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Attachment A

Division 16 Redline/Strikeout Rule

DEPARTMENT OF ENVIRONMENTAL QUALITY
DIVISION 16

POLLUTION CONTROL TAX CREDITS

340-016-0080
Certification

(1) The Preliminary Certificate. The Commission shall pre-certify the eligibility of a facility if
the Commission determines the facility is eligible for a pollution control tax credit certificate as
set forth in OAR 340-016-0060. The certificate shall be prima facie evidence that the facility is
qualified for certification for tax relief under ORS 468.167. Preliminary certification shall not
ensure that the facility constructed will receive certification under ORS 468.167 or tax relief
under ORS 307.405 or 315.304.

(2) The Final Certificate. The Commission shall certify the actual cost of a pollution control
facility as set forth in OAR 340-016-0070 and the portion of the cost properly allocable to
pollution control as set forth in ORS 468.190 and OAR 340-016-0075 if the Department
determines the facility is eligible for pollution control tax credit certification as set forth in 340-
016-0060. The certificate:

(a) Shall bear a separate serial number for each such facility;

(b) May certify two or more facilities which constitute an operational unit under one certificate;

(c) Is effective for purposes of tax relief according to the provisions of ORS 307.405 or ORS
315.304;

(d) Shall be granted:

(A) For 10 consecutive years beginning with tax year of the person taking the tax credit; or
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(B) For 20 consecutive years for corporations organized under ORS Chapters 62 or 65 that
utilize ad valorem tax-relief. The portion of the facility allocable to pollution control shall be
exempt from ad valorem taxation.

(e) Shall be limited to that portion of the eligible and allocable facility costs, as set forth in OAR
340-016-0070 and OAR 340-016-0075 representing the taxpayer's investment in the pollution
control facility.

() May certify portions of a facility qualifying under ORS 468.165(1)(c) separately under this
section if portions of the facility are owned by more than one person. The actual cost certified for
all portions of a facility separately certified under this subsection shall not exceed the total cost
of the facility that would have been certified under one certificate. The provisions of ORS
307.405 or ORS 315.304, whichever is applicable, shall apply to any sale, exchange or other
disposition of a certified portion of a facility.

(9) May certify a lesser actual cost of the facility or a lesser portion of the actual cost properly
allocable to pollution control, material recovery or recycling than was claimed in the application
for certification.

(3) Revocation. The CemmissienDepartment may order the revocation of the final tax credit
certification as set forth in ORS 468.185. The Department shall notify the Department of
Revenue and the county assessor of the county in which the facility is located as soon as the
order of revocation or reinstatement under this section has become final.

(a) Cause for Revocation. Pursuant to the procedures for a contested case under ORS 183.310 to
183.550, the CemmissionDepartment may order revocation of a tax credit for:

(A) Fraud or Misrepresentation, if the certificate was obtained by fraud or misrepresentation. All
prior tax relief provided to the certificate holder by virtue of such certificate shall be forfeited.
The Department of Revenue or the proper county officers shall proceed to collect taxes not paid
by the certificate holder as a result of the tax relief provided to the holder under any provision of
ORS 307.405 and 315.304; or

(B) Failure to Operate Facility, if the certificate holder has failed substantially to operate the
facility for the purpose of, and to the extent necessary to meet the specifications of the
certificate; or in compliance with the applicable Department or Commission statutes, rules,
orders or permit conditions. The certificate holder shall be denied any further relief provided
under ORS 307.405 or 315.304 in connection with such facility from and after the date that the
order of revocation becomes final.

(b) Suspended Revocation. The CemmissionDepartment may suspend the revocation of a
certificate when operation of a facility ceases if the certificate holder indicates in writing that the
facility will be returned to operation within five years time. In the event that the facility is not
returned to operation as indicated, the CommissionDepartment shall revoke the certificate.
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(c) Impact on Adjacent Facilities. The CommissionDepartment may revoke tax credits held for
any facility or piece of equipment which is for the purpose of preventing, controlling, reducing,
or eliminating pollution to the same media and which is at a location adjacent to the non-
complying facility.

(d) Reinstatement. The-CemmissionDepartment may reinstate any revoked tax credit
certification if the CemmisstonDepartment finds the non-complying facility has been brought
into compliance. The tax credit certification shall be reinstated for the remaining period of the
tax credit, less the period beginning on the date the CommissionDepartment revokes the
certificate and ending on the date the CemmissionDepartment reinstates the certificate.

(4) Sale, Exchange or Disposition of Facility. The certificate holder shall provide the Department
with written notice upon any sale, exchange or other disposition of the certified pollution control
facility. Upon request, the taxpayer shall provide a copy of the contract or other evidence of
disposition of the property to the Department of Environmental Quality. Upon sale or exchange
of the facility, the certificate holder may request that the CemmissienDepartment transfer a tax
credit from one holder to another, the CemmissienDepartment shall reissue the certificate to the
new holder, and the-Department-shalireport the transfer of the certificate to the Department of
Revenue as set forth in ORS 307.405 and 315.304.

Stat. Auth.: ORS 468.150

Stats. Implemented: ORS 468.150 — ORS 468.190
Hist.: DEQ 5-1998, f. 4-24-98, cert. ef. 5-1-98

340-016-0088

Subdelegation of Certificate Administration

(1) The Environmental Quality Commission subdelegates authority to the Director of the Department of
Environmental Quality to:

(a) Transfer the tax credit certificate upon sale or exchange of the certified facility under OAR 340-016-
0080(4) if:

(A) The new facility owner submits a complete Tax Credit Transfer Request form provided by the
Department; and

(B) The Department determines the new facility owner continues to operate the facility according to the
conditions of certification under ORS 468.170.

(b) Revoke a certificate under OAR 340-016-0080(3).
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(2) The Director may subdelegate the authority provided in section (1) of this rule to the Administrator of
the Management Services Division.

Stat. Auth.: ORS 468.020, ORS 468.150
Stats. Implemented: ORS 468.150 — ORS 468.190
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iy Repl ¢ hardchromium with nickel/boron:
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340-016-0130
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Truck Engine Tax Credits
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340-016-0210
Purpose

This rule establishes Department of Environmental Quality policies and procedures for issuing
tax credits to Oregon taxpayers that purchase qualifying truck engines in accordance with
Oregon Law 2003, Chapter 618, Sections 28 through 32. These rules apply only to purchases
made on or after September 27, 2007, and certificates issued on or before December 31,
20112013.

Stat. Auth.: OL 2003, Sec. 28-32, reprinted in a note following ORS 315.356

Stats. Implemented: OL 2003, Sec. 28-32, reprinted in a note following ORS 315.356
Hist.: DEQ 8-2004, f. & cert. ef. 9-17-04; DEQ 9-2008, f. & cert. ef. 7-11-08
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DEPARTMENT OF ENVIRONMENTAL QUALITY
Chapter 340
Proposed Rulemaking
STATEMENT OF NEED AND FISCAL AND ECONOMIC IMPACT

Housekeeping and streamlining for DEQ-administered tax credits

This form accompanies a Notice of Proposed Rulemaking

Title of Proposed Housekeeping and streamlining for DEQ-administered tax credits
Rulemaking

Statutory Authority or ORS 468.020, ORS 468.150, ORS 468A.098; chapter 618, Oregon Laws 2003, Sec. 31-32, reprinted
other Legal Authority in a note following ORS 315.356

Statutes Implemented ORS 468.150-190; 468A.095, 468A.096, 468A.098; chapter 618, Oregon Laws 2003, Sec. 28-32,
reprinted in a note following ORS 315.356

Need for the Rule(s) To reduce workload and increase response time to complete pollution control certificate
administration, the EQC requested DEQ perform certificate transfers, reissuance, revocations or
reinstatements typically when a certificate holder sells a pollution control facility, changes their legal
name or ceases operating the facility. In 2009, the Environmental Quality Commission issued the last
Pollution Control Tax Credit certificate under ORS 468.150-190. With no new facility certifications,
certificate administration does not warrant a separate action item on the EQC agenda. EQC and DEQ
continue to have certificate administration responsibilities through 2018 and reporting responsibility
through 2023.

To reduce Secretary of State charges for maintaining rules beyond program deadlines and any ability
to claim the credit on the Oregon tax return, this proposal would repeal pollution prevention tax credit
rules. The pollution prevention tax credit was a 4-year pilot program with a December 31, 1999
deadline for project completion. The EQC issued the last tax credit certificate in 2000 under ORS
468A.095 through 468A.098, certificate holders could claim the credit over 5 years and ORS 315.311
provided a 4-year carry forward of any unused credits. The last year to claim unused credits on the
Oregon tax return was 2008.

To align truck engine tax credit rules to 2009 amendments to 2003 Oregon Law, this proposal would
amend the period for certificate issuance from December 31, 2011 to December 31, 2013.

Documents Relied Upon | OAR 340-016, ORS 468.020, ORS 150; chapter 618, Oregon Laws 2003, Sec. 28-32, reprinted in a
for Rulemaking note following ORS 315.356

Requests for Other Pursuant to ORS 183.335(2)(b)(G), DEQ requests public comment on whether other options
Options should be considered for achieving the rule’s substantive goals while reducing negative economic
impact of the rule on business.

Fiscal and Economic
Impact, Statement of
Cost Compliance

Overview This rulemaking is for housekeeping purposes and has no cost of compliance. The truck engine tax
credit rule aligns to 2009 legislation that extended certification to December 31, 2013. The legislative
extension has the potential to reduce state revenues by $1,000,000.

Impacts on the No impact to general public
General Public

Impacts to Small No impact to small business
Business
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(50 or fewer
employees —
ORS183.310(10))
Cost of Compliance | a) Estimated number of small No cost of compliance on small business
on Small Business businesses subject to the
(50 or fewer proposed rule
employees — i i
ORS183.310(10)) b) Types of businesses and Not applicable
industries with small businesses
subject to the proposed rule
¢) Projected reporting, Not applicable
recordkeeping and other
administrative activities required
by small businesses for
compliance with the proposed
rule, including costs of
professional services
d) The equipment, supplies, Not applicable
labor, and increased
administration required by small
businesses for compliance with
the proposed rule
e) A description of the manner in | Not applicable
which DEQ involved small
businesses in the development of
this rulemaking
Impacts on Large Describe projected fiscal and economic impacts.
Business
(all businesses that No impact on large business
are not “small
businesses” under
ORS183.310(10))
Impacts on Local No impact on local government
Government
Impacts on State No economic or fiscal impact on other state agencies
Agencies other than
DEQ
Impacts on DEQ Minor reductions in EQC preparation and presentation time, reduced cost to maintain obsolete rules
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Assumptions

None

Housing Costs

DEQ has determined that this proposed rulemaking will have no effect on the cost of development of
a 6,000 square foot parcel and the construction of a 1,200 square foot detached single-family dwelling
on that parcel.

Administrative Rule
Advisory Committee

DEQ did not use an advisory committee. The proposed changes are for minor housekeeping and
program streamlining.

Prepared by

Printed name Date

Approved by DEQ Budget Office Printed name Date

(Signed copy on file.)
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State of Oregon
DEPARTMENT OF ENVIRONMENTAL QUALITY

Relationship to Federal Requirements

RULE CAPTION

Housekeeping and streamlining for DEQ-administered tax credits

Answers to the following questions identify how the proposed rulemaking relates to federal
requirements and the justification for differing from, or adding to, federal requirements. This
statement is required by OAR 340-011-0029(1).

1. Is the proposed rulemaking different from, or in addition to, applicable federal
requirements? If so, what are the differences or additions?

The proposed rules apply to Oregon tax credits and do not have an applicable federal
requirement.

2. If the proposal differs from, or is in addition to, applicable federal requirements,
explain the reasons for the difference or addition (including as appropriate, the
public health, environmental, scientific, economic, technological, administrative
or other reasons).

Not applicable.
3. If the proposal differs from, or is in addition to, applicable federal requirements,
did DEQ consider alternatives to the difference or addition? If so, describe the
alternatives and the reason(s) they were not pursued.

Not applicable.
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State of Oregon
DEPARTMENT OF ENVIRONMENTAL QUALITY

LLand Use Evaluation Statement

Rulemaking Proposal
for
OAR 340-016

RULE CAPTION
Housekeeping and streamlining for DEQ-administered tax credits

1. Explain the purpose of the proposed rules.
The proposed rulemaking would:

e Adopt and amend Pollution Control Tax Credits rules to subdelegate certificate administration
activities to DEQ;

o Repeal the Pollution Prevention Tax Credit pilot program rules. The statute authorized DEQ to
issue program certificates through December 31, 1999.

e Amend the Truck Engine Tax Credit to align the last date of certificate issuance from December
31, 2011 to December 31, 2013 consistent with 2008 amendments to OL 2003.

2. Do the proposed rules affect existing rules, programs or activities that are considered land
use programs in the DEQ State Agency Coordination (SAC) Program?

Yes__ No X

a. Ifyes, identify existing program/rule/activity:

b. If yes, do the existing statewide goal compliance and local plan compatibility
procedures adequately cover the proposed rules?

Yes No (if no, explain):

c. Ifno, apply the following criteria to the proposed rules.

In the space below, state if the proposed rules are considered programs affecting land
use. State the criteria and reasons for the determination.

The proposed rules do not affect land use regulations. They are housekeeping in nature and
streamline administrative activities.

3. If the proposed rules have been determined a land use program under 2. above, but are
not subject to existing land use compliance and compatibility procedures, explain the new
procedures the Department will use to ensure compliance and compatibility.

Not applicable
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