CORVALLIS CITY COUNCIL
AND
5 BENTON COUNTY
BOARD OF COMMISSIONERS

CORVALLIS JOINT WORK SESSION AGENDA

ENHANCING COMMUNITY LIVABILITY

February 11, 2008
5:30 pm

Downtown Fire Station
400 NW Harrison Boulevard

I. CALLTO ORDER

II. NEW BUSINESS

A. Enterprise Zone

1. Enterprise Zone Description — Art Fish
2. Questions/Answers

3. Timeline

4, Next Steps

III. ADJOURNMENT

For the hearing impaired, a sign language interpreter can be provided with 48 hours’ notice prior to the
meeting. Please call 766-6901 or TTD/TDD telephone 766-6477 to arrange for such service.

A LARGE PRINT AGENDA CAN BE AVAILABLE BY CALLING 766-6901

A Community That Honors Diversity

City Council/County Board of Commissioners Agenda — February 11, 2008 Page TBD




MEMORANDUM

To: Benton County Commission
Corvallis City Council

From: Charles C. Tomlinson, Mayor
Date: February 6, 2008
Subject: Benton/Corvallis Enterprise Zone

This work session investigates the desire of the two governmental units to create an Enterprise
Zone at the Airport Industrial Park. Art Fish, Enterprise Zone Manager for the Oregon Economic
and Community Development Department, will be a resource for our meeting. The meeting
packet contains:

. Draft Enterprise Zone application

. Comprehensive Plan Map for the subject site
. Aerial map of the site

. Model public meeting notice

. Model Resolution

. Timeline

. OECDD Enterprise Zone Overview

Background

During Prosperity That Fits meetings, the Sustainable Industry Traded Sector Cluster work
group took on the task of investigating the benefit of an Enterprise Zone to attract or retain
companies in the sustainable traded sector cluster. In November, the work group made a
recommendation to pursue an Enterprise Zone that supported to growth of sustainable oriented
businesses. This ‘green enterprise zone” would be consistent with the Oregon Business Plan
strategy to develop Oregon leadership in the sustainable traded sector cluster. Subsequent to this
recommendation, public meetings were held with various organizations in the community in
December and at a Ward 3 meeting in January.

Work Session Purpose
The purpose of this work session is to better understand enterprise zones, noting their benefits
and objections. This evening, we will have an initial presentation about Enterprise Zones by Art



Fish followed by a question and answer session and discussion of next steps.

Timeline

Given the timeline, meeting notices for a public meeting of the Benton County Commission on
March 4, 2008 for taxing jurisdictions would need to go out on February 12, 2008. The
Commission could then adopt a resolution supporting the zone sometime after March 11.
Meeting notices for the City Council could mail on February 20 with the Council public meeting
on March 10, 2008. The resolution adoption meeting would occur on March 17, 2008. The
application is due at OECDD on April 4, 2008.

Local Conditions

Should the Commission and Council proceed with an Enterprise Zone, the resolutions would
contain any local conditions specific to the zone. The PTF work group suggested wording for the
local conditions, most specifically providing for a zone that is oriented to the sustainable traded
sector cluster.

Enterprise Zone Site Location

Note that the Enterprise Zone has been made coincident with the Airport Industrial Park and
includes the *shovel-ready’ land. The zone could be larger, or smaller, that the area the map
indicates, given certain OECDD constraints relating to zone size.

Economic Test

Census Tract 1, located in south Corvallis, provides the economic data to substantiate our
request. The Corvallis Benton Chamber Coalition has developed this information from analysis
of the 2000 census data.
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O REG O NJ|APPLICATION FOR ENTERPRISE
ECONOMIC & COMMUNITY ZONE DESIGNATION

DEVELOPMENT DEPARTMENT (ORS 285C.050 TO 285C.250)

SUBMIT TO — Marketing & Finance Division, Economic & Community Development Department
State Lands Building Suite 200, 775 Summer Street NE, Salem OR 97301-1280
503-986-0123, Fax: 503-581-5115, 800—735—-2900 (TTY),

http://econ.oregon.gov/ECDD/thezones/index.shtml http://www.oregon4biz.com/enterthezones
— PLEASE PROVIDE ALL MATERIALS IN A FORM THAT IS EASILY PHOTOCOPIED OR REPRODUCED —

PROPOSED ZONE BEING SOUGHT

|E M-1. For designation of new Enterprise Zone—proposed name: Benton/Corvallis Enterprise Zone

|:| M-2. For re-designation of Enterprise Zone—proposed name: —
If existing zone will terminate with conclusion of current round of designation, or if it terminated in past three years

e Complete all sections (yellow or green) marked with “*’ or *t’ for submission postmarked by initial deadline ...

¢ Department must receive sections (pink) marked with ‘+’ about 30 days after initial deadline (department will
announce this subsequent due date, if necessary) for competitive review of proposed zones

... Including any supporting, associated information, documents, &c., as placed in lettered appendix/tab.

APPLICANT CONTACT INFORMATION*

NAME Jon Nelson TITLE  Corvallis City Manager

ORGANIZATION City of Corvallis

MAILING ADDRESS PO Box 1083

ciTy Corvallis STATE  OR ’ zIP 97339 | FAX (541) 766-6780
TELEPHONE (541) 766-6901 EMAIL  jon.nelson@ci.corvallis.or.us
CITY/PORT/COUNTY SPONSORSHIP AND RESOLUTIONS*
o City Of Corvallis L] _ -
] M T-If city or county jurisdiction elects that

¢ Benton County hotel, motel or resort business firms
o L] would be eligible in the newly
o ] (re) designated enterprise zone.
o L]
o O Election for hotel/resort option—or for any

contrary restriction within the jurisdiction, if
o L] other city/county cosponsor(s) take this

option—must be adopted or revised/finalized
o L] : TR

by city/county resolution within six months of
© [ the enterprise zone’s designation.
o L]

COPIES OF ADOPTED RESOLUTION (S)—IN LETTERED APPENDIX/TAB: A
CITY/PORT/COUNTY CONSENTING AND NOT SPONSORING ZONE*

M Ll M-If adopted resolution consenting to enterprise
o L] zone inside jurisdiction is required and
o H included

CoPIES OF ADOPTED CONSENT RESOLUTION (S)—IN LETTERED APPENDIX/TAB: A

123-065-10 (07-07) CONTACT AGENCY FOR Microsoft ® Word 2000 FORM TO FILL OUT ELECTRONICALLY



ENTERPRISE ZONE DESIGNATION APPLICATION—OREGON ECONOMIC & COMMUNITY DEVELOPMENT

CONSULTATION WITH LOCAL TAXING DISTRICTS*

Before making application for enterprise zone designation, the applicant must consult with all other local districts that
levy property within the proposed zone area by giving 21-day notice for a special public meeting, which occurs
7 days before adopting any resolutior—see OAR 123-065-1050 to 123-065-1080:

M-That notice was sent to districts on date to right, inviting comments and participation at
& meeting with established time & place, preliminary agenda, and background and reasons Feb. 12. 08
for enterprise zone/application, contact information and plans for adoption of resolutions SATE.

|X| M-That copy of notice and district contact/mailing list was sent to “Government Affairs, S.D.A.O., PO Box
12613, Salem OR 97309” (in addition to being included in this application)

M- That pursuant to notice, public meeting was held on date to right with competent
& applicant representatives, agenda, map of proposed zone, record-taking, and opportunity Mar. 4. 08
for dialogue about benefits and impacts of development and enterprise zone exemptions DATE

Summary of other consultative efforts with local taxing districts, such as further meetings, surveys, or analyses of
potential zone activity, tax revenue effects and so forth (include copy of meeting minutes, other materials, efc.)—

Previous meetings include meetings with the Taxing Jurisdictions, chaired by Benton County. Future meetings include monthly meetings with the
Prosperity That Fits Committee, Corvallis Airport Commission Meetings, Taxing Jurisdiction Meetings and Airport Industrial Park meetings with
the Corvallis Bentoon Chamber Coalition.

Summary of any agreed follow-up, actions or arrangements if zone is designated (include agreement copy, etc.)—

To Be Determined

MINUTES, COMMENTS, LIST OF DISTRICT CONTACTS, COPY OF NOTICE & OTHER DOCUMENTATION—IN LETTERED APPENDIX/TAB: B

SIZE & DIMENSIONS OF PROPOSED ZONE*

Estimated area of the enterprise zone: 0.3  SQUARE MILES (MAXIMUM — 12.0)
Greatest distance between any two points: 1.0  LINEAL MILES (MAXIMUM — 12, 20 OR 25 DEPENDING ON LOCATION)
Longest distance between nearest points of any two noncontiguous areas: 0.0 LINEAL MILES (MAXIMUM IS 5 OR 15)

|:| M-If waiver by department Director is requested for 20/25-mile or 15-mile limitations; some rural zones only
(Request must be included in sponsor resolution(s) and rationale explained as part of submission)

MAP & LEGAL DESCRIPTION OF ZONE BOUNDARY AND OTHER INFORMATION — SEE OAR 123-065-1000—IN LETTERED APPENDIX/TAB: C

DECLARATION*

“I certify that to the best of my knowledge, all of the information contained in or
provided in association with this application is true, complete and accurate.”

CONTACT'S SIGNATURE DATE

X
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ENTERPRISE ZONE DESIGNATION APPLICATION—OREGON ECONOMIC & COMMUNITY DEVELOPMENT

SIGNIFICANT LAND FOR ENTERPRISE ZONE DEVELOPMENTTY

For sites that are ...
1) Encompassed by proposed zone boundary,
2) Industrially zoned, vacant/improvable or otherwise suitable for use by eligible business firms, and
3) At least approach a degree of “project-readiness” relative to site certification by the state—development could
commence in 180 days or less time (http://www.oregon4biz.com/sites.htm)—see OAR 123-065-1670:

243 Total Acres 1 Sites with 20 or more Acres 0 Sites with 10 or more Acres

Minimums: Urban / Rural zone — 60 / 30 total acres or two sites of 20 / 10 or more acres

Describe additional points about relevant acreage in the proposed zone—names of site(s), notable attributes of certain
locations, extent that proposed enterprise zone land outside of urban growth or unincorporated community boundaries
is only for industrial/commercial use, sufficiency of transportation capacity for development, and so forth:

Site Readiness

The Airport Industrial Park contains 49 acres of land that is on the Governor's Certified 'Shovel-Ready' List. All the land in the
proposed Enterprise Zone is within the Corvallis Urban Growth Boundary although the AIP, and proposed Enterprise Zone, is
outside of Corvallis city limits.

Infrastructure Services

The Airport Industrial Park has a City Council adopted Master Plan. City services, including water, wastewater, streets and
stormwater have been extended to the Park. A rail line runs through the Park although service on the line was recently suspended by
the Willamette-Pacific Railroad. Discussions to re-open the line are occurring. The Park is served by Oregon Route 99W. The
Corvallis Municipal Airport is adjacent to the Park to the south; the airport is a non-controlled tower facility. Scheduled passenge
service has been provided from the airport to Portland in the past. The Business Enterprise Center, the local business incubator, is
located at the AIP.

Land-Use

The Park is zoned General Industrial. The Airport Industrial Park carries covenents from the FAA that no land can be sold. The City
routinely leases land on long-term contract. Benton County and the City have joint agreements for land-use facilitation.

ZONING MAP (S), AERIALS ... WITH ZONE BOUNDARY SUPER-IMPOSED, AND OTHER INFORMATION—IN LETTERED APPENDIX OR TAB: Q
(This section to be considered with competitive criterion #7 under CAPACITY TO SUCCEED IN INDUCING NEW INVESTMENT & JOB CREATIONT)
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ENTERPRISE ZONE DESIGNATION APPLICATION—OREGON ECONOMIC & COMMUNITY DEVELOPMENT

MEASURES OF ECONOMIC NEED & HARDSHIPt

LETTERED
YEAR OF CoMPARISON DATA | ZONE-LEVEL DATA APPENDIX/
CRITERION (ANNUAL) —CHOOSE ONE— —CHOOSE ONE— TAB—WITH COMPARISON ZONE
Annual ... TYPE & SOURCE OF DATA DATA (SEE #6 BELOW) (SEE #6 BELOW) SOURCE, &C. FIGURE FIGURE FORMULA PoINTS
1. Income per X MSA % éﬁn?;;?eescmc (1-2Y)
capita or 2000 Censs Tract 1 2000 0 ” 0 y E $41,897 | $36,612 | 000 126
household ($) Statewide County ,000 =
1 MSA
2. Unemploy- O MSA O Zone-specific
ment Rate 200 [ City/cities (Z-Y) x 0
(%) - O Statewide O County - 100 =
O MSA
3. Percentage ] MSA % éﬁ;?c';?eescmc Z-¥) x
0 0
l:L):\I/c;\iv(IZ/O;/erty 2000 Cersus Tract 1 2000 X Statewide [ County E 11.61% 19.09% 40 = 299
? O MsA
e o e ore < |
Population (%6) —200_ [ Statewide OAR 123-065-1500 - 131/3=
5. Number of “Distressed Areas” as Determined by the Department that are either a NUMBER: 7 % 60 = 0
Jurisdiction Sponsoring the Zone or Entirely Contained by Proposed Zone Boundary - ’ -
Notes: ‘MSA’ = Metropolitan Statistical Area, as defined by the federal government for most recent decennial census.
(%0) — For electronic entry, use decimal format (‘0.05’ to get 5.00%)
TOTAL: 425

Mandatory that criterion #1, #2, #3, #4 or #5 above (at least one) equals or exceeds 200, unless sufficient

need and hardship is demonstrated under #7 below (which is otherwise optional)

6. Statistical Characteristics of the Proposed Zone—

IMPLICATIONS FOR ABOVE TABLE (#1-4)
—see OAR 123-065-1600 to 123-065-1620

Is it located eqﬂre/y 1{,//'1“/7/'/7 an MSA? |Z| M-If May then use MSA economic data instead qf statewide data as basis
(Metropolitan Statistical Area) “Yes” of comparison to the proposed enterprise zone
Do/;gf;:; Z’;i;ggf%i?gj’;ig?de ] %;;f May then aggregate and use citywide economic data for zone
sita Wagret oo oner [ AT M e e countys oo dta o o [l oo
hat peor oo orer [ (TN, M e S e o o [0 s v e o

Page 4
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ENTERPRISE ZONE DESIGNATION APPLICATION—OREGON ECONOMIC & COMMUNITY DEVELOPMENT

MEASURES OF ECONOMIC NEED & HARDSHIPt

appropriate /n addition to criteria addressed on the previous page—other matters with respect to economic need &
hardship, such as recent business closures, special designations, a combination of factors, efc.

None

ADDITIONAL INFORMATION, SUCH AS DATA, REPORTS, E£7C.—IN LETTERED APPENDIX OR TAB: _

CAPACITY TO SUCCEED IN INDUCING NEW INVESTMENT & JOB CREATION{#

1. Summary of Education, Training, Counseling and Job Placement Opportunities—planned/available programs, relation to
proposed zone, appeal to businesses, capability to enhance workforce quality, skill level & earnings capacity, and so forth

Corvallis/Benton County is the site of Oregon State University, the state's land, sun, sea and space grant university. OSU's research program is
leading to commericalization efforts; especially small entreprenurial businesses. Forty-nine local businesses have spun out of OSU. Hewlett Packard's
Ink Jet Division is located in Corvallis and has spun out thirty-four companies. Linn-Benton Community College has campuses in Albany and
Corvallis and provides a broad of work-force development support. The area's creative index is high with the presence of these educational and high-
technology organizations.

The area has consistently ranked high in workforce quality, especially acedemic, and with the growth of LBCC's efforts, we are providing highly
skilled labor for the local market. In Corvallis, average wages have been high and average unemployment has been low. South Corvallis though,
where the Enterprise Zone is proposed, has consistently lagged behind in wages and employment.

ADDITIONAL INFORMATION—IN LETTERED APPENDIX/TAB: _

2. Summary of Local Economic Development History and Activities—for example, past achievements
Preexisting enterprise zones should not respond here.

The Business Enterprise Center, our local business incubator, has a long history of growing companies and providing facilities and servies for start-
ups. The BEC recently moved to the Airport Industrial Park. The first Signature Research Center, ONAMI, is located on the campus of Hewlett-
Packard. The second and third SRCs, clean erergy and drug discovery, will have close affiliations with Oregon State University. The University is
working on their Top 25 Engineering school target and student enrollment has reached high levels in recent years. Corvallis will continue to be the
center of Oregon's creative economy, whether in high technology or green technology, although as mentioned above, south Corvallis has not
participated fully in this activity.

ADDITIONAL INFORMATION—IN LETTERED APPENDIX/TAB: _
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ENTERPRISE ZONE DESIGNATION APPLICATION—OREGON ECONOMIC & COMMUNITY DEVELOPMENT

CAPACITY TO SUCCEED IN INDUCING NEW INVESTMENT & JOB CREATION{

3. Summary of Recent and Programmed Enhancements to Public Infrastructure/Services—transportation, utilities,
public safety and so forth that would generally further business development in proposed zone

The City continues to make improvements to the Airport Industrial Park. In the past year, 49 acres of land qualified for 'shovel-ready' status. In
November, the voters of Benton County passed a health and safety levy to provide services to the County. The City contracts with the Corvallis-
Benton Chamber Coalition to provide AIP services, including marketing the site and lease maintenance. The City staffs an Airport Manager and
Transportation Manager.

ADDITIONAL INFORMATION—IN LETTERED APPENDIX/TAB: _

4. Summary of Local Incentives for Enterprise Zone Firms—address fiscal impact—see OAR 123-065-0240
Becomes obligatory/binding if zone is designated

None are comtemplated in addition to the three year tax abatement provision.

ADDITIONAL INFORMATION—IN LETTERED APPENDIX/TAB: _

5. Summary of Attributes and Plan for Marketing—for example, efforts to promote local business expansion, retention, startups
or recruitments, and steps to enhance the value and local knowledge about using the enterprise zone

The City will extend its contract with the Corvallis-Benton Chamber Coalition for Enterprise Zone management.

ADDITIONAL INFORMATION—IN LETTERED APPENDIX/TAB: _

6. Summary of Relevant Strategic Planning—objectives, analyses, actions, measurement, efc., to enhance/leverage resources,
collaboration, social issues, local entrepreneurship, quality of life, community efforts and so forth—see OAR 123-065-1650

Corvallis/Benton County recently finished a two-year community public process that lead to the acceptance by the County Commission and City
Council of the Prosperity That Fits Plan. This multi-year plan was set in motion in early 2007 and the community is on track with the forty-none
action items in the plan. These action items cover the range of facilitating business development, retention and recruitment efforts, further
University/community collaboration for local start-up companies, stronger business incubator services and creating a sustainable Corvallis economy.
This application invisions an Enterprise Zone that fosters the development of primiarily ‘green' companies, engaged in sustainable industries. The
Prosperity That Fits Plan is oriented to the Oregon Business Plan and see the sustainability traded sector cluster as its focus.

ADDITIONAL INFORMATION—IN LETTERED APPENDIX/TAB: _

7. Further Information on Sites—especially acres/parcels in proposed zone that are available and generally ready for
immediate/near-term business development in terms of regulations, infrastructure, efc.—see OAR 123-065-1670—as well as the
quality/quantity of local industrial land, overall usability of zoning ordinances, real estate, SDC and other costs, and so forth

Permit fees and SDC charges are generally equivalent with peer Oregon comparitors. The Enterprise Zone is directly adjacent to the largest
contiguous parcel of Generral Industrial land in the Willamette Valley - over five hundred acres of potential green field developable land. Special
SDCs are in place for stormwater mitigation in this industrial land.

ADDITIONAL INFORMATION, INCLUDING BUT NOT LIMITED TO MAPS AND AERIALS—IN LETTERED APPENDIX/TAB: Q
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ENTERPRISE ZONE DESIGNATION APPLICATION—OREGON ECONOMIC & COMMUNITY DEVELOPMENT

ADDITIONAL/MISCELLANEOUS COMPETITIVE CRITERIA}

1. Summary of Management Plan for the Enterprise Zone—for example, name and/or position of local zone manager, or plans to
appoint one and to see that s/he has adequate resources for assisting businesses and county assessor’s office

As noted earlier, the Corvallis Benton Chamber Coalition, through John Sechrest, provides marketing services for the AIP. John is likely to be the
Enterprise Zone manager. We met with the County Assessor once to brief the Assessor's Office about the Enterprise Zone and will continue to
develop a working relationship with the Assessor.

ADDITIONAL INFORMATION—IN LETTERED APPENDIX/TAB: _

2. Summary of Local Coordination—for example, a ‘zone association’, if more than two cosponsors, or proposed arrangements with
county assessor, port district, land-use/permitting agencies, local business groups or other relevant entities

ADDITIONAL INFORMATION—IN LETTERED APPENDIX/TAB: _

3. Summary of Public Awareness or Support for Enterprise Zone—public involvement records, comments from local
organizations, media coverage, and so forth

For the past six months, elected officials have met with local constituents regarding the zone. Meetings with the Prosperity That Fits Task Group held
meetings, the Prosperity That Fits Committee reviewed the recommendation of the Task Group in a public meeting, a meeting of local organizations
was held in December and a meeting with neighbors was held in January Local newspaper coverage has occurred with stories and meeting notices..

LETTERS, ARTICLES, RESOLUTIONS AND OTHER INFORMATION—IN LETTERED APPENDIX/TAB: _

4. Distance to Nearest Existing Enterprise Zone—Respond only if applying for rural zone

Name of nearest designated, non-terminating enterprise zone: Enterprise Zone

Shortest commuting distance over paved road from proposed zone to the one nhamed above: miles.

ADDITIONAL INFORMATION—IN LETTERED APPENDIX/TAB: _

IMMEDIATE INVESTMENT OPPORTUNITIESY

Discuss potential hires and the significance of enterprise zone designation for pending decisions by any prospective eligible
business firm or investor, including authorized business firms in a preexisting zone; third-party letters may be (confidentially)
sent directly to the department by the party, addressed to the director—see OAR 123-065-1580

Project Ark, continued OSU spinouts and expansion of BEC and AIP businesses..

LETTERS FROM ELIGIBLE BUSINESS FIRMS AND OTHER INFORMATION—IN LETTERED APPENDIX/TAB: _
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MODEL NOTICE TO LOCAL TAXING DISTRICTS FOR
PROPOSED ENTERPRISE ZONE DESIGNATION AND
PUBLIC MEETING INVITATION
(SEE — OAR 123-065-1050 & 123-065-1080)

[DATE]
[Contact person,

District/agency
Address, etc.]

Subject: Designation of the Enterprise Zone
Dear
This letter is to inform you that the City/cities of Port/ports of /and/

County [is/are] seeking [re] designation of the (to-be-named)

Enterprise Zone and would become the “zone sponsor.”

The application deadline is 200__. The Oregon Economic and Community
Development Department will review the application for designation, and it may be subject to
competitive consideration relative to other localities. More information is available below.

Notice and Invitation to Public Meeting

Your district is being notified of this application, because the enterprise zone as proposed would
include all or parts of one or more tax code areas, in which your district levies taxes on property.
In an enterprise zone, certain types of business firms that create new jobs may get
limited-duration exemptions on certain new property that they invest in the zone.

In particular, we are asking yours and other local taxing districts to send one or more
representatives to a special public meeting to discuss this application, address issues about the
enterprise zone, and achieve better understanding. At the meeting, there will be a map of the
proposed zone boundary and other information for presentation and review.

The meeting will be on ,20_ ,at

, from to p.m.

A preliminary agenda is enclosed.

Besides or in addition to sending participants to this meeting, your district is welcome to submit
written comments. For submitting comments or questions, contact:

phone:



Resolutions

At least two weeks after this meeting, the sponsoring governments would adopt the requisite
resolutions for seeking designation of the enterprise zone. The following are the anticipated
times and dates for the consideration of these resolutions:

City Council

County Board of County Commissioners,

An Enterprise Zone

Enterprise zones are discrete areas up to 12 square miles in size that are sponsored by one or
more local governments. Various types are found throughout the world. Oregon’s version has
been in existence since the mid—1980s. Each zone designation lasts up to 11 years. State law
permits up to 59 to exist now.

They are intended to offer tax and other incentives to induce additional investment and
employment by non-retail businesses in areas meeting certain measures of economic hardship.
They have proven to be Oregon’s key offering in the pursuit of business growth and expansion.
There effectiveness is due to a typically short-term but immediate benefit for the business
project’s cash flow.

{Other general program information, look on-line at http://www.oregon4biz.com/enterthezones }

The proposed subject zone would consist of about ___ square miles, with areas in
, especially the [underutilized] industrial sites of

Exemptions from Property Taxes

An Oregon enterprise zone exempts only new property that an eligible business firm might build
or install in the enterprise zone at some future time.

A qualifying investment entails the creation new full-time employment in the zone—greater of
one new job or a 10-percent increase.

An enterprise zone exemption is temporary, usually lasting only three years, after which time the
property induced by these incentives is available for assessment, possibly for decades.

An extension of the exemption period to four or five years in total (or even longer under very
special circumstances) is possible in some cases, subject to the agreement of the local
governments sponsoring the zone, higher compensation for new employees and possibly
additional local requirements.

These property tax exemptions are not available to just any business. Most commercial or
retail-type operations are ineligible. Rather, the primary beneficiaries of enterprise zone benefits



are manufacturing and other more industrially oriented facilities serving other businesses [, for
which new investments have been increasingly rare around here.]

{More information }
Policy and Economic Reasons for Seeking Enterprise Zone
The sponsoring government have decided to apply for enterprise zone designation ....

{More/good explanation }

[Closing]

Encl.: Preliminary Agenda

C: Special Districts Association of Oregon
Economic and Community Development Department



PRELIMINARY AGENDA

Public Meeting Re Application for Designation of Proposed
Enterprise Zone

[DATE]
[PLACE/ADDRESS]
[TIME]

Welcome & Introduction

Review of Draft Map and Application

Questions and Answers for Local Taxing Districts

Recognition of Written Comments

Statements by Taxing District Representatives

Discussion of Major Issues

Next Steps, Follow-up

Consideration of Resolutions

Adjourn



MODEL RESOLUTION BY GOVERNING BOARD OF CITY, PORT OR
COUNTY TO SPONSOR ENTERPRISE ZONE
(SEE — OAR 123-065-1540)

[RESOLUTION NO. & STANDARD HEADING WITH APPROPRIATE INDICATION OF PURPOSE]

[FINDINGS (“Whereas” clauses)]

The [City of 1[Port 1 County]
[(CITY/PORT/COUNTY)] is sponsoring an application for designation of an enterprise zone [with the City
of ,...and County . . .].

The CITY/PORT/COUNTY IS interested in an enterprise zone to encourage new business investment, job
creation, higher incomes for local residents, greater diversity of economic activity and . . .

The proposed enterprise zone has a total area of __._ square miles, and it meets other statutory
limitations on size and configuration; it is depicted on the drawn-to-scale map (Exhibit __) and described
in (Exhibit __). [If using city limit/UGB for zone boundary, say so here and in application]

The proposed enterprise zone contains significant land that is reserved for industrial use, as indicated by
land use zoning map(s) with the application, consistent with Comprehensive Plan(s) acknowledged by the
Land Conservation and Development Commission, such industrial sites are accessible, serviced or
serviceable, and otherwise ready for use and further development.

The designation of an enterprise zone does not grant or imply permission to develop land within the
Zone without complying with prevailing zoning, regulatory and permitting processes and restrictions for
applicable jurisdictions; nor does it indicate any intent to modify those processes or restrictions, except
as otherwise in accordance with Comprehensive Plans

The CITY/PORT/COUNTY appreciates the impacts that a designated enterprise zone would have and the
property tax exemptions that eligible business firms might receive therein, as governed by Oregon
Revised Statutes (ORS) Chapter 285C and other provisions of Oregon Law.

All of the other municipal corporations, school districts, special service districts and so forth, other than
the sponsoring governments, that receive operating revenue through the levying of ad valorem taxes on
real and personal property in any area of the proposed enterprise zone were sent notice and invited to a
public meeting regarding this proposal, in order for these sponsoring governments to effectively consult
with these other local taxing districts. Follow-up arrangements as agreed to with these consultations will
be completed with affected districts within six months of the proposed enterprise zone’s designation.

[Other findings (e.g., public involvement and support; local incentives; local conditions; a former or current
enterprise zone and circumstances of its original designation)]

[The availability of enterprise zone exemptions to business firms that operate hotels, motels or destination
resorts would help diversify local economic activity, provide useful employment for some segments of the
labor force, and facilitate the expansion of accommodations for visitors which in turn will spend time and
money in the area for business, recreation or other purposes.]

[ConcLUSIONS (“Now Therefore ... Be lt .. Resolved .. .”)]

The CITY/PORT/COUNTY proposes and applies for an Oregon enterprise zone to be named:

The Enterprise Zone, and requests that the
director of the state Economic and Community Development Department order the designation of this
enterprise zone.

[ (Namettitle) ] is authorized to submit the enterprise zone application for
the CITY/PORT/COUNTY [and to make any substantive or technical change to the application materials,
as necessary, after adoption of this resolution].




The CITY/PORT/COUNTY will give priority to the use in the proposed enterprise zone, if designated, of
any economic development or job training funds received from the federal government, consistent with
ORS 285C.065(3)(d).

The CITY/PORT/COUNTY commits, upon designation, to appoint [(if there is more than one sponsoring
government) to jointly appoint] a local enterprise zone manager within 90 days. {Appointment may be
accomplished in this resolution.}

The CITY/PORT/COUNTY will [jointly] comply with the requirements and provisions of ORS 285C.105
and otherwise fulfill its duties under ORS 285C.050 to 285C.250.

The CITY/PORT/COUNTY [jointly] commits, within six months of designation, to implement and to
confirm for the department its fulfillment of such duties, as specified in OAR 123-065-0210, including but
not limited to preparation of a list or map of local lands and buildings owned by the state or by municipal
corporations within the enterprise zone that are not being used or designated for a public purpose and
that have appropriate land use zoning, and to efforts for making such real property available for lease or
purchase by authorized business firms under ORS 285C.110.

RESOLUTION MAY INCLUDE THE FOLLOWING (“Be it so resolved . . .”):

The CITY/PORT/COUNTY [jointly] requests that the Director of the Oregon Economic and Community
Development Department waive the distance maximum of [25 miles overall and/or of 15 miles between
separate areas] within the proposed enterprise zone pursuant to this application for designation.
(Available only for rural zones entirely in sparsely populated county)

Local Incentives—

The CITY/PORT/COUNTY will provide the local incentives described in the application [or Exhibit __ ]
(under ORS 285C.065(4) to (6) in accordance with OAR 123-065-0240) to any authorized business firm
in the proposed enterprise zone for the length of the standard enterprise zone exemption, insofar as the
firm’s qualifying investments are also located inside of the CITY/PORT/COUNTY's jurisdiction; the
CITY/PORT/COUNTY has considered the impacts of these binding incentives.

(NOTE: In order to be credited/counted as part of the application, any local incentive that has
not yet been implemented, must be incorporated into this or another resolution. Such
implementation may be made effective upon and subject to designation, and local benefits
requiring ordinance amendments should be made effective only after designation. All such
local benefits must be implemented within six months of designation. All local benefits that
were implemented or undertaken within the year preceding the application deadline will be
credited/counted if so described in the application form.)

Special Statuses—

The CITY/COUNTY as a sponsor of the proposed Enterprise Zone exercises
its option herewith under ORS 285C.070 that qualified property of and operated by a qualified business
firm as a hotel, motel or destination resort may receive a property tax exemption in the Zone, and that
such business firms are eligible for purposes of authorization upon the effective designation of the Zone [;

this option does not apply within the following cosponsor(s): / hotels, motels or
destination resorts are not eligible business firms in the Zone within this CITY/COUNTY's jurisdiction,
notwithstanding such eligibility in the following cosponsor(s): ]. (May be

altered/done up to six months after designation)

[STANDARD CLOSING, ATTACHMENTS, LIST OF EXHIBITS, COPIES, APPROVALS]
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Disclaimer

In preparing this booklet, the Oregon Economic and Community
Development Department made every appropriate effort to
present accurate and straightforward information, in complete
accordance with current Oregon Revised Statutes (ORS) and
Oregon Administrative Rules (OAR). Users of this document are
advised that legal requirements and provisions are subject to
change, and that they might consider seeking confirmation of any
crucial fact presented herein.
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Urban and nonurban

Oregon enterprise zones are categorized depending on whether they are located
inside the regional urban growth boundary within a federal metropolitan statistical
area. These categories do not usually affect business firms, except for the possibil-
ity of special additional conditions in an urban zone.

Reservation enterprise zones are nonurban zones designated by a tribal government
in an Indian reservation that meets certain economic qualifications.

Zone termination

Either upon request of the local zone sponsor or for other reasons, an enterprise
zone is permanently terminated. Otherwise, a zone terminates on June 30 less than
eleven years after designation. The sponsor of a zone that “sunsets” in this way
may reapply for designation. Ongoing exemptions are unaffected by termination of
the enterprise zone.

For the short—term (three— to five—year) exemption, an approved authorization may
remain valid for purposes of qualifying through the end of third full year following
the effective date termination.

Moreover, such an authorized or qualified business firm may be authorized for
additional investments for up to ten years after the date of termination—and receive
an exemption—provided that construction commences before such a “grand-
fathered” firm’s final exemption has concluded.

Rural Renewable Energy Development Zones (RRED

This is a special designation of an entire city, county or contiguous counties. A
RREDZ operates generally like an enterprise zone for purposessifdheterm
exemptior—but only on facilities related to the generation of electricity from a
renewable energy resource, such as wind power.
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Introduction

Cities and counties across Oregon have joined together, forming enterprise zones to
foster employment opportunities, development and local competitiveness. Located
in economically lagging areas, these zones offer tax relief for new private capital.

Since 1986, enterprise zones have benefited hundreds of investments, creating tens
of thousands of new jobs, as well as the retention of existing employees and work
for associated Oregon companies. Most businesses that utilize the tax abatement
already exist in the zone, but many are new. They come in all sizes and represent
diverse industries, services and stages of production.

For further assistance, please see:
(1) Local and statewide contacts (pages 3 and 4)

(2) Application or filing forms and

(3) Oregon Revised Statutes (ORS) and Oregon Administrative Rules
(Chapter 123, Div. 6&andChapter 150, Div. 285

... All of which, and more, can be found on linbtp://Amww.econ.state.or.us/enterthezones/

Summary of benefits
Eligible business firms that invest, qualify and operate in an Oregon enterprise zone
receive several kinds of advantages.

Short-term exemption on taxable property

» Standard—100 percent (total) exemption from the property taxes normally
assessed on significant new plant and equipment. Exemption ladissfeyears
after the property has been placed in service.

» Extended Abatement—As explained below, the standard exemption can be
lengthened to four or five consecutive years in total by the local government(s).

» Work-in-Progress—Before qualified property is placed in service, and the
standard exemption can begin, property is exempt for up to two years, while
construction, installations, and so forth are ongoing (as of January 1).

 Local Incentives—Many local sponsoring governments offer special benefits to
enterprise zone businesses, such as fee waivers, credits or reductions, regulatory
flexibility/priority or enhanced public services.

» Publicly Owned Real Estate—Enterprise zone firms have the right to lease or
purchase land or buildings in the zone, owned by a state agency or municipality,
and otherwise available, if promptly developed for the “authorized” use.


http://www.dor.state.or.us/proptax/enterform.html
http://arcweb.sos.state.or.us/rules/OARS_100/OAR_123/123_065.html
http://arcweb.sos.state.or.us/rules/OARS_100/OAR_150/150_285.html
http://www.econ.state.or.us/enterthezones/
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Long-term rural tax incentives

In mostnonurban enterprise zones—inside counties with chronically high unem-
ployment or low income—an entire qualifying facility is relieved of property taxes
during construction and then for 7 to 15 years, subject to local agreement with the
zone sponsor. Distinct from the short—term program (described above), this
exemption is not as commonly used, and this booklet does not have as much detail.
See—-page 17

Business income tax credits

Although oriented mostly around exemptions on new taxable property, enterprise

zone investments also earn credits against business or corporate excise/income

taxes levied by the state of Oregon in certain cases:

» E-Commerce—In four specially designated enterprise zorses (mapand the
community of North Plains, a business qualifying for the short—term exemption
and engaged in “electronic commerce” receives an income tax credit of up to 25
percent (or $2 million) of its annu&-commercénvestment, with five years of
deferral for each credit.

* Long—term Rural—Credits may be claimed against state corporate excise taxes
relating to a facility that is receiving the 7— to 15—year exemption (noted above).
Generated over 5 to 15 years, these credits for the corporate owner of the facility
must be approved by the Governor.

 Pollution Control—This oft-used tax credit is computed at its higher rate, 35
percent of certified costs, if satisfying any one of several critexiéuding
location in an enterprise zonéRroject needs to be completed before 2008 under
current law.) To learn more, go to tBeegon Department of Environmental
Quality web site.

 Tribal Taxes—In a “reservation enterprise zone,” most new business operations
qualify for a credit equal to the annual taxes imposed by the tribal government.

Local business climate

A focus of public and private efforts to grow businesses and foster productivity, an
enterprise zone generally entails tangible and intangible advantages for firms
locating or expanding there.

Other relevant tax incentives in Oregon

« Strategic Investment Program (“SIP”) serves exceptionally large capital
investments by offering a 15—year partial property tax exemption on assessed
value in excess of a cap starting at $25 million, or $100 million inside larger
urban areas. Approval involves local government action. This program may not
be combined with an enterprise zone.

Enterprise Zones in Oregon

Zone sponsor

The sponsor of the enterprise zone consists of the city/county governments that
applied for the zone’s designation, or that were brought in through boundary
amendments. In general, the sponsor must comprise all jurisdictions in which there
lies some area of the zorfgee—web sitefor special illustrations.

Some zones have a single “sponsor,” but any variety of multiple cosponsors is
possible; two cities plus the county is common. Sponsors have a number of duties
and opportunities, but all such sponsoring governments must act jointly in conduct-
ing zone business (possibly through an “association” of local representatives).

Zone designation

Since 1993, the director of Oregon Economic and Community Development has
designated enterprise zones. Designation of a proposed zone hinges on a minimum
level of local economic hardship, as well as local government resolutions, a map of
the proposed zone boundary, and so forth. A surplus of applicants for available
enterprise zones triggers competitive selection based on economic need, likelihood
of success and other criteria. A designation round occurs (in anticipation of)
whenever zones will automatically terminate or “sunset” (see below).

Zone area

Enterprise zones in Oregon come in many shapes and typically encompass all of
the local land that an eligible business firm might use—if not the entire city. Only
in metropolitan areas is a zone likely to be limited to just a section of town.

Twelve square miles is the maximum size. For most
zones, the maximally permissible distance betweeg| Property tax
any two points is 25 lineal miles, and no more thar exemption is strictly
15 lineal miles between separate areas. For an urf| unavailable for any

. property already
zone (or nonurban zone in a densely populated assessed by the
county), 12 miles and 5 miles are the respective | county—or, already

maximum distancesSee-web sitefor special under construction,
. . modification or
illustrations. installation—before the

enterprise zone's

The director of Oregon Economic and Community
Development approves changes to zone boundari
pursuant to requests by the local zone sponsor. Th
has become increasingly common. (Speetalndary
change guideboois available.)

designation takes
effect. The same applies
to the effective date for
newly amending the
property’s location into
an existing enterprise
zone.
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Within three or five years of commencing operations, at least a certain minimum
number of new, full-time employees are hired (10, 35, 50 or 75 jobs, again,
depending on location), and maintained during the tax abatement period.

{Minimum of 10 new hires also suffices in most relevant zones, if the
investment exceeds $200 million.}

Average annual compensation across all workers at the facility stays at or above
150 percent of county average annual wage, as first met and established within
five years of starting operations.

Procedural/local steps

Prior to commencing construction, a business firm must suboeittdication
applicationto the local enterprise zone manager and county assessor.

The business firm and all local government sponsors of the enterprise zone enter
into a written agreement.

This local agreement determines the exemption period (7 to 15 years) and may
specify additional requirements to be met by the business firm/facility.

The county board of commissioners (and the city council if within city limits)
adopts a resolution sanctioning the property tax exemption.

The Governor of Oregon issues a one—time approval fantioene tax credit
and sets length of time to receive credits.

Special notes

Background on existence of zong

Sunset provisions for the Long—term Rural Enterprise Zone Tax Incentives do not
affect any incentives certified and approved before the program’s expiration.

Other tax incentives are not affected if the Governor does not grant the tax credit.
If it is granted, though, then 30 percent of corporate taxes collected by the state
with respect to the facility are rebated to local taxing districts and potentially to
the zone sponsor.

Oregon has 49 enterprise zones. Statutory authority allows no more than this to
exist at one time, except for enterprise zones corresponding to a future federal
designation in Oregon, or for a “reservation enterprise zone” as anticipated for
Warm Springs.

The 1985 Legislative Act creating the program provided for 30 zones—each to last

ten years. Oregon’s Governor designated these from 1986 to 1989. Seven additional

“nonurban” zones were authorized in 1993, and ten more in 1999. Beginning in
2004, enterprise zones start terminating in groups by operation of law (“sunset”),
again.
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» Cancellation of Assessment on Commercial Facilities under Construction
exempts structures being built or expanded, for up to two years, if not in use or
occupancy on January 1. It is commonly called “C-i-P"—construction-in-
process, which is also the unofficial caption in state law foettierprise zone
‘work-in-progress’ exemptiorthe C-i-P program, though, is available anywhere
in Oregon. Centrally assessed (utility) property is ineligible for either exemption.
See—application which is filed on or before April 1 with the county assessor.

» Business Development Taxable Income Exemptiaalows a company to
subtract on its Oregon tax return the income arising from a new business
operation during the first ten years. Eligibility depends on location in one of
several counties, local government acceptance, and minimal hiring requirements.
Application for preliminary and annual certification is made toBbenomic and
Community Development Department.

« Also, other exemptions and tax credits—based on certain expenses (e.g.,
dependent care for employeesgergy/fuelsavings, research, telecommunication
facilities or new diesel truck engines)—can reduce state or local business taxes.
See—nformation circular Tax Credits for Corporationand otheDepartment
of Revenue resources.

Described below are the local sources of help in using an enterprise zone and being
approved for certain benefits. Specific information on reaching these people can be
found atweb site

Local zone managers

Appointed by thesponsor of the enterprise zgrtlee local zone manager is a

business firm’s principal resource in seeking to invest in the zone. The zone
manager assists with issues of the zone boundary, basic business eligibility,
connecting with the Contact Agency, employment requirements and special sponsor
approvals, as well as efforts to promote the enterprise zone.

County assessors

Usually elected, the assessor oversees property valuation for the imposition of
annualad valoremtaxes, often serving as the county’s tax collector, too. For the
short-term exemption, the assessor’s office performs critical duties, such as
co-authorizing business firms (based on application submitted before project
commences), specific property criteria and disqualification.


http://www.dor.state.or.us/19Forms/310-020.pdf
http://www.econ.state.or.us/smcity.htm
http://www.econ.state.or.us/smcity.htm
http://www.energy.state.or.us/bus/tax/taxcdt.htm
http://www.dor.state.or.us/InfoC/102-694.pdf
http://www.dor.state.or.us/
http://www.dor.state.or.us/
http://www.econ.state.or.us/enterthezones/
http://www.dor.state.or.us/19Forms/310-073.pdf
http://www.dor.state.or.us/19Forms/310-073.pdf
http://www.dor.state.or.us/19Forms/102-043.pdf
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Contact agencies—First-source agreements

Local publicly funded job-training providers and local Oregon Employment
Department offices have formed networks across the state. For the short—term
exemption (and other economic development programs) a business must enter into
a First-source Hiring Agreement with the “Contact Agency” that represents the
regional network before hiring new employees. The agreement carries a mutually
beneficial obligation to notify the Contact Agency of job openings and to consider
referrals.

State contacts
Below is information to obtain assistance from state agency staff involved with
enterprise zones.

Oregon Economic and Community Development Department

The primary contact for general assistance istbgional Development Officdor

the area where the project is located. They are part of the agency’s Business
Development Division, and can be reached through the numbers on the back cover
of this publication, or by phoning 503-986—0198 (Salem), 503—229-5221
(Portland) or fax 503-581-5115. Alternatively, confathur Fish state Enterprise
Zone Coordinator, at 503-986-0140.

Oregon Department of Revenue
(503-378-4988 or 1-800—356—4222—in Oregon only)

Program representation is with tReoperty Tax DivisionRevenue Building,
Room 256, 955 Center Street NE, PO Box 14380, Salem OR 97309-5075;
fax 503-945-8737.

Oregon Tax Court

Judicial appeals regarding enterprise zone tax matters would goQoethen Tax
Court, consisting of Magistrates and Regular Division, over which presides the
state Tax Court Judge.

Timing, process and forms (short—term exemption

The forms and steps for an enterprise zone exemption relate to legal provisions and
normal procedures for property assessment, which is done on the calendar year;
whereas, the “tax year,” when property is technically exempt, runs from July 1 to
June 30.

Long—term tax incentives

Enterprise Zones in Oregon

In 1997, the Oregon Legislature created a separate tax abatement program available
in most (but not all) enterprise zones. Legislatures since have made this program
more useable and extended it through 2006.

Any type of business activity is eligible, but these incentives depend on local

approval and minimum levels for investment size, job creation and employee
compensation.

The following only summarizes this program. For further information on these
incentives, the current eligibility of certain counties, and investment/employment
thresholds by zone, please contact the local zone manager or Oregon Economic and
Community Development, or visit the departmemt&b site.

Tax incentives
 Until the new facility is placed in service, it is not subject to the imposition of
local property taxes.

» Seven to fifteen consecutive years of full relief from property taxes on the new
facility, once placed in service.

» Credit equal to 62.5 percent of gross payroll to be used against state corporate
excise/income tax liability relating to the facility, over and above an annual
minimum payment of state taxes—with the Governor’s approval.

{Credits are received over a 5—- to 15—year period, and each credit may be
carried forward for five succeeding years.}

Where these tax incentives apply
* In a “nonurban” enterprise zone—one of more than 40 Oregon designations.

* Inside a county with longstanding annual unemployment rates or per capita
income levels meeting defined levels, based on latest statistics.

* Note: The project must be in both an eligible couatd nonurban enterprise
zone when local agreement is signed.

Three criteria for qualifying project

 Total investment costs need to be greater than 0.5 percent or 1 percent of
county’s total assessed value by end of the year when operations begin. This
floor amount varies from about $1 million up to $25 million, depending on the
location.
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Disqualification (short—term exemption

A qualified business firm loses its short—term enterprise zone exemption (but not
the work-in-progress abatement) if not adhering to requirements during the period
of exemption.

Causes and implications
» General disqualification of all property and all years essentially relates to a firm
ceasing operations, closing or “substantially curtailingéitgployment.

« Locally established requirements may have the same effect.

» Requirements pertaining only to ertended abatemedb not affect the
standard (first) three years of exemption.

« Disqualification is limited only to the affected property in the case of property-
specific noncompliance, such as ineligible usage or removal of exempt property
from the enterprise zone.

Penalties and provisions
« No true penalty is normally assessed—in that back taxes on exempt property are
simply imposed with the next tax roll, without even any interest.

« Such treatment, however, depends on the business firm (or property owner/
lessor) having timelyotified the county assessor and zone sponsduby1
after the year in which noncompliance occurred.

« Failure to give such timely notice is penalized by surcharging 20 percent on top
of the back taxes that aredue.

< Only one year’s tax savings may be forfeited—and “disqualification” avoided—
for aone—timeinstance of substantial curtailment (or not satisfying a locally set
additional requirement):

* These special provisions also depend on timely notice (by July 1) as described
above.

¢ Payment equal to that year’s tax savings is made directly to the zone sponsor
to be used for the good of the zone.

« If noncompliance continues into another year, or there is another such failure,
then the business firm is disqualified, but back taxes are reduced by amount of
prior payment.

* The exemption may continue on property sold or leased to another firm, if used
for eligible activities without a net adverse impact on employment in the
enterprise zone.
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Notice to businesses:
 Application for Authorization is filled out and submitted to the local zone
manageBEFORE beginning any project work at the investment site.

{In this way, correct knowledge of the enterprise zone can have influenced the
decision to invest. The zone sponsor may impose an authorization fee up to
$200 or 1/10th of 1 percent (0.001) of the investment cost. To keep an unused
authorization “active,” a renewal statement is submitted by April 1 after every
two years.}

» First-Source Hiring Agreementis entered into prior to new hiring and must
cover the entire exemption period.

» Work-in-Progress refers to qualified property at the enterprise zone site on

January 1 that is not yet placed in service. County assessor must refileige a

by April 1.
{The form for the generally available C-i-P program (page 3) is simply
used here, too. This enterprise zone-based exemption likewise lasts for not
more than two years, but it fully comprises an authorized business’s qualified
property. Hotels/resorts and centrally assessed (utility) property, however, may
not use it.}

» Exemption Claim with Property Scheduleis filed with the county assessor and
copied to the zone manager on or after January 1 but on or before April 1 of first
year of exemption.

{This first year of the exemption directly follows the year when qualified
property is placed in service—in use or occupancy or otherwise ready for
intended commercial operations. The greater of $200, or 1/10th of 1 percent
(0.001) of real market value is charged for filings after April 1 but on or
before June 1, or if the authorization is “inactive.” Filing as late as April 1 of
the next year is allowed by forgoing exemption in the first year.}

» Exemption Claim also is filed with the county assessor and copied to the zone
manager on or after January 1 and on or before April 1 following each year of
exemption.

{Short form for annual compliance. Property schedule attached for new,
additional qualified property pursuant to authorization.}


http://www.dor.state.or.us/proptax/enterform.html
http://www.dor.state.or.us/19Forms/310-020.pdf
http://www.dor.state.or.us/proptax/enterform.html
http://www.dor.state.or.us/proptax/enterform.html
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Representative Time Line

[Eligible Enterprise Zone Business Firm: construction
spanning New Year, followed by standard exemption]

Project/site work may
commence

—January 1st—

Authorization Application—Ilocal zone manager

Preauthorization Consultation
[Extended abatement addressed]
Manager & assessor approve—firm authorized
e Construction underway

Partially completed project—property not in use
C-i-P form for work-in-progress—county assessor
—DEADLINE
First-source Agreement—contact agency

e Equipment installed

¢ Hiring/training in full swing

e Project completed/property in service

First year of standard exemption*

OEnough new full-time jobs created

OClaim Form w/Property Schedule'—both
zone manager & county assessor

—DEADLINE

Corresponding (first) tax year of exemption

begins—Property must actually be in use/

occupancy by this point, too

Second year of standard exemption*
Claim Form—manager & assessor
—DEADLINE

Corresponding tax year begins

Third year of standard exemption*
Claim Form—manager & assessor
—DEADLINE

Corresponding tax year begins

Conclusion of standard period of exemption
(Final) Claim Form—manager & assessor
—DEADLINE

Tax year: Assessed value of qualified property now

included with other assessed property

*Employment (annual average) and other requirements must be maintained based on
each of these calendar/assessment years.

TRepeatable in subsequent year for additional property not yet placed in service, on
January 1, but completed during first or second year of initial exemption. Such property
then begins its own (three-year) period of exemption.
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First-source agreement (short—term exemptio

As noted alreadyall authorized business firms are required to execute a First-
source Hiring Agreement with the Contact Agency for local publicly funded job
training providers.

Entering into first-source agreement
» Responsibility lies with the local zone manager to inform the Contact Agency of
a newly authorized business firm and to direct firms to the Contact Agency.

» Execution of this agreement should occur immediately following authorization
andbeforefilling new jobs.

» By April 1 of the first year of exemption, the zone sponsor (or Contact Agency)
shall inform the county assessor if an authorized business has not signed a first-
source agreement.

First-source obligations
« Statutorily, there must be a first-source agreement that extends throughout the
exemption period.

» The terms of the agreement dot stipulate that anyone in particular is hired.
 Rather, the firm notifies contact agency of job openings.

» The firm shall then consider referrals from the local publicly funded training
providers.

{The director of Economic and Community Development is allowed to waive
this requirement, if it will serve no purpose for the business firm, and at times,
has excused failure to timely execute the first-source agreement before hiring,
if it is nevertheless done before the firm is granted the exemption.}

Special urban conditions

Something that might interact with the first-source agreement, but that needs to be
addressed during authorization, is the imposition of additional local conditions, as
allowed to the sponsor of amban enterprise zone.

These conditions relate to employment and must be established by standards and
policy previously adopted by the sponsor. If applicable, the manager of an urban
zone will document the policy and what an eligible business firm must commit to
do, in order to be authorized.
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Extended tax abatement (short—term exemptio

To extend a short—term enterprise zone exemption to four or five consecutive years
in total, there are two key elements, neither of which jeopardizes qualification for
the first three years.

Compensation
« During each of the four or five years, average annual compensation for new
employees must be at least 150 percent of the county average annual wage.

{Not applicable for Portland metro area urban zones.}

< Among counties with relevant enterprise zones, the mean 2002 average annual
wage was $26,557.

« Although a significant requirement, this annual compensation standard can be
quite feasible to satisfy, because:

* Wage level is set at authorization and will not vary.

» “Compensation” includes not only wages and salary, but also overtime,
bonuses, insurance, pensions and other financial benefits not mandated by law.

» Average is across all normally covereshiployees,for which the job/
position is created after authorization but before July 1 of the second year of
exemption.

Written agreement/local requirements
* An eligible business firm seeking an extended abatement must execute a written
agreement with theone sponsor.

» This agreement must be finalizbdforethe business firm is approved for
authorization.

« This written agreement needs to confirm the above compensation requirement,
and whether the extension is for one or two extra years.

« It may specify other reasonable requirements (jointly) requested by the sponsor.

< Such requirements could have broad reach and special consequences, but as with
all such local requirements, they additionalto statutory compensation or
employment levels, and they may neither lower nor raise the stringency of such
levels, nor explicitly compel residency-based hiring.

* Requisite formal approval of written agreement by/for each city or county
cosponsor may be accomplished through any number of suitable means depend-
ing on the city/county.
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Change of plans and subsequent projects
 Project/property information entered on an authorization application is not
strictly binding and may encompass very large, complex or extended projects.

» Descriptions and estimates should be amended as plans change, which is
mandatory to include equipment in general or any major structure, if not already
indicated in the application for authorization.

 Additional authorizations are allowed and required to qualify for exemptions on
property:
« At different sites in the enterprise zone
» Beyond two/three years of continuous investment

* Invested starting after completion of indicated project(s)

Building project but no eligible business firm?

A special law allows development of real estate to proceed (e.g., on speculation)
without jeopardizing enterprise zone benefits. The eligible business that first leases
or buys all or part of the building or structure may be authorized during or after
new re/construction, additions or modifications. The executed lease or purchase
document is then attached to the authorization application before approval, which
must occur prior to use or occupancy. Naturally, the enterprise zone work-in-
progress exemption will not work, but thegular C-i-P prograrmight cover some

of these situations.

Property that is exemptible (short—term exemption

In Oregon, all non-inventory business property is assessed for taxation. Total local
levy will generally not exceed 1.5 percent of assessed value. Three sets of issues
determine what business property is “qualified” in the enterprise zone:

Fundamental factors
» Located inside the enterprise zone boundary

» Constructed, added to, modified or installed in the furtherance of the production
of income

» Owned or leased by the authorized business firm
« Installed/located on property that the firm likewise owns or leases

» Contained in the property schedule of an exemption claim filed directly after the
year when property is first placed in service

 Actually in use or occupancy before July 1 of first year of exemption, and not
idle for more than 180 days at a time thereafter



Enterprise Zones in Oregon

Property needs to be new
» Not used/occupiethside zonemore than one year before the first year (starting
January 1) of exemption.

* Only the increase in assessed value attributable to additions or modifications is
exempt in the case of real property already existing in the zone.

* Any machinery or equipment must be either newly acquired by firm, or (if
already so owned/leased) newly transferred into the enterprise zone from outside
of county.

{Exception is an existing piece of “real property” machinery or equipment
that has been idle for 18 months, and is refurbished, retrofitted, upgraded, etc.,
at a cost of at least $50,000.}

For any leased
property—
' The owner/lessor also

Particular characteristics of property
* Investmentostmust be $50,000 or more, in tota

for qualified “real property,” which includes all of
the following:

* Newly constructed buildings or structures

* New additions or modifications to existing
building/structure

» Heavy/affixed machinery and equipment

» For machinery or equipment that is “personal
property”—i.e., readily movable and not affixed
real property—each individual item musist:

« $50,000 or more, or

* $1,000 or more if used for electronic commer

co-signs the property

schedule or otherwise
formally acknowledges
exemption.

The lease needs to be a
net lease, such that
property taxes are
passed through to the
qualified business firm/
lessee.

0The lease must be
executed before the
respective tax
exemption claim is filed,
and a copy may be

L@equired with filing.

in anE-commerceone orexclusivelyfor

tangible production

» Land, non-inventory supplies, rolling stock, vehicles and motor-propelled
devices dmot qualify.

Business eligibility (business type—short—term exemptio

Enterprise zone policy focuses on “for-profit” business operations that do not
compete significantly within the local economy, and that therefore will bring new
income to the community. The crucial function of authorization is to ascertain such
eligibility up front.

Enterprise Zones in Oregon

Local waiver of employment requirements

The city/county jurisdiction(s) that sponsor the enterprise zone may waive the
required increase of existing in-zone employment by adopting resolution(s),
establishing an alternative minimum employment level and possibly setting other
conditions. This is allowed for two sets of circumstances:

« If total investment costs are $25 million or more, the eligible business firm’s
employment in the zone may even be permitted to decrease—(or)

« If all of the following are met:

» Productivity at the facility increases by 10 percent, according to measures
described in the resolution

» Firm dedicates an amount equal to 25 percent of its property tax savings to
workforce training

» No net drop in the firm’s enterprise zone employment

Relocating into the zone

Though rarely an issue, the statutes restrict qualification in one of two ways, as
explained using the diagram below, for the case where in-state jobs relocate into an
enterprise zone.

» Beyond 30 miles—If operations at site Y permanently close or curtail, and local
jobs are reduced relative to the general workforce where site Y is located, then a
firm (or commonly controlled firm) transferring operations from site Y to site Z
does not qualify.

» Within 30 miles—If an authorized business firm moves operations from site X
to site Z, then by April 1 and during the first year of exemption, the number of
employees within the zorgusthose at site X needs to equal or exceed 110
percent of the authorized annual average employment in theandiag site X.
(If employees also are transferred into the zone from site W, they too are added to
both sums.)

Yy
r-————————-— 1
I |
r——-— . L——=
I 30 Miles o I
I L I
| (=] |
I |
I |
| w |
L — o _—
I x|
o __ |
Enterprise Zone Boundary—Solid Line
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* Headquarters—administrative, design, engineering, research or other central-
ized facility serving company operations over a statewide or larger region

{Zone manager formally attests to facility’s local significance but non-local
scope, and it must conform to authorized description.}

Employment to qualify (short—term exemption)

Oregon’s enterprise zones are intended to create new jobs, for which there are two
basic requirements that an authorized business firm must satisfy to receive the
standard exemption on property.

{Work-in-progress exemption is unaffected, unless the inability to hire enough
people is evident during construction period.}

Jobs that are covered
* Full-time employees—more than 32 hours per weerkt-FTE” (full-time
equivalent)

» Permanent/year—round jobs—not employed temporarily, seasonally or solely to
construct or install property

» Working mostly (anywhere) inside enterprise zone
» Engaged primarily ireligible operations/activities

» Do not need to be on the firm’s actual payroll—i.e., such workers might be
contracted for or leased by firm

1st—Increase with first year of initial exemption
» Firm must increase its employment within the enterprise zone lyrélager of
one person or ten perceril0%).

» This increase is compared to the annual average employment over the 12 months
before authorization.

* Must be met after authorization butt later than April 1.

2nd—Maintain increased employment level

» For each assessment (calendar) year of the exemption period, firm’s annual
average employment must be 110 percent or greater, compared to pre-existing,
authorized annual average.

» As reported during the first quarter of each year of exemption—and after the last
year of exemption—total firm employment may not fall by 85 percent (or by 50
percent with two successive claim forms) relative to the highest, previous level.

* Failure on either of the above two requirements constitatdsstantial
curtailment.”
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Eligible business operations

Eligible business firms provide goods, products or services to other business
operations or organizations. This includes not only conventional manufacturing and
industrial activities, but also processing plants, distribution centers, maintenance
facilities, warehouses and even operations that handle bulk clerical tasks or after-
sale technical support.

Regardless of being performed for other businesses, the following and similar
activities araneligible: health care, entertainment, finance, professional services,
childcare, housing, property management, construction and any retailing of goods
or services.

Eligible activities apart from ineligible ones

A business firm engaged in ineligible activities (e.g., retail store) may nevertheless
be eligible, if the eligible activities in which the firm will invest aeparaterom

any ineligible activity (even if under the same roof).

Property and employees of eligible activities

Employees are counted only if they are engaged 50 percent or more of their time in
eligible operations inside the enterprise zone, or if they are predominantly con-
cerned with direct administration or support for such operations. Also, only
property used solely in conjunction with eligible activities may qualify.

Affiliated business enterprises

Likewise, employees and qualified property of other corporations with common
ownership are normally ignored. Corporations that share entirely the same owner-
ship, however, maghooseto be treated as one eligible business firm.

Outright exceptions for ineligibility

» Hotel, motel and destination resortsare allowed in some zones, including the
associated property of ancillary operations, if used 50 percent or more by
overnight guests.

{See map (*for where the enterprise zone sponsor has taken this option; only
the regular C-i-P program might be used.}

 Electronic commerceoperations, in which transactions are undertaken via the
internet in arE-commerceone.

{Entails a special income tax credit, too}

 Retail/financial call centersthat receive orders and requests through telecom-
munication (including computers/internet).

{Customer base in local calling area must be less than 10%.}
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State Enterprise Zones

Nonurban
@ Urban

D Reservation

/Ailectronic Commerce
Designation: Special Tax
Credit

A Zone Eligible for
Long-term Rural Tax
Incentives (subject to
change)

* Hotels/Resorts Eligible
for Regular Exemption

D Business Development
Taxable Income
Exemption available, too

Federal Enterprise
Community, also
designated as Oregon
Enterprise Zone

V Federal Enterpise
Community

& Contains site(s) of
federal foreign-trade

zone
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Illustrative Timeline for Enterprise Zone Designation Round in 2008

(Including to replace 11 existing zones)

Events/Requirements M T W T F MONTH
Launch round for 1—12 regular enterprise zones with 7 8 9 10 11
web posting and other notices & announcements: J
January 7, 2008 14 15 16 17 18 A
N
N _ _ 21 2 23 24 25
Cities/Ports/Counties decide to sponsor or consent
to an enterprise zone, define boundary, 28 29 30 3 1
and identify all other affected taxing districts. F
4 5 6 7 8
E
During or before shaded range: I e 19 s 1 B
SEND NOTICE/INVITATION for
consultation meeting to 18 19 20 2 22
ALL non-sponsoring local taxing districts
25 26 27 28 29
Hold public meeting with local taxing districts— 3 4 5 6 7 M
no less than 21 days after mailing notice/invitation, A
0 1 12 13 14 R
... as well as other communications & outreach;
consent resolutions adopted by any non-sponsoring C
county, port or city, and preparation of mandatory submissions 17 18 19 20 21 H
Sponsoring city/port/county adopt resolutions, at least
SEVEN (7) DAYS after actual date of consultation meeting. = 25 2% - 28
Also, finish mandatory application elements.

April 4 — Due Date (postmark) for local application 3 1 2 3 4 A
Department reviews applications for qualification; 7 8 9 10 1 P
determines/announces if competitive selection needed R

Director might determine to order effective 14 15 16 17 18 |
designation of one or more new enterprise zones
allowed by 2005 law, relative to competition 2 22 23 24 25 L
Shaded Range: Deadline, announced pursuant to qualification 28 29 30 1 2
review, as necessary, for Department's actual RECEIPT of
additional submissions for competitive criteria— 5 6 7 8 9
30+ days after initial due date M
12 13 14 15 16 A
Y
19 20 21 22 23
If Necessary to complete round: A 27 28 29 30
Review of applications for competitive criteria; 2 3 4 5 6
score and rank proposed enterprise zones J
for advising Director.
9 9 10 1M 12 13 U
6 17 18 19 20 N
E
23 24 25 26 27
Eleven zones terminate ... and their replacement designations 30 1 9 3 4

are ... effective midnight July 1, 2007

Oregon Economic and Community Development Department
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