





Tax Rate
Limitations on property taxes were put in place twice during the past decade:

o Ballot Measure 5: Taxes from fiscal year 1991-92 to 1995-96 were increasingly
limited until $5 per $1,000 Real Market Value for school taxes and $10 per
$1,000 Real Market Value for general government taxes was reached.

¢ Ballot Measure 50: This is a property tax limitation measure which was approved
by Oregon's voters in May 1997. The provisions in this measure: rolled 1997
assessed values back to 90% of the 1995 value; established permanent rate
limits for each tax district; allowed voters to approve local option levies outside
these rates; established a method for taxing new property at a ratio of market
value to the Maximum Assessed Value (giving similar tax savings to the new
property); and limited the growth of Maximum Assessed Value for existing
property to a maximum of 3% each year.

Industrial Property Tax Rate is 15.82 mills, or $15.82 per $1,000 of assessed value.
Rates across counties in the Oregon Portion of the MSA range from $9.27 to $26.81 per
$1,000 assessed valuation.

Existing Infrastructure

The site area is served by existing roads, sewer, and water lines, as well as private
utilities of natural gas, electric and telephone. Most properties are served by rail and a
large number have water access.

Zoning

In 1980, the City of Portland designated most of the land in its industrial districts,
including the harbor districts, as industrial sanctuaries. Industrial sanctuaries are
intended to grow industry in the city by limiting incompatible uses. Industrial sanctuary
zoning does not allow housing and limits standalone retail, service and office uses to
3,000 square feet per site or up to 25,000 square feet with a conditional use permit for
uses primarily serving industrial area customers.

In 1987, the River Industrial (i-overlay) zone was also established along the harbor’s
industrial riverfront, which further limits allowable uses to river-dependent and river-
related industry. Portland’s harbor and adjacent airport industrial districts are the hub of
the state's primary freight infrastructure. Taking advantage of that infrastructure, most of
the land in the harbor districts has historically developed by industrial facilities that need
to be there for harbor and rail access. The i-overlay reinforces this freight-oriented
development pattern, to optimize use of the limited land area along the state’s largest
harbor, comparable to the “smart growth” concept of transit-oriented development
encouraged in other parts of the city. Currently, 60% of the 1,800 i-overlay acres are in
river-dependent use (46 sites) with 15% non-river-dependent and 25% vacant (mostly
brownfields).
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Urban Growth Boundary

The urban growth boundary (UGB) is a legal boundary separating urban land from rural
land. The latest changes to the region's UGB addressing industrial land occurred in
2002-2005, when Metro added about 4,000 acres to the boundary to meet projected 20-
year demand for additional industrial land.

Under Oregon law, each city or metropolitan area in the state has a UGB. The boundary
controls urban expansion onto farm and forest lands. Land inside the UGB supports
urban services such as roads, water and sewer systems, parks, schools and fire and
police protection that create thriving places to live, work and play. The UGB is one of
the tools used to protect farms and forests from urban sprawl and to promote the
efficient use of land, public facilities and services inside the boundary. Other benefits of
the boundary include:

o Motivation to develop and re-develop land and buildings in the urban core. This
helps keep core "downtowns" in business.

e Assurance for businesses and local governments about where to place
infrastructure (such as roads and sewers), needed for future development.

o Efficiency for businesses and local governments in terms of how that
infrastructure is built. Instead of building roads further and further out as happens
in urban "sprawl," money can be spent to make existing roads, transit service
and other services more efficient.




An Oregon history of planning for the future

Statewide planning and zoning were created as part of the statewide land-use planning
program in Oregon in the early 1970s. Governor Tom McCall and his allies convinced
the Oregon legislature in 1973 to adopt the nation's first set of statewide land-use
planning laws. McCall, with the help of a unique coalition of farmers and
environmentalists, persuaded the legislature that the state's natural beauty and easy
access to nature would be lost in a rising tide of urban sprawl. The new goals and
guidelines required every city and county in Oregon to have a long-range plan
addressing future growth that meets both local and statewide goals. In short, state land-
use goals require:

e setting urban growth boundaries;
e using urban land wisely, and
e protecting natural resources

Municipal Programs

The Portland Development Commission offers various tools to both developers and
businesses. These tools cover assistance programs to developers on a case-by-case
basis as well as technical and direct financial assistance to businesses that meet
program requirements.

Business Finance

The Portland Development Commission (PDC) business financial assistance program
has two major objectives, job creation/retention and wealth creation. The program
achieves these objectives through gap financing, meeting the financial need where
'gaps' exist. Portland companies able to obtain some financing from private sources or
lenders, but not enough to achieve their objectives, are potential candidates for PDC
business finance tools.Each program has unique service areas, terms and job creation
requirements. The PDC program includes both loans and incentive grants.

Tax Increment Financing

Urban renewal is funded through future tax revenues above a fixed-base pay for
revitalization efforts in urban renewal areas. When a municipality adopts an urban
renewal plan, the assessed value of real property within the urban renewal area is fixed
at current levels. The municipality then issues long-term bonds to pay for urban renewal
improvements within the urban renewal area. As property values increase due to normal
appreciation or as the result of new investment in the area, the corresponding increase
in property tax revenues above the fixed-base (called tax increment financing, or TIF) is
used to pay the urban renewal bonds. Formation of an urban renewal area does not
result in a “new” tax. In addition, it is important to note that taxes below the fixed-base in
urban renewal areas continue to go to other taxing jurisdictions such as the county, the
city and schools. For another perspective: if you live in an urban renewal area,
increases in your property value generate taxes that go toward improvements taking
place in your neighborhood. When the urban renewal area “expires” and the bonds are
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paid off, the additional property tax revenues return to the general fund of the city,
county and other local jurisdictions.

Ezone

The N/NE Portland Enterprise and Electronic Commerce Zone is a public/private
partnership program managed by the PDC, providing a 5-year property tax abatement
on new investment; and, for eligible E-Commerce businesses, a 25% state
income/excise tax credit in exchange for meeting job creation and other requirements
aimed at business creation within N/NE Portland. Companies may benefit if they lease,
as long as they are responsible for property tax payments. The following is a summary
list of Ezone requirements:

e Locate in the Zone and file application
e Sign First Source Agreement with WSI
Ensure full-time job creation and retention of existing employees
o New: retain 15% of peak employment during abatement period or not
below 50% for more than 1 yr;
o Existing: increase employment by at least 10%
e Retain at least 50% of new hires after probation
o Ensure City’s direct costs of service are covered
e Create and execute a Business Procurement plan to increase purchases from
businesses within the zone
e Utilization of programs to assist N/NE Portland MAWW/ESB's

State of Oregon Programs

The State of Oregon offers a number of financial assistance tools and programs to
support not only industrial brownfields redevelopment but also company relocation and
expansion activities.

Industrial Brownfields Redevelopment Initiative and Funding

In 2004, recognizing that redevelopment and reuse of former or existing industrial sites
is an important component of the State’s industrial land supply equation, Governor
Kulongoski’s Economic Revitalization Team (GERT) approved an Industrial Brownfields
Redevelopment Strategy. The strategy is a joint venture between DEQ, Oregon
Economic and Community Development Department (OECDD), and the Department of
Land Conservation and Development (DLCD). It implemented through collaborative
partnerships at the local and state level. These agencies, the Economic Revitalization
Team (ERT) coordinators and regional teams work with local jurisdictions, industrial
property owners and other interested partners to identify industrial brownfield sites with
market reuse potential for industrial employment.
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The following funding programs are managed by the OECDD and are available to
industrial brownfields property owners, prospective purchasers, or businesses located
on brownfields properties:

Brownfields Redevelopment Fund a direct loan and/or grant program that is
available for industrial sites where action is necessary to

o Determine if a release has occurred,

o Determine if a release poses a significant threat to human health or the

environment; or

o Remove contamination from the site.

Sites with petroleum releases are eligible. Demolition and site clearance

activities are eligible as long as they are in conjunction with a removal or

remedial action at the site.
Special Public Works Fund can be used for technical assistance loans and
grants for site assessment on public and privately owned industrial properties as
well as loans for cleanup activities on publicly owned industrial sites that are
seeking certification through the State’s Industrial Lands Certification Program.
Capital Access Program offers loan portfolio insurance for environmental actions
and brownfields redevelopment projects to eligible small business applicants.
Credit Enhancement Fund can, in the event of bank financing, offer loan
guarantees of up to $500,000 with enrolled banks. This program can be used for
plant, equipment, and working capital if secured with fixed assets. Rates and
terms are set by the bank; OECDD charges a loan insurance fee of 1.25% to 3%,
depending on the term of the loan.
Oregon Coalition Brownfields Cleanup Fund Program, capitalized through an
EPA Revolving Loan Fund Grant for $1.8 million (2000), is available to provide
grants and low interest loans to eligible public and private property owners for
cleanup on non time-critical removals per CERCLA Section 104(k). OECDD
serves as lead agency and fund manager on behalf of a coalition of partners
which includes the City of Portland. DEQ, through intergovernmental agreement,
serves as the Site Manager for the program.

Property Taxes

All real and personal property in Oregon is subject to local property taxes. The
maximum tax rate (apart from bond or special levies) is 1.5 percent of real market value
and most new industrial property will be assessed for taxation at or near that rate,
although the effective tax rate may be substantially lower or higher at some locations.
The assessed value of existing property may not increase by more than 3 percent per
year thereafter. However, Oregon Statute (ORS308.205) defines how the real market
value of a property for taxation purposes is determined. Oregon Administrative Rule
(OAR)150-308.205-(E), in particular OAR 150-308.205(E)(3), further details the
appraisal methods that can be utilized to assess the impact of contamination on the real
market value of a property and adjust the assessed value accordingly for property
taxation purposes.
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Construction-in-Process (C-i-P)

For up to two years, all structures and heavy equipment are exempt from taxation. This
exemption is available for each year in which, on January 1, the facility has been neither
placed in service nor used or occupied for intended, commercial operations.

Strategic Investment Program

The Strategic Investment Program (SIP) was authorized by the 1993 Oregon legislature
to increase Oregon's ability to attract and retain capital-intensive industry and jobs,
particularly in high-technology industry. Under the SIP, traded-sector companies making
large investments in new real and personal property are subject to fewer taxes, with the
aim of fostering economic growth and improving employment opportunities in the state.
Projects approved for the SIP must pay full property taxes on the first $25 million or
$100 million invested — a threshold that increases 3 percent each year; all value above
this threshold is exempt from taxation. An annual Community Service Fee equal to 25
percent of abated taxes, up to $500,000 or $2 million, must also be paid. Additional fees
can be negotiated as part of the local approval process with the county and city
government.

Corporate Taxes and Credits

Corporate Excise/llncome Taxes

A corporation doing business or deriving income in Oregon is subject to a 6.6 levy on
the taxable income from its consolidated federal tax return, as apportioned to this state
by a factor based entirely (100%) on sales in Oregon (plus sales originating in Oregon
and going to otherwise nontaxable locations) divided by total U.S. receipts.
Consequently, new capital investments or payroll in Oregon will themselves entail no
additional tax exposure.

A $10 minimum must be paid each year, regardless of income or tax credits. (Although
our neighboring state to the north has no corporate income tax, the State of Washington
does levy a tax against a company's annual gross revenue, regardless of profitability)

Business Energy Tax Credit

Business Energy Tax Credit is an Oregon excise tax credit program equal to 35 percent
of the eligible project costs for equipment that is at least 10 percent more efficient than
currently required by the Oregon Uniform Building Code, or for the utilization of an
alternative energy source. Other eligible costs include "sustainable buildings," company
vanpool vehicles, transit-use support and telecommuting equipment. The tax credit is
taken over a 5-year period and unused credits can be carried forward an additional
eight years. This credit may be transferred or sold with a minimum pass-through rate
equal to 25.5 percent of eligible project costs.

Dependent Care Tax Credits

Oregon provides corporate tax credits for dependent care assistance, dependent care
facilities, and the costs of dependent care information and referral services for
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employees, through 2016. The credit equals 50 percent of direct assistance costs, up to
$2,500 per employee. A credit is also generated based on 50 percent of the cost for
information and referral services. This credit is taken against corporate income taxes.

Research Tax Credit

The Research Tax Credit applies to research activity or investments during the tax year.
It equals 5 percent of the increase in research expenses over a base amount for the
taxable year. Alternatively, the credit is 5 percent of qualified research expenses that
exceed 10 percent of Oregon sales for the year (capped at $10,000 for each percentage
point in excess). The annual maximum credit allowed per taxpayer is $2 million. This
credit is based on the federal R&D credit and available only to corporate taxpayers.

Pollution Control Tax Credits

Oregon provides corporate tax credits to companies employing pollution control
technologies or facilities that exceed regulatory requirements or that satisfy other
criteria. The credit is 35 percent of the certified cost of the qualifying investment in the
facility and equipment, after allocating proportional costs for pollution control. The
annual credit that may be claimed is spread out over the useful life of the facility, up to
10 years. There is no limit on the amount of certifiable investment costs. Under current
law, a project must be completed and application for certification made by December
31, 2007, to qualify for this credit.

Debt Financing

Small Scale Energy Loan Program, Oregon Department of Energy

These funds are in the form of a low interest loan applicable to energy efficiency
improvements to the facility. Loans are not generally offered to start-up companies, and
financial documents would be reviewed by ODOE.

Oregon Business Development Loan Fund, OECDD

These funds are in the form of a low interest loan (currently at 4.9% [US Treasury rate
plus 1%]). A maximum of $500,000 or 40 percent of the project cost is available,
typically as gap or an element of composite financing for the project. Loans must be
approved by the OECDD Finance Committee. These funds can be used in conjunction
with Industrial Development Revenue Bonds.

Industrial Development Revenue Bonds, OECDD
IDRBs provide low-cost access to capital for plant and equipment through tax-exempt
bonds. The debt limitation is $10 million plus capital expenditure limitations for three

years out. Interest rates are set by the market and are currently approximately 4.5% to
5.5%.
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Other Incentives

Energy Trust of Oregon

Energy Trust of Oregon, Inc., is a nonprofit organization dedicated to changing how
Oregonians use energy by promoting energy efficiency and clean renewable energy for
Oregon customers of Pacific Power, Portland General Electric and NW Natural. Energy
Trust offers Oregonians cash incentives for energy-efficient improvements by new and
existing businesses. The Production Efficiency Program applies to manufacturing
equipment and sub-systems, with cash grants up to $500,000 per project available,
depending on the equipment installed and energy savings generated.

Workforce Training Funds

The Employer Workforce Training Fund (EWTF) provides a resource for training
Oregon’s private sector workforce. The emphasis of the funds is to upgrade skills of the
workforce in order to increase productivity, keep Oregon businesses viable and
competitive, and to offer new skills and opportunities to Oregon’s workers. Particular
emphasis is placed on investments that assist labor, businesses and industries with
cost effective training projects that retain and expand jobs in traded-sector clusters that
are economically important to the state’s regional economies and the state as a whole.

After a company has been in operation for at least 120 days, it can be eligible for
workforce training assistance. Applications must be made for such grants and issuance
of the grants cannot be guaranteed by the State.

Governor’s Strategic Training Fund

Grant funds are available on a competitive basis, with application to the Governor's
Workforce Policy Advisor. The project first must have support from the regional
Workforce Response Team. Projects must meet statewide and local/regional goals. The
fund could supplement funds available regionally for qualified statewide strategic
projects.
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