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December 1, 2008

The Honorable Peter Courtney 
Senate President 
Oregon State Senate 
900 Court St. NE, S–201 
Salem, OR 97301

The Honorable Jeff Merkley 
Speaker of the House 
Oregon House of Representatives 
900 Court St. NE, H–269 
Salem, OR 97301

Dear President Courtney and Speaker Merkley:

The Oregon Economic and Community Development Commission, as directed by the 2007 Legislative Assembly’s budget 
note to SB 5508, respectfully submits its budget note report regarding the Oregon Economic and Community Development 
Department’s (OECDD) incentive programs and funds. 

In particular, the budget note directed the commission to develop a report that itemized the success of economic 
development efforts for each program receiving support through OECDD funds, including performance data for department 
administered programs and funds or for which participation is subject to commission or department approval, certification 
or recommendation.

For the purposes of this incentive report, the department evaluated those programs that induce direct investment into the 
state of Oregon to further job retention, expansion and recruitment opportunities. This includes reviewing those non-tax/
monetary programs and income tax-related incentives. Furthermore, the report includes a brief discussion of those incentive 
programs where the department partners with other state agencies, as well as local communities to further development 
activities.

It should be noted that in addition to this report, the 2007 Legislative Assembly directed the Legislative Revenue Office 
(LRO) to deliver a report to the 75th Legislative Assembly in February on the Enterprise Zone program. OECDD plays a 
limited, statutorily prescribed role with respect to the program and does not request, nor approve, zone designations. While 
this report touches upon the basics of this program and clarifies the department’s role, the LRO report will discuss the 
Enterprise Zone program and the cost-benefit in greater detail. 

The commission appreciates the opportunity to present this report on the programs and funds that OECDD administers to 
further economic and community development throughout the state. We hope the report presents a greater understanding 
on the programs the department administers and their impact on the state’s economy.

Sincerely,

E. Walter Van Valkenburg, Chair 
Oregon Economic and Community Development Commission
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Salem road improvement 

The city of Salem received an IOF grant of  

$325,000 to improve Turner Road. This helped 

assist Garmin Industries to expand its facilities. 

The company has now grown its operations by 

approximately 93 jobs. This was a cooperative 

project with the city of Salem and Garmin 

Industries. The total project cost was  

approximately $725,000.

Immediate Opportunity Fund (IOF)

The Immediate Opportunity Fund (IOF) is part of the Oregon Department 
of Transportation’s (ODOT) Modernization Program. These funds support 
street and road improvements that are directly tied to awards that serve 
business sites. They may be used when other sources of financial support are 
unavailable or insufficient, and they are limited to economic development 
projects that affirm job creation and/or retention. The maximum amount 
available for a single project is $1 million. Project proposals are expected to 
provide a match of 50 percent or more of the total funds used for public 
roadway improvements. Public or private sources may provide the match to 
these funds.

Although these funds are used for expansion and retention of existing firms, 
IOF’s also have a significant positive impact upon state recruitment efforts. 
Such recruitments often require extensions of transportation infrastructure 
in order to undertake substantial operations at relatively undeveloped 
locations. 

Other business incentive programs
Incentive	 Managing Agency/Entity	 Description of Incentive

Energy Trust of Oregon, Inc.	 Oregon Public Utility Commission (OPUC)	 Awards based on investments that conserve  
		  conventional energy in participating parts of the state.

Biofuels Raw Materials Credit 	 Department of Energy (DOE) 	 $–rate per quantity of biomass produced/collected for  
	 Department of Revenue	 Oregon-based biofuel

Dependent Care Credit 	 Employment Department (OED)	 50% of annual expenses for assistance to  
	 Department of Revenue	 employees with child care, etc.

Research Credit 	 Department of Revenue and IRS	 5% of annual Oregon expenses above IRC-defined base

Construction-in-Process	 County Assessor	 up to 2–year exemption on property for which  
		  construction or installation is still underway on January

Food Processors	 Department of Agriculture 	 5–year exemption on new machinery and equipment 
	 Department of Revenue

Dear President Courtney and Speaker Merkley:

The 74th Oregon Legislative Assembly directed the Oregon Economic and 
Community Development Commission, through a budget note to SB 5508, 
to provide an incentive report to the Governor and the Legislative Assembly 
by December 1, 2008. This Incentive Programs and Funds report itemizes the 
success of economic development efforts for each program receiving support 
through Oregon Economic and Community Development Department 
(OECDD) funds, including performance data for each program or fund 
administered by OECDD, or for which participation in the program 
or support through the fund is subject to the approval, certification or 
recommendation of the commission or OECDD.

For purposes of the report, the working definition of “incentive” is taken to 
mean 

endeavors to induce private, for-profit business firms to make new 
investments or to increase or maintain employment in Oregon through 
a material benefit to the firm, as a motivating factor for actually 
undertaking, expediting or enlarging the project, or as competitive factor, 
vis-à-vis alternative locations.

Each of these programs and funds are summarized to provide a brief 
understanding about how the incentive works and the major findings 
highlighting the program’s success. 

The attached report provides detailed information about the incentive 
programs and funds that OECDD administers, there are some key guiding 
principles the department uses when administering these programs:

•	 The department’s incentive programs mostly serve to help existing Oregon 
companies to expand and grow.

•	 The incentives tend to be targeted—though not exclusively—at rural 
Oregon, areas of economic hardship, or to help spur renewable energy 
usage.

•	 Administrative processes and burdens on benefiting businesses are 
generally minimal.

•	 Incentive programs are geared toward investments in regular capital assets, 
in contrast to labor or human capital.

•	 In combination with other programs, the incentive programs significantly 
improve growth prospects and competitiveness for Oregon’s economy.

The department administers the following major 

incentive programs:

1.	 Governor’s Strategic Reserve Fund (forgivable 
loan): The Governor’s strategic reserve fund is a 
discretionary grant program. Though modestly 
sized compared to such tools in some other states, 
it is crucial for advancing diverse business projects 
throughout Oregon. These funds are used as a 
strategic investment focused upon creating, recruiting 
and retaining jobs for existing Oregon businesses. 
The loans are usually the last money invested in a 
project and often help firms purchase new equipment 
and provide training for their existing employees.

2.	 Industrial Development Revenue Bonds (loans) 
& Oregon Business Development Fund (loans): 
The department administers two programs that 
offer favorable terms for debt financing of new 
investments: (1) Special bonds under federal law for 
which the interest is tax-free; (2) A revolving loan 
fund that is used to supplement the business firm’s 
other borrowing.

3.	 Special Public Works Fund (primarily loans): 
Monies that go to local governments to provide 
special, immediate extensions of public services or 
infrastructure to a site for business development. 
They typically include a loan paid back by a 
municipality.

4.	 Strategic Investment Program: Exempts large 
investments from much of the property taxes that 
they would otherwise need to pay over 15 years. 
The Economic and Community Development 
Commission must make a final determination on 
projects primarily driven by local/county agreements. 
SIP remains instrumental for our high-tech 
industry—a mainstay for jobs in Oregon. In recent 
years, it has been serving rural areas, especially wind-
energy development.
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partnership incentive programs
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The department works with other Oregon state agencies to offer incentives from the following programs:

Rural Enterprise Zone Facility Income Tax Credit

The Enterprise Zone program, sponsored by cities, counties, ports and tribes 
across the state, serves local governments that wish to employ incentives and 
other assistance available to stimulate business investment and job creation 
in their communities. There are currently 59 enterprise zones (48 rural and 
11 urban) throughout the state that impact more than 100 cities, across 35 
counties.

Under the administration and discretion of local governments that sponsor 
the zone, this incentive program is used by hundreds of companies of all 
sizes across the state. The standard enterprise zone exemption abates taxes 
on new property for three to five years. To receive this exemption, statute 
requires, among other things, that a business firm be engaged in an eligible 
activity such as manufacturing, assembly, fabrication or processing and that 
the business firm maintains a specified employment and wage level.

OECDD plays a limited, statutorily prescribed role with respect to the 
program and does not request, nor approve, zone designations. The 
department provides technical review of applications requesting the standard 
exemption on new taxable property in an enterprise zone. However, these 

exemptions are administered and approved solely by 
local jurisdictions. 

In addition, there are several other Enterprise Zone 
tax credits administered by the Oregon Department of 
Revenue including: Long–term Enterprise Zone Credit, 
Reservation Enterprise Zone Credit and the Electronic 
Commerce Enterprise Zone Credit.

The department does manage the Rural Enterprise 
Zone Facility Tax Credit. Thus far, The department and 
Governor’s office has approved this corporate excise tax 
abatement for two major companies. However, at this 
time, neither firm has exercised the credit. 

NOTE: In addition to this report, the 2007 Legislative 
Assembly (SB 151) directed the Legislative Revenue Office 
(LRO) to deliver a report to the 75th Legislative Assembly 
in February 2009 on the enterprise zone program.

Business Energy Tax Credit (BETC)

Commercial businesses, industrial facilities, transportation businesses and 
agri-businesses in Oregon need a lot of energy to operate. But businesses 
throughout the state are discovering that it is possible to help both their 
bottom line and the environment by saving some of that energy. 

The Oregon Department of Energy offers tax credits to businesses to 
encourage them to invest in energy conservation, recycling, renewable 
energy resources, transportation efficiency, sustainable buildings and less-
polluting transportation fuels. The Business Energy Tax Credit (BETC) is 35 
percent of the eligible cost of the project for conservation projects. Projects 
that use solar, wind, hydro, geothermal or bio-mass to produce energy, or 
displace energy, may qualify for a tax credit that is 50 percent of eligible 
costs. Renewable resource projects must replace at least 10 percent of the 
energy used. The energy can be used on site or sold.  

Through 2006, more than 13,000 Oregon energy tax credits have been 
awarded. Trade, business or rental property owners with a business site in 
Oregon are eligible to apply for the tax credit.

To qualify for a tax credit, retrofit projects (except for 
lighting projects) must be 10 percent more efficient 
than existing installation. Lighting retrofit projects must 
be 25 percent more efficient than existing lighting. 
You also can qualify for a tax credit for installing 
energy-efficiency measures during new construction. 
Measures must reduce energy use by at least 10 percent 
compared to a similar building that meets the minimum 
requirements of the state energy code. New construction 
projects must have a simple payback of 1 to 15 years.

In the last two years alone, seven solar manufacturers 
have announced projects in Oregon totaling 
approximately $1.5 billion in capital investments and 
more than 2,000 new high-wage jobs across the state. 
It is estimated that for each $100 million invested 
in renewable energy resources there is an associated 
increase of 1,250 jobs.

5. 	Oregon Investment Advantage: This new, innovative program offers a 
10–year exemption from income taxes on the income arising from any 
business’s new operations. The department technically administers the 
certification of business facilities, which to be eligible must be located 
in one of presently 20 counties based on economic hardship statistics. 
In such rural counties, there are already 23 projects at least preliminarily 
approved and hundreds of full–time jobs expected to be created.

This budget note does not encompass reporting on all state or local incentives 
that act to spur business development. Many of the more recognizable 
incentives like the Business Energy Tax Credit (BETC) and the Immediate 
Opportunity Funds (IOF) approved by the Oregon Transportation 
Commission are described only briefly in the full report.

In addition, it is important to clarify OECDD’s limited role in relation 
to Enterprise Zone tax abatements granted throughout the state. The 
department has a limited, statutorily prescribed role regarding the standard 
exemption on new taxable property in an enterprise zone. These exemptions 
are administered and approved solely by local jurisdictions. The department 
does manage the Rural Enterprise Zone Facility Tax Credit. Thus far, the 
department and Governor’s office has approved this corporate excise tax 
abatement for two major companies. However, at this time, neither firm has 
exercised the credit.

The commission hopes this report helps increase the 
understanding of OECDD’s critical and ongoing role 
in spurring economic development and creating new 
jobs throughout the state of Oregon. We look forward 
to your suggestions and questions concerning these 
important programs.

For those desiring a copy of the full Incentives Programs 
and Funds report, please contact Paul Grove, OECDD 
Legislative Affairs Director, at 503–986–0192 or visit 
the web at http://econ.oregon.gov/OECDD/pubs.
shtml.
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