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522 SOUTHWEST 5th AVENUE, PORTLAND, OR 97204 PHONE (503) 229-5696 

NOTICE 

SPECIAL CONFERENCE CALL MEETING 

OF THE 

OREGON ENVIRONMENTAL QUALi TY COMM I SS I ON 

December 19, 1986 

On Friday, December 19, 1986, at 10:00 am, the Environmental Quality 

Commission will hold a special conference call meeting to further 

consider the request for Pollution Control Tax Credit for Ogden-Martin 

Systems of Marion County. The decision on this matter was postponed 

from the Commission's December 12, 1986 meeting. 

As space permits, the public is invited to listen to the conference 

cal 1 in the fourth floor conference room of the Department of 

Environmental Quality offices, 811 SW Sixth Avenue, Portland. 



TIIBSE MINUTES ARE NCJl' FINAL UNTIL APPROVED BY THE EQC 

MINUTES OF A SPECIAL MEETING 

OF THE 

OREGCN ENVIRCNMENTAL QUALITY CCMUSSION 

December 19, 1986 . 

On Friday, December 19, 1986, a special conference call meeting of the 
Oregon Environmental Quality Camnission was held. Connected by conference 
call telephone were Camnission Chairman James Petersen in Bend, Vice­
Chairman Arno Denecke in Salem, Camnissioners Mary Bishop and Sonia Buist 
in Portland, and Camnissioner Wallace Brill in Medford. Department 
Director Fred Hansen was present by phone in Salem and several members of 
the Department staff and public were present ~ phone in Portland. 

The purpose of this meeting was to continue the discussions from the 
Camnission's December 12, 1986 meeting regarding the Ogden-Martin 
application for pollution control tax credit. 

Director Hansen said that two sets of issues needed to be addressed at this 
meeting: the Ogden-Martin tax credit question, and a clarification on 
two items raised during the consideration of the tax credit on December 12. 
That is, is the facility even eligible for tax credit, and the issue of 
compliance. 

On the eligibility and compliance issues, Director Hansen said the concerns 
that had been raised about eligibility are issues that are more properly 
raised before the Legislature, not before the Camnission. He said the 
statute was clear that energy recovery facilities are intended to be 
eligible for tax credit, not just that portion which are more normally 
termed pollution control devices, such as the baghouse. Director Hansen 
said the Department felt this was·a very straight forward issue. 
Chairman Petersen indicated he was comfortable with the issue as outlined 
oy Director Hansen. Camnissioner Denecke asked if this was in response to 
John Charles' (Oregon Environmental Council) argument. Director Hansen 
replied it was. Chairman Petersen camnented that in the Oregon 
Environmental Council's latest mailing to the Camnission they take the 
position they believe the entire facility is eligible under ORS 468.155. 
The remainder of the Camnission indicated they did not have any problem 
with the eligioility issue. 

Chairman Petersen asked Director Hansen to brief ·the Camnission on the 
current status of the air, noise and hazardous waste permits for the 
facility and to comment on where the facility is out of compliance, how 
the Department anticipates the company achieving canpliance. Chairman 
Petersen said it was his understanaing that in order to be eligible for 
a certificate to begin with the facility must be in compliance. Director 
Hansen replied that the actual language in the rule is " ••• will achieve 
compliance.with Department statutes and rules or Camnission orders or 
permit conditions where applicable." 
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Basically, Director Hansen said, in terms of the water, noise and air 
issues (except for nitrogen oxide) the facility is in canpliance. Relative 
to nitrogen oxide, preliminary data shows the facility at a level above 
what is allowed in the permit. The Department is contemplating a change in 
the permit which would go through the normal public review process·. The 
canpany expects that.either it will meet the modified permit, or if the 
Department chooses to not modify the permit, the company will meet the 
existing nitrogen oxide limitation. In regard to the hazardous waste 
permit, Director Hansen continued, at the present time there are 
discussions between the Department and the canpany about the nature of the 
asn resulting fran the burning process. The Department is doing additional 
testing and establishing protocols for the analyses of the ash. In any 
event, he said, the analyses is IIK)Ving forward and whatever the outcome 
of those analyses are, the canpany will comply with the applicable rules 
and regulations. Director Hansen said from the Department's perspective, 
there was no doubt the facility would achieve canpliance. 

Commissioner Buist said it seemed to her the matter of canpliance was a 
secondary issue. She asked if tax credits were ever revoked if a facility 
fails to meet compliance standards. Director Hansen replied the statute 
did not provide for revocation for reasons of noncanpliance. Certificates 
can only be revoked for fraud or if the facility is re!IK)ved from use. 

Commissioner Bishop asked if the certificate could be conditioned so that 
if the facility did not come into compliance future tax credits would not 
be allowed. Chairman Petersen said that statutory authority would be 
needed for such a condition. 

Director Hansen explained that if in the Department's best engineering 
juagment the facility-can achieve canpliance, then it meets the test in the 
regulations. If in the future the facility does not achieve compliance, he 
continued, there are enforcement tools to be able to address the 
noncompliance other than the tax credit revocation. Chairman Petersen 
said that 340-16-035 in the rules says the Commission can revoke the 
certificate if it is found the holder of the certificate has "failed 
substantially to operate tqe facility for the purpose of preventing, 
controlling or reducing ••••• pollution, or has failed to operate the 
facility in canpliance with Department or Commission statutes, rules, 
orders or permit conditions." Michael Huston, Assistant Attorney General, 
said the rule language almost paralleled statutory language for revocation, 
so noncompliance would appear to be grounds for revocation. commissioner 
Denecke said the Commission could also revoke the operating permits. 

Chairman Petersen said he was concerned that the permits might be amended 
to fit the fact. Director Hansen said there was no question requirements 
would be complied with. What the Department would be doing is that permit 
changes would be contemplated depending upon the operation of the 
facility. The change in the nitrogen oxide permit limit, Director Hansen 
said, was not a change being contemplated merely to accormnodate the 
company, but will allow standards to be maintained and the plant to be 
able to operate. The Commission indicated satisfaction with the 
explanation on the compliance issue. 
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Introducing the percent allocable to pollution control question, Chairman 
Petersen said the Commission needs to decide (according to ORS 468.190) the 
portion of costs allocable to the reduction of solid waste by using the 
five.factors stated in the statute. He said there had been a lot of 
discussion about whether or not the Commission should consider all the 
factors. It was Chairman Petersen's opinion that the Legislature gave the 
Commission a great deal of latitude to use its best judgment in inaking the 
decision. He said it was important to consider all the factors, even 
though the Commission may make a finding that one or more factors are not 
really applicable to the situation. Chairman Petersen said it was also 
important to come up with a composite result. 

Director Hansen said when the Department looked at the issue of a garbage 
burner it looked at a series of factors with different computations on 
what the percent allocable to pollution control result in. One of the 
issues was the reduction of garbage into ash, which resulted in about an 
87% reduction, and therefore one basis of being able to aetermine what 
the percent allocable was would be to lcok at that waste reduction. 

Another issue, Director Hansen said, was the facility also generates 
electricity and the efficiency of that conversion of waste to electricity 
should also be considered. That canputation resulted in 71% allocable to 
pollution control based on boiler efficiency. · 

The project does provide a certain level of profit, Director Hansen 
continued, and the computations that are associated with the return on 
investment analysis came out to the lower 50% range. 

Looking at the above three factors, Director Hansen asked what.was the 
prime purpose of the facility. The Department's answer was that it was 
waste reduction and concluded that it makes reasonable sense to provide 
extra weighting to that canputation. The other factors of the production 
of electricity and the return on investment are important factors but are 
not the primary purpose of the operation of the facility. Therefore, they 
should be considered, but at some lesser level. The Department's proposal 
was for the Commission to consider that a double weighting be made to the 
prime purpose of the facility and the other two significant factors should 
receive a one weighting. When that averages out it works out to be 75.5% 
allocable cost to pollution control. Director Hansen said it made best 
sense in the long-run to be able to consider a variety of factor$ in a 
facility such as a garbage burner because the facility had multiple 
purposes. Director Hansen was proposing this to the Commission as a way 
to provide for the computation and arrive at a percent allocable number. 

Chairman Petersen said that the majority of the tax credit decisions the 
commission makes are more straight forward tnan this one and that is why 
the Commission was struggling with this particular tax credit application 
as it was the first time it had to deal with this type of facility. 

Regarding the weighting of factors to cone up with the final percent 
allocable, Chairman Petersen said the Department was suggesting a weighting 
of two on the reduction factor, and a weighting of one on the efficiency 
and return on investment elements. He asked if it was the Department's 
suggestion that the actual amount of weight be determined by the Commission 
on a case-by-case basis, or did the Department think it was advisable for 

-3-



the Commission to adopt the 2-1-1 weighting as a rule. Director Hansen 
said that issue needed to be looked at more thoroughly before he would say 
that those were the exact numbers to be applied in each case. He said 
there was no question that there should be a heavier weight on factors 
which are the prime purpose and a lesser weight on factors that are 
significant but not prime, at least in this case. However, he said the 
Department would like to do more thinking abOUt this method's applicability 
in other situations where the weighting might be important. Director 
Hansen said the Department would warit to be able to do that through the 
Commission's rule making process. Chairman Petersen and Canmissioner 
oenecke indicated their agreement with Director Hansen. 

The Canmission then moved through the five factors in 468.190, making 
findings as required. 

468.190(1) (a) If applicable, the extent to which the facility is used 
to recover and convert waste products into a salable or usaole 
commodity. 

Chairman Petersen said he tended to agree with the applicant that the only 
use of the facility is to reduce solid waste by a recovery process that 
produces electricity that is a salable commodity. He said that was 
obviously a factor the Commission needed to consider and he tended to 
agree that this factor ought to be given the greatest weight. He said he 
did not think that the efficiency of the boiler belonged in this particular 
factor. If the Canmission were to consider the boiler efficiency, Chairman 
Petersen said, it should fall under 468.190(1) (e). 

Chairman Petersen said the emphasis in this factor was on the use of the 
facility which in this case is clearly to reduce solid waste. Commissioner 
Buist indicate<.1 her agreement. 

Michael Huston, Assistant Attorney General, canmented that it would not 
maKe any difference whether the salable or usable cormnodity question is 
considered under sunsection (a) or (e). Technically, it would not seem to 
ccmply with the conversion of subsection (a) , but might be better viewed as 
an other relevant factor under sUbsection (e). 

468.190(1) (b) The estimated annual percent return on investment in the 
facility. 

Chairman Petersen thought that what the Legislature was saying in this 
subsection was that the state wants to provide an incentive to purchase 
equiµnent for facilities that will reduce pollution. But by the same 
token, if these facilities realize a return on their investment they should 
not get a windfall at the taxpayers expense. He believed that the 
Legislature wanted the Canmission to take it into consideration. The 
eanmission agreed with Chairman Petersen's analysis. 

Chairman Petersen said he was not sure the Canmissison's present rules were 
adequate to cover this subsection. He said he would end up recommending 
the Department go back to the drawing board on this issue. 
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Regarding the issue of the sale of the tax credit, Chairman Petersen said 
the Cormnission had heard argLDnents on both sides. In thinking about this, 
Chairman Petersen, said he really did not believe that the disposition of 
tax credits ought to be a factor in any way in the calculation. On page 2 
of the staff report, he continued, the Department says that if the 
Cormnission were to decide that the sale of tax credits should be taken into 
consideration, "the entire effect of the tax credit sale should be 
eliminated fran the ROI calculations." He asked what the Department meant 
by that statement and what would be the effect. 

Lydia Taylor, Administrator of the Department's Management Services 
Division, said she meant that in the original application by the company 
it had included in its calculations a reduction in anticipated revenue due 

·to the pass-through of tax credits to Marion County. It was the 
Department's feeling that if the pass-through were allowed, the revenue 
should be included and both sides of that formula should be included. or, 
if the Cormnission determined that the tax credit should not be included at 
all, it should be eliminated completely so that the tax credit had no 
impact upon it and the result would be that the revenue would not be 
counted, nor would the reduction in revenue be counted. 

Dick Cantlin, representing Ogden-Martin Systems, Inc., said fran their view 
taking the effect out would fall under subsection (e). What the Company 
argued was that taking it out still requires the Canpany to show a 
deduction for the am:iunt. Ms. Taylor said the Department did not agree. 
She said the difference was if the $600,000 per year deduction was allowed, 
but the· $6 million in revenue was not allowed it severely skews the return 
on investment to show that there was a.great deal less return on investment 
by ignoring half of what has occurred in that transaction. 

Chairman Petersen asked for a quantification of leaving out both sides of 
the equation. Ms. Taylor said it would result in a difference in the 
annual cash flow. She said the annual cash flow that would include the tax 
credit on both sides would be $12.5 million. The annual average cash flow 
without it would be $4.3 million. The difference in the return on 
investment percent allocable would be approximately 3%. The difference 
being if consideration of the tax credit is deleted entirely, 56.89% 
is the percent allocable due to return on investment. 

Chairman Petersen proposed that both sides of the use of tax credits issue 
be eliminated from the calculation. Commissioner Denecke clarified that 
that would change the calculation by $600.,000. 

Director Hansen said what the Commission had before them was a decision in 
the whole financial package that contemplated from the very beginning the 
sale of the tax credit and therefore ought to be considered a part of the 
deal. In addition, where it become a sale. as opposed to being taken by the 
company, it becomes a comrocx:lity.and as a result the revenue should be taken 
into account. Chairman Petersen said he did not think much of Director 
Hansen's colllllDdity argument. He said he did not think it was a cO!llllKldity 
within the meaning of the statute and was still persuaded by the fact that 
the Schedule 5 was a pre-tax calculation. 
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Chairman.Petersen asked hOIN the Department would view the matter if it knew 
in advance the applicant was going to use the tax credit. Director Hansen 
said that under the computation it is a pre-tax calculation and the 
decrease in taxes is not shOINO because the expenditure on taxes is not 
picked up as part of the computation. He said it is picked up only if 
it is sold'. 

Chairman Petersen was troubled by the fact that the statute all01Ns the sale 
of tax credit and there are different results between applicants. Director 
Hansen said it was a debatable issue. 

The Canmission indicated agreement with Chairman Petersen on this issue. 

Chairman Petersen said the next issue was the conversion frc:.m variable 
interest rate to fixed interest rate. He said there were two issues here, 
one is the effect on revenue from changing rates. The other is the cost of 
converting. Chairman Petersen said this issue caused him the most problem. 
The applicant argues that they could have delayed the decision to convert 
until after the tax credit was issued and thereby avoid the problem. 
Chairman Petersen asked if this was true would there have been anything the 
Canmission could have done to revoke or amend the certificate, or could the 
certificate be conditioned in advance on certain factors and if those 
factors change could the percent allocable change. Director Hansen replied 
that a computation made to issue the tax credit before conversion would 
have included just the interest rate of the lOIN floaters and nothing else. 
Mr. Huston said the Canmission did not have any express authority in the 
statute to condition a certificate, it woul!'I have to be implied, and Mr. 
Huston did not see the latitude for that. 

Canmissioner Denecke said it was his reaction that for good financial 
reasons the County did switch and that was the system of financing the 
Canmission was nOIN faced with. What the County could have done really 
should not enter in to the Canmission's thinking. Canmissioner Bishop 
agreed and said the Canmission should just take what is actual cost of 
financing and include it. In response to Canmissioner Denecke, Ms. Taylor 
said the cost of conversion was $1.2 million, and the alternatives might be 
(if the Canmissi6n determines to include them in the cost of the facility), 
(1) to amortize those costs, or (2) to include the entire cost. 
Clarifying, Ms. Taylor said the costs would be amortized over the life of 
the debt as was done with other bond costs. Director Hansen said it would 
all be part of the debt financing costs and should be spread evenly across 
the whole of the debt. 

Ms. Taylor said if the cost were amortized,. it would add $270,000 to tne 
Department's reconmended cost of the facility. If the entire amount were 
added, she said, $1.2 million would be added to the cost of the facility. 
The total difference with an amortized costs the Department's reconmended 
cost of the facility is·$51,336,505. If the entire cost of conversion were 
added to the cost of the facility the Department's recaimended amount would 
be $52,335,027. 

Chairman Petersen said if the Canmission were to include the debt service 
at the fixed rate rather than the variable rate hOIN would that be offset by 
the cost of conversion. He asked if it would be more equitable to take the 
total cost or the amortized cost. Ms. Taylor said there could be a 
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reasonable argument made for including the full amount. She said it was up 
to the Commission to determine which is more fair. Director Hansen said a 
strong argument can be made for .the fact that the conversion cost ·is unique 
fran the across-the-ooard financing. Chairman Petersen said that fran what 
he understood no one would consider low floaters for the life of· the 
project, and there had to be sane anticipation that co.nversion would be 
necessary. 

Chairman Petersen said he thought the Commission ought to take the actual 
debt service. He was troubled by the timing question and the only way the 
Carnmission could deal with that was by future rule making. 

Chairman Petersen proposed that the revenue impact of the debt conversion 
be considered as well as the cost of the conversion which would be $1.2 
million. He said he thought this would be the equitable offset. 
Carnmissioner Bishop asked why this would be more equitable than 
amortizing. Chairman Petersen said he was sure it was a cost which was 
contemplated in this prOJect. The Carnmission agreed with Chairman 
Petersen's proposal. 

Ms. Taylor said if the cost of the facility was adjusted to include the 
total cost of conversion the cost of the facility, according to her 
calculations, would be $52,335,027. Mr. Cantlin agreed that Ms. Taylor's 
calculations were correct. 

468.190(1) (c) If applicable, the alternative methods, equipment and 
costs for achieving the same pollution control objective. 

Chairman Petersen said the Canmission had not heard anything about· 
alternative methods. Director Hansen said that when looking at alternative 
methods, that subsection (c) applies most appropriately to more traditional 
forms of pollution control equipnent on industrial-type facilities. In 
this oontext, only apple and orange type comparisons can be made. It was 
the Department's conclusion, Director Hansen said, that this factor is not 
applicable to the computation. Canmissioner Denecke commented that the 
Canmission knows the political problems with landfilling, which is the most 
available alternative, and other alternatives are untried for any volume of 
garbage. · 

Chairman Petersen said the Canmission had considered subsection (c) and 
decided it was not relevant. 

468.190(1) (d) Any related savings or increase in costs which occur or 
may occur as a result of the installation of the facility. 

Chairman Petersen said he felt this factor was too vague to apply to this 
situation. Director Hansen said that.wherever there might be relevancy the 
Department would consider that would be picked up in subsection (b) 
canputation. 

canm.issioner Buist asked if the cost to the custaner was relevant. 
Director Hansen said that it was very difficult to apply that cost to this 
situation. He said a landfill may or may not be less expensive than the 
garbage burner. He said the Department did not necessarily think that the 
savings are either computable or very germane to the analysis. Director 
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Hansen said the Department just did not see how it would apply. 

The Commission agreed subsection (d) did not apply. 

468.190(1) (e) Any other factors which are relevant in establishing 
the portion of the actual cost of the facility properly allocable to 
the prevention, control or reduction of air, water or noise pollution 
or solid or hazardous waste or to the recycling or properly disposing 
of used oil. 

Chairman Petersen said the Department had suggested in its proposal that 
the efficiency of the boiler is another relevant factor. Chairman Petersen 
said the only other factor he saw was the legislative priority of handling 
solid waste; considering landfilling as a last resort. He said this 
facility does comply with the wishes of the legislature to avoid 
landfilling. 

Commissioner Brill commentea that in the Medford area landscape gardeners 
are using the ash fran the garbage burners in the area. So the use of the 
ash, Commissioner Brill said, was worth thinking about. 

Chairman Petersen said he was a little troubled about boiler efficiency 
being considered. Ms. Taylor said when the Department talked about using 
that particular factor, it considered that the law talks about solid waste 
facilities which recover a produ~t or create energy. She said the boiler 
efficiency speaks to the creation of that energy and therefore is an 
appropriate factor to consider. 

In response to concerns expressed by Chairman Petersen, Commissioner 
Denecke said that in the materials he had received Ogden-Martin stated that 
its boilers are fran 67-71% efficient. Michael DOWns, Administrator 
of the Department's Hazardous and Solid Waste Division, said the 
calculation on boiler efficiency was specific to this particular facility, 
however, there would be similar results fran other facilities. 

Chairman Petersen said he did not feel strongly one way or the other about 
inclucting the boiler efficiency. He said it did not seem that relevant to 
him, but he would not object if the rest of the Commission wanted to 
include it. The Commission agreed. 

Chairman Petersen said that now, after finishing discussing each factor, 
the Commission needed to decide on the Department's proposal to weigh the 
factors differently. He said the Department proposed a weighting of two in 
the case of reduction, one in the case boiler efficiency, one in the case 
of the return on investment. 

Commissioner Denecke said he agreed with the weighting proposal. He said 
he was influenced by the statute specifically saying that the tax 
credits are to control or reduce solid waste as well as other waste by 
giving tax credit. Commissioner Denecke said the only purpose of this 
facility was to reduce solid waste and therefore that factor should be 
given a double weight. 
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Canmissioner Buist commented that this was a very reasonable proposal, .and 
in the end it was really arbitrary because the guidelines are just that and 
the Canmission has to make its own way through th~se guidelines. 

Chairman Petersen said the only number that needed to be recalc.ulated based 
on the Canmission's decisions so far is the return on investment number. 
Canmissioner Buist said the 87% reduction number was still questionable in 
her mind. Director Hansen said that was a computation in terms of volume 
reduction that was provided by the applicant, it was not one that the 
Department had independently recalculated. Ms. Taylor said she believed 
the applicant had asked for that number fran an independent firm. Mr. 
Cantlin explained that the 87% was computed by Brown and Caldwell, an 
independent consulting.engineering firm. Mr. Cantlin said the applicant's 
own internal calculations are higher than 87%, but they are willing to 
accept the independent engineering report at 87%. Canmissioner Buist was 
satisfied with this explanation. 

In response to Chairman Petersen's questions about the actual costs of the 
facility given the Canmission's earl.ier decisions, Ms. Taylor said the 
staff had anticipated the alternatives and projected what the percent 
return on investment would be under different options the Camnission might 
choose. Ms. Taylor said the option chosen by the Canmission where the sale 
of the tax credit is deleted results in a return on investment of 56.897% 
Working through the weighting calculation, Chairman Petersen said a 
weighting of two would be given to 87% which is 174.0%; a weighting of one 
on the 71.000%; a weighting of one on the return on investment of 56.897%; 
the total is then 301.897% which is divided by four for a final figure of 
75.474%. Mr. Cantlin said the computation would need to be rounded to the 
nearest wnole percent which would be 75.5%. 

Chairman Petersen asked for a motion to determine that the percent 
allocable to this facility is 75.5%. Canmissioner Denecke so MJVED, 
Canmissioner Buist seconded, and the motion passed unanimously. 

Mr. Huston said the statutes require that a written notice and concise 
statement of findings and reasons for the Canmission's decision be issued. 
and asked for·a provision be made for that. He suggested the Department be 
authorized to develop those findings and reasons consistent with the 
Canmission's delioerations and either circulate among the Commission or 
have the Chair authorized to sign that notice. The Canmission agreed with 
Mr. Huston's suggestion, and Chairman Petersen with the agreement of the 
Canmission, would review the notice and sign it. 

Mr. Cantlin asked when the Certification would take place. Chairman 
Petersen said it would occur as soon as the Certificate was sent to him, 
and clearly before the end of the year. 

Ms. Taylor said the law states that the percent allocable must be rounded 
to the nearest whole percent. Chairman Petersen said the staff knows what 
the Canmission's decision is, and has all of the the elements needed to go 
in to the computation. He said the Commission would defer the final 
checking of the numbers to the applicant and the Department to make sure 
that it complies with the statute and the Commission's decision. 
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Chairman Petersen MOl/ED to defer any action on agenda item G fran the 
December.12, 1986 EQC meeting dealing with changes to the tax credit rules, 
and direct the Department to prepare proposed amendments to the tax credit 
rules which would not only include the previously proposed items in agenda 
item G, but also additional items the Department believes require 
clarification for facilities of this type. 

Director Hansen recalled for the Canmission testinony on this item at the 
December 12 meeting fran Willamette Industries. Ms. Taylor said there were 
two items that Willamette Industries testified about. One was they 
concurred that the Department could not retroactively issue a tax credit 
certificate. The other issue was whether or not the Department could issue 
a tax credit after 10 years had elapsed after the date of first issuance. 
Ms. Taylor said the difference of opinion between the Department of 
Revenue's legal advisor and DEQ's interpretation of the law would indicate 
that if the rules were left as they now stand the tax credit certificate 
could be issued to the new owner without regard to the 10 year limitation. 
Director Hansen said the effect would be that Willamette Industries would 
go to tne Department of Revenue and have a discussion with Revenue on 
whether or not they had anything left on that tax credit which could be 
claimed. Director Hansen said that was the most appropriate setting for 
Willamette Industries to resolve that issue. Chairman Petersen agreed. 

Chairman Petersen's motion was seconded by Canmissioner Denecke and passed 
unanimously. 

There was some discussion about when to set hearings on the proposed 
landfill sites during April. Mr: Downs explained that the window the 
Department had was April 9-21. The Canmission deferred this item to its 
next meeting. 

Chairman Petersen thanked the staff and Mr. Cantlin and his group for all 
the hard work and effort put into this process. 

There being no further business, the meeting was adjourned. 

Respectfully submitted, 

~~~mQv\ 
Carol Splettstaszer () 
EQC Assistant 

OOY396.3 
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BEFORE THE ENVIRONMENTAL QUALITY COMMISSION 

. OF THE STA'IE OF OREGON 

In the Matter of the Certification 
of Pollution Control Tax Credit 
for Columbia-Willamette Leasing 

) 
) 
) 
) 
) 
) 
) 
) 

Findings and Reasons 

On December 19, 1986, the Environmental Quality Commission considered 
the application for tax credits from Columbia-Willamette Leasing for the 
resource recovery facility in Brooks, Oregon. The Commission makes the 
following findings: 

1. Based on statutes and rules, the entire facility is eligible 
for pollution control tax credit. 

2. The facility will achieve compliance with DEQ statutes, rules 
and permit conditions. 

3. In determining the portion of the costs properly allocable to 
pollution control, the following factors have .been considered: 

(a) The extent to which the facility is used to recover and convert 
waste products into a salable or usable commodity. 

The calculated efficiency of the boiler should be used. Based 
on staff calculations the figure is 71 percent. 

(b) The estimated annual percent return on the investment in the 
facility. 

(1) The revenue and deductions based on the sale of the tax 
credit shall be removed from consideration in the return on 
investment calculation. 
(2) Conversion costs shall be included as part of the actual 
cost of the claimed facility making this figure $52,335,027. 
(3) The percentage allocable based on return on investment 
is 56.897 percent. 

(c) The alternative methods, equipment and costs for achieving the 
same pollution control objective. 

This factor applies.to more traditional types of industrial 
tax credits and·should not be used in this case. 

(d) Related savings or increases in costs which occur or may occur 
as a result of the installation of the facility. 

This factor is not computable for this facility and should 
therefore not be used. 

(e) Other factors which are relevant in establishing the portion 
of the actual cost of the facility properly allocable to pollution 
control. 

Based on an independent consultant a waste reduction of 87 
percent can be expected. 

FINDINGS AND REASONS 
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14) The Commission finds it appropriate to apply a combination of 
the factors discussed above in order to determine percent allocable. The 
percent allocable shall be based on .an average of boiler efficiency 

. . 
of 71 percent (factor (a)), return on ·investment of 56.897 percent (factor 
(b)), and volume reduction of 87 percent (factor (e)). Factor (e), volume 
reduction, shall receive a weighting factor of two because it is the major 
purpose of the facility. Although use of the return on investment factor 
alone would result in the smallest percent allocable, the Commission finds 
that use of this factor alone would not adequately reflect other important 
factors including waste reduction and the conversion of waste products 
to electricity which need to be considered in determining percent 
allocable. The use of this combination produces the smallest portions 
of costs allocable resulting from consideration of relevant factors. The 
calculation of percentage allocable therefore is as follows: 

87 .ooo x 2 174. 000 
56.897 x 1 = 56.897 
71. 000 x 1 = 71.000 

301.897 

301. 897 ... 4 = 75.474 

Rounded to nearest percent = 75% 

Summation 

Based on the findings, the Environmental Quality Commission issues 
a Pollution Control Facility Certificate for $52,335,027 with 75 percent 
of actual cost properiy allocable to pollution control to Columbia­
Willamette Leasing Inc. 

FINDINGS AND REASONS 
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James Petersen 
Chairman 
Environmental Quality Commission 

Date 
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certificate a ropy of the notice and election require­
ments imposed by subsection (5) of this section.] 

(5) A person receiving a certificate under this 
section [shall malee an irn!uocable election to talee the 
tax credit relief under ORS 316.097 or 317.072 or the 
ad valorem tax relief under ORS 307.405 and shall 
notify the rommission, within 60 days after the receipt 
of such cerlificate, of his election. This election shall 
apply to the facility or facilities certified and shall 
bind all subsequent transferees. Failure to malee a 
timely notification shall malee the cerlificate ineffec­
h·ve for any tax relief under ORS 307. 405, 316. 097 and 
317.072.] may take tax relief only under ORS 
316.097 or 317.072, depending upon the tax status 
of the person's trade or business except if the 
taxpayer is a corporation organized under ORS 
chapter 61 or 62, or any predecessor to ORS 
chapter 62 relating to incorporation of coopera­
tive associations, or is a subsequent transferee of 
such a corporation, the tax relief may be taken 
only under ORS 307.405. 

(6) If the person receiving the certificate is an 
electing small business corporation as defined in 
section 1371 of the Internal Revenue Code, [and if the 
rorporotion elects to talee tax credit relief, such election 
shall be on behalf of the rorporation 's shareholders.] 
each shareholder shall be entitled to take tax credit 
relief as provided in ORS 316.097, based on that 
shareholder's pro rata share of the certified cost of the 
facility. 

(7) If the person receiving the certificate is a part­
nership, [and if the parlnership elects to talee tax credit 
relief, such election shall be on behalf of the partners.] 
each partner shall be entitled to take tax credit 
relief as provided in ORS 316.097, based on that 
partner's pro rata share of the certified cost of 
the facility. 

(8) Certification under this section of a pollution 
control facility qualifying under ORS 468.165 (1) 
shall be granted for a period of 10 consecutive years 
which 10-year period shall begin with the tax year of 
the person in which the facility is certified under this 
section, except that if [the person elects ad valorem tax 
relief the provisions of ORS 307. 405 shall apply] ad 
valorem tax relief is utilized by a corporation 
organized under ORS chapter 61 or 62 the facility 
shall be exempt from ad valorem taxation for a 
period of 20 consecutive years from the date of 
its first certification by the commission. 

[ (9) (a) A facility rommenced prior to IJecember 31, 
1980, and qualifying under ORS 488.165 (l)(c) shall 
be cerlified if it meets such requirements.] 

[(b) For a facility rommenced after JJecember 31, 
1980, and prior to IJecember 31, 1983, the commission, 
in addition to, and not in lieu o't the requirements 
under ORS 488.165 (l)(c) shall only cerlify such a if it 
meets one of the following conditions:] 

[(A) That the facility is necessary to assist in solv­
ing a severe or unusual solid waste, hazard-Ous wastes 
or used oil problem;] 

[(BJ That the facility will provide a new or differ­
ent solution to a solid waste, hazardous wastes or used 
oil problem than has been previously used, or the facil-

ity is a significant modification and improvement of 
similar existing facilities; or] 

[(CJ That the deparlment has rerommended the 
facility as the most efficient or environmentally sound 
method of solid waste, hazardous wastes or used oil 
control.] . 

[(c) Except as provided in paragraph (d) of this 
subsection, such a facility cerlified after IJecember 31, 
1983, shall be certified pursuant to the procedures, 
costs properly allocable and all other matters as if it 
were a facility subject to cerlification under ORS 
488.165 OXaJ.] 

[(d) A facility rommenced prior to December 31, 
1983, which qualifies under ORS 468.165 (J)(c) and is 
used for resource rerovery as defined in ORS 459.005 
shall be subject to the cerlification requirements of 
paragraph (b) of this subsection but shall not be sub­
ject to paragraph (c) of this subsection regardless of 
the date such facility is cerlified.1 

[(JO}] (9) Portions of a facility qualifying under 
ORS 468.165 (l)(c) may be certified separately under 
this section if ownership of the portions is in more 
than one person. Certification of such portions of a 
facility shall include certification of the actual cost of 
the portion of the facility to the person receiving the 
certification. 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 316.097 [(JO}] (8) or 317.072 (8), 
whichever is applicable, shall apply to any sale, ex­
change or other disposition of a certified portion of a 
facility. 

SECTION 4. ORS 468.190 is amended to read: 
468.190. (1) In establishing the portion of costs 

properly allocable to the prevention, control or reduc­
tion of air, water or noise pollution or solid or haz­
ardous waste or to recycling or properly dispos­
ing of used oil for facilities qualifying for 
certification under ORS [488.165 (J)(a) or (b}] 
468.170, the commission shall consider the following 
factors: 

(a) If applicable, the extent to which the facility is 
used to recover and convert waste products into a 
salable or usable commodity. 

(b) The estimated annual percent return on the 
investment in the facility. 

(c) If applicable, the alternative methods, equip­
ment and costs for achieving the same pollution con­
trol objective. 

(d) Any related savings or increase in costs which 
occur or may occur as a result of the installation of 
the facility. 

(e) Any other factors which are relevant in estab­
lishing the portion of the actual cost of the facility 
properly allocable to the prevention, control or reduc­
tion of air, water or noise pollution or solid or haz­
ardous waste or to recycling or properly dispos­
ing of used oil. 

(2) The portion of actual costs properly allocable 
shall be[:] 

[(a) Eighty percent or more.] 
[(b) Sixty percent or more but less than 80 percent.] 
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[(cJ Forly percent or more but less than 60 percent.] 
[(dJ '/Wenty percent or more but less than 40 

percent]. 
[(eJ Less than 20 percent.] from zero to 100 per­

cent in increments of one percent. If zero percent 
the com.mission shall issue an order denying 
certification. 

(3) The commission may adopt rules establish­
ing methods to be used to determine the portion 
of costs properly allocable to the prevention, 
control or reduction of air, water or noise pollu~ 
tion or solid or hazardous waste or to recycling 
or properly disposing of used oil. 

SECTION 5. ORS 307.420 is amended to read: 
307.420. Before any exemption from taxation is 

allowed under ORS 307.405, the person claiming the 
exemption shall file with the county assessor a writ­
ten claim for such exemption prepared on a form 
prescribed by the Department of Revenue and fur­
nished by the assessor, and shall file with the assessor 
with [his] the first claim for exemption the certificate 
issued by the Environmental Quality Commission 
under ORS 468.170 covering the property for which 
exemption is sought. The claim shall be filed not later 
than April 1 in the first year in which the exemption 
is claimed; except that if the person receives [his] a 
certificate [either before or] after April 1 [and makes 
his election to receive ad valorem tax relief, as required 
by ORS 468.J70, after April J and] but before July 1, 
[he] the person may file a claim on or before July 15 
of that calendar year. The county clerk shall record 
the certificate in the county record of deeds, upon 
presentation by the assessor. Each year thereafter to 
continue such exemption, the taxpayer must file not 
later than April 1 a statement with the county asses­
sor, on a form prescribed by the Department of Reve­
nue and furnished by the assessor, stating that the 
ownership of all property included in the certificate 
and its use remain unchanged. 

SECTION 6. ORS 316.097 is amended to read: 
316.097. (1) A credit against taxes imposed by 

this chapter for a pollution control facility or facilities 
certified under ORS' 468.170 shall be allowed if the 
taxpayer qualifies under subsection [(5)] (4) of this 
section [and has not claimed an exemption therefor 
under ORS 307.4051. 

(2)[(a)] For a facility [qualifying] certified under 
ORS [468.165 (l)(aJ or (b)] 468.170, [and having a 
useful life of JO years or longer,] the maximum credit 
allowed in any one tax year shall be the lesser of the 
tax liability of the taxpayer or one-half of the certi­
fied cost of the facility multiplied by the certified 
percentage allocable to pollution control, divided 
by the number of years of the facility's useful life. 
The number of years of the facility's useful life 
used in this calculation shall be the remaining 
number of years of usefUI life at the time the fa­
cility is certified but not less than one year or 
more than 10 years. [the following portion of the cost 
of the facility:] 

[(AJ If the portion of the actual cost of the facility 
properly allocable to the prevention, control or reduc-

tion of ai·r, water or noise pollution is 80 percent or 
more, five percent of the cost of the facility.] 

[(BJ If the portion of the actual cost of the facility 
properly allocable to the prevention, control or reduc­
tion of air, water or noise pollution is 60 percent or 
more and less than 80 percent, four percent of the cost 
of the facility.] 

[(CJ If the portion of the actual cost of the facility 
properly allocable to the prevention, control or reduc­
tion of a1·r, water or noise pollutWn is 40 percent or 
more and less than 60 percent, three percent of the cost 
of the facility.] 

[(DJ If the portion of the actual cost of the facility 
properly allocable to the prevention, control or reduc­
tion of air, water or noise pollution is 20 percent or 
more and less than 40 percent, two percent of the cost 
of the facility.] 

[(EJ If the portion of the actual cost of the facility 
properly allocable to the prevention, control or reduc­
tion of air, water or noise pollution is less than 20 
percent, one percent of the cost of the facility.] 

[(bJ For a facil#y qualifying under ORS 468.J65 
(JJ(aJ or (bJ, and having a useful life of less than JO 
years, the maximum credit allowed in any one taxable 
year shall be the lesser of the tax liability of the tax­
payer or the following:] 

[(AJ lf the portion of the actual cost of the facility 
properly allocable to the prevention, control or reduc­
tion of air, water or noise pollution is 80 percent or 
more, 50 percent of the cost of the facility, divided by 
the number of years of useful life of the facility.] 

[(BJ If the portion of the actual cost of the facility 
properly allocable to the prevention, control or reduc­
tion of air, water or noise pollution is 60 percent or 
more and less than 80 percent, 40 percent of the cost of 
the facility, divided by the number of years of useful 
life of the facility.] 

[(CJ If the portion of the actual cost of the facility 
properly allocable to the prevention, control or reduc­
tion of air, water or noise pollution is 40 _percent or 
more and less than 60 percent, 30 percent of the cost of 
the facility, divided by the number of years of useful 
life of the facility.] 

[ (1J J lf the portion of the actual cost of the facility 
properly allocable to the prevention, control or reduc­
tion of air, water or noise pollution is 20 percent or 
more and less than 40 percent, 20 percent of the cost of 
the facility, divided by the number of years of useful 
life of the facility.] 

[(EJ If the portion of the actual cost of the facility 
properly allocable to the prevention, control or reduc­
tion of air, water or noise pollution is less than 20 
percent, J 0 percent of the cost of the facility, divided by 
the number of years of useful life of the facility.] 

[(cJ For facilities having a useful life of less than 
JO years and for which some portion of the maximum 
total credit is allowed or allowable in tax years begin­
ning on or after January J, J977, such remaining 
credit shall be prorated over the remaining useful life 
of the properly under administrative rules to be pre­
pared by the department.] 

[(3XaJ For a facility qualifying under ORS 
468..J65 (l)(cJ, and having a useful life of JO years or 
longer, the maximum credit allowed in any one tax 
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