Renewable Energy & Direct Public
Revenue in Oregon
The aim of this report is to provide
information regarding public revenues resulting
from renewable energy development and assist
decisionmakers in making informed policy
decisions concerning renewable energy projects
by explaining some of the relevant state and
federal laws that incentivize renewable energy
development and quantifying the direct, longterm, property-tax revenue that Oregon counties
receive from renewable energy projects.
Because this report focuses on property tax
revenue, only renewable energy projects that are
subject to property taxes within Oregon are
analyzed and discussed. Many renewable energy
projects in Oregon are exempted from local
property taxes by two provisions of state law.
1
First, alternative energy systems that are net
metering facilities or are “primarily designed to
offset onsite electricity use” are exempt from
2
property tax. Second, publicly owned property
that is used for public purposes is exempt from
3
property tax. This shields publicly owned
renewable energy projects from property

taxation, even if the projects are not net metering
systems or primarily designed to offset onsite
electric use. As a rule, only privately owned
renewable energy projects that primarily produce
electricity for use offsite are subject to property
4
taxes in Oregon. Payments from these projects,
totaling almost $32 million in tax year 2017–
2018, are a growing source of stable revenue for
Oregon counties and local taxing districts.
Part I discusses and analyzes trends in
renewable energy development and related
property tax revenue. Part II provides a brief
overview of property taxes in Oregon as well as
an in-depth discussion and analysis of the three
property tax abatement programs utilized by
renewable energy developers. Part III contains a
brief overview of three federal laws that enable
and incentivize development of renewable energy
projects at the community and utility-scale in
Oregon. This report does not analyze other
benefits or costs associated with renewable
energy projects, such as reduced air pollution or
aesthetic impacts.
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I. RENEWABLE ENERGY TRENDS & DIRECT REVENUE IN
OREGON
Over the past ten years, Oregon has seen a
significant increase in the number of renewable
energy projects and installed renewable energy
capacity. The number of projects has increased
from 41 to over 100, and the nameplate capacity
has increased by 64%, from 2,200 MW to 3,611

MW. In tax year 2017–2018, direct payments to
counties and taxing districts from renewable
energy projects totaled over $31.7 million.
However, these projects and their benefits have
not been evenly distributed across renewable
resources or counties.

Figure 1: Overall Trends in Renewable Energy Growth in Oregon
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A. RENEWABLE ENERGY TRENDS IN OREGON
Renewable energy facilities in Oregon are
powered by a wide array of resources, including:

solar, wind, biogas, biomass, geothermal, hydro,
and solid waste incineration.

SOLAR
Solar, a relative newcomer in the renewable
energy generation sector in Oregon, currently
comprises a relatively small amount (8.5%) of
Oregon’s total renewable energy generation
capacity. However, that amount has been
growing rapidly. In the past ten years, installed

solar capacity has increased by almost 280% and
spread throughout the state. To date, thirteen
counties—Clackamas, Crook, Deschutes, Jackson,
Jefferson, Klamath, Lake, Malheur, Marion,
Multnomah, Polk, Umatilla, and Yamhill
5
Counties —have solar facilities subject to
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property taxes in Oregon. Solar projects subject
to property taxes have been proposed in
additional counties, including Gilliam, Morrow,
6
and Wasco Counties.
Solar is poised to grow even more rapidly in
the coming years as additional utility-scale solar
farms come online. The Gala Solar project in
Crook County increased the total nameplate
capacity of operating solar projects subject to
property taxes in Oregon by 22% when its 56
MWs came online in 2018. Either of the
proposed 400 MW Obsidian Solar Center in Lake
County or 303 MW Bakeoven Solar Project in
Wasco County would significantly increase
7
currently existing solar nameplate capacity.
While these large projects may drive Oregon’s
total installed solar capacity in the coming years,
most solar projects in Oregon are communityscale PURPA projects. Before the Gala Solar
project came online, the largest solar facility in
Oregon was 13 MWs and the average facility was
5.7 MWs. Based on the considerable number of

PURPA contracts filed with the Oregon Public
Utility Commission, most new solar projects in
Oregon will continue to be community-scale
PURPA projects.
Another potential area for solar-related
revenue growth for counties and taxing districts is
community solar. Community solar facilities,
which allow electric rate-payers offset or reduce
some of their electric bills by participating in
community-scale, centralized solar projects are
not exempt under current law from property
taxation. Whether the community solar program
succeeds and develops into a revenue source for
counties and taxing districts depends in large part
on Oregon Public Utility Commission regulations.
A Community solar program that allows ratepayers in urban areas to participate in solar
facilities in rural areas would support
infrastructure investment in rural areas and
establish sources of stable, long-term revenue for
rural counties and taxing districts.

Figure 2: Solar Energy Growth in Oregon
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WIND
Utility-scale wind is the primary driver of
renewable energy generation capacity in Oregon.
Wind accounts for almost 87% of the renewable
nameplate capacity in Oregon, a percentage that
is unlikely to decrease with almost 1.5 gigawatts
(GW) of utility-scale wind power in the
8
approval/construction pipeline.

While utility-scale wind dominates the
renewable energy generation capacity in Oregon
in size, it grows in fits and spurts as large projects
come online. In the past ten years, Oregon’s wind
capacity has grown by 56%.
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Figure 3: Wind Energy Growth in Oregon
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To date, only six counties have windfarms and
a handful of utility-scale projects are responsible
for almost two-thirds of Oregon’s wind
generation capacity. However, it is important to
note that there is a significant amount of wind
development that occurs at the community-scale.
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In the past two years, over 60 MWs of
community-scale wind generation capacity has
come online in Oregon, bringing the total amount
of community-scale wind capacity in Oregon to
over 145 MWs.

Figure 4: Allocation of Wind Generation Capacity by Project
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BIOGAS, BIOMASS, GEOTHERMAL, HYDRO, & SOLID WASTE INCINERATION
Non-solar and -wind renewable energy
facilities typically have higher capacity factors
than solar and wind facilities.
Figure 5: Average Capacity Factor of Renewable Facilities
Resource
Solar Photovoltaic
Wind
Conventional Hydro
Biomass
Landfill Gas/Solid Waste Incineration
Geothermal
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Capacity
Factor
25.7%
34.6%
43.1%
57.8%
68.0%
74.0%

This means that 1 MW of geothermal capacity
will produce almost three times as much power as
1 MW of solar capacity over the course of a year.
Non-solar and -wind sources are also
important because they can often provide firm
power in contrast to the intermittent nature of
power generated by wind and solar facilities.
Oregon has fourteen energy facilities in this
category with a nameplate capacity of just over
100 MWs—legacy hydro projects were excluded
10
from this analysis. These projects are in Benton,
Jackson, Jefferson, Klamath, Linn, Malheur,
Marion, Morrow, and Tillamook Counties.

B. DIRECT REVENUE FROM RENEWABLE ENERGY PROJECTS IN OREGON
Total direct payments to counties and taxing
districts in tax year 2017–2018 totaled over
$31.75 million, up from $28.50 in tax year 2014–
2015—an average increase of 3.42% per tax year.
In the past four years, renewable energy projects

have paid over $120 million to counties and
taxing districts in Oregon. For more detailed
information, see the tables appended to this
report.

DISTRIBUTION OF DIRECT PUBLIC REVENUE IN TAX YEAR 2017–2018
Remaining Counties
$1,907,726.81
Malheur
$2,322,817.13
Morrow
$2,515,607.03

Sherman
$12,654,203.71

Umatilla
$2,768,317.93

Gilliam
$9,585,159.69
Figure 6: Public Revenue from Renewable Energy Projects in Tax Year 2017–2018 by County

Just as the generation capacity is not evenly
distributed among renewable energy resources,
direct revenue to taxing jurisdictions is not evenly
distributed in Oregon. In tax year 2017–2018,
only nineteen out of Oregon’s thirty-six counties
received property tax revenue from renewable

11

energy projects. Of those nineteen counties,
five were responsible for roughly 95% of the
direct revenue from renewable energy projects.
This distribution is primarily driven by the
outsized impact of utility-scale windfarms.
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DISTRIBUTION OF COMMUNITY-SCALE DIRECT PUBLIC REVENUE IN TAX YEAR 2017–2018
At the community scale (≤20 MW), the
revenue, while less, is more evenly distributed

among counties, with Malheur County being the
only significant outlier.

Figure 7: Direct Public Revenue from Community-Scale Renewable Energy Projects in Tax Year 2017–2018
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DISTRIBUTION OF DIRECT PUBLIC REVENUE FROM SOLAR PROJECTS
Direct public revenue from solar projects has
increased twelve-fold in the past four years, from
around $165,000 to over $2,000,000, as projects
have come online and some tax abatements have
expired. These numbers do not include the
significant direct public revenue from the Gala
Solar project that begins in tax year 2018–2019.

In tax year 2017–2018, eight counties
received direct public revenue from solar
facilities. This will increase to as many as thirteen
counties in tax year 2018–2018 as projects have
come online in Jackson, Jefferson, Marion, Polk,
and Umatilla Counties.

Figure 8: Direct Public Revenue from Solar Energy Projects in Tax Year 2017–2018 by County
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II. PROPERTY TAXES & RENEWABLE ENERGY IN OREGON
There are several ways in which property
assessment and taxation in Oregon is structured
to support renewable energy projects. Under
Oregon law, taxing districts—counties,
incorporated cities, and certain public
organizations—are authorized to levy property

taxes to defray expenses, subject to limits
imposed by the Oregon constitution and
12
statutory provisions. Renewable energy projects
in Oregon receive both assessment and tax
abatement benefits under state law.

A. CENTRAL ASSESSMENT OF PROPERTY VALUE
Under state law, county assessors typically
13
assess property values. However, most
renewable energy projects are assessed by the
Oregon Department of Revenue instead of by
14
county assessors. Central assessment of utility
properties ensures that those properties, which

often span multiple counties, are assessed
15
uniformly and fairly throughout the state.
Community-scale biomass energy projects do not
receive this benefit and are assessed by county
16
assessors.

B. TAX ABATEMENT PROGRAMS
There are three primary property tax
abatement programs offered by the state that
renewable energy projects leverage: the Rural
Renewable Energy Development Zone (RREDZ),
the Strategic Investment Program (SIP), and
payments in lieu of taxes (PiLoT). One important
reason that these are the preferred tax
abatement programs is that they either do not
have eligibility criteria tied to employment metrics

or such requirements may be waived in certain
17
circumstances. Most renewable energy projects
do not generate enough long-term jobs to qualify
property tax abatement programs with
employment criteria. Counties and cities play an
active role in these programs and no abatement
can be issued without the approval of the county
(and city) in which the project is located.

RURAL RENEWABLE ENERGY DEVELOPMENT ZONES
Historically, the RREDZ tax abatement
program has been the primary property tax
abatement claimed by renewable energy projects
that were ineligible for the SIP, discussed below.
The RREDZ abatement provides an abatement
over twenty years equal to roughly 15% to 25%
of property taxes that would otherwise have been
levied. With the introduction of the solar PiLoT,
discussed below, solar projects will likely
transition away from use of the RREDZ
abatement. Eligible non-solar projects that are too
small to qualify for the SIP will likely continue to
use the RREDZ program.
Under the RREDZ program, counties, cities in
rural areas, or contiguous counties may apply to
the Oregon Business Development Department
for the Department to designate all the
applicant’s rural area as a rural renewable energy
18
development zone. Once a development zone

has been established, businesses may apply for a
RREDZ property tax exemption by filing an
19
application with the zone’s sponsor. While the
RREDZ program does have an eligibility
20
requirement tied to employment, that
requirement may be waived with the consent of
the zone’s sponsor if the developer invests at
21
least $5 million in the project. If the project
meets the eligibility requirements for the zone,
22
the tax abatement must be granted. The
abatement granted by RREDZ program exempts
eligible renewable energy projects from ad
valorem taxes for the first three years of
23
operation. With the consent of the zone’s
sponsor, the abatement may be extended for up
24
to two additional years. This program remains a
fallback option for solar projects in RREDZs,
should the situs county refuse to enter into a
25
PiLoT agreement.
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STRATEGIC INVESTMENT PROGRAM
The SIP is a state-administered program geared
towards projects requiring significant capital
investment that allows businesses—with local
government approval—to exempt a portion of
that investment from property taxes for fifteen
years. The SIP has, in the renewable energy
sector, historically been used by utility-scale
windfarms because those projects have been the
only renewable energy projects requiring a large
26
enough capital investment to qualify for the SIP.
If a project’s capital cost meets or exceeds $25
million in a rural area or $100 million in a nonrural
27
area, the project’s developer may ask the local
county to hold a public hearing to consider the
developer’s request for an abatement under the
28
SIP. If the county agrees to enter into a SIP
agreement with the developer, the agreement is
sent on to the Oregon Business Development
Commission. If the Commission determines that a
project is eligible for the SIP, the project receives
29
a fifteen-year tax abatement. The amount of the
abatement varies depending on the location of
the project, the size of the monetary investment,
and decreases by 3% each year until the
abatement sunsets after fifteen years.

In nonrural areas, the portion of the project’s
real market value that exceeds $100 million is
30
exempt from ad valorem taxation. In rural areas,
the SIP contains three different abatement
brackets shown in the table below.
31

Figure 9: SIP Abatement Brackets in Rural Areas

Project Cost
≤ $500 million
> $500 million
≤ $1 billion
> $ 1 billion

Amount of Investment Subject
to Ad Valorem Taxation
$25 million
$50 million
$100 million

Instead of paying taxes on the excess value,
projects pay a community service fee equal to
25% of avoided property taxes, but no more than
32
$2.5 million, as well as any other payments
33
negotiated between the developer and county.
These fees and other payments are distributed by
the county pursuant to an agreement with the
34
local taxing districts. The amount of savings
offered by the SIP depends on the agreement
negotiated between the project developer and
local county.

FEE IN LIEU OF PROPERTY TAXES FOR QUALIFYING SOLAR PROJECTS
This abatement program is the newest. In
2015, the Oregon legislature passed an act
temporarily authorizing counties and incorporated
cities to enter into agreements with the owners
of solar projects to pay a fee in lieu of property
taxes for tax years that begin on or after July 1,
35
2016. Under these agreements, which can last
36
up to twenty years, solar projects pay a flat fee
of $7,000 per megawatt (MW) of nameplate
37
capacity instead of ad valorem property taxes.
The authority to enter into these agreements
expires on January 2, 2022, but agreements that
have entered into force before that date remain
38
valid. Unlike the SIP, there are no qualification
criteria tied to the size of the capital investment.
However, projects that have taken advantage of a

RREDZ or the SIP may not utilize the PiLoT
39
program. The PiLoT program is the only
property tax abatement program available to
community-scale solar projects under $5 million.
This program offers significant property tax
savings for solar projects. In 2017, solar projects
paying ad valorem property taxes paid an average
tax rate of 1.17%, or $19,300 per MW of
nameplate capacity. Shifting to the $7,000/MW
PiLoT would cut the tax bill for these solar farms
by almost two-thirds, resulting in an average
effective tax rate of 0.43%. Over twenty years,
these savings could total almost $250,000 in
property tax savings per MW of nameplate
capacity.
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III. FEDERAL SUPPORT OF RENEWABLE ENERGY
DEVELOPMENT
This Part discusses the following three ways in
which the federal government enables and
supports renewable energy development in
40
Oregon: 1) The Public Utility Regulatory Policies
41
Act of 1978 (PURPA), 2) the commercial energy
42
investment tax credit (ITC), and 3) the energy
43
production tax credit (PTC). This Part is included
to provide background information on the federal
laws that shape and drive renewable energy
development in the country. In particular, the
sunsetting ITC and PTC will dictate the pace of
renewable energy development over the next few

years in Oregon as developers seek to ensure
that their projects qualify for the maximum
amount of available federal tax credits.
Experience has shown that PURPA, the ITC,
and the PTC are important drivers of renewable
energy development. In past years, the
uncertainty regarding these tax credits, the
stagnation of renewable portfolio standards in the
region, and the expiation of Oregon’s Business
Energy Tax Credit (BETC) contributed to several
years of minimal renewable energy development
in Oregon between 2012 and 2016.

A. PUBLIC UTILITY REGULATORY POLICIES ACT
The federal government enacted PURPA in
the wake of the 1970s energy crises to support
independent electricity production from
qualifying facilities (QFs), which include renewable
energy generating facilities with capacities up to
44
80 MW. Under PURPA, electric utilities
(including cooperatives and people’s utility
districts, but not the Bonneville Power
Administration) are required to 1) purchase
electricity from QFs, 2) connect the QFs to the
electricity grid, and 3) compensate QFs for the
electricity they produce at rates that do not
45
exceed the utilities’ own avoided costs. PURPA
directs electric utilities to enter into contracts to
purchase output from qualifying solar energy
producers at no more than the utilities’ avoided
cost rates—what the utility would otherwise pay
to produce their own power or obtain power
46
from another source.
States have the primary responsibility for
implementing PURPA, in accordance with federal
47
statutes and regulations. State regulations may
influence the size of renewable energy projects
by making it more administratively burdensome
for larger projects to sell power to regulated
utilities under PURPA. Typically, projects under a
certain size can take advantage of standard
contracts and avoided cost rates. Standard offer
contracts significantly reduce transaction costs
for smaller QFs and enable QFs to obtain
adequate financing for their projects. Where this
threshold is set can have a large effect on
renewable energy development.

PURPA’s mandate is the key driver behind
community-scale renewable energy projects in
Oregon. Through 2018, almost 90% of
community-scaled projects are PURPA projects
with average nameplate capacities of 8.1 MW.
Figure 10: Community Scale Projects & PURPA in Oregon
through 2017

6

44

PURPA

Not PURPA

This trend shows no sign of abating. Since
2014, over 95% of community-scale projects in
Oregon have been PURPA projects. The reason
that some community-scale projects do not
follow the PURPA route is that they are utility
owned or developed and thus do not need to
avail themselves of PURPA to access the grid or
48
sell energy.
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B. FEDERAL INCOME TAX CREDITS
Federal tax credits have played a pivotal role
in supporting renewable energy development.
However, Congress has displayed only wavering
support for these incentives and has frequently
allowed them to expire, leading to regular cycles
of boom and bust in the renewable energy
industry. Before 2013, projects had to enter
service by the statutory deadline to be eligible for
49
tax credits. This was especially problematic for
renewable projects that often take longer to
develop than the brief and often retroactive tax
50
credits authorized by Congress. The uncertainty
associated with the tax credits chilled the
development of renewable energy projects.
Congress attempted to smooth out the boom
and bust cycles when the ITC and PTC were
extended in 2013. In the American Tax Payer

51

Relief Act of 2012, Congress changed the
language governing when projects are eligible for
the tax credits. Instead of requiring projects to be
placed into service before the statutory deadline,
eligible projects must now begin construction by
52
the statutory deadline. However, Congress did
not define what it means to begin construction.
The Internal Revenue Service (IRS) has taken the
position that to begin construction means that
physical work of a significant nature has
commenced or more than 5% of the total project
53
costs have been incurred. The IRS’s
interpretation of the new eligibility threshold, as
well as increasing cost competitiveness, should
mitigate the precipitous drop-off in renewable
energy development that occurred in the past as
the tax credit deadlines approach.

INVESTMENT TAX CREDIT
The ITC currently provides a tax credit equal
to 30% of eligible costs (generally equipment and
54
installation costs) of solar and fuel cell projects.
The tax credit for geothermal projects is 10% of
55
eligible costs. Congress permanently extended
the ITC in 2018 but included a gradual reduction
56
in the value of the ITC.
Regardless of when projects begin
construction, they must be placed into service
before 2024 to be eligible for a tax credit greater
57
than 10% of eligible costs. Unless Congress
extends the ITC at 30%, there will likely be some

amount of slowdown in the commercial solar
industry as the deadline passes, but the decrease
in development should be more orderly than past
ITC deadlines due to the gradual reduction in ITC
value and more lenient temporal eligibility criteria.
Figure 11: Solar ITC Phasedown
Year Construction Begins
Value of Solar ITC
2019
30%
2020
26%
2021
22%
2022 and later
10%

PRODUCTION TAX CREDIT
The PTC provides a tax credit tied to the
amount of energy generated from renewable
energy projects in the first ten years of
58
operation. The PTC increases with inflation and
59
currently pays $0.023 per kWh sold. In 2015,
Congress extended the PTC for wind facilities and
included a gradual phase reduction in the value of
60
the PTC.
Wind projects that begin construction after
61
2019 are not eligible for the PTC. However,
unlike the ITC, the PTC has no date by which the
projects must enter service. The PTC only
requires that construction begins, as defined by
the IRS, within an eligible year.
Congress has shown little appetite for
extending the PTC. The phase down of the PTC is
already well under way. New renewable energy
projects from other resources, such as biomass,

geothermal, solar, municipal solid waste, hydro,
and wave, are not eligible for the tax credit unless
62
construction began in 2017 or earlier. And, the
tax credit for wind facilities is about to step down
to 40% of its original value—before expiring
entirely. There will likely be a flurry of activity
through the end of 2019 as wind projects
attempt to qualify for the PTC, even if the
projects themselves are not placed into service
for several years.
Figure 12: PTC Phasedown
Year Construction
Begins

Decrease in
PTC Value

Value of Wind
PTC in 2018

2016
2017
2018
2019

N/A
20%
40%
60%

2.3¢/kWh
1.9¢/kWh
1.4¢/kWh
0.9¢/kWh
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IV. CONCLUSION
Renewable energy projects provide long-term,
stable revenue for the counties and taxing
districts in which they are located. However,
development can only occur where there are
adequate renewable sources of energy, available
grid capacity, local support, and given the
monopoly-nature of the utility industry, favorable
policies that require or encourage utilities to buy
power from renewable energy facilities on fair
and reasonable terms. Counties that have
aggressively supported renewable energy
development in the past now find themselves
receiving significant direct revenue. Sherman
County’s certified tax roll for the 2017–2018 tax
year was just over $7 million, of which over $2.5
million came from renewable energy projects.
That year, in addition to the $2.5 million in

property tax payments, taxing districts in Sherman
County also received $10 million in payments
from renewable projects under the SIP.
Large windfarms are not the only way to
generate significant revenue from renewable
energy projects. Taxing districts in Malheur
County received $2.3 million in property taxes
63
from non-wind sources that are 22 MW or less.
The data clearly show that renewable energy
projects of all types can be sources of significant,
stable, long-term revenue for counties and taxing
districts in Oregon—especially in rural areas.
Counties and taxing districts should fully explore
the property tax implications of renewable energy
projects before rejecting renewable energy
development or agreeing to significant property
tax abatements.
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