IV.

PHASE 2 FINDINGS

A.

PHASE 2 RESULTS

The purpose of Phase 2 of the Regional Industrial Site Readiness Project was to look in more detail at the
constraints affecting development readiness of the 12 sites. The intent was to use these sites to gain a broader
understanding of the constraints facing non Tier 1 sites throughout the region. Through this process a significant
level of analysis was done for each of the sites.
Volume 2 of this report includes detailed site concept plans, and specific costs and benefits for each of the Phase 2
sites. This section focuses on each of the constraints and compares and contrasts their impact on site development.
Additionally, the findings focus on the potential economic benefits, both specifically and more generally, if these
sites were to be developed.

1.

Marginal Impact of Identified Constraints and Cost Factors

Phase 2 sites were specifically selected to look in more detail at the site development constraints identified in
Phase 1 of the project. These broad ranges of known constraints limit the market viability of industrial sites. In this
section, each constraint or cost factor is individually examined to consider its marginal impact on site development
cost. Total development costs include hard costs, soft costs, time, and risk.
Hard costs constraints come in two categories: off site (water, sanitary sewer, stormwater and transportation; and
on site (wetland, slope, site surcharge, floodplain, and brownfield cleanup). These constraints are examined in
terms of their hard cost dollar contribution to developing each individual site. Soft costs, risk and time for each site
are addressed separately.


Soft costs are calculated at 20% of hard costs and include architectural, engineering, legal services as
well as System Development Charges (SDCs).



Risk thresholds were estimated linearly as 2.5% for every 6 months of development time, from a 24
month basis of 15%. For example, a site with a site development period of 24 months would be
associated with a 15% return on costs, while a site with a 30 month development timeline would require
a 1.75% return. Risk premiums were grossed up by 1/6th for site with moderate brownfiled remediation
and by 1/3rd for sites requiring significant brownfield remediation.



Time is calculated at 7% nominal annualized rate for the length of the site development schedule.

It is important to understand the role that risk and time contribute to development ready status. For example,
addressing a certain constraint could cost relatively little in terms of dollars (hard costs), but could contribute
significantly to the time period necessary to bring the site to a development ready status. Therefore, discussion
with respect to timelines is included as necessary in the off-site and on site cost discussion and then presented in
more detail in subsequent discussion.
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Off-Site Development Costs
Water
Water infrastructure is not generally a contributing cost factor among most of the Phase 2 sites (Figure 7). In eight
of the Phase 2 sites, water costs represent roughly 3.5% of development costs. Only in outlying geographic areas
where infrastructure is being extended to new areas does it become a significant cost constraint. The two Hillsboro
sites (East Evergreen and Urban Reserves), Coffee Creek in Wilsonville, and the Orr Family (A) site in Sherwood
have costs in excess of 3%. Beyond dollars, time intervals to establish water infrastructure approach 24-30 month
periods, a constraint in and of itself.
Figure 7: Phase 2 Site Water Development Costs

Source: Johnson Reid

Sewer
Sewer capacity is among the primary limiting constraints for many of the Phase 2 sites. Across all sites, sewer
represents about 8.5% of total development costs, and in extreme cases, exceeds 30% (Figure 8). Similar to water,
sewer constrains are more prevalent in outlying areas such as in unincorporated Hillsboro (East Evergreen and
Urban Reserves sites), Happy Valley (Rock Creek site), and unincorporated Multnomah County (Jean Johnson
site).
Figure 8: Phase 2 Site Sewer Development Costs

Source: Johnson Reid
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Stormwater
Stormwater constraints are similar to sewer, but at a lower magnitude. In the most difficult situations (Jean
Johnson and Hillsboro Urban Reserves), stormwater accounts for 18%-21% of total developments costs and
roughly $8.6 million in the case of Hillsboro's Urban Reserves site. In most cases, stormwater contributes between
$250,000 and $1 million of the total costs (Figure 9). Because they are installed concurrently, water, sewer, and
stormwater have similar time lags and associated non-dollar time constraints.
Figure 9: Phase 2 Site Stormwater Development Costs

Source: Johnson Reid

The analysis of these 12 sites shows that sites in areas where urban development has occurred have lower public
utility (water, sanitary and stormwater) costs. Five sites, ICDC/Entercom and Time Oil (Portland); Clackamas
County (unincorporated Clackamas Industrial Area); UPS/Cereghino (Gresham); and Port TRIP (Troutdale) all fall
into this category.
Five other sites, East Evergreen (Hillsboro); Rock Creek (Happy Valley); Orr Family A and B (Sherwood); and
Coffee Creek (Wilsonville) are all proximate to existing development but need infrastructure extensions, and
therefore have the next highest public infrastructure costs.
Finally, the two sites that are in new urban areas (Hillsboro Urban Reserves and Jean Johnson) have the highest
public infrastructure costs.
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Transportation
The analysis reveals that transportation, the fourth off site infrastructure cost, is the most limiting physical land
constraint from a dollar cost perspective. And transportation does not fit as neatly into the three location categories
as public utilities. Transportation issues are more localized to specific sites and need to be analyzed on a site by
site basis.
Transportation is a significant component of cost in all but three of the Phase 2 sites, contributing to as much as
43% of site development costs (Figure 10). In six cases, transportation costs comprise nearly than one of every five
dollars towards development. Most transportation constraints have manageable time lags ranging from nine to 18
months, with 24 months representing the upper bound.
Figure 10: Phase 2 Site Transportation Development Costs

Source: Johnson Reid

Marine Dock
The need for a functional marine dock is only prevalent to one of the Phase 2 sites, Time Oil. This site has a City
of Portland zoning requirement for a river related or river dependant use and therefore, a functional dock is a basic
infrastructure requirement. In this one case, the marine dock construction contributes $14.1 million, or 39%, of
total development costs (Figure 11). Absent this constraint Time Oil's market viability gap is reduced by 85%.
Figure 11: Phase 2 Site Marine Dock Development Costs

Source: Johnson Reid
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On-Site Development Costs
Wetland Mitigation
Some degree of wetland mitigation is a common constraint found in Phase 2 sites, and in some cases it is quite
severe (Figure 12). Wetland constraints are most severe on the TRIP (Troutdale Reynolds Industrial Park) site,
contributing over $5.4 million or nearly 12% of project costs. Mitigation costs for this site include the purchase of
25 acres of land for off-site mitigation and the permitting, construction and maintenance of the new wetland.
Eight of the Phase 2 sites have a wetland bank in their watershed. For these sites, the preferred and assumed
mitigation method is purchase of mitigation credits. The other 3 sites that have wetland issues either have to do on
site mitigation, thus reducing net developable acreage, or, as in the case of TRIP, purchase additional land for
mitigation. One of the sites, Hillsboro Urban Reserves, does not include wetland mitigation costs. Reliable
estimates of existing wetlands were not are available, therefore no cost are shown. The Time Oil site does not have
wetlands on site.
With the exception of TRIP, wetland constraints are most severe on the sites with lower overall off site
infrastructure costs. In other words, the dollar cost is relatively small, but is a significant share of overall
development costs. When combined with the long time lags for permitting and mitigation, wetland mitigation is a
key "opportunity constraint" that a combination of dollars and/or a streamlined process could move several Phase 2
sites further toward marketability at a relatively low cost.
Figure 12: Phase 2 Site Wetland Mitigation Costs

Source: Johnson Reid

Slope Mitigation
The professional determination by Group Mackenzie is that an industrial site can have a maximum of 7% slope in
order to be considered development ready. Therefore, for those Phase 2 sites that were in excess of 7%, a
mitigation cost was determined. Slope mitigation is a constraint that exists on half of the Phase 2 sites and it is
quite severe (Figure 13). On three of the sites, Clackamas County, Rock Creek and Orr Family B, slope mitigation
exceeds 25% of total development costs. For two of these sites, slope is the most severe constraint. Similar to
wetland mitigation, the process must begin very early in the site development period. Therefore, slope constraints
compound both time costs and risk premiums.
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Figure 13: Phase 2 Site Slope Mitigation Costs

Source: Johnson Reid

Building Pad Surcharge
Surcharge is an issue on four of the Phase 2 sites, and a significant share of cost on two sites (Figure 14). However,
this constraint appears on two of the lowest cost sites. Surcharge is a cost appearing on both TRIP and Time Oil,
however, relative to other issues on those sites, surcharge is quite small. However, it was found that in these cases
that surcharge is not necessarily a cost prohibitive factor, but a time related constraint. Using ICDC/Entercom as an
example, surcharge is only a $500,000 hard cost, but is a 27-month long process. In this instance, it is the time, not
the cost, prohibiting the site from moving to Tier 1.
It is important to reiterate, that Group Mackenzie assumed that the sites would be surcharged with a series of soil
berms that are rolled in stages across the building pad site in six month periods of time. The surcharge process can
be expedited by adding more soil to the berm or by extending the berm to the entire building site. Either of these
actions would reduce the time allocated to surcharge and increase the cost. Surcharge is a tradeoff between time
and costs. In general, Group Mackenzie estimates that doubling the volume of soil (thereby doubling the cost)
would cut the entire surcharge process time approximately in half.
Figure 14: Phase 2 Site Surcharge Costs

Source: Johnson Reid
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Floodplain Mitigation
Floodplain mitigation does not appear to be a significant constraint within the construct of the study (Figure 15). It
only appears on Time Oil and is relatively small both in terms of dollars and time. The challenge with the Time Oil
site is that this mitigation needs to occur with a cut fill balance exclusively on site. The net developable acreage is
therefore reduced by this requirement.
Figure 15: Phase 2 Site Floodplain Mitigation Costs

Source: Johnson Reid

Environmental Cleanup
Environmental cleanup and brownfield remediation are very small constraints on the Phase 2 sites (Figure 16).
With the exception of TRIP, where environmental cleanup exceeds 7% of development costs, brownfield cleanup
is one of the smallest dollar cost constraints. However, even where costs are quite small, environmental cleanup is
typically the first activity which must occur in the development process. Excluding the Troutdale Reynolds
Industrial Park site, the development schedule for all Phase 2 sites could be reduced by six months at $2,800 per
acre through environmental cleanup.
Figure 16: Phase 2 Site Environmental Clean Up Costs

Source: Johnson Reid
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Site Aggregation
Six of the 12 Phase 2 sites require parcel aggregation as the sites are made up of multiple parcels and multiple
owners. In one case, there are 17 separate owners to aggregate, and in another, eight owners. The aggregation
process may be an extensive one, and this study does not have a way to accurately estimate how long it could
potentially take to put an aggregation agreement in place. This study estimates, a “short”, “medium”, and “long”
aggregation period, depending on the number of property owners in question in order to show the potential
complexity of this issue.
Similar to the tiering timelines, it was assumed that “short” aggregation period is 6 months or less; “medium” is
between 6 months and 2.5 years; and “long” is over 2.5 years.
Table 20: Phase 2 Site Aggregation

Site

Tier

Total
Parcels

Total
Owners

Currently on
the Market

Owner Willing
to Transact

Aggregation
Period

13. ICDC LLC & Entercom
(46 net acres)

Tier 2

5

2

1 for lease

1 Willing to
Transact

Short

29. Clackamas County
Development
(40 net acres)

Tier 2

11

1

Lease

Yes

N/A

55. Spokane Humane
Society
56. East Evergreen
(116 net acres)

Tier 2

10

8

6 taxlots for
sale (4
owners)

4 taxlots willing
to transact
(4 owners)

Medium

62. Rock Creek
(36 net acres)

Tier 2

5

2

2 taxlots for
sale
(1 owner)

1 Owner willing
to transact

Short

Tier 3

7

1

For sale

Yes

N/A

Tier 3

9

2

No

No

Long

19. TRIP (Phase 2)
(54 net acres)

Tier 3

1

1

For Sale

Yes

N/A

24. Jean Johnson
(33 net acres)

Tier 3

1

1

No

Yes

N/A

33. Coffee Creek site 1
(67 net acres)

Tier 3

21

17

No

No

Long

37. Orr Family Farm
(77 net acres)

Tier 3

1

1

No

No

N/A

104. Hillsboro Urban
Reserves
(309 net acres)

Tier 3

9

8

No

Yes

Medium

2.

Time Oil Co.
(39 net acres)
15. BT Property (UPS)
16. Michael Cereghino
(65 net acres)

Source: Group Mackenzie

The assumption for all the analysis in this study was that the property owners had an aggregation agreement in
place before the clock started for permits and on and off site improvements. It is important to understand that for
those site that have multiple ownerships there is an additional constraint that will need to be addressed, beyond
simply the cost and timelines identified in the study.
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Other Cost Variables
In addition to on and off site hard costs evaluated previously, soft costs, time costs, and risk costs associated with
site development impact the total development costs for each site. This section illustrates how these costs also
contribute to site feasibility. Figure 17 presents each of these costs and shows their impact.
Figure 17: Phase 2 Site Additional Costs

Source: Johnson Reid

Soft costs in this analysis were assumed as a fixed percentage of hard costs; therefore, they are fairly consistent
across all sites, contributing 10% to 14% to total costs. However, it is clear the magnitude to which time and risk
are contributing to development costs.
Time cost are a function dollars spent (hard/soft costs), and the period when dollars must be spent in the
development schedule relative to project completion. Across all sites, time costs range from 2.5% to 12% of total
development costs. Each constraint has a time cost associated with it, as each constraint has a dollar cost (hard/soft
cost) and an associated development schedule. Naturally, constraints where large sums are required early in the
development process are the greatest contributors to time costs. For example, the Rock Creek site has $3.7 million
in slope mitigation that must begin early in the development process. The time costs associated with this constraint
alone is over $325,000.
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Risk thresholds or risk premiums are also a function of dollars spent (hard/soft costs), the time period those funds
are tied up, and in some cases, the existence of a particularly risky activity36. Again, as a function of time, activities
which reduce the total development schedule will reduce required threshold return. Across all sites, risk comprised
12% to 30% of total development costs. The larger the dollar cost of each constraint the greater the required return.
For example, on the TRIP site environmental cleanup requires $3.6 million in hard and soft costs. However,
because brownfield sites require and additional risk premium on all costs, the risk associated with environmental
cleanup actually exceeds the dollar value at $4.4 million.

2.

Market Viability Determination

The site evaluations support conclusions about the nature of development constraints among Phase 2 sites. Most
sites have at least one major constraint, which is significant enough to preclude market activity. Off-site
constraints, such as sewer and transportation, are both the most common and in many cases, most severe. Taken
together, off-site costs comprise approximately 44% of all development costs across all sites. Severe on-site
constraints, such as slope mitigation and wetlands, are not broadly common, but are costly both in terms of time
and dollars. Generally, constraints that have low costs but long time lags are candidates for moving Tier 2 sites
closer to Tier 1 status. Tier 3 sites more commonly have such severe constraints that they will require alternative
strategies to bring them to the market. Financial variables, such as time, cost, and risk, are directly correlated with
development schedules and dollar costs. Activities that reduce those inputs will implicitly reduce time and risk
costs.
In addition to assessing how each potential constraint is contributing to the overall cost of developing Phase 2 sites,
Johnson Reid also evaluated the sites in light of their estimated future value (as a Tier 1 site). Much in the way a
market participant would consider site evaluation, the cost of development relative to the value of development
was evaluated. The residual between costs and value defined the market viability gap or surplus37.
Figure 18 below stratifies the Phase 2 sites by their cost to develop (horizontal axis) to Tier 1, their estimated
future value (vertical axis), and their estimated market viability gap (bubble size). Sites to the left of the dotted line
have a higher market value relative to their cost and are more likely to be developed. This condition is clear in
generally smaller viability gaps per-square-foot.

In this analysis we assume an additional 1/6th to 1/3rd gross up of required return of costs for sites with moderate to severe
brownfield constraints.
36

37

A detailed discussion of terms and methodology in included Volume 3, Appendix L.
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Figure 18: Phase 2 Sites: Future Value vs. Total Development Costs

Source: Johnson Reid

A Cost-to-Value Ratio less than 1.00 indicates that value exceeds development costs, and the site has a higher
propensity for market feasibility. The farther up and to the left in the graph, the more viable the site is likely to be.
Most of the Phase 2 sites have future value in the vicinity of $6.00 per square foot or higher. Only two sites are
below $4.00 per square foot. However, these sites have significant costs associated with them as well, and value is
not the leading contributing factor limiting viability. For example, if Rock Creek were to obtain a 50% increase in
value, it would still face a gap of over $5.00 per square foot.
The analysis reveals that three of Phase 2 sites, ICDC/Entercom, Clackamas County and UPS/Cereghino, are close
to market viable. Not surprisingly, these sites are the least costly to develop. The next four costly sites are
marginally less viable. They have gaps ranging from $1.20 to $2.63 per square foot38. Finally, the five sites with
the most severe constraints have large gaps ranging from $8.74 to $17.74 per square foot.

The development cost analysis begins with the assumption that site aggregation has occurred. This is important due to three of
these four sites (Coffee Creek, East Evergreen, and Hillsboro Urban Reserves) require aggregation of between 8 and 17 ownerships
thus adding time, cost and uncertainty to these sites.
38
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Addressing Market Viability
The Phase 2 findings show that time costs and risk premiums are a function of hard and soft costs and schedules
and that together they comprise 27% of all site development costs. Using Rock Creek as an example,
environmental cleanup on the site is a relatively small cost, only $99,000 or less than 1% of hard/soft costs.
However, it must occur before all other activities can begin. Therefore, an exogenous action which eliminates that
constraint to the market would allow the entire development schedule to condense by 6 months. The marginal
impact therefore, isn't $99,000, it is $265,000 when time and risk savings from the shorter schedule are considered.
Activities that consider reductions in development schedules in many cases may have greatest "bang for buck".
Additionally, there are alternative non-dollar activities that can be implemented to reduce market viability gaps by
shortening development schedules. The impacts of these activities are smaller in magnitude, but measurable in
instances where market viability gaps are small. Dollar subsidies are not the only answer to site constraints. A
jurisdiction that successfully develops a program which streamlines a permitting process can reduce costs facing
the market. For example, on the Jean Johnson site near Gresham, a process that reduced utility schedules (water,
sewer, storm) by only three months would translate into $275,000 in cost savings.
Phase 2 found that sites have several constraints of varying magnitudes. Different sites require varying degrees of
action. Sites that are close to feasibility may be moved forward by less interventionist approaches. However, some
sites have constraints too severe to be addressed by the private market alone. For example, sites such as the
Clackamas site are very close to feasibility, and may attract market interest at a relatively low cost. However, the
TRIP site in Troutdale has severe constraints which are over three times the future value of the site. As such, TRIP
will only develop with the assistance of public intervention.
Phase 2 shows that critical off-site infrastructure is the primary constraint, comprising approximately 44% of total
development cost. For example, the East Evergreen site in Hillsboro has a market viability gap of $13.4 million
dollars, the most significant element of which is transportation infrastructure. An exogenous investment in this
infrastructure, such as a TIGER grant, would alleviate 78% of the gap. To conclude, all else equal, sites with
critical infrastructure deficiencies are not likely to develop as industrial if left solely to the market. For many of the
Phase 2 sites, off-site costs alone comprise most or all of market viability gaps. This raises the issue of the public’s
role in providing critical infrastructure.
Another major Phase 2 finding was that beyond constraints, the acquisition cost and future value are significant
inputs to market viability. For example, on the Rock Creek site in Happy Valley and Jean Johnson site, the
assumed as-is strike price39 is below what experts estimate the development ready value is on those sites. No
rational market participant is likely to pay a price below site ready market value. The acquisition/strike price
assumed in this analysis is the dollar value a land owner would reasonably consider accepting for their land. In
some cases, the actual transaction price may be higher or lower than the assumed $4.50. A residual land value is
the price the market could pay for a site assuming both the estimated development costs and future value. The
majority of sites in this analysis have residual land values less than this strike price. The ability of the market (or
another entity) to negotiate acquisition prices based on existing conditions will impact market viability.
Furthermore, in today's economy, for many users land price is less of a factor than it was in previous business
cycles. This is especially the case in clean-tech and high-tech, where shorter product life cycles and sophisticated
capital improvements require flexibility. Users can occasionally be willing to pay above market for particular sites
that fit their site need criteria. An example would be a clean-tech firm interested in the East Evergreen site that fits
their selection criteria exactly due to its size, utility costs, and proximity to a highly-trained workforce. If this user
is willing to pay $1.00 psf above the estimated market ready price for this particular site that would reduce the
site's viability gap by 38%.
One of the most significant Phase 2 findings is that aggregation is a major hurdle that was unable to be modeled in
this analysis. Within the construct of this model, the UPS/Cereghino site is market viable. However, the site is
classified as a long-aggregation period, with one of the two parcel owners necessary to make this a site is not
willing to transact. An entity succeeding in changing this dynamic would move the site closer to development

39

The price a land owner would reasonably transact at today.
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ready status and likely strike the interest of private investment. This study concludes that aggregation and
willingness of owners to transact remain major impediments to site development. This condition provides an
avenue for entities such as a jurisdiction or the state to act as intermediaries to move sites forward.
Another significant Phase 2 finding is that the ability to attract a user once the site is developed is another
considerable hurdle that is not modeled. This analysis considers the user period to begin once the site is developed,
which is not going to be the case. This condition adds time and risk from the perspective of the market. This
creates another potential role for entities such as jurisdictions and the state as an intermediary. A program offsetting or subsidizing these carrying costs would reduce risk thresholds and time costs facing the market.

3.

Economic and Fiscal Impacts

The impact from new traded sector development stimulates the economic base of the region through increases in
jobs and wages, that translate into payroll taxes; capital investment that translates into property tax revenue; and
exports and trade that provides broad based benefits to the local economy. The average Portland metro traded
sector wage pays an average of $14,600 more than a non traded sector job40. Traded sector industries also provide
employment opportunities for all skills levels of the region’s workforce and support local supplier businesses.
Nearly one-fifth of the Portland metropolitan economy is generated by exports, which translates into jobs. For
every $1Billion in exports, an average of 5,400 jobs is created. The Portland metropolitan area had $21 Billion in
exports in 2010, which was 18% of the region’s economy.41 The Portland region is one of a few regions to have
doubled export value during the last decade and exports are a key focus of its economic development efforts going
forward. Exports along with domestic trade are important elements of the region’s traded sector development
strategies.
The Portland metropolitan area’s economic development strategy is focused on the industry clusters that support
traded sector job creation and an export-oriented economy. Concept plans for each of the Phase 2 sites were
prepared based on the development needs of users aligned with the region’s targeted clusters42. Single user
campuses or buildings were assumed for each of the sites, and in two cases a multi-tenant business park was the
identified use. The economic and fiscal impacts for this study are derived from the uses that were assumed for each
of the sites.

40

“2010 Check-Up on the Portland Region’s Economic Health”; EcoNorthwest for the Value of Jobs Coalition; 2010

41

Greater Portland Export Plan – Metro Export Initiative; Brookings Institute; 2012

42

Clean Tech; High Tech; General Manufacturing; Warehouse and Distribution
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Economic Impacts
Jobs and payroll are the two measurable outputs that are used to determine economic impacts. While these are not
the only outputs of economic activity, they are the ones used in this study.
The number of jobs and payroll associated with a site are a function of two inputs. First, the physical size of the
site obviously determines the scale or capacity for industrial space. The larger the site, the more space is available
for growth. Second, the conceptual use assumed for each site will impact job densities, average wages, and
indirect/induced economic impacts. For example, manufacturing generally produces jobs at almost twice the
density as warehousing and distribution. In other words, a 30-acre distribution site will have half the jobs as a 30acre manufacturing site43. Similarly, high-tech and clean-tech industries require a highly trained and specialized
workforce, paying wages well above a manufacturing median. Further, high-tech and clean-tech manufactures have
high utilization rates of area vendors, thus indirect impacts are greatly compounded in these industries.
Figure 19 below outlines the estimated employment impacts from site development for conceptual users for each
Phase 2 site. Across all sites, there is capacity to create an estimated 12,500 direct jobs on-site. Each of the four
industry-specific uses plays a vital role in the metropolitan economy. The fifth use category, business park, allows
for all of these uses to be present in a multi-tenant, developer initiated environment. When all impacts are
considered, the development of these sites would support over 63,500 jobs throughout the region.
Figure 19: Direct Jobs Impacts

Though job densities on distribution sites are lower, warehouse and logistic operations play a critical strategic role in business
productivity for all traded sector industries. Trends suggest that transportation and logistics (handling and shipping management)
will remain the future focus of business to further improve productivity; business to business E-commerce will increase this trend.
Logistics accounts for up to 40% of some commodities costs. Anticipating and planning for the need for distribution facility
development near transportation facilities are key to improving the competitiveness of this region’s traded sector businesses.
43
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Figure 20 outlines the estimated payroll impacts from site development. Across all sites, direct job creation could
create over $1.2 billion in annual payroll at an average annual wage of roughly $97,000. That is an estimated
12,500 jobs at $97,000 annually. When all impacts are considered, associated regional job growth could create
$3.7 billion in annual payroll at just over $58,700 per job.
Figure 20: Annual Direct Payroll Impacts (at full capacity)

Source: Johnson Reid
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Fiscal Impacts
The fiscal impacts quantified in this analysis are represented by State payroll tax impacts associated with new job
and payroll creation and property tax revenue from real property. Real property is considered land and building
improvements only. Capital equipment is considered personal property, taxed differently and not considered in this
analysis.
Payroll tax generation is simply payroll impacts from each of the conceptual site developments multiplied by the
typical tax rates in Oregon. This process yields Figure 21 below. Considering only direct payroll creation, the
Phase 2 sites could generate $764 million in payroll tax revenue over the first 20-years of site development,
construction, and operation. When all impacts are considered, the State could stand to gain nearly $2.3 billion in
tax revenue over the first 20-years if these sites were developed. Thereafter, total payroll tax impacts would
average nearly $250 million annually.
Source: Johnson Reid

Figure 21: Annual and Cumulative Payroll Tax Impacts
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Property tax revenue is not associated with economic impacts such as jobs and payroll. Rather, it is related to the
actual investments a company makes in real property on site. Under our assumed concept plans, facility
investment, excluding capital equipment ranges from $24 million to as high as $300 million. Local property tax
rates applied to future estimated assessed values, the Phase 2 sites are likely to generate $217 million in local
property tax revenues over the first 20-years. On an annual basis, as facility development occurs, property tax
generation could average $25 million annually across all sites at full build-out.
Figure 22: Annual and Cumulative Property Tax Impacts

Source: Johnson Reid

Volume 2 of this report provides the detailed costs and benefits for each of the Phase 2 sites. The findings
presented in this section show that the economic and fiscal benefits of bringing these sites to market readiness can
be substantial in both jobs and tax revenue.
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