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WHAT THE MEASURE DOES:

Increases taxable portion of projects located in rural areas eligible for property tax exemption under Strategic
Investment Program. Determines taxable value of rural eligible project property based upon total cost of the project.
Increase in taxable portion is applicable to projects first determined as eligible projects on or after effective date of
measure.

Total Cost | Taxable Real Market Value

<= $500m $25m
$500m--S1b $50m
S1b+ $100m

Increases cap on community services support fee to $2.5 million in any year for both urban and rural projects not
located within strategic investment zones. Changes to community services support fee limit apply to projects first
determined by the Oregon Business Development Commission to be eligible projects on or after effective date of
measure. Measure takes effect on 91st day following adjournment sine die.

ISSUES DISCUSSED:

e Taxable real market value and minimum total cost amounts of eligible projects are unchanged by measure

e Change to taxable real market value amounts in rural areas reflective of large projects in rural areas that were
not contemplated or expected when Strategic Investment Program was originally created

e Potential need for amendment language adjusting the effective date of the measure to accommodate projects
currently being negotiated

e Strategic Investment Program is a permissive tax incentive program.

EFFECT OF AMENDMENT:

Specifies that changes to minimum cost requirement take effect on or after effective date of measure. Clarifies that
changes to community services support fee limit apply to agreements entered into on or after effective date of
measure and with respect to projects first determined by the Oregon Business Development Commission to be
eligible projects.

BACKGROUND:

The Strategic Investment Program offers a 15-year property tax exemption on a portion of large capital investments
that serve a traded sector industry, which is defined in ORS 285A.010 as "traded sector means industries in which
member firms sell their goods or services into markets for which national or international competition exists". The
program is administered by the Oregon Business Development Department (OBDD) in conjunction with the Oregon
Business Development Commission. To qualify, the cost of the project must exceed the taxable portion which is $25
million in rural areas and $100 million in urban areas. Amount of exempt property is determined by subtracting from
the real market value of the qualified project, the relevant taxable portion (525 or $100 million) of the project. The
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assessed value of the taxable portion of project increases by three percent each year during the exemption period.

Two Options for Project Approval

Case-by-Case

For a project to receive property tax exemption, the governing body of the county in which the project will reside
must, by official action and majority vote, request the exemption for the project and enter into an agreement with
the business firm (if project will be located within a city, then city is also required to enter into agreement). Included
in the agreement is a requirement that the business firm will pay community services support fee in an amount equal
to 25 percent of the property taxes that would otherwise be due on the exempt property in each assessment year.
Fee is capped at $2 million (urban) or $500,000 (rural). Agreement may also include any other requirements related
to the project.

Strategic Investment Zone

A county (and city) may request the Business Oregon Commission to designate a Strategic Investment Zone (SIZ) in
which eligible projects are then subject to standardized local requirements and a more streamlined local approval
process. There are currently (as of February 2016) three SIZ in Oregon; two in Clackamas County (one rural and one
non-rural) and one inside the City of Gresham.
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