor and U.S. Treasury Secretary

 Applies TYs 2026 and later
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Opportunity Zones — As enacted in 2017 by TCJA

“Opportunity Zone tax incentives are designed to be broad incentives to retain investment in or shift

investment toward specific geographic areas”
(Source: Congressional Research Service)

Zone Designation

« Qualified opportunity zones (QOZ) are “low-income community” census tracts designated by
state Governors

Tax Benefits

. gaxp?_ ers invest previously unrealized capital gains into a QOZ and potentially receive tax
enefits

1) Temporary deferral of tax on invested gains until 12/31/2026
2) Permanent reduction in taxation of invested capital gains

* 10% reduction if invested and held for five years

* 15% reduction if invested and held for seven years

3) fermanent exclusion of future capital gains on amount invested in QOZ if held for at least
en years

Sunset: Policy applied to investments sold or exchanged before 12/31/2026
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Opportunity Zones — Changes in H.R. 1, Title VII

Permanently extends QOZ program in revolving manner

Zone designation

« QOZs designated every 10 years, beginning on January 1, 2027
* Narrows definition of “low-income communities”

« Eliminates QOZ qualification for “contiguous tracts”

« Creates new “qualified rural opportunity fund”, 90% of assets in qualified OZ property in rural area

* “Rural area” means any area other than a city/town with population > 50K or urbanized area
contiguous and adjacent to city/town with population > 50K

Tax Benefits
1) Temporary five-year deferral of tax on invested gains
2) Permanent reduction in taxation of invested capital gains
* 10% reduction if invested and held for five years
« 30% reduction if invested and held for five years in qualified rural opportunity fund

3) Permanent exclusion (up to 30 years) of future capital gains on amount invested in QOZ if
held for at least ten years
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Business Provisions



Select Business Provisions in HR 1

How Corporate

(business) income is Depreciation and Féi%i?iﬁgﬁtg? '”(tfeorgﬁsﬁggal
tle%cte?irfiﬁgﬁral Sl Expensing GILTI/FDII)
Extra Detail Very similar to
and Depreciation
and
Examples Expensing
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Select Business Policies

Revenue Impact (S in Millions)

Years Effective Biennium
2025-27 2027-29 2029-31

New Provisions

100% Bonus Depreciation 1/20/2025 - (5196) ($43) (522)
Qualified Production Property 1/20/2025 - 2028 (5116) (5128) (S57)
Section 179 Expensing 2025 > ($39) ($23) ($17)
Research and Experimental Expensing 2022 > (5166) (S40) (S11)
International Taxation 2026 - (S10) ($10) S5
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System Compare

						5-Yr Property (Half-Year Convention)

						$10,000 Depreciable Value

						Year 1		Year 2		Year 3		Year 4		Year 5		Year 6				Total

				MACRS		$2,000		$3,200		$1,920		$1,152		$1,152		$576				$10,000







				MACRS 		$1,200		$1,920		$1,152		$691		$691		$346				$10,000

				+ 40% Bonus Depreciation		$4,000



				Change in Depreciation vs MACRS		$3,200		($1,280)		($768)		($461)		($461)		($230)				$0







				100% Expensing		$10,000		$0		$0		$0		$0		$0				$10,000



				Change in Depreciation vs MACRS		$8,000		($3,200)		($1,920)		($1,152)		($1,152)		($576)				$0





Bonus History

				1/1/00		0%

				2/1/00		0%

				3/1/00		0%

				4/1/00		0%

				5/1/00		0%

				6/1/00		0%

				7/1/00		0%

				8/1/00		0%

				9/1/00		30%		9/10/01

				10/1/00		30%

				11/1/00		30%

				12/1/00		30%

				1/1/01		30%

				2/1/01		30%

				3/1/01		30%

				4/1/01		30%

				5/1/01		30%

				6/1/01		30%

				7/1/01		30%

				8/1/01		30%

				9/1/01		30%

				10/1/01		30%

				11/1/01		30%

				12/1/01		30%

				1/1/02		30%

				2/1/02		30%

				3/1/02		30%

				4/1/02		30%

				5/1/02		30%

				6/1/02		30%

				7/1/02		30%

				8/1/02		30%

				9/1/02		30%

				10/1/02		30%

				11/1/02		30%

				12/1/02		30%

				1/1/03		30%

				2/1/03		30%

				3/1/03		30%

				4/1/03		30%

				5/1/03		50%		5/6/03

				6/1/03		50%

				7/1/03		50%

				8/1/03		50%

				9/1/03		50%

				10/1/03		50%

				11/1/03		50%

				12/1/03		50%

				1/1/04		50%

				2/1/04		50%

				3/1/04		50%

				4/1/04		50%

				5/1/04		50%

				6/1/04		50%

				7/1/04		50%

				8/1/04		50%

				9/1/04		50%

				10/1/04		50%

				11/1/04		50%

				12/1/04		50%

				1/1/05		0%		1/1/05

				2/1/05		0%

				3/1/05		0%

				4/1/05		0%

				5/1/05		0%

				6/1/05		0%

				7/1/05		0%

				8/1/05		0%

				9/1/05		0%

				10/1/05		0%

				11/1/05		0%

				12/1/05		0%

				1/1/06		0%

				2/1/06		0%

				3/1/06		0%

				4/1/06		0%

				5/1/06		0%

				6/1/06		0%

				7/1/06		0%

				8/1/06		0%

				9/1/06		0%

				10/1/06		0%

				11/1/06		0%

				12/1/06		0%

				1/1/07		0%

				2/1/07		0%

				3/1/07		0%

				4/1/07		0%

				5/1/07		0%

				6/1/07		0%

				7/1/07		0%

				8/1/07		0%

				9/1/07		0%

				10/1/07		0%

				11/1/07		0%

				12/1/07		0%

				1/1/08		50%		1/1/08

				2/1/08		50%

				3/1/08		50%

				4/1/08		50%

				5/1/08		50%

				6/1/08		50%

				7/1/08		50%

				8/1/08		50%

				9/1/08		50%

				10/1/08		50%

				11/1/08		50%

				12/1/08		50%

				1/1/09		0%		1/1/09

				2/1/09		0%

				3/1/09		0%

				4/1/09		0%

				5/1/09		0%

				6/1/09		0%

				7/1/09		0%

				8/1/09		0%

				9/1/09		0%

				10/1/09		0%

				11/1/09		0%

				12/1/09		0%

				1/1/10		0%

				2/1/10		0%

				3/1/10		0%

				4/1/10		0%

				5/1/10		0%

				6/1/10		0%

				7/1/10		0%

				8/1/10		0%

				9/1/10		0%

				10/1/10		0%

				11/1/10		0%

				12/1/10		0%

				1/1/11		100%		1/1/11

				2/1/11		100%

				3/1/11		100%

				4/1/11		100%

				5/1/11		100%

				6/1/11		100%

				7/1/11		100%

				8/1/11		100%

				9/1/11		100%

				10/1/11		100%

				11/1/11		100%

				12/1/11		100%

				1/1/12		50%		1/1/12

				2/1/12		50%

				3/1/12		50%

				4/1/12		50%

				5/1/12		50%

				6/1/12		50%

				7/1/12		50%

				8/1/12		50%

				9/1/12		50%

				10/1/12		50%

				11/1/12		50%

				12/1/12		50%

				1/1/13		50%

				2/1/13		50%

				3/1/13		50%

				4/1/13		50%

				5/1/13		50%

				6/1/13		50%

				7/1/13		50%

				8/1/13		50%

				9/1/13		50%

				10/1/13		50%

				11/1/13		50%

				12/1/13		50%

				1/1/14		50%

				2/1/14		50%

				3/1/14		50%

				4/1/14		50%

				5/1/14		50%

				6/1/14		50%

				7/1/14		50%

				8/1/14		50%

				9/1/14		50%

				10/1/14		50%

				11/1/14		50%

				12/1/14		50%

				1/1/15		50%

				2/1/15		50%

				3/1/15		50%

				4/1/15		50%

				5/1/15		50%

				6/1/15		50%

				7/1/15		50%

				8/1/15		50%

				9/1/15		50%

				10/1/15		50%

				11/1/15		50%

				12/1/15		50%

				1/1/16		50%

				2/1/16		50%

				3/1/16		50%

				4/1/16		50%

				5/1/16		50%

				6/1/16		50%

				7/1/16		50%

				8/1/16		50%

				9/1/16		50%

				10/1/16		50%

				11/1/16		50%

				12/1/16		50%

				1/1/17		50%

				2/1/17		50%

				3/1/17		50%

				4/1/17		50%

				5/1/17		50%

				6/1/17		50%

				7/1/17		50%

				8/1/17		50%

				9/1/17		100%		9/28/17

				10/1/17		100%

				11/1/17		100%

				12/1/17		100%

				1/1/18		100%

				2/1/18		100%

				3/1/18		100%

				4/1/18		100%

				5/1/18		100%

				6/1/18		100%

				7/1/18		100%

				8/1/18		100%

				9/1/18		100%

				10/1/18		100%

				11/1/18		100%

				12/1/18		100%

				1/1/19		100%

				2/1/19		100%

				3/1/19		100%

				4/1/19		100%

				5/1/19		100%

				6/1/19		100%

				7/1/19		100%

				8/1/19		100%

				9/1/19		100%

				10/1/19		100%

				11/1/19		100%

				12/1/19		100%

				1/1/20		100%

				2/1/20		100%

				3/1/20		100%

				4/1/20		100%

				5/1/20		100%

				6/1/20		100%

				7/1/20		100%

				8/1/20		100%

				9/1/20		100%

				10/1/20		100%

				11/1/20		100%

				12/1/20		100%

				1/1/21		100%

				2/1/21		100%

				3/1/21		100%

				4/1/21		100%

				5/1/21		100%

				6/1/21		100%

				7/1/21		100%

				8/1/21		100%

				9/1/21		100%

				10/1/21		100%

				11/1/21		100%

				12/1/21		100%

				1/1/22		100%

				2/1/22		100%

				3/1/22		100%

				4/1/22		100%

				5/1/22		100%

				6/1/22		100%

				7/1/22		100%

				8/1/22		100%

				9/1/22		100%

				10/1/22		100%

				11/1/22		100%

				12/1/22		100%

				1/1/23		80%		1/1/23

				2/1/23		80%

				3/1/23		80%

				4/1/23		80%

				5/1/23		80%

				6/1/23		80%

				7/1/23		80%

				8/1/23		80%

				9/1/23		80%

				10/1/23		80%

				11/1/23		80%

				12/1/23		80%

				1/1/24		60%		1/1/24

				2/1/24		60%

				3/1/24		60%

				4/1/24		60%

				5/1/24		60%

				6/1/24		60%

				7/1/24		60%

				8/1/24		60%

				9/1/24		60%

				10/1/24		60%

				11/1/24		60%

				12/1/24		60%

				1/1/25		40%		1/1/25

				2/1/25		100%		1/19/25

				3/1/25		100%

				4/1/25		100%

				5/1/25		100%

				6/1/25		100%

				7/1/25		100%

				8/1/25		100%

				9/1/25		100%

				10/1/25		100%

				11/1/25		100%

				12/1/25		100%

				1/1/26		100%

				2/1/26		100%

				3/1/26		100%

				4/1/26		100%

				5/1/26		100%

				6/1/26		100%

				7/1/26		100%

				8/1/26		100%

				9/1/26		100%

				10/1/26		100%

				11/1/26		100%

				12/1/26		100%









Sec 179 History

				Max Expensing		Phase-Out Begins						Max Expensing		Phase-Out Begins																		Max Expensing		Phase-out begins

		2001-02		$24,000		$200,000				2011 to 2017		$500,000		$2.0 million																2001		$   24,000		$   200,000

		2003		$100,000		$400,000				2018		$1 million		$2.5 million																2002		$   24,000		$   200,000

		2004		$102,000		$410,000				2019		$1.02 million		$2.55 million																2003		$   100,000		$   400,000

		2005		$105,000		$420,000				2020		$1.04 million		$2.59 million																2004		$   102,000		$   410,000

		2006		$108,000		$430,000				2021		$1.05 million		$2.62 million																2005		$   105,000		$   420,000

		2007		$125,000		$500,000				2022		$1.08 million		$2.7 million																2006		$   108,000		$   430,000

		2008		$250,000		$800,000				2023		$1.16 million		$2.89 million																2007		$   125,000		$   500,000

		2009		$133,000		$530,000		*Disconnected		2024		$1.22 million		$3.05 million																2008		$   250,000		$   800,000

		2010		$134,000		$530,000		*Disconnected		HR1 -- 2025		$2.5 million		$4.0 million																2009		$   133,000		$   530,000

												Increased for Inflation 2026+																		2010		$   134,000		$   530,000

																														2011		$   500,000		$   2,000,000

																														2012		$   500,000		$   2,000,000

																														2013		$   500,000		$   2,000,000

		2009 and 2010																												2014		$   500,000		$   2,000,000

		Based on PL 110-28																												2015		$   500,000		$   2,000,000

		US Troop Readiness, Vets' Care, Katrina Recovery, and Iraq Accountability Appropriations Act of 2007																												2016		$   500,000		$   2,000,000

																														2017		$   500,000		$   2,000,000

		SEC. 8212. EXTENSION AND INCREASE OF EXPENSING FOR SMALL																												2018		$   1,000,000		$   2,500,000

		BUSINESS.																												2019		$   1,020,000		$   2,550,000

		(a) EXTENSION.—Subsections (b)(1), (b)(2), (b)(5), (c)(2), and																												2020		$   1,040,000		$   2,590,000

		(d)(1)(A)(ii) of section 179 (relating to election to expense certain																												2021		$   1,050,000		$   2,620,000

		depreciable business assets) are each amended by striking ‘‘2010’’																												2022		$   1,080,000		$   2,700,000

		and inserting ‘‘2011’’.																												2023		$   1,160,000		$   2,890,000

		(b) INCREASE IN LIMITATIONS.—Subsection (b) of section 179																												2024		$   1,220,000		$   3,050,000

		is amended—																												2025		$   2,500,000		$   4,000,000

		(1) by striking ‘‘$100,000 in the case of taxable years beginning																												2026(est)		$   2,560,000		$   4,090,000

		after 2002’’ in paragraph (1) and inserting ‘‘$125,000 in

		the case of taxable years beginning after 2006’’, and

		(2) by striking ‘‘$400,000 in the case of taxable years beginning

		after 2002’’ in paragraph (2) and inserting ‘‘$500,000 in

		the case of taxable years beginning after 2006’’.

		(c) INFLATION ADJUSTMENT.—Subparagraph (A) of section

		179(b)(5) is amended—

		(1) by striking ‘‘2003’’ and inserting ‘‘2007’’,

		(2) by striking ‘‘$100,000 and $400,000’’ and inserting

		‘‘$125,000 and $500,000’’, and

		(3) by striking ‘‘2002’’ in clause (ii) and inserting ‘‘2006’’.



Max Expensing	2001	2002	2003	2004	2005	2006	2007	2008	2009	2010	2011	2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	2023	2024	2025	2026(est)	24000	24000	100000	102000	105000	108000	125000	250000	133000	134000	500000	500000	500000	500000	500000	500000	500000	1000000	1020000	1040000	1050000	1080000	1160000	1220000	2500000	2560000	Phase-out begins	2001	2002	2003	2004	2005	2006	2007	2008	2009	2010	2011	2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	2023	2024	2025	2026(est)	200000	200000	400000	410000	420000	430000	500000	800000	530000	530000	2000000	2000000	2000000	2000000	2000000	2000000	2000000	2500000	2550000	2590000	2620000	2700000	2890000	3050000	4000000	4090000	











Revenue Tables

		Policy		Years Effective		Biennial Impact ($Millions)												Policy		Impact by Tax Years ($Millions)

						2025-27		2027-29		2029-31										2025 
(or before)		2026		2027		2028		2029		2030

		Bonus Depreciation		Permanent		-$196		-$43		-$22								Bonus Depreciation		-$140		-$56		-$26		-$17		-$12		-$10

		Qualified Production Property		1/19/2025 to 12/31/2031		-$116		-$128		-$57								Qualified Production Property		-$50		-$67		-$68		-$60		-$42		-$16

		Section 179		Permanent		-$39		-$23		-$17								Section 179		-$23		-$15		-$13		-$11		-$9		-$8

		Research and Experimentation Expense		Permanent
(retro to 2022)		-$166		-$40		-$11								Research and Experimentation Expense		-$127		-$38		-$25		-$15		-$7		-$4

		International Taxation		Permanent		-$10		-$10		$5								International Taxation		-$4		-$7		-$8		-$2		$2		$3



		Policy		Years Effective		Revenue Impact ($ in Millions)

						Biennium

						2025-27		2027-29		2029-31

		New Provisions

		100% Bonus Depreciation		1/20/2025 →		($196)		($43)		($22)

		Qualified Production Property		1/20/2025 - 2028		($116)		($128)		($57)

		Section 179 Expensing		2025 →		($39)		($23)		($17)

		Research and Experimental Expensing		2022 →		($166)		($40)		($11)

		International Taxation		2026 →		($10)		($10)		$5

		TEMPLATE

		Policy		Years Effective		Revenue Impact ($ in Millions)

						Tax Years														Biennium

						2025		2026		2027		2028		2029		2030				2025-27		2027-29		2029-31

		New Provisions

		Tips deduction		2025 - 2028		($33)		($32)		($32)		($34)		$0		$0				($78)		($53)		$0

		Overtime ded.		2025 - 2028		($90)		($93)		($96)		($100)		$0		$0				($221)		($157)		$0

		Vehicle loan interest ded.		2025 - 2028		($33)		($35)		($41)		($45)		$0		$0				($68)		($80)		($7)

		Extended and/or modified

		SALT limit ded.		2025 →		($32)		($34)		($37)		($41)		($44)		$0				($81)		($80)		($26)

		Mortgage interest ded.		2026 →		$0		($13)		($13)		($13)		($13)		($13)				($12)		($26)		($26)

		Charitable contributions floor		2026 →		$0		$53		$56		$59		$62		$65				$53		$116		$128

		Charitable cont. non-itemizers		2026 →		$0		($3)		($8)		($10)		($10)		($11)				($8)		($19)		($21)

		Itemized ded. limit		2026 →		$0		$8		$8		$8		$9		$9				$11		$17		$18

		Casualty loss ded.		2026 →		$0		$0		$0		$0		$0		$0				($0.20)		($0.40)		($0.50)

		Opportunity zones		2026 →		$0		$4		$8		$5		$4		$3				$5		$15		$8





Example One Business

		Example for individual business buying single $10 million asset

		Key assumptions include Gross receipts and Other costs which grow at 5% per year

		and expensing does not lead to net loss

		Fixed annual 5% growth in receipts, equipment purchases, and Other Costs



		MACRS ($ Millions)

				Year 1		Year 2		Year 3		Year 4		Year 5		Year 6				Total

		Gross Receipts		85.00		89.25		93.71		98.40		103.32		108.48				578.16

		Depreciation		2.00		3.20		1.92		1.15		1.15		0.58				10.00

		Other Costs		70.00		73.50		77.18		81.03		85.09		89.34				476.13



		Taxable Income		13.00		12.55		14.62		16.21		17.08		18.57				92.03

		OR Tax		0.98		0.94		1.10		1.22		1.29		1.40				6.93

		Expensing ($ Millions)

				Year 1		Year 2		Year 3		Year 4		Year 5		Year 6				Total

		Gross Receipts		85.00		89.25		93.71		98.40		103.32		108.48				578.16

		Depreciation		10.00														10.00

		Other Costs		70.00		73.50		77.18		81.03		85.09		89.34				476.13



		Taxable Income		5.00		15.75		16.54		17.36		18.23		19.14				92.03

		OR Tax		0.37		1.19		1.25		1.31		1.38		1.44				6.93





		A couple of observation





6 businesses

		Representative steady-state example

		Fixed annual 5% growth in receipts, equipment purchases, and Other Costs



		MACRS

														Year 1		Year 2		Year 3		Year 4		Year 5		Year 6				Total

		Gross Receipts												510.00		535.50		562.28		590.39		619.91		650.90				3,468.98

		Depreciation												9.18		9.64		10.12		10.63		11.16		11.72				62.46

		Other Costs												420.00		441.00		463.05		486.20		510.51		536.04				2,856.80



		Taxable Income												80.82		84.86		89.10		93.56		98.23		103.14				549.71

		OR Tax												6.08		6.39		6.71		7.05		7.41		7.78				41.42



		Expensing

				-5		-4		-3		-2		-1		Year 1		Year 2		Year 3		Year 4		Year 5		Year 6				Total												Depreciation

		Gross Receipts		399.60		419.58		440.56		462.59		485.71		510.00		535.50		562.28		590.39		619.91		650.90																-5		-4		-3		-2		-1		Year 1		Year 2		Year 3		Year 4		Year 5		Year 6				Total

		Depreciation		7.84		8.23		8.64		9.07		9.52		10.00		10.50		11.03		11.58		12.16		12.76				68.02												1.5670523329		2.5072837327		1.5043702396		0.9026221438		0.9026221438		0.4513110719														7.8352616647

		Other Costs		329.08		345.54		362.81		380.95		400.00		420.00		441.00		463.05		486.20		510.51		536.04														1				1.6454049496		2.6326479193		1.5795887516		0.947753251		0.947753251		0.4738766255												8.2270247479

																																						2						1.7276751971		2.7642803153		1.6585681892		0.9951409135		0.9951409135		0.4975704568										8.6383759853

		Taxable Income												80.00		84.00		88.20		92.61		97.24		102.10				544.15										3								1.8140589569		2.9024943311		1.7414965986		1.0448979592		1.0448979592		0.5224489796								9.0702947846

		OR Tax												6.02		6.32		6.64		6.98		7.33		7.70				41.00										4										1.9047619048		3.0476190476		1.8285714286		1.0971428571		1.0971428571		0.5485714286						9.5238095238

																																						5												2		3.2		1.92		1.152		1.152		0.576				10

		MACRS then Switch to Expensing in Year 3																																																		2.1		3.36		2.016		1.2096		1.2096				9.8952

				-5		-4		-3		-2		-1		Year 1		Year 2		Year 3		Year 4		Year 5		Year 6				Total																										2.205		3.528		2.1168		1.27008				9.11988

		Gross Receipts												510.00		535.50		562.28		590.39		619.91		650.90				3,468.98																												2.31525		3.7044		2.22264				8.24229

		Depreciation												9.18		9.64		17.92		14.79		12.91		11.79				76.23																														2.4310125		3.88962				6.3206325

		Other Costs												420.00		441.00		463.05		486.20		510.51		536.04				2,856.80																																2.552563125				2.552563125



		Taxable Income												80.82		84.86		81.31		89.40		96.49		103.08				535.94										Total		1.5670523329		4.1526886823		5.864693356		7.0605501676		8.3161998197		9.1833208826		9.6424869267		10.1246112731		10.6308418367		11.1623839286		11.720503125

		OR Tax												6.08		6.39		6.12		6.73		7.27		7.77				40.37

		OR Tax Compared to MACRS												100%		100%		91%		96%		98%		100%



																																								Depreciation

		Note: Calculation of Year 1 Depreciation includes six years																																						-5		-4		-3		-2		-1		Year 1		Year 2		Year 3		Year 4		Year 5		Year 6				Total

														Bus #1		Bus #2		Bus #3		Bus #4		Bus #5		Bus #6				Total												-1		2.5072837327		1.5043702396		0.9026221438		0.9026221438		0.4513110719		0		0		0		0		0				5.2682093317

		MACRS Amount												2.00		3.05		1.74		1.00		0.95		0.45				9.18														1.6454049496		2.6326479193		1.5795887516		0.947753251		0.947753251		0.4738766255		0		0		0		0				8.2270247479

		Purchase												This Year		Last Year		2yrs ago		3yrs ago		4yrs ago		5yrs ago																		0		1.7276751971		2.7642803153		1.6585681892		0.9951409135		0.9951409135		0.4975704568		0		0		0				8.6383759853

																																										0		0		1.8140589569		2.9024943311		1.7414965986		1.0448979592		1.0448979592		0.5224489796		0		0				9.0702947846

		Note that 5% growth is constant, so each year prior is about 95.2% of the succeeding year (i.e. 1/1.05)																																								0		0		0		1.9047619048		3.0476190476		1.8285714286		1.0971428571		1.0971428571		0.5485714286		0				9.5238095238

																																										0		0		0		0		2		3.2		1.92		1.152		1.152		0.576				10

																																										0		0		0		0		0		2.1		3.36		2.016		1.2096		1.2096				9.8952

																																										0		0		0		0		0		0		10		0		0		0				10

																																										0		0		0		0		0		0		0		10		0		0				10

																																										0		0		0		0		0		0		0		0		10		0				10

																																										0		0		0		0		0		0		0		0		0		10				10

																																						Total		-1		4.1526886823		5.864693356		7.0605501676		8.3161998197		9.1833208826		9.6424869267		17.9196112731		14.7875918367		12.9101714286		11.7856





16 BUS 15yr

		Six Businesses, each adds 5 Year property every 6 years



		Expensing

				-15		-14		-13		-12		-11		-10		-9		-8		-7		-6		-5		-4		-3		-2		-1		Year 1		Year 2		Year 3		Year 4		Year 5		Year 6				Total

		Gross Receipts		654.18		686.89		721.24		757.30		795.16		834.92		876.67		920.50		966.53		1014.85		1065.60		1118.88		1174.82		1233.56		1295.24		1360.00		535.50		562.28		590.39		619.91		650.90

		Depreciation		4.81		5.05		5.30		5.57		5.85		6.14		6.45		6.77		7.11		7.46		7.84		8.23		8.64		9.07		9.52		10.00		10.50		11.03		11.58		12.16		12.76				68.02

		Other Costs		538.74		565.68		593.96		623.66		654.84		687.58		721.96		758.06		795.96		835.76		877.55		921.43		967.50		1015.87		1066.67		1120.00		441.00		463.05		486.20		510.51		536.04



		Taxable Income																																230.00		84.00		88.20		92.61		97.24		102.10				694.15

		OR Tax																																17.32		6.32		6.64		6.98		7.33		7.70				52.30

		OR Tax Compared to MACRS																																98%		97%		97%		97%		97%		96%



		MACRS																																																										Depreciation

																																		Year 1		Year 2		Year 3		Year 4		Year 5		Year 6				Total														-15		-14		-13		-12		-11		-10		-9		-8		-7		-6		-5		-4		-3		-2		-1		Year 1		Year 2		Year 3		Year 4		Year 5		Year 6		Y7		Y8		Y9		Y10		Y11		Y12		Y13		Y14		Y15		Y16		Y17		Total

		Gross Receipts																																1360.00		535.50		562.28		590.39		619.91		650.90				4318.98												1		0.240508549		0.4569662432		0.4112696189		0.3703831655		0.333344849		0.2996736521		0.2838000879		0.2838000879		0.284281105		0.2838000879		0.284281105		0.2838000879		0.284281105		0.2838000879		0.284281105		0.1419000439																																		4.8101709809

		Depreciation																																7.33		7.70		8.09		8.49		8.91		8.72				49.25												2				0.2525339765		0.4798145553		0.4318330998		0.3889023238		0.3500120914		0.3146573347		0.2979900923		0.2979900923		0.2984951602		0.2979900923		0.2984951602		0.2979900923		0.2984951602		0.2979900923		0.2984951602		0.1489950461																																5.05067953

		Other Costs																																1120.00		441.00		463.05		486.20		510.51		536.04				3556.80												3						0.2651606753		0.5038052831		0.4534247548		0.40834744		0.367512696		0.3303902015		0.3128895969		0.3128895969		0.3134199182		0.3128895969		0.3134199182		0.3128895969		0.3134199182		0.3128895969		0.3134199182		0.1564447984																														5.3032135065

																																																												4								0.2784187091		0.5289955473		0.4760959925		0.428764812		0.3858883308		0.3469097115		0.3285340767		0.3285340767		0.3290909141		0.3285340767		0.3290909141		0.3285340767		0.3290909141		0.3285340767		0.3290909141		0.1642670384																												5.5683741818

		Taxable Income																																232.67		86.80		91.14		95.70		100.48		106.14				712.93												5										0.2923396445		0.5554453246		0.4999007922		0.4502030526		0.4051827473		0.3642551971		0.3449607806		0.3449607806		0.3455454599		0.3449607806		0.3455454599		0.3449607806		0.3455454599		0.3449607806		0.3455454599		0.1724803903																										5.8467928909

		OR Tax																																17.62		6.54		6.87		7.21		7.58		8.01				53.82												6												0.3069566268		0.5832175909		0.5248958318		0.4727132052		0.4254418847		0.382467957		0.3622088196		0.3622088196		0.3628227328		0.3622088196		0.3628227328		0.3622088196		0.3628227328		0.3622088196		0.3628227328		0.1811044098																								6.1391325354

																																																												7														0.3223044581		0.6123784704		0.5511406234		0.4963488655		0.4467139789		0.4015913548		0.3803192606		0.3803192606		0.3809638695		0.3803192606		0.3809638695		0.3803192606		0.3809638695		0.3803192606		0.3809638695		0.1901596303																						6.4460891622

																																																												8																0.338419681		0.6429973939		0.5786976545		0.5211663088		0.4690496779		0.4216709225		0.3993352236		0.3993352236		0.400012063		0.3993352236		0.400012063		0.3993352236		0.400012063		0.3993352236		0.400012063		0.1996676118																				6.7683936203

		MACRS then Switch to Expensing in Year 3																																																										9																		0.3553406651		0.6751472636		0.6076325373		0.5472246242		0.4925021618		0.4427544687		0.4193019848		0.4193019848		0.4200126661		0.4193019848		0.4200126661		0.4193019848		0.4200126661		0.4193019848		0.4200126661		0.2096509924																		7.1068133013

				-5																						-4		-3		-2		-1		Year 1		Year 2		Year 3		Year 4		Year 5		Year 6				Total												10																				0.3731076983		0.7089046268		0.6380141641		0.5745858554		0.5171272699		0.4648921921		0.440267084		0.440267084		0.4410132994		0.440267084		0.4410132994		0.440267084		0.4410132994		0.440267084		0.4410132994		0.220133542																7.4621539664

		Gross Receipts																																1360.00		535.50		562.28		590.39		619.91		650.90				4318.98												11																						0.3917630832		0.7443498581		0.6699148723		0.6033151482		0.5429836334		0.4881368017		0.4622804382		0.4622804382		0.4630639644		0.4622804382		0.4630639644		0.4622804382		0.4630639644		0.4622804382		0.4630639644		0.2311402191														7.8352616647

		Depreciation																																7.33		7.70		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!				ERROR:#REF!												12																								0.4113512374		0.7815673511		0.7034106159		0.6334809056		0.570132815		0.5125436418		0.4853944601		0.4853944601		0.4862171626		0.4853944601		0.4862171626		0.4853944601		0.4862171626		0.4853944601		0.4862171626		0.2426972301												8.2270247479

		Other Costs																																1120.00		441.00		463.05		486.20		510.51		536.04				3556.80										Total		13																										0.4319187993		0.8206457186		0.7385811467		0.6651549509		0.5986394558		0.5381708239		0.5096641831		0.5096641831		0.5105280207		0.5096641831		0.5105280207		0.5096641831		0.5105280207		0.5096641831		0.5105280207		0.2548320916										8.6383759853

																																																												14																												0.4535147392		0.8616780045		0.7755102041		0.6984126984		0.6285714286		0.5650793651		0.5351473923		0.5351473923		0.5360544218		0.5351473923		0.5360544218		0.5351473923		0.5360544218		0.5351473923		0.5360544218		0.2675736961								9.0702947846

		Taxable Income																																232.67		86.80		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!				ERROR:#REF!												15																														0.4761904762		0.9047619048		0.8142857143		0.7333333333		0.66		0.5933333333		0.5619047619		0.5619047619		0.5628571429		0.5619047619		0.5628571429		0.5619047619		0.5628571429		0.5619047619		0.5628571429		0.280952381						9.5238095238

		OR Tax																																17.62		6.54		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!				ERROR:#REF!												16																																0.5		0.95		0.855		0.77		0.693		0.623		0.59		0.59		0.591		0.59		0.591		0.59		0.591		0.59		0.591		0.295				10

		OR Tax Compared to MACRS																																100%		100%		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!																																																		0.525		0.9975		0.89775		0.8085		0.72765		0.65415		0.6195		0.6195		0.62055		0.6195		0.62055		0.6195		0.62055		0.6195		0.62055		0.30975		10.5

																																																																																																0.55125		1.047375		0.9426375		0.848925																								3.3901875

																																																																																																		0.5788125		1.09974375		0.989769375																								2.668325625

		Calculation of Year 1 Depreciation for Six businesses																																																																																																		0.607753125		1.1547309375

																																		Firm6		Firm5		Firm4		Firm3		Firm2		Firm1

		MACRS Amount																																0.33		0.31		0.30		0.14		ERROR:#REF!		ERROR:#REF!

		Purchase																																This Year		Last Year		2yrs ago		3yrs ago		4yrs ago		5yrs ago																		0.240508549		0.7095002197		1.1562448495		1.5844402575		1.9970071194		2.3965311275		2.8001577717		3.2239657482		3.6694451406		4.1367174855		4.6278344647		5.1430262758		5.6844586946		6.2524817172		6.849386908		7.3337562974		7.7004441122		8.0854663178		8.4897396337		8.9142266154		8.7217971649



		Note that 5% growth is constant, so each year prior is about 95.2% of the succeeding year (i.e. 1/1.05)

																																																												Depreciation

																																																																																		-5		-4		-3		-2		-1		Year 1		Year 2		Year 3		Year 4		Year 5		Year 6																								Total

																																																																																		-1		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!																								ERROR:#REF!

																																																																																				ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!																								ERROR:#REF!

																																																										Total																										0.240508549		0.4569662432		0.4112696189		0.3703831655		0.1419000439		0		0		0		0		0																								1.6210276206

																																																																																				0		0.2525339765		0.4798145553		0.4318330998		0.2984951602		0.1489950461		0		0		0		0																								1.611671838

																																																																																				0		0		0.2651606753		0.5038052831		0.3128895969		0.3134199182		0.1564447984		0		0		0																								1.551720272

																																																																																				0		0		0		0.2784187091		0.3290909141		0.3285340767		0.3290909141		0.1642670384		0		0																								1.4294016525

																																																																																				0		0		0		0		0.9047619048		0.8142857143		0.7333333333		0.66		0.5933333333		0.5619047619																								4.2676190476

																																																																																				0		0		0		0		0.5		0.95		10		0		0		0																								11.45

																																																																																				0		0		0		0		0		0.525		0.9975		10		0		0																								11.5225

																																																																																				0		0		0		0		0		0		0.55125		1.047375		10		0																								11.598625

																																																																																				0		0		0		0		0		0		0		0.5788125		1.09974375		10																								11.67855625

																																																												-1		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!																								ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!



INCOMPLETE, 




Depreciation Determined by Asset Life (MACRS Tables)
Modified Accelerated Cost Recovery System (MACRS)
Depreciable Value of an Asset (Generally Cost minus Salvage Value)
» Tables based on depreciation timeline and Quarter placed in service

Category Examples

3-Year Property Qualified Rent-to-Own property
Racehorse over 2 years old

5-Year Property Automobiles, helicopters
Breeding and Dairy Cattle

10-Year Property Barges, tugboats, and similar water transport equipment
Trees and vines bearing fruit or nuts

15-Year Property Land improvements: roads, fences, shrubbery
Certain utility distribution/transmission property

20-Year Property Multi-Purpose farm buildings
Clearing and grading for electric distribution and transmission

25-Year property Water utility property

Some Real Property treated differently (e.g. residential rental property)

Land is not depreciated Slide | 30



MACRS Depreciation Table Example

Table A-1.  3-, 5-, 7-, 10-, 15-, and 20-Year Property

Half-Year Convention
Depregiation rate for recovery period
Deprec
3-year 5-year T-year 10-year 15-year 20-year
YEE"' 1 33.33% 20.00% 14.29% 10.00% 5.00% 3.750%

2 44.45 32.00 24.49 18.00 9.50 7.219
3 Ea r 5 Ea r 3 14.81 19.20 17.49 14.40 8.55 6.677
= - 4 7.41 11.52 12.49 11.52 7.70 6.177
y y 5 11.52 8.93 9.22 6.93 5.713
6 5.76 8.92 7.37 6.23 5.285
7 8.93 6.55 5.90 4.888
] 8 4.48 6.55 5.90 4.522
. 0 . 9 6.56 5.91 4.462
10 6.55 5.90 4.461
2 44_45 SE‘DG 11 3.08 5.91 4.462
12 5.90 4.461
13 5.91 4.462
3 14.81 19.20 i
" " 15 5.91 4.462
4 7.41 11.52 s
- - 17 4.462
18 4.461
5 11.52 5
= 20 4.461
21 2.231

6 5.76

—

Slide | 31



Bonus Depreciation

Available for Property with Recovery Period up to 20 years

Allows additional deduction in first year — 60% for 2024

Changes timing of deductions -- Total amount does not change

Bonus depreciation is deducted first, then remainder is deducted as usual

100% Bonus depreciation is also called “expensing” because full depreciable
value is an expense in first year rather than depreciated over time

Can create a net loss that can be carried over to future years

LEGISLATIVE REVENUE OFFICE Slide | 32



Bonus Depreciation History and Future (Current Oregon Law)

100.00% pre—
HR1 Set
100%
80-00% from
1/20/25
forward
60.00% !
40.00%
20.00%
0.00%
o g ™ [Te] (=2 ] [e1] =i ~ ™ < ) o
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~ o o o o o P o o~ o © =
= 5 N o N ™~ = o~ -~ N ™ o D
- - - - g — - 0 _— — -~ o
= o © - ha — ~ A N oo hagl ]
“ 3 ) = - - - = & - - I R

» Oregon disconnected from changes in Bonus Depreciation for 2009 and 2010 (2009 HB 2078 & 2011 SB 301). Federal
bonus depreciation for 2009 and 2010 was 50% for 1/1/08 to 9/8/10 and 100% for 9/9/10 to 12/31/10.

« Without HR1 Bonus Depreciation would have been 40% for 2025, 20% for 2026, and 0% for 2027 or after.
» Source: Thomson Reuters, Oregon DOR Pub 17 72, and HR 1 Slide | 33



https://www.thomsonreuters.com/en-us/help/fixed-assets-cs/calculation/bonus-depreciation-overview

Bonus Depreciation Comparison to MACRS

5-Yr Property (Half-Year Convention)
$10,000 Depreciable Value

Year1l Year2 Year3 Year4 Year5 Year6 Total
MACRS $2,000 $3,200 $1,920 $1,152 $1,152 $576 $10,000

MACRS $1,200 $1,920 $1,152 $691 $691 $346
+40% Bonus Depreciation $4,000

Change in Depreciation vs MACRS $3,200 ($1,280) ($768) ($461) ($461) ($230) $0

$10,000

100% Expensing $10,000  $0 $0 $0 $0 $0 $10,000

Change in Depreciation vs MACRS $8,000 ($3,200) ($1,920) ($1,152) ($1,152) ($576) $0

Slide | 34



System Compare

						5-Yr Property (Half-Year Convention)

						$10,000 Depreciable Value

						Year 1		Year 2		Year 3		Year 4		Year 5		Year 6				Total

				MACRS		$2,000		$3,200		$1,920		$1,152		$1,152		$576				$10,000







				MACRS 		$1,200		$1,920		$1,152		$691		$691		$346				$10,000

				+ 40% Bonus Depreciation		$4,000



				Change in Depreciation vs MACRS		$3,200		($1,280)		($768)		($461)		($461)		($230)				$0







				100% Expensing		$10,000		$0		$0		$0		$0		$0				$10,000



				Change in Depreciation vs MACRS		$8,000		($3,200)		($1,920)		($1,152)		($1,152)		($576)				$0





Bonus History

				1/1/00		0%

				2/1/00		0%

				3/1/00		0%

				4/1/00		0%

				5/1/00		0%

				6/1/00		0%

				7/1/00		0%

				8/1/00		0%

				9/1/00		30%		9/10/01

				10/1/00		30%

				11/1/00		30%

				12/1/00		30%

				1/1/01		30%

				2/1/01		30%

				3/1/01		30%

				4/1/01		30%

				5/1/01		30%

				6/1/01		30%

				7/1/01		30%

				8/1/01		30%

				9/1/01		30%

				10/1/01		30%

				11/1/01		30%

				12/1/01		30%

				1/1/02		30%

				2/1/02		30%

				3/1/02		30%

				4/1/02		30%

				5/1/02		30%

				6/1/02		30%

				7/1/02		30%

				8/1/02		30%

				9/1/02		30%

				10/1/02		30%

				11/1/02		30%

				12/1/02		30%

				1/1/03		30%

				2/1/03		30%

				3/1/03		30%

				4/1/03		30%

				5/1/03		50%		5/6/03

				6/1/03		50%

				7/1/03		50%

				8/1/03		50%

				9/1/03		50%

				10/1/03		50%

				11/1/03		50%

				12/1/03		50%

				1/1/04		50%

				2/1/04		50%

				3/1/04		50%

				4/1/04		50%

				5/1/04		50%

				6/1/04		50%

				7/1/04		50%

				8/1/04		50%

				9/1/04		50%

				10/1/04		50%

				11/1/04		50%

				12/1/04		50%

				1/1/05		0%		1/1/05

				2/1/05		0%

				3/1/05		0%

				4/1/05		0%

				5/1/05		0%

				6/1/05		0%

				7/1/05		0%

				8/1/05		0%

				9/1/05		0%

				10/1/05		0%

				11/1/05		0%

				12/1/05		0%

				1/1/06		0%

				2/1/06		0%

				3/1/06		0%

				4/1/06		0%

				5/1/06		0%

				6/1/06		0%

				7/1/06		0%

				8/1/06		0%

				9/1/06		0%

				10/1/06		0%

				11/1/06		0%

				12/1/06		0%

				1/1/07		0%

				2/1/07		0%

				3/1/07		0%

				4/1/07		0%

				5/1/07		0%

				6/1/07		0%

				7/1/07		0%

				8/1/07		0%

				9/1/07		0%

				10/1/07		0%

				11/1/07		0%

				12/1/07		0%

				1/1/08		50%		1/1/08

				2/1/08		50%

				3/1/08		50%

				4/1/08		50%

				5/1/08		50%

				6/1/08		50%

				7/1/08		50%

				8/1/08		50%

				9/1/08		50%

				10/1/08		50%

				11/1/08		50%

				12/1/08		50%

				1/1/09		0%		1/1/09

				2/1/09		0%

				3/1/09		0%

				4/1/09		0%

				5/1/09		0%

				6/1/09		0%

				7/1/09		0%

				8/1/09		0%

				9/1/09		0%

				10/1/09		0%

				11/1/09		0%

				12/1/09		0%

				1/1/10		0%

				2/1/10		0%

				3/1/10		0%

				4/1/10		0%

				5/1/10		0%

				6/1/10		0%

				7/1/10		0%

				8/1/10		0%

				9/1/10		0%

				10/1/10		0%

				11/1/10		0%

				12/1/10		0%

				1/1/11		100%		1/1/11

				2/1/11		100%

				3/1/11		100%

				4/1/11		100%

				5/1/11		100%

				6/1/11		100%

				7/1/11		100%

				8/1/11		100%

				9/1/11		100%

				10/1/11		100%

				11/1/11		100%

				12/1/11		100%

				1/1/12		50%		1/1/12

				2/1/12		50%

				3/1/12		50%

				4/1/12		50%

				5/1/12		50%

				6/1/12		50%

				7/1/12		50%

				8/1/12		50%

				9/1/12		50%

				10/1/12		50%

				11/1/12		50%

				12/1/12		50%

				1/1/13		50%

				2/1/13		50%

				3/1/13		50%

				4/1/13		50%

				5/1/13		50%

				6/1/13		50%

				7/1/13		50%

				8/1/13		50%

				9/1/13		50%

				10/1/13		50%

				11/1/13		50%

				12/1/13		50%

				1/1/14		50%

				2/1/14		50%

				3/1/14		50%

				4/1/14		50%

				5/1/14		50%

				6/1/14		50%

				7/1/14		50%

				8/1/14		50%

				9/1/14		50%

				10/1/14		50%

				11/1/14		50%

				12/1/14		50%

				1/1/15		50%

				2/1/15		50%

				3/1/15		50%

				4/1/15		50%

				5/1/15		50%

				6/1/15		50%

				7/1/15		50%

				8/1/15		50%

				9/1/15		50%

				10/1/15		50%

				11/1/15		50%

				12/1/15		50%

				1/1/16		50%

				2/1/16		50%

				3/1/16		50%

				4/1/16		50%

				5/1/16		50%

				6/1/16		50%

				7/1/16		50%

				8/1/16		50%

				9/1/16		50%

				10/1/16		50%

				11/1/16		50%

				12/1/16		50%

				1/1/17		50%

				2/1/17		50%

				3/1/17		50%

				4/1/17		50%

				5/1/17		50%

				6/1/17		50%

				7/1/17		50%

				8/1/17		50%

				9/1/17		100%		9/28/17

				10/1/17		100%

				11/1/17		100%

				12/1/17		100%

				1/1/18		100%

				2/1/18		100%

				3/1/18		100%

				4/1/18		100%

				5/1/18		100%

				6/1/18		100%

				7/1/18		100%

				8/1/18		100%

				9/1/18		100%

				10/1/18		100%

				11/1/18		100%

				12/1/18		100%

				1/1/19		100%

				2/1/19		100%

				3/1/19		100%

				4/1/19		100%

				5/1/19		100%

				6/1/19		100%

				7/1/19		100%

				8/1/19		100%

				9/1/19		100%

				10/1/19		100%

				11/1/19		100%

				12/1/19		100%

				1/1/20		100%

				2/1/20		100%

				3/1/20		100%

				4/1/20		100%

				5/1/20		100%

				6/1/20		100%

				7/1/20		100%

				8/1/20		100%

				9/1/20		100%

				10/1/20		100%

				11/1/20		100%

				12/1/20		100%

				1/1/21		100%

				2/1/21		100%

				3/1/21		100%

				4/1/21		100%

				5/1/21		100%

				6/1/21		100%

				7/1/21		100%

				8/1/21		100%

				9/1/21		100%

				10/1/21		100%

				11/1/21		100%

				12/1/21		100%

				1/1/22		100%

				2/1/22		100%

				3/1/22		100%

				4/1/22		100%

				5/1/22		100%

				6/1/22		100%

				7/1/22		100%

				8/1/22		100%

				9/1/22		100%

				10/1/22		100%

				11/1/22		100%

				12/1/22		100%

				1/1/23		80%		1/1/23

				2/1/23		80%

				3/1/23		80%

				4/1/23		80%

				5/1/23		80%

				6/1/23		80%

				7/1/23		80%

				8/1/23		80%

				9/1/23		80%

				10/1/23		80%

				11/1/23		80%

				12/1/23		80%

				1/1/24		60%		1/1/24

				2/1/24		60%

				3/1/24		60%

				4/1/24		60%

				5/1/24		60%

				6/1/24		60%

				7/1/24		60%

				8/1/24		60%

				9/1/24		60%

				10/1/24		60%

				11/1/24		60%

				12/1/24		60%

				1/1/25		40%		1/1/25

				2/1/25		100%		1/19/25

				3/1/25		100%

				4/1/25		100%

				5/1/25		100%

				6/1/25		100%

				7/1/25		100%

				8/1/25		100%

				9/1/25		100%

				10/1/25		100%

				11/1/25		100%

				12/1/25		100%

				1/1/26		100%

				2/1/26		100%

				3/1/26		100%

				4/1/26		100%

				5/1/26		100%

				6/1/26		100%

				7/1/26		100%

				8/1/26		100%

				9/1/26		100%

				10/1/26		100%

				11/1/26		100%

				12/1/26		100%









Sec 179 History

				Max Expensing		Phase-Out Begins						Max Expensing		Phase-Out Begins																		Max Expensing		Phase-out begins

		2001-02		$24,000		$200,000				2011 to 2017		$500,000		$2.0 million																2001		$   24,000		$   200,000

		2003		$100,000		$400,000				2018		$1 million		$2.5 million																2002		$   24,000		$   200,000

		2004		$102,000		$410,000				2019		$1.02 million		$2.55 million																2003		$   100,000		$   400,000

		2005		$105,000		$420,000				2020		$1.04 million		$2.59 million																2004		$   102,000		$   410,000

		2006		$108,000		$430,000				2021		$1.05 million		$2.62 million																2005		$   105,000		$   420,000

		2007		$125,000		$500,000				2022		$1.08 million		$2.7 million																2006		$   108,000		$   430,000

		2008		$250,000		$800,000				2023		$1.16 million		$2.89 million																2007		$   125,000		$   500,000

		2009		$133,000		$530,000		*Disconnected		2024		$1.22 million		$3.05 million																2008		$   250,000		$   800,000

		2010		$134,000		$530,000		*Disconnected		HR1 -- 2025		$2.5 million		$4.0 million																2009		$   133,000		$   530,000

												Increased for Inflation 2026+																		2010		$   134,000		$   530,000

																														2011		$   500,000		$   2,000,000

																														2012		$   500,000		$   2,000,000

																														2013		$   500,000		$   2,000,000

		2009 and 2010																												2014		$   500,000		$   2,000,000

		Based on PL 110-28																												2015		$   500,000		$   2,000,000

		US Troop Readiness, Vets' Care, Katrina Recovery, and Iraq Accountability Appropriations Act of 2007																												2016		$   500,000		$   2,000,000

																														2017		$   500,000		$   2,000,000

		SEC. 8212. EXTENSION AND INCREASE OF EXPENSING FOR SMALL																												2018		$   1,000,000		$   2,500,000

		BUSINESS.																												2019		$   1,020,000		$   2,550,000

		(a) EXTENSION.—Subsections (b)(1), (b)(2), (b)(5), (c)(2), and																												2020		$   1,040,000		$   2,590,000

		(d)(1)(A)(ii) of section 179 (relating to election to expense certain																												2021		$   1,050,000		$   2,620,000

		depreciable business assets) are each amended by striking ‘‘2010’’																												2022		$   1,080,000		$   2,700,000

		and inserting ‘‘2011’’.																												2023		$   1,160,000		$   2,890,000

		(b) INCREASE IN LIMITATIONS.—Subsection (b) of section 179																												2024		$   1,220,000		$   3,050,000

		is amended—																												2025		$   2,500,000		$   4,000,000

		(1) by striking ‘‘$100,000 in the case of taxable years beginning																												2026(est)		$   2,560,000		$   4,090,000

		after 2002’’ in paragraph (1) and inserting ‘‘$125,000 in

		the case of taxable years beginning after 2006’’, and

		(2) by striking ‘‘$400,000 in the case of taxable years beginning

		after 2002’’ in paragraph (2) and inserting ‘‘$500,000 in

		the case of taxable years beginning after 2006’’.

		(c) INFLATION ADJUSTMENT.—Subparagraph (A) of section

		179(b)(5) is amended—

		(1) by striking ‘‘2003’’ and inserting ‘‘2007’’,

		(2) by striking ‘‘$100,000 and $400,000’’ and inserting

		‘‘$125,000 and $500,000’’, and

		(3) by striking ‘‘2002’’ in clause (ii) and inserting ‘‘2006’’.



Max Expensing	2001	2002	2003	2004	2005	2006	2007	2008	2009	2010	2011	2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	2023	2024	2025	2026(est)	24000	24000	100000	102000	105000	108000	125000	250000	133000	134000	500000	500000	500000	500000	500000	500000	500000	1000000	1020000	1040000	1050000	1080000	1160000	1220000	2500000	2560000	Phase-out begins	2001	2002	2003	2004	2005	2006	2007	2008	2009	2010	2011	2012	2013	2014	2015	2016	2017	2018	2019	2020	2021	2022	2023	2024	2025	2026(est)	200000	200000	400000	410000	420000	430000	500000	800000	530000	530000	2000000	2000000	2000000	2000000	2000000	2000000	2000000	2500000	2550000	2590000	2620000	2700000	2890000	3050000	4000000	4090000	











Revenue Tables

		Policy		Years Effective		Biennial Impact ($Millions)												Policy		Impact by Tax Years ($Millions)

						2025-27		2027-29		2029-31										2025 
(or before)		2026		2027		2028		2029		2030

		Bonus Depreciation		Permanent		-$196		-$43		-$22								Bonus Depreciation		-$140		-$56		-$26		-$17		-$12		-$10

		Qualified Production Property		1/19/2025 to 12/31/2031		-$116		-$128		-$57								Qualified Production Property		-$50		-$67		-$68		-$60		-$42		-$16

		Section 179		Permanent		-$39		-$23		-$17								Section 179		-$23		-$15		-$13		-$11		-$9		-$8

		Research and Experimentation Expense		Permanent
(retro to 2022)		-$166		-$40		-$11								Research and Experimentation Expense		-$127		-$38		-$25		-$15		-$7		-$4

		International Taxation		Permanent		-$10		-$10		$5								International Taxation		-$4		-$7		-$8		-$2		$2		$3

				By Tax Years		By Tax Years		By Tax Years		By Tax Years

				2025 or Prior





Example One Business

		Example for individual business buying single $10 million asset

		Key assumptions include Gross receipts and Other costs which grow at 5% per year

		and expensing does not lead to net loss

		Fixed annual 5% growth in receipts, equipment purchases, and Other Costs



		MACRS ($ Millions)

				Year 1		Year 2		Year 3		Year 4		Year 5		Year 6				Total

		Gross Receipts		85.00		89.25		93.71		98.40		103.32		108.48				578.16

		Depreciation		2.00		3.20		1.92		1.15		1.15		0.58				10.00

		Other Costs		70.00		73.50		77.18		81.03		85.09		89.34				476.13



		Taxable Income		13.00		12.55		14.62		16.21		17.08		18.57				92.03

		OR Tax		0.98		0.94		1.10		1.22		1.29		1.40				6.93

		Expensing ($ Millions)

				Year 1		Year 2		Year 3		Year 4		Year 5		Year 6				Total

		Gross Receipts		85.00		89.25		93.71		98.40		103.32		108.48				578.16

		Depreciation		10.00														10.00

		Other Costs		70.00		73.50		77.18		81.03		85.09		89.34				476.13



		Taxable Income		5.00		15.75		16.54		17.36		18.23		19.14				92.03

		OR Tax		0.37		1.19		1.25		1.31		1.38		1.44				6.93





		A couple of observation





6 businesses

		Representative steady-state example

		Fixed annual 5% growth in receipts, equipment purchases, and Other Costs



		MACRS

														Year 1		Year 2		Year 3		Year 4		Year 5		Year 6				Total

		Gross Receipts												510.00		535.50		562.28		590.39		619.91		650.90				3,468.98

		Depreciation												9.18		9.64		10.12		10.63		11.16		11.72				62.46

		Other Costs												420.00		441.00		463.05		486.20		510.51		536.04				2,856.80



		Taxable Income												80.82		84.86		89.10		93.56		98.23		103.14				549.71

		OR Tax												6.08		6.39		6.71		7.05		7.41		7.78				41.42

		Expensing

				-5		-4		-3		-2		-1		Year 1		Year 2		Year 3		Year 4		Year 5		Year 6				Total												Depreciation

		Gross Receipts		399.60		419.58		440.56		462.59		485.71		510.00		535.50		562.28		590.39		619.91		650.90																-5		-4		-3		-2		-1		Year 1		Year 2		Year 3		Year 4		Year 5		Year 6				Total

		Depreciation		7.84		8.23		8.64		9.07		9.52		10.00		10.50		11.03		11.58		12.16		12.76				68.02												1.5670523329		2.5072837327		1.5043702396		0.9026221438		0.9026221438		0.4513110719														7.8352616647

		Other Costs		329.08		345.54		362.81		380.95		400.00		420.00		441.00		463.05		486.20		510.51		536.04														1				1.6454049496		2.6326479193		1.5795887516		0.947753251		0.947753251		0.4738766255												8.2270247479

																																						2						1.7276751971		2.7642803153		1.6585681892		0.9951409135		0.9951409135		0.4975704568										8.6383759853

		Taxable Income												80.00		84.00		88.20		92.61		97.24		102.10				544.15										3								1.8140589569		2.9024943311		1.7414965986		1.0448979592		1.0448979592		0.5224489796								9.0702947846

		OR Tax												6.02		6.32		6.64		6.98		7.33		7.70				41.00										4										1.9047619048		3.0476190476		1.8285714286		1.0971428571		1.0971428571		0.5485714286						9.5238095238

																																						5												2		3.2		1.92		1.152		1.152		0.576				10

		MACRS then Switch to Expensing in Year 3																																																		2.1		3.36		2.016		1.2096		1.2096				9.8952

				-5		-4		-3		-2		-1		Year 1		Year 2		Year 3		Year 4		Year 5		Year 6				Total																										2.205		3.528		2.1168		1.27008				9.11988

		Gross Receipts												510.00		535.50		562.28		590.39		619.91		650.90				3,468.98																												2.31525		3.7044		2.22264				8.24229

		Depreciation												9.18		9.64		17.92		14.79		12.91		11.79				76.23																														2.4310125		3.88962				6.3206325

		Other Costs												420.00		441.00		463.05		486.20		510.51		536.04				2,856.80																																2.552563125				2.552563125



		Taxable Income												80.82		84.86		81.31		89.40		96.49		103.08				535.94										Total		1.5670523329		4.1526886823		5.864693356		7.0605501676		8.3161998197		9.1833208826		9.6424869267		10.1246112731		10.6308418367		11.1623839286		11.720503125

		OR Tax												6.08		6.39		6.12		6.73		7.27		7.77				40.37

		OR Tax Compared to MACRS												100%		100%		91%		96%		98%		100%



																																								Depreciation

		Note: Calculation of Year 1 Depreciation for Six businesses using MACRS																																						-5		-4		-3		-2		-1		Year 1		Year 2		Year 3		Year 4		Year 5		Year 6				Total

														Bus #1		Bus #2		Bus #3		Bus #4		Bus #5		Bus #6				Total												-1		2.5072837327		1.5043702396		0.9026221438		0.9026221438		0.4513110719		0		0		0		0		0				5.2682093317

		MACRS Amount												2.00		3.05		1.74		1.00		0.95		0.45				9.18														1.6454049496		2.6326479193		1.5795887516		0.947753251		0.947753251		0.4738766255		0		0		0		0				8.2270247479

		Purchase												This Year		Last Year		2yrs ago		3yrs ago		4yrs ago		5yrs ago																		0		1.7276751971		2.7642803153		1.6585681892		0.9951409135		0.9951409135		0.4975704568		0		0		0				8.6383759853

																																										0		0		1.8140589569		2.9024943311		1.7414965986		1.0448979592		1.0448979592		0.5224489796		0		0				9.0702947846

		Note that 5% growth is constant, so each year prior is about 95.2% of the succeeding year (i.e. 1/1.05)																																								0		0		0		1.9047619048		3.0476190476		1.8285714286		1.0971428571		1.0971428571		0.5485714286		0				9.5238095238

																																										0		0		0		0		2		3.2		1.92		1.152		1.152		0.576				10

																																										0		0		0		0		0		2.1		3.36		2.016		1.2096		1.2096				9.8952

																																										0		0		0		0		0		0		10		0		0		0				10

																																										0		0		0		0		0		0		0		10		0		0				10

																																										0		0		0		0		0		0		0		0		10		0				10

																																										0		0		0		0		0		0		0		0		0		10				10

																																						Total		-1		4.1526886823		5.864693356		7.0605501676		8.3161998197		9.1833208826		9.6424869267		17.9196112731		14.7875918367		12.9101714286		11.7856





16 BUS 15yr

		Six Businesses, each adds 5 Year property every 6 years



		Expensing

				-15		-14		-13		-12		-11		-10		-9		-8		-7		-6		-5		-4		-3		-2		-1		Year 1		Year 2		Year 3		Year 4		Year 5		Year 6				Total

		Gross Receipts		654.18		686.89		721.24		757.30		795.16		834.92		876.67		920.50		966.53		1014.85		1065.60		1118.88		1174.82		1233.56		1295.24		1360.00		535.50		562.28		590.39		619.91		650.90

		Depreciation		4.81		5.05		5.30		5.57		5.85		6.14		6.45		6.77		7.11		7.46		7.84		8.23		8.64		9.07		9.52		10.00		10.50		11.03		11.58		12.16		12.76				68.02

		Other Costs		538.74		565.68		593.96		623.66		654.84		687.58		721.96		758.06		795.96		835.76		877.55		921.43		967.50		1015.87		1066.67		1120.00		441.00		463.05		486.20		510.51		536.04



		Taxable Income																																230.00		84.00		88.20		92.61		97.24		102.10				694.15

		OR Tax																																17.32		6.32		6.64		6.98		7.33		7.70				52.30

		OR Tax Compared to MACRS																																98%		97%		97%		97%		97%		96%



		MACRS																																																										Depreciation

																																		Year 1		Year 2		Year 3		Year 4		Year 5		Year 6				Total														-15		-14		-13		-12		-11		-10		-9		-8		-7		-6		-5		-4		-3		-2		-1		Year 1		Year 2		Year 3		Year 4		Year 5		Year 6		Y7		Y8		Y9		Y10		Y11		Y12		Y13		Y14		Y15		Y16		Y17		Total

		Gross Receipts																																1360.00		535.50		562.28		590.39		619.91		650.90				4318.98												1		0.240508549		0.4569662432		0.4112696189		0.3703831655		0.333344849		0.2996736521		0.2838000879		0.2838000879		0.284281105		0.2838000879		0.284281105		0.2838000879		0.284281105		0.2838000879		0.284281105		0.1419000439																																		4.8101709809

		Depreciation																																7.33		7.70		8.09		8.49		8.91		8.72				49.25												2				0.2525339765		0.4798145553		0.4318330998		0.3889023238		0.3500120914		0.3146573347		0.2979900923		0.2979900923		0.2984951602		0.2979900923		0.2984951602		0.2979900923		0.2984951602		0.2979900923		0.2984951602		0.1489950461																																5.05067953

		Other Costs																																1120.00		441.00		463.05		486.20		510.51		536.04				3556.80												3						0.2651606753		0.5038052831		0.4534247548		0.40834744		0.367512696		0.3303902015		0.3128895969		0.3128895969		0.3134199182		0.3128895969		0.3134199182		0.3128895969		0.3134199182		0.3128895969		0.3134199182		0.1564447984																														5.3032135065

																																																												4								0.2784187091		0.5289955473		0.4760959925		0.428764812		0.3858883308		0.3469097115		0.3285340767		0.3285340767		0.3290909141		0.3285340767		0.3290909141		0.3285340767		0.3290909141		0.3285340767		0.3290909141		0.1642670384																												5.5683741818

		Taxable Income																																232.67		86.80		91.14		95.70		100.48		106.14				712.93												5										0.2923396445		0.5554453246		0.4999007922		0.4502030526		0.4051827473		0.3642551971		0.3449607806		0.3449607806		0.3455454599		0.3449607806		0.3455454599		0.3449607806		0.3455454599		0.3449607806		0.3455454599		0.1724803903																										5.8467928909

		OR Tax																																17.62		6.54		6.87		7.21		7.58		8.01				53.82												6												0.3069566268		0.5832175909		0.5248958318		0.4727132052		0.4254418847		0.382467957		0.3622088196		0.3622088196		0.3628227328		0.3622088196		0.3628227328		0.3622088196		0.3628227328		0.3622088196		0.3628227328		0.1811044098																								6.1391325354

																																																												7														0.3223044581		0.6123784704		0.5511406234		0.4963488655		0.4467139789		0.4015913548		0.3803192606		0.3803192606		0.3809638695		0.3803192606		0.3809638695		0.3803192606		0.3809638695		0.3803192606		0.3809638695		0.1901596303																						6.4460891622

																																																												8																0.338419681		0.6429973939		0.5786976545		0.5211663088		0.4690496779		0.4216709225		0.3993352236		0.3993352236		0.400012063		0.3993352236		0.400012063		0.3993352236		0.400012063		0.3993352236		0.400012063		0.1996676118																				6.7683936203

		MACRS then Switch to Expensing in Year 3																																																										9																		0.3553406651		0.6751472636		0.6076325373		0.5472246242		0.4925021618		0.4427544687		0.4193019848		0.4193019848		0.4200126661		0.4193019848		0.4200126661		0.4193019848		0.4200126661		0.4193019848		0.4200126661		0.2096509924																		7.1068133013

				-5																						-4		-3		-2		-1		Year 1		Year 2		Year 3		Year 4		Year 5		Year 6				Total												10																				0.3731076983		0.7089046268		0.6380141641		0.5745858554		0.5171272699		0.4648921921		0.440267084		0.440267084		0.4410132994		0.440267084		0.4410132994		0.440267084		0.4410132994		0.440267084		0.4410132994		0.220133542																7.4621539664

		Gross Receipts																																1360.00		535.50		562.28		590.39		619.91		650.90				4318.98												11																						0.3917630832		0.7443498581		0.6699148723		0.6033151482		0.5429836334		0.4881368017		0.4622804382		0.4622804382		0.4630639644		0.4622804382		0.4630639644		0.4622804382		0.4630639644		0.4622804382		0.4630639644		0.2311402191														7.8352616647

		Depreciation																																7.33		7.70		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!				ERROR:#REF!												12																								0.4113512374		0.7815673511		0.7034106159		0.6334809056		0.570132815		0.5125436418		0.4853944601		0.4853944601		0.4862171626		0.4853944601		0.4862171626		0.4853944601		0.4862171626		0.4853944601		0.4862171626		0.2426972301												8.2270247479

		Other Costs																																1120.00		441.00		463.05		486.20		510.51		536.04				3556.80										Total		13																										0.4319187993		0.8206457186		0.7385811467		0.6651549509		0.5986394558		0.5381708239		0.5096641831		0.5096641831		0.5105280207		0.5096641831		0.5105280207		0.5096641831		0.5105280207		0.5096641831		0.5105280207		0.2548320916										8.6383759853

																																																												14																												0.4535147392		0.8616780045		0.7755102041		0.6984126984		0.6285714286		0.5650793651		0.5351473923		0.5351473923		0.5360544218		0.5351473923		0.5360544218		0.5351473923		0.5360544218		0.5351473923		0.5360544218		0.2675736961								9.0702947846

		Taxable Income																																232.67		86.80		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!				ERROR:#REF!												15																														0.4761904762		0.9047619048		0.8142857143		0.7333333333		0.66		0.5933333333		0.5619047619		0.5619047619		0.5628571429		0.5619047619		0.5628571429		0.5619047619		0.5628571429		0.5619047619		0.5628571429		0.280952381						9.5238095238

		OR Tax																																17.62		6.54		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!				ERROR:#REF!												16																																0.5		0.95		0.855		0.77		0.693		0.623		0.59		0.59		0.591		0.59		0.591		0.59		0.591		0.59		0.591		0.295				10

		OR Tax Compared to MACRS																																100%		100%		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!																																																		0.525		0.9975		0.89775		0.8085		0.72765		0.65415		0.6195		0.6195		0.62055		0.6195		0.62055		0.6195		0.62055		0.6195		0.62055		0.30975		10.5

																																																																																																0.55125		1.047375		0.9426375		0.848925																								3.3901875

																																																																																																		0.5788125		1.09974375		0.989769375																								2.668325625

		Calculation of Year 1 Depreciation for Six businesses																																																																																																		0.607753125		1.1547309375

																																		Firm6		Firm5		Firm4		Firm3		Firm2		Firm1

		MACRS Amount																																0.33		0.31		0.30		0.14		ERROR:#REF!		ERROR:#REF!

		Purchase																																This Year		Last Year		2yrs ago		3yrs ago		4yrs ago		5yrs ago																		0.240508549		0.7095002197		1.1562448495		1.5844402575		1.9970071194		2.3965311275		2.8001577717		3.2239657482		3.6694451406		4.1367174855		4.6278344647		5.1430262758		5.6844586946		6.2524817172		6.849386908		7.3337562974		7.7004441122		8.0854663178		8.4897396337		8.9142266154		8.7217971649



		Note that 5% growth is constant, so each year prior is about 95.2% of the succeeding year (i.e. 1/1.05)

																																																												Depreciation

																																																																																		-5		-4		-3		-2		-1		Year 1		Year 2		Year 3		Year 4		Year 5		Year 6																								Total

																																																																																		-1		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!																								ERROR:#REF!

																																																																																				ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!																								ERROR:#REF!

																																																										Total																										0.240508549		0.4569662432		0.4112696189		0.3703831655		0.1419000439		0		0		0		0		0																								1.6210276206

																																																																																				0		0.2525339765		0.4798145553		0.4318330998		0.2984951602		0.1489950461		0		0		0		0																								1.611671838

																																																																																				0		0		0.2651606753		0.5038052831		0.3128895969		0.3134199182		0.1564447984		0		0		0																								1.551720272

																																																																																				0		0		0		0.2784187091		0.3290909141		0.3285340767		0.3290909141		0.1642670384		0		0																								1.4294016525

																																																																																				0		0		0		0		0.9047619048		0.8142857143		0.7333333333		0.66		0.5933333333		0.5619047619																								4.2676190476

																																																																																				0		0		0		0		0.5		0.95		10		0		0		0																								11.45

																																																																																				0		0		0		0		0		0.525		0.9975		10		0		0																								11.5225

																																																																																				0		0		0		0		0		0		0.55125		1.047375		10		0																								11.598625

																																																																																				0		0		0		0		0		0		0		0.5788125		1.09974375		10																								11.67855625

																																																												-1		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!																								ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!



INCOMPLETE, 




Single Corporation Tax Implication

Fixed annual 5% growth in receipts and Other Costs

MACRS ($ Millions)

Year1 Year 2 Year 3 Year 4 Year 5 Year 6 Total
Gross Receipts 85.00 89.25 93.71 98.40 103.32 108.48 578.16
Depreciation 2.00 3.20 1.92 1.15 1.15 0.58 10.00
Other Costs 70.00 73.50 77.18 81.03 85.09 89.34 476.13
Taxable Income 13.00 12.55 14.62 16.21 17.08 18.57 92.03
ORTax 0.98 0.94 1.10 1.22 1.29 1.40 6.93

Expensing ($ Millions)

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Total
Gross Receipts 85.00 89.25 93.71 98.40 103.32 108.48 578.16
Depreciation 10.00 10.00
Other Costs 70.00 73.50 77.18 81.03 85.09 89.34 476.13
Taxable Income 5.00 15.75 16.54 17.36 18.23 19.14 92.03
OR Tax 0.37 1.19 1.25 1.31 1.38 1.44 6.93

» Depreciation deductions total same amount over life of property (here tax is the same as well, but there could

be differences due to tax brackets in some cases)
* Net loss status of individual business could also impact tax difference
+ Because expensing allows immediate deduction, cash flow is significantly impacted
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Sheet1

				5-Yr Property (Half-Year Convention)

				$10,000 Depreciable Value



						Year 1		Year 2		Year 3		Year 4		Year 5		Year 6				Total

				MACRS		$2,000		$3,200		$1,920		$1,152		$1,152		$576				$10,000





				MACRS 		$1,200		$1,920		$1,152		$691		$691		$346				$10,000

				+ 40% Bonus Depreciation		$4,000



				Change in Depreciation		$3,200		($1,280)		($768)		($461)		($461)		($230)				$0





				100% Expensing		$10,000		$0		$0		$0		$0		$0



				Change in Depreciation		$8,000		($3,200)		($1,920)		($1,152)		($1,152)		($576)				$0





Sheet2

				Max Expensing		Phase-Out Begins						Max Expensing		Phase-Out Begins

		2001-02		$24,000		$200,000				2011 to 2017		$500,000		$2.0 million

		2003		$100,000		$400,000				2018		$1 million		$2.5 million

		2004		$102,000		$410,000				2019		$1.02 million		$2.55 million

		2005		$105,000		$420,000				2020		$1.04 million		$2.59 million

		2006		$108,000		$430,000				2021		$1.05 million		$2.62 million

		2007		$125,000		$500,000				2022		$1.08 million		$2.7 million

		2008		$250,000		$800,000				2023		$1.16 million		$2.89 million

		2009		$133,000		$530,000		*Disconnected		2024		$1.22 million		$3.05 million

		2010		$134,000		$530,000		*Disconnected		HR1 -- 2025		$2.5 million		$4.0 million

												Increased for Inflation 2026+

		2009 and 2010

		Based on PL 110-28

		US Troop Readiness, Vets' Care, Katrina Recovery, and Iraq Accountability Appropriations Act of 2007

		SEC. 8212. EXTENSION AND INCREASE OF EXPENSING FOR SMALL

		BUSINESS.

		(a) EXTENSION.—Subsections (b)(1), (b)(2), (b)(5), (c)(2), and

		(d)(1)(A)(ii) of section 179 (relating to election to expense certain

		depreciable business assets) are each amended by striking ‘‘2010’’

		and inserting ‘‘2011’’.

		(b) INCREASE IN LIMITATIONS.—Subsection (b) of section 179

		is amended—

		(1) by striking ‘‘$100,000 in the case of taxable years beginning

		after 2002’’ in paragraph (1) and inserting ‘‘$125,000 in

		the case of taxable years beginning after 2006’’, and

		(2) by striking ‘‘$400,000 in the case of taxable years beginning

		after 2002’’ in paragraph (2) and inserting ‘‘$500,000 in

		the case of taxable years beginning after 2006’’.

		(c) INFLATION ADJUSTMENT.—Subparagraph (A) of section

		179(b)(5) is amended—

		(1) by striking ‘‘2003’’ and inserting ‘‘2007’’,

		(2) by striking ‘‘$100,000 and $400,000’’ and inserting

		‘‘$125,000 and $500,000’’, and

		(3) by striking ‘‘2002’’ in clause (ii) and inserting ‘‘2006’’.





Revenue Tables

		Policy		Years Effective		Biennial Impact												Policy		Impact by Tax Years

						2025-27		2027-29		2029-31										2025 
(or before)		2026		2027		2028		2029

		Bonus Depreciation		Permanent														Bonus Depreciation

		Qualified Property		Permanent														Qualified Property

		Section 179		Permanent														Section 179

		Research and Experimentation Expense		Permanent
(retro to 2022)		-$166		-$40		-$11								Research and Experimentation Expense

		International Taxation		Permanent		-$10		-$10		$5								International Taxation

				By Tax Years		By Tax Years		By Tax Years		By Tax Years

				2025 or Prior





Example One Business

		Example for individual business buying single $10 million asset

		Key assumptions include Gross receipts and Other costs which grow at 5% per year

		and expensing does not lead to net loss

		Fixed annual 5% growth in receipts and Other Costs



		MACRS ($ Millions)

				Year 1		Year 2		Year 3		Year 4		Year 5		Year 6				Total

		Gross Receipts		85.00		89.25		93.71		98.40		103.32		108.48				578.16

		Depreciation		2.00		3.20		1.92		1.15		1.15		0.58				10.00

		Other Costs		70.00		73.50		77.18		81.03		85.09		89.34				476.13



		Taxable Income		13.00		12.55		14.62		16.21		17.08		18.57				92.03

		OR Tax		0.98		0.94		1.10		1.22		1.29		1.40				6.93

		Expensing ($ Millions)

				Year 1		Year 2		Year 3		Year 4		Year 5		Year 6				Total

		Gross Receipts		85.00		89.25		93.71		98.40		103.32		108.48				578.16

		Depreciation		10.00														10.00

		Other Costs		70.00		73.50		77.18		81.03		85.09		89.34				476.13



		Taxable Income		5.00		15.75		16.54		17.36		18.23		19.14				92.03

		OR Tax		0.37		1.19		1.25		1.31		1.38		1.44				6.93





		A couple of observation





6 businesses

		Six Cloned Businesses, each adds 5 Year property every 6 years

		Fixed annual 5% growth in receipts, equipment purchases, and Other Costs



		MACRS

														Year 1		Year 2		Year 3		Year 4		Year 5		Year 6				Total

		Gross Receipts												510.00		535.50		562.28		590.39		619.91		650.90				3,468.98

		Depreciation												9.18		9.64		10.12		10.63		11.16		11.72				62.46

		Other Costs												420.00		441.00		463.05		486.20		510.51		536.04				2,856.80



		Taxable Income												80.82		84.86		89.10		93.56		98.23		103.14				549.71

		OR Tax												6.08		6.39		6.71		7.05		7.41		7.78				41.42

		Expensing

				-5		-4		-3		-2		-1		Year 1		Year 2		Year 3		Year 4		Year 5		Year 6				Total												Depreciation

		Gross Receipts		399.60		419.58		440.56		462.59		485.71		510.00		535.50		562.28		590.39		619.91		650.90																-5		-4		-3		-2		-1		Year 1		Year 2		Year 3		Year 4		Year 5		Year 6				Total

		Depreciation		7.84		8.23		8.64		9.07		9.52		10.00		10.50		11.03		11.58		12.16		12.76				68.02												1.5670523329		2.5072837327		1.5043702396		0.9026221438		0.9026221438		0.4513110719														7.8352616647

		Other Costs		329.08		345.54		362.81		380.95		400.00		420.00		441.00		463.05		486.20		510.51		536.04														1				1.6454049496		2.6326479193		1.5795887516		0.947753251		0.947753251		0.4738766255												8.2270247479

																																						2						1.7276751971		2.7642803153		1.6585681892		0.9951409135		0.9951409135		0.4975704568										8.6383759853

		Taxable Income												80.00		84.00		88.20		92.61		97.24		102.10				544.15										3								1.8140589569		2.9024943311		1.7414965986		1.0448979592		1.0448979592		0.5224489796								9.0702947846

		OR Tax												6.02		6.32		6.64		6.98		7.33		7.70				41.00										4										1.9047619048		3.0476190476		1.8285714286		1.0971428571		1.0971428571		0.5485714286						9.5238095238

																																						5												2		3.2		1.92		1.152		1.152		0.576				10

		MACRS then Switch to Expensing in Year 3																																																		2.1		3.36		2.016		1.2096		1.2096				9.8952

				-5		-4		-3		-2		-1		Year 1		Year 2		Year 3		Year 4		Year 5		Year 6				Total																										2.205		3.528		2.1168		1.27008				9.11988

		Gross Receipts												510.00		535.50		562.28		590.39		619.91		650.90				3,468.98																												2.31525		3.7044		2.22264				8.24229

		Depreciation												9.18		9.64		17.92		14.79		12.91		11.79				76.23																														2.4310125		3.88962				6.3206325

		Other Costs												420.00		441.00		463.05		486.20		510.51		536.04				2,856.80																																2.552563125				2.552563125



		Taxable Income												80.82		84.86		81.31		89.40		96.49		103.08				535.94										Total		1.5670523329		4.1526886823		5.864693356		7.0605501676		8.3161998197		9.1833208826		9.6424869267		10.1246112731		10.6308418367		11.1623839286		11.720503125

		OR Tax												6.08		6.39		6.12		6.73		7.27		7.77				40.37

		OR Tax Compared to MACRS												100%		100%		91%		96%		98%		100%



																																								Depreciation

		Note: Calculation of Year 1 Depreciation for Six businesses using MACRS																																						-5		-4		-3		-2		-1		Year 1		Year 2		Year 3		Year 4		Year 5		Year 6				Total

														Bus #1		Bus #2		Bus #3		Bus #4		Bus #5		Bus #6				Total												-1		2.5072837327		1.5043702396		0.9026221438		0.9026221438		0.4513110719		0		0		0		0		0				5.2682093317

		MACRS Amount												2.00		3.05		1.74		1.00		0.95		0.45				9.18														1.6454049496		2.6326479193		1.5795887516		0.947753251		0.947753251		0.4738766255		0		0		0		0				8.2270247479

		Purchase												This Year		Last Year		2yrs ago		3yrs ago		4yrs ago		5yrs ago																		0		1.7276751971		2.7642803153		1.6585681892		0.9951409135		0.9951409135		0.4975704568		0		0		0				8.6383759853

																																										0		0		1.8140589569		2.9024943311		1.7414965986		1.0448979592		1.0448979592		0.5224489796		0		0				9.0702947846

		Note that 5% growth is constant, so each year prior is about 95.2% of the succeeding year (i.e. 1/1.05)																																								0		0		0		1.9047619048		3.0476190476		1.8285714286		1.0971428571		1.0971428571		0.5485714286		0				9.5238095238

																																										0		0		0		0		2		3.2		1.92		1.152		1.152		0.576				10

																																										0		0		0		0		0		2.1		3.36		2.016		1.2096		1.2096				9.8952

																																										0		0		0		0		0		0		10		0		0		0				10

																																										0		0		0		0		0		0		0		10		0		0				10

																																										0		0		0		0		0		0		0		0		10		0				10

																																										0		0		0		0		0		0		0		0		0		10				10

																																						Total		-1		4.1526886823		5.864693356		7.0605501676		8.3161998197		9.1833208826		9.6424869267		17.9196112731		14.7875918367		12.9101714286		11.7856





16 BUS 15yr

		Six Businesses, each adds 5 Year property every 6 years



		Expensing

				-15		-14		-13		-12		-11		-10		-9		-8		-7		-6		-5		-4		-3		-2		-1		Year 1		Year 2		Year 3		Year 4		Year 5		Year 6				Total

		Gross Receipts		654.18		686.89		721.24		757.30		795.16		834.92		876.67		920.50		966.53		1014.85		1065.60		1118.88		1174.82		1233.56		1295.24		1360.00		535.50		562.28		590.39		619.91		650.90

		Depreciation		4.81		5.05		5.30		5.57		5.85		6.14		6.45		6.77		7.11		7.46		7.84		8.23		8.64		9.07		9.52		10.00		10.50		11.03		11.58		12.16		12.76				68.02

		Other Costs		538.74		565.68		593.96		623.66		654.84		687.58		721.96		758.06		795.96		835.76		877.55		921.43		967.50		1015.87		1066.67		1120.00		441.00		463.05		486.20		510.51		536.04



		Taxable Income																																230.00		84.00		88.20		92.61		97.24		102.10				694.15

		OR Tax																																17.32		6.32		6.64		6.98		7.33		7.70				52.30

		OR Tax Compared to MACRS																																98%		97%		97%		97%		97%		96%



		MACRS																																																										Depreciation

																																		Year 1		Year 2		Year 3		Year 4		Year 5		Year 6				Total														-15		-14		-13		-12		-11		-10		-9		-8		-7		-6		-5		-4		-3		-2		-1		Year 1		Year 2		Year 3		Year 4		Year 5		Year 6		Y7		Y8		Y9		Y10		Y11		Y12		Y13		Y14		Y15		Y16		Y17		Total

		Gross Receipts																																1360.00		535.50		562.28		590.39		619.91		650.90				4318.98												1		0.240508549		0.4569662432		0.4112696189		0.3703831655		0.333344849		0.2996736521		0.2838000879		0.2838000879		0.284281105		0.2838000879		0.284281105		0.2838000879		0.284281105		0.2838000879		0.284281105		0.1419000439																																		4.8101709809

		Depreciation																																7.33		7.70		8.09		8.49		8.91		8.72				49.25												2				0.2525339765		0.4798145553		0.4318330998		0.3889023238		0.3500120914		0.3146573347		0.2979900923		0.2979900923		0.2984951602		0.2979900923		0.2984951602		0.2979900923		0.2984951602		0.2979900923		0.2984951602		0.1489950461																																5.05067953

		Other Costs																																1120.00		441.00		463.05		486.20		510.51		536.04				3556.80												3						0.2651606753		0.5038052831		0.4534247548		0.40834744		0.367512696		0.3303902015		0.3128895969		0.3128895969		0.3134199182		0.3128895969		0.3134199182		0.3128895969		0.3134199182		0.3128895969		0.3134199182		0.1564447984																														5.3032135065

																																																												4								0.2784187091		0.5289955473		0.4760959925		0.428764812		0.3858883308		0.3469097115		0.3285340767		0.3285340767		0.3290909141		0.3285340767		0.3290909141		0.3285340767		0.3290909141		0.3285340767		0.3290909141		0.1642670384																												5.5683741818

		Taxable Income																																232.67		86.80		91.14		95.70		100.48		106.14				712.93												5										0.2923396445		0.5554453246		0.4999007922		0.4502030526		0.4051827473		0.3642551971		0.3449607806		0.3449607806		0.3455454599		0.3449607806		0.3455454599		0.3449607806		0.3455454599		0.3449607806		0.3455454599		0.1724803903																										5.8467928909

		OR Tax																																17.62		6.54		6.87		7.21		7.58		8.01				53.82												6												0.3069566268		0.5832175909		0.5248958318		0.4727132052		0.4254418847		0.382467957		0.3622088196		0.3622088196		0.3628227328		0.3622088196		0.3628227328		0.3622088196		0.3628227328		0.3622088196		0.3628227328		0.1811044098																								6.1391325354

																																																												7														0.3223044581		0.6123784704		0.5511406234		0.4963488655		0.4467139789		0.4015913548		0.3803192606		0.3803192606		0.3809638695		0.3803192606		0.3809638695		0.3803192606		0.3809638695		0.3803192606		0.3809638695		0.1901596303																						6.4460891622

																																																												8																0.338419681		0.6429973939		0.5786976545		0.5211663088		0.4690496779		0.4216709225		0.3993352236		0.3993352236		0.400012063		0.3993352236		0.400012063		0.3993352236		0.400012063		0.3993352236		0.400012063		0.1996676118																				6.7683936203

		MACRS then Switch to Expensing in Year 3																																																										9																		0.3553406651		0.6751472636		0.6076325373		0.5472246242		0.4925021618		0.4427544687		0.4193019848		0.4193019848		0.4200126661		0.4193019848		0.4200126661		0.4193019848		0.4200126661		0.4193019848		0.4200126661		0.2096509924																		7.1068133013

				-5																						-4		-3		-2		-1		Year 1		Year 2		Year 3		Year 4		Year 5		Year 6				Total												10																				0.3731076983		0.7089046268		0.6380141641		0.5745858554		0.5171272699		0.4648921921		0.440267084		0.440267084		0.4410132994		0.440267084		0.4410132994		0.440267084		0.4410132994		0.440267084		0.4410132994		0.220133542																7.4621539664

		Gross Receipts																																1360.00		535.50		562.28		590.39		619.91		650.90				4318.98												11																						0.3917630832		0.7443498581		0.6699148723		0.6033151482		0.5429836334		0.4881368017		0.4622804382		0.4622804382		0.4630639644		0.4622804382		0.4630639644		0.4622804382		0.4630639644		0.4622804382		0.4630639644		0.2311402191														7.8352616647

		Depreciation																																7.33		7.70		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!				ERROR:#REF!												12																								0.4113512374		0.7815673511		0.7034106159		0.6334809056		0.570132815		0.5125436418		0.4853944601		0.4853944601		0.4862171626		0.4853944601		0.4862171626		0.4853944601		0.4862171626		0.4853944601		0.4862171626		0.2426972301												8.2270247479

		Other Costs																																1120.00		441.00		463.05		486.20		510.51		536.04				3556.80										Total		13																										0.4319187993		0.8206457186		0.7385811467		0.6651549509		0.5986394558		0.5381708239		0.5096641831		0.5096641831		0.5105280207		0.5096641831		0.5105280207		0.5096641831		0.5105280207		0.5096641831		0.5105280207		0.2548320916										8.6383759853

																																																												14																												0.4535147392		0.8616780045		0.7755102041		0.6984126984		0.6285714286		0.5650793651		0.5351473923		0.5351473923		0.5360544218		0.5351473923		0.5360544218		0.5351473923		0.5360544218		0.5351473923		0.5360544218		0.2675736961								9.0702947846

		Taxable Income																																232.67		86.80		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!				ERROR:#REF!												15																														0.4761904762		0.9047619048		0.8142857143		0.7333333333		0.66		0.5933333333		0.5619047619		0.5619047619		0.5628571429		0.5619047619		0.5628571429		0.5619047619		0.5628571429		0.5619047619		0.5628571429		0.280952381						9.5238095238

		OR Tax																																17.62		6.54		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!				ERROR:#REF!												16																																0.5		0.95		0.855		0.77		0.693		0.623		0.59		0.59		0.591		0.59		0.591		0.59		0.591		0.59		0.591		0.295				10

		OR Tax Compared to MACRS																																100%		100%		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!																																																		0.525		0.9975		0.89775		0.8085		0.72765		0.65415		0.6195		0.6195		0.62055		0.6195		0.62055		0.6195		0.62055		0.6195		0.62055		0.30975		10.5

																																																																																																0.55125		1.047375		0.9426375		0.848925																								3.3901875

																																																																																																		0.5788125		1.09974375		0.989769375																								2.668325625

		Calculation of Year 1 Depreciation for Six businesses																																																																																																		0.607753125		1.1547309375

																																		Firm6		Firm5		Firm4		Firm3		Firm2		Firm1

		MACRS Amount																																0.33		0.31		0.30		0.14		ERROR:#REF!		ERROR:#REF!

		Purchase																																This Year		Last Year		2yrs ago		3yrs ago		4yrs ago		5yrs ago																		0.240508549		0.7095002197		1.1562448495		1.5844402575		1.9970071194		2.3965311275		2.8001577717		3.2239657482		3.6694451406		4.1367174855		4.6278344647		5.1430262758		5.6844586946		6.2524817172		6.849386908		7.3337562974		7.7004441122		8.0854663178		8.4897396337		8.9142266154		8.7217971649



		Note that 5% growth is constant, so each year prior is about 95.2% of the succeeding year (i.e. 1/1.05)

																																																												Depreciation

																																																																																		-5		-4		-3		-2		-1		Year 1		Year 2		Year 3		Year 4		Year 5		Year 6																								Total

																																																																																		-1		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!																								ERROR:#REF!

																																																																																				ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!																								ERROR:#REF!

																																																										Total																										0.240508549		0.4569662432		0.4112696189		0.3703831655		0.1419000439		0		0		0		0		0																								1.6210276206

																																																																																				0		0.2525339765		0.4798145553		0.4318330998		0.2984951602		0.1489950461		0		0		0		0																								1.611671838

																																																																																				0		0		0.2651606753		0.5038052831		0.3128895969		0.3134199182		0.1564447984		0		0		0																								1.551720272

																																																																																				0		0		0		0.2784187091		0.3290909141		0.3285340767		0.3290909141		0.1642670384		0		0																								1.4294016525

																																																																																				0		0		0		0		0.9047619048		0.8142857143		0.7333333333		0.66		0.5933333333		0.5619047619																								4.2676190476

																																																																																				0		0		0		0		0.5		0.95		10		0		0		0																								11.45

																																																																																				0		0		0		0		0		0.525		0.9975		10		0		0																								11.5225

																																																																																				0		0		0		0		0		0		0.55125		1.047375		10		0																								11.598625

																																																																																				0		0		0		0		0		0		0		0.5788125		1.09974375		10																								11.67855625

																																																												-1		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!																								ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!		ERROR:#REF!



INCOMPLETE, 




New Provision: Expensing of Qualified Production Property

Nonresidential Real Property used for qualified
production with construction beginning 1/20/2025
through 2028, and placed in service before 2031

Includes manufacture, production, or refining agricultural
or chemical products

Does not include parts of property not used for
manufacturing (e.g. offices, parking, research space)
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Section 179 Expensing

Cost of certain property taken as expense (100% depreciation) in the
year it is placed in service.

Annual Limit: For 2024 businesses can expense up to $1.22 million

Phase-out targets smaller businesses: Section 179 expensing phases
out (dollar for dollar) if total purchases exceed $3.05 million (2024)

Cannot create a net loss
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Section 179 History (Oregon)

2001-02

2003
2004
2005
2006
2007
2008
2009
2010

» QOregon disconnected from changes in Section 179 for 2009 and 2010 (2009 HB 2078 & 2011 SB 301). Federal Section

179 maximum expensing was $250,000 for 2009 and 2010 with phaseout starting at $800,000.

Max
Expensing
$24,000
$100,000
$102,000
$105,000
$108,000
$125,000
$250,000
$133,000
$134,000

Phase-Out

Begins
$200,000
$400,000
$410,000
$420,000
$430,000
$500,000
$800,000
$530,000
$530,000

*Disconnected

*Disconnected

2011 to 2017
2018

2019

2020

2021

2022

2023

2024
HR1 -- 2025

Max
Expensing
$500,000
$1 million

$1.02 million
$1.04 million
$1.05 million
$1.08 million
$1.16 million
$1.22 million
$2.5 million

Phase-Out
Begins
$2.0 million
$2.5 million
$2.55 million
$2.59 million
$2.62 million
$2.7 million
$2.89 million
$3.05 million
$4.0 million

Increased for Inflation 2026+

«  Without HR 1, Section 179 would have allowed maximum expensing of $1.25 million with phaseout starting at $3.13

million for 2025

Source: Congressional Research Service, Dept. of Revenue, IRS Rev Procs 2008-66, 2009-50,2024-40, and HR 1
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Sheet1

				5-Yr Property (Half-Year Convention)

				$10,000 Depreciable Value



						Year 1		Year 2		Year 3		Year 4		Year 5		Year 6				Total

				MACRS		$2,000		$3,200		$1,920		$1,152		$1,152		$576				$10,000





				MACRS 		$1,200		$1,920		$1,152		$691		$691		$346				$10,000

				+ 40% Bonus Depreciation		$4,000



				Change in Depreciation		$3,200		($1,280)		($768)		($461)		($461)		($230)				$0





				100% Expensing		$10,000		$0		$0		$0		$0		$0



				Change in Depreciation		$8,000		($3,200)		($1,920)		($1,152)		($1,152)		($576)				$0





Sheet2

				Max Expensing		Phase-Out Begins						Max Expensing		Phase-Out Begins

		2001-02		$24,000		$200,000				2011 to 2017		$500,000		$2.0 million

		2003		$100,000		$400,000				2018		$1 million		$2.5 million

		2004		$102,000		$410,000				2019		$1.02 million		$2.55 million

		2005		$105,000		$420,000				2020		$1.04 million		$2.59 million

		2006		$108,000		$430,000				2021		$1.05 million		$2.62 million

		2007		$125,000		$500,000				2022		$1.08 million		$2.7 million

		2008		$250,000		$800,000				2023		$1.16 million		$2.89 million

		2009		$133,000		$530,000		*Disconnected		2024		$1.22 million		$3.05 million

		2010		$134,000		$530,000		*Disconnected		HR1 -- 2025		$2.5 million		$4.0 million

												Increased for Inflation 2026+

		2009 and 2010

		Based on PL 110-28

		US Troop Readiness, Vets' Care, Katrina Recovery, and Iraq Accountability Appropriations Act of 2007

		SEC. 8212. EXTENSION AND INCREASE OF EXPENSING FOR SMALL

		BUSINESS.

		(a) EXTENSION.—Subsections (b)(1), (b)(2), (b)(5), (c)(2), and

		(d)(1)(A)(ii) of section 179 (relating to election to expense certain

		depreciable business assets) are each amended by striking ‘‘2010’’

		and inserting ‘‘2011’’.

		(b) INCREASE IN LIMITATIONS.—Subsection (b) of section 179

		is amended—

		(1) by striking ‘‘$100,000 in the case of taxable years beginning

		after 2002’’ in paragraph (1) and inserting ‘‘$125,000 in

		the case of taxable years beginning after 2006’’, and

		(2) by striking ‘‘$400,000 in the case of taxable years beginning

		after 2002’’ in paragraph (2) and inserting ‘‘$500,000 in

		the case of taxable years beginning after 2006’’.

		(c) INFLATION ADJUSTMENT.—Subparagraph (A) of section

		179(b)(5) is amended—

		(1) by striking ‘‘2003’’ and inserting ‘‘2007’’,

		(2) by striking ‘‘$100,000 and $400,000’’ and inserting

		‘‘$125,000 and $500,000’’, and

		(3) by striking ‘‘2002’’ in clause (ii) and inserting ‘‘2006’’.






Research and Experimental Expensing

Since 1954, the Internal Revenue Code allowed immediate expensing in year that research expenses were
incurred

« Taxpayers had the option to take the deduction over a period of at least five years (amortization)

TCJA mandated amortization starting in 2022 (portion of the expense taken over several years)
« 5 years for domestic research
* 15 years for foreign research

HR1 allows expensing for domestic research (no change for foreign)
« Allows retroactive expensing for 2022 to 2024
« Claimed on 2025 tax return or split on 2025 and 2026

« Small businesses (less than $31 million average gross receipts for prior three years ) can amend returns
for 2022 to 2024 to expense.
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TCJA moved the US Corporate Tax System away from taxing
US businesses on income earned worldwide toward taxing
income earned within US

 From Worldwide to Territorial system
Accounting for income is earned in each country can lead to
“Income Shifting”
* Recognize receipts in low tax country
* Recognize costs in high tax country

Federal TCJA policies intended to limit income shifting

 BEAT — Base Erosion and Anti-Abuse Tax (no OR
connection)
* Minimum tax for very large companies to eliminate
interest paid by US companies on loans by foreign
subsidiaries

* GILTI - Global “Intangible” Low Taxed Income

« Foreign income deemed intangible and subject to
Iow tax |:[ated added to US income and taxed at
ower rate

* FDIl — Foreign-Derived “Intangible” Income

. E);port Income deemed intangible taxed at lower
rate

Background:
TCJA Changed
Corporate Tax

on International
Income
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GILTI =» NCTI

GILTI (2018-2025) imposes additional tax on earning of foreign subsidiaries
 Deems return on investment® over 10% to be from intangible earnings.

* Oregon includes federal taxed GILTI income and allows 80% dividend
received deduction

HR1 Changes to Net CFC Tested Income -- NCTI (2026 and later)

« Changes treatment and allocation of certain costs, and eliminates the 10%
instead applying to all “tested income”

» Afederal (but not Oregon) deduction of 50% of GILTI income was available for
2018 to 2025, and scheduled to decrease to 37.5% in 2026. HR1 changed the
deduction to 40% going forward

« Oregon treats the income as a foreign dividend from an affiliate and allows 80%
deduction.
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FDII = FDDEI

FDII (2018-2025) reduces tax on foreign-source income
« Deems return on investment over 10% to be from intangible earnings.
« QOregon connects to federal deduction which allowed of 37.5% of FDIl income

HR1 Changes to Foreign-Derived Deduction Eligible Income — FDDEI (2026 and
later)

« Changes treatment and allocation of certain costs, and eliminates application to
deemed intangible income instead applying to all “tested income”

» Deduction was scheduled to decrease to 21.875% beginning in 2026, but HR1
changed the deduction to 33.34%
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» Legislative Revenue Office
7 900-Court SE-NERoom-160

255 Capitol St. Ne, 5% Floor
Contact o
Public Service Building

Information > Salem, OR 97301
> 503-986-1266

» https://www.oregonlegislature.gov/Iro
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