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SUMMARY

The Oregon Supreme Court affirmed the Tax Court's jurisdiction to hear Seneca Sustainable Energy
LLC's challenges to the Department of Revenue's real market valuations of its cogeneration facility for
the 2012-13 and 2013-14 tax years. The court held that Seneca was a taxpayer, was aggrieved and
affected by the valuation determinations, and had standing despite an enterprise-zone exemption
covering part of its property. The court also affirmed the Tax Court's substantially lower valuations,
concluding that the Department's appraisal was flawed and that the power purchase agreement did not
establish the property's real market value.
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QUESTIONS PRESENTED

1. Whether the Oregon Tax Court had jurisdiction over Seneca's challenges to the Department's real-
market-value determinations and the related assessment-roll notations.

2. Whether Seneca was a taxpayer and was aggrieved and affected, or directly affected, such that it had
standing to pursue the valuation challenges.

3. Whether the Tax Court properly determined the real market value of Seneca's industrial property without
relying on premium, above-market terms in Seneca's power-purchase agreement.

4. Whether the Tax Court's real-market-value determinations for the 2012-13 and 2013-14 tax years were
supported by law and substantial evidence.

HOLDINGS

1. A challenge to the Department's determination of the real market value of state-appraised industrial
property, and a related request to correct the assessment or tax rolls, arises under Oregon's tax laws and
falls within the Oregon Tax Court's jurisdiction under ORS 305.403 and ORS 305.410.

2. An entity remains a taxpayer for purposes of ORS 305.403 and ORS 305.410 even when part of its
property is temporarily exempt from taxation, and Seneca was aggrieved and affected by the
Department's valuation because the valuation increased taxes on its nonexempt property and contributed
to an excessive public-benefit contribution.

3. When valuing industrial property under the income approach, the court may not include value
attributable to contractual rates or rights that produce returns materially above those obtainable in the
market as of the assessment date, because doing so would improperly value nontaxable intangible
contract rights rather than the taxable property.

4. The highest-and-best-use requirement concerns the reasonably probable, legally permissible, physically
possible, financially feasible, and maximally productive use of the property; it does not require valuing
the property based on the maximum revenue obtainable under a particular above-market contract.

KEY QUOTATIONS

“Based on the foregoing, we hold that Seneca was a taxpayer for purposes of ORS 305.403 and ORS 305.410
for tax years 2012-13 and 2013-14, notwithstanding that it was exempt from taxation on part of its property
during that period.” (363 Or. 367)

“For those reasons, we conclude that Seneca was "aggrieved and affected" by the department's real market
value, and it had standing to challenge that determination under ORS 305.403 and ORS 305.410.” (363 Or.
368)

“Because the rates set out in the power purchase agreement are significantly above the market rates, the
power purchase agreement simply does not reflect "the income Seneca's cogeneration facility may reasonably
be expected to produce" on the assessment date and thereafter.” (363 Or. 373)



“The judgment of the Tax Court is affirmed.” (363 Or. 375)

FACTUAL BACKGROUND

Seneca owned and operated a biomass cogeneration facility in an Oregon enterprise zone. The Department
determined the real market value of Seneca's industrial property at $62,065,350 for 2012-13 and used its
valuation for the assessment-roll notation required by the enterprise-zone statutes; Seneca paid property taxes on
the nonexempt portion of the property and incurred public-benefit contributions calculated using the valuation.
Seneca challenged the valuations, arguing that the Department's appraisal improperly relied on above-market
terms in a power-purchase agreement and included intangible business value.

PROCEDURAL HISTORY

Seneca challenged the Department's valuation of its biomass cogeneration facility and the notation of that
valuation on the assessment rolls. The Tax Court held that it had jurisdiction over the valuation and assessment-
roll claims, that Seneca had standing, and that the Department's valuations were incorrect; it set the property's
real market value at $38.2 million as of January 1, 2012, and $19.1 million as of January 1, 2013. The
Department appealed directly to the Oregon Supreme Court, which affirmed.
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affirmed
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