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REQUEST FOR COUNCIL ACTION 

 

Order       Ordinance  XX  Resolution        Motion        Information ___ 

No. No. 2020-2869 No. 

SUBJECT:  An Ordinance amending Chapter 13 of 

the Newberg Municipal Code to modify system 

development charge regulations 

Staff:  Kaaren Hofmann, PE, City Engineer 

Department: Public Works 

File Number: 

Business Session 
Order on Agenda New Business 

HEARING TYPE: LEGISLATIVE QUASI-JUDICIAL ADMINISTRATIVE 

NOT APPLICABLE  

 

RECOMMENDATION:  

 

Adopt Ordinance No. 2020-2869 

 

EXECUTIVE SUMMARY:   

 

On December 18, 2017 the City Council received and discussed a final proposal from Housing Newberg on 

a list of items to address housing affordability in Newberg. City Council directed staff to work on four of the 

proposals over the next 18-24 months. Those work items included: 

 

1. Annexations and R-3 designations - completed 

2. Accessory Dwelling Units - completed 

3. Construction Excise Tax – under development 

4. Missing Middle Level Housing – tied to HB 2001 implementation in 2020 and 2021 from the 2019 

Oregon Legislature 

 

Staff began the discussions on a construction excise tax with the Affordable Housing Commission in January 

2019 with the Commission reviewing the researched material and draft concepts for an ordinance at 

meetings on April 23, May 28, July 23 and October 22, 2019.  That proposal will be presented separately to 

the City Council as part of Ordinance No. 2020-2860.  

 

The Portland Home Builders Association (HBA) provided feedback on the draft CET proposal. Ezra 

Hammer, Director of Policy and Government Relations, raised two issues he wished the City to consider  

(Attachment 1).   

 

 First is vesting System Development Charge rates. The request was to consider locking the SDC rate 

for a project to the date that a land use application is submitted for review and locking that rate for 4 

to 5 years. The Affordable Housing Commission concluded locking SDC rates was not in the best 

interest of the City of Newberg. 

 

 The second request was for consideration in the timing of when to pay the SDCs. The suggestion was 

to defer the SDC payment until a final inspection or until a certificate of occupancy is ready to be 

issued. On this issue staff has shared with Mr. Hammer that waiting to pay SDCs until the final could 

be problematic to implement providing an example that the home buyer is ready to close escrow but 

 DATE ACTION REQUESTED: November 16, 2020
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the builder has not paid the SDCs and it may take a day or two for the funds to be paid. The City then 

becomes the focal point of negative comments that we are holding up escrow closing. Staff provided 

some alternative trigger dates for consideration such as at the time of utility connections or possibly 

1-month prior to a targeted final inspection. Mr. Hammer subsequently submitted a letter to the City 

Council dated April 18, 2020 (Attachment 2) outlining his request to consider adjusting the timing 

on when SDCs are paid. Based on the discussions the City has identified delaying collection of SDCs 

for single family and duplexes to the time of scheduling an insulation inspection. This approach was 

shared with Mr. Hammer with a response that the approach was acceptable.  

 

Chapter 13 of the Newberg Municipal Code addresses the system development charges in the City.  The 

proposed amendments will: 

 

 Allow for the payment of system development charges for single family residences and duplexes to 

be deferred until the construction is approximately 75% complete (at building insulation inspection). 

 Sets the payment amount at the time of payment vs. time of application. 

 

These changes will help decrease costs to the homebuilder and will work in conjunction with the proposed 

CET.  These changes will not have a measurable impact on the City’s proposed Capital Improvement 

Program which is funded by the system development charges. 

 

The track changes version of the proposed amendments is attached at Exhibit A and a clean version is 

Exhibit B.   

 

FISCAL IMPACT:   

 

There is no measurable fiscal impact to the City. 

 

STRATEGIC ASSESSMENT:  

2020 Council Goals: 

 

3. Promote development of housing affordability such as houselessness, transitional housing, workforce 

housing. 

 

 

 
 

City Council Ordinance No. 2020-2869 with: 

Exhibit “A”: Track Changes Version 

Exhibit “B”: Clean Version 

 

 

Attachments: 1. November 8, 2019 HBA, Ezra Hammer Email to City 

  2. April 18, 2020 HBA, Ezra Hammer Letter to City Council 
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ORDINANCE NO. 2020-2869 

 

 

AN ORDINANCE AMENDING CHAPTER 13 OF THE NEWBERG 

MUNICIPAL CODE TO MODIFY SYSTEM DEVELOPMENT CHARGE 

REGULATIONS 
 

 

RECITALS: 

 

1. WHEREAS, On December 18, 2017 the City Council received and discussed a final proposal from 

Housing Newberg on a list of items to address housing affordability in Newberg. 

 

2. WHEREAS, The Homebuilders Association requested minor revisions to the System Development 

Charges to implement in conjunction with the Construction Excise Tax. 

 

3. WHEREAS, Chapter 13 of the Newberg Municipal Code addresses public utilities, services and 

system development charges in the City.   

 

4. WHEREAS, these changes will help decrease costs to the homebuilder and will work in conjunction 

with the proposed CET. 

 

5. WHEREAS, these changes will not have a measurable impact on the City’s proposed Capital 

Improvement Program which is funded by the system development charges. 

 

6. WHEREAS, this amendment furthers the City Council’s goals to promote development of housing 

affordability such as houselessness, transitional housing, workforce housing. 

 

 

THE CITY OF NEWBERG ORDAINS AS FOLLOWS: 

 

Section 1.  Chapter 13 of the Newberg Municipal Code is amended as follows: 

 

1. NMC 13.05.090 Collection of charge is amended to read: 

 

A. The system development charge is due and payable at the earliest of the following: 

1. At the time a request for an insulation inspection is made on single family residences and 

duplexes.  To allow timely processing of payment, payment must be made not less than 48 hours 

prior to a request for inspection and no insulation inspection shall be scheduled without proof of 

payment.; 

2. Issuance of a building permit for all other habitable structures (a development permit); 

2. A development permit not requiring the issuance of a building permit; 

3. Issuance of a permit to connect to the water system; or 
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following votes: AYE: NAY: ABSENT: ABSTAIN:

       
     

pursuant to NMC 13.05.120.

installment payments has been made pursuant to NMC 13.05.110, or unless an exemption is granted 

paid in full, except for single family residences and duplexes per NMC 13.05.090 A.1., provision for 

E. The city manager shall not issue such permit or allow such connection until the charge has been 

collection not the time of permit application.

wastewater system of the city is made.  The applicable charge is the charge in place at the time of 
building or development of a parcel is issued or when a connection to the water, stormwater, or 
D. The city manager shall collect the applicable system development charge when a permit that allows 

date that a permit was required.

without an appropriate permit, the system development charge is immediately payable upon the earliest 
C. If development is commenced or connection is made to the water, stormwater, or wastewater systems 

to seasonal or ordinary fluctuations in usage.

the usage of the capital improvement is increased based on changes in the use of the property unrelated

B. If no building or connection permit is required, the system development charge is payable at the time 

4. Issuance of a permit to connect to the wastewater system.

Rick Rogers, Mayor

____________________

      

Sue Ryan, City Recorder

_______________________________

EFFECTIVE DATE of this ordinance is 30 days after the adoption date, which is: December 16, 2020.

ADOPTED by the City Council of the City of Newberg, Oregon, this 16th day of November, 2020, by the

ATTEST by the Mayor this 19th day of November, 2020.





 
 

 Home Builders Association of Metropolitan Portland 

April 18, 2020 

 

Rick Rogers, Mayor 

Newberg City Hall 

414 E 1st St. 

Newberg, OR 97132 

Re: Concern Regarding Construction Excise Tax (Item 8.C) 

Dear Mayor Rogers, 

The Home Builders Association of Metropolitan Portland (“HBA”) represents over 800 

businesses and tens of thousands of women and men who work in the residential building and 

remodeling industries throughout the greater Portland area.  We are dedicated to maximizing housing 

choice for all who reside in the region while promoting housing access and availability for everyone. 

The COVID-19 pandemic is causing severe economic disruption throughout Yamhill County 

and Oregon.  Home building, like many industries, is facing an uncertain future.  Nationwide, home 

construction in March suffered its worst monthly decline since 1984 as housing starts fell by over 22% 

from the previous month.  This downturn in construction is attributed to many factors including, but 

not limited to, supply chain interruptions for material coming from East Asia, reductions in available 

capital, and wavering consumer demand. 

Despite the economic downturn, Oregonians continue to desperately need new housing.  A 

recent report showed the state underproduced 155,000 units of housing since the Great Recession. 

This failure forces Oregon families to compete for ever scarcer housing, which in turn drives costs, 

delays family formations, and inhibits the growth. 

 Given the trying combination of the current economic outlook and the pressing need for new 

housing to meet Oregonians needs, the City of Newberg (the “City”) should take the opportunity to 

encourage and support – rather than discourage and tax – new housing.  A construction excise tax 

(“CET”) is the absolutely wrong policy prescription at this time.  A CET could add thousands of 

dollars to the cost of building a new home, which would only serve to further depress housing 

construction. 

 A CET may have merits, and – if implemented with system development charge (“SDC”) 

administrative reform best practices – could produce a win-win-win for the City, future residents who 

purchase market rate homes, and non-profit developers.  Additionally, HBA is supportive of the City’s 

efforts to identify funding sources for affordable housing.  However, as recently highlighted in an LA 

Attachment 2



 
Concern Regarding Construction Excise Tax (Item 8.C) – April 18, 2020 

Home Builders Association of Metropolitan Portland 

Times article, merely funding affordable housing without coupling that funding with fundamental 

housing reform will only serve to increase overall housing cost. 

Recognizing this fact, the City of Tigard recently passed a CET in junction with SDC reforms. 

HBA supported these efforts and Tigard was able to successfully build a broad-based coalition of 

community groups to help pass a series of policies that both raise money for the construction of 

affordable housing and reduce the overall cost of constructing new housing. 

HBA asks the City to follow a similar path. Newberg should refrain from penalizing the 

construction of new housing with a CET until the COVID-19 pandemic has receded and take the 

opportunity to engage with development community stakeholders to craft a holistic approach towards 

funding affordable housing and reducing construction costs. Absent such an approach, the City will 

only serve to aggravate an already precarious economic situation and reduce housing access for 

Oregonians in Yamhill County. 

 

 

Sincerely, 

 

 

Ezra Hammer  

Vice President, Policy and Government Affairs 

 

Cc: Denise Bacon, Councilor 

 Stephanie Findley, Councilor  

Yarnell Hollamon, Councilor 

 Patrick Johnson, Councilor  

Julia Martinez Plancarte, Councilor 

 Gene Piros, Councilor 
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 Title 13 

PUBLIC UTILITIES AND SERVICES 

Chapters: 

13.05    General Provisions 

13.10    Wastewater 

13.15    Water 

13.20    Stormwater System 

13.25    Stormwater Management 

Exhibit A
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Chapter 13.05 

GENERAL PROVISIONS 

Sections: 

Article I. System Development Charges 

13.05.010    Purpose. 

13.05.020    Scope. 

13.05.030    Definitions. 

13.05.040    System development charge established. 

13.05.050    Methodology. 

13.05.060    Authorized expenditures. 

13.05.070    Expenditure restrictions. 

13.05.075    Notice. 

13.05.080    Improvement plan. 

13.05.090    Collection of charge. 

13.05.100    Delinquent charges – Hearing. 

13.05.110    Installment payment. 

13.05.120    Exemptions and waivers. 

13.05.130    Credits and deductions. 

13.05.135    Indexing. 

13.05.140    Segregation and use of revenue. 

13.05.150    Appeal procedure. 

13.05.160    Prohibited connection. 

Article II. Penalty 

13.05.170    Penalty. 

Article I. System Development Charges 

13.05.010 Purpose. 

The purpose of the system development charge is to impose a portion of the cost of capital improvements for water, 

wastewater drainage, streets, and flood control upon those developments that create the need for or increase the 

demands on capital improvements. [Ord. 2823 § 1, 3-19-18; Ord. 2306, 6-18-91. Code 2001 § 50.01.] 

13.05.020 Scope. 

The system development charge imposed by this article is separate from and in addition to any applicable tax, 

assessment, charge, or fee otherwise provided by law or imposed as a condition of development. [Ord. 2306, 

6-18-91. Code 2001 § 50.02.] 

Cross-reference: See Chapter 223 of Title 21 ORS for local system development charges. 

13.05.030 Definitions. 

For the purpose of this article, the following definitions shall apply unless the context clearly indicates or requires a 

different meaning: 

“Capital improvements” means facilities or assets used for: 

1. Water supply, treatment, and distribution; 

2. Wastewater collection, transmission, treatment, and disposal; 

3. Drainage and flood control; or 

4. Transportation. 



Newberg Municipal Code  

Chapter 13.05 GENERAL PROVISIONS 

Page 3/8 

The Newberg Municipal Code is current through Ordinance 2865, passed August 17, 2020.  

“Developer” means the person, builder, applicant, permittee, or firm developing land, making the improvement, or 

building or modifying a structure. 

“Development” means constructing a building or making a physical change in the use or appearance of a structure 

or land. 

“Improvement fee” means a fee for costs associated with capital improvements to be constructed after the date the 

fee is adopted pursuant to NMC 13.05.040. 

“Land area” means the area of a parcel of land as measured by projection of the parcel boundaries upon a 

horizontal plane with the exception of a portion of the parcel within a recorded right-of-way or easement subject to a 

servitude for a public street, or scenic purpose, or preservation purpose. 

“Parcel of land” means a lot, parcel, block, or other tract of land that is occupied or may be occupied by a structure 

or structures or other use, and that includes the yards and other open spaces required under the zoning, subdivision, 

or other development ordinances. 

“Qualified public improvement” means a capital improvement that is: 

1. Required as a condition of development approval; 

2. Identified in the plan adopted pursuant to NMC 13.05.080; and either: 

a. Not located on or contiguous to a parcel of land that is the subject of a development approval; or 

b. Located in whole or in part on or contiguous to property that is the subject of development approval and 

required to be built larger or with greater capacity than is necessary for the particular development project 

to which the improvement fee is related. 

3. For purposes of this definition, “contiguous” means in a public way which abuts the parcel. 

“Reimbursement fee” means a fee for costs associated with capital improvements constructed or under construction 

on the date the fee is adopted pursuant to NMC 13.05.040 and for which the city council determines capacity exists. 

“System development charge” means a reimbursement fee, an improvement fee, or a combination of a 

reimbursement fee and an improvement fee assessed or collected at the time of increased usage of a capital 

improvement, at the time of issuance of a development permit or building permit, or at the time of connection to the 

capital improvement. “System development charge” includes that portion of a sewer or water system connection 

charge that is greater than the amount necessary to reimburse the local government for its average cost of inspecting 

and installing connections with water and sewer facilities. “System development charge” does not include fees 

assessed or collected as part of a local improvement district or a charge in lieu of a local improvement district 

assessment, or the cost of complying with requirements or conditions imposed by a land use decision. [Ord. 2823 § 

1, 3-19-18; Ord. 2306, 6-18-91. Code 2001 § 50.03.] 

13.05.040 System development charge established. 

A. System development charges shall be established and may be revised by resolution of the city council. 

B. Unless otherwise exempted by the provisions of this article or other local or state law, a system development 

charge is imposed upon all development within the city, and upon all development outside the boundary of the city 

that connect to or otherwise use the wastewater facilities, stormwater facilities, or water facilities of the city.  

C. For properties located outside the city limits, a factor of two shall be multiplied times the system development 

charge computed for the development if it were located within the city limits. [Ord. 2823 § 1, 3-19-18; Ord. 2306, 

6-18-91. Code 2001 § 50.04.] 

Cross-reference: See ORS 223.299 and 223.297 – 223.314 for system development charges. 
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13.05.050 Methodology. 

A. The methodology used to establish or modify the reimbursement fee shall, where applicable, be based on the cost 

of then-existing facilities, prior contributions by then-existing users, the value of unused capacity, rate-making 

principles employed to finance publicly owned capital improvements, and other relevant factors identified by the 

city council. The methodology shall promote the objective that future systems users shall contribute no more than an 

equitable share of the cost of then-existing facilities. 

B. The methodology used to establish or modify the improvement fee shall, where applicable, demonstrate 

consideration of the cost of projected capital improvements needed to increase the capacity of the systems to which 

the fee is related. 

C. The methodology used to establish the improvement fee or the reimbursement fee, or both, shall be contained in a 

resolution adopted by the city council. [Ord. 2823 § 1, 3-19-18; Ord. 2306, 6-18-91. Code 2001 § 50.05.] 

13.05.060 Authorized expenditures. 

A. Reimbursement fees shall be applied only to capital improvements associated with the systems for which the fees 

are assessed, including expenditures relating to repayment of indebtedness. 

B. Improvement Fees. 

1. Improvement fees shall be spent only on capacity-increasing capital improvements, including expenditures 

relating to repayment of future debt for the improvements. An increase in system capacity occurs if a capital 

improvement increases the level of performance or service provided by existing facilities or provides new 

facilities. The portion of the capital improvements funded by improvement fees must be related to demands 

created by development. 

2. A capital improvement being funded wholly or in part from revenues derived from the improvement fee shall 

be included in the plan adopted by the city pursuant to NMC 13.05.080. 

C. Notwithstanding subsections (A) and (B) of this section, system development charge revenues may be expended 

on the direct costs of complying with the provisions of this article, including the costs of developing system 

development charge methodologies and providing an annual accounting of system development charge 

expenditures. [Ord. 2306, 6-18-91. Code 2001 § 50.06.] 

13.05.070 Expenditure restrictions. 

A. System development charges shall not be expended for costs associated with the construction of administrative 

office facilities that are more than an incidental part of other capital improvements. 

B. System development charges shall not be expended for costs of the operation or routine maintenance of capital 

improvements. [Ord. 2306, 6-18-91. Code 2001 § 50.07.] 

13.05.075 Notice. 

A. The city shall maintain a list of persons who have made a written request for notification prior to adoption or 

modification of a methodology for any system development charge. Written notice shall be mailed to persons on the 

list at least 90 days prior to the first hearing to establish or modify a system development charge. The methodology 

supporting the system development charge shall be available at least 60 days prior to the first hearing to adopt or 

amend a system development charge. The failure of a person on the list to receive a notice that was mailed does not 

invalidate the action of the city. 

B. The city may periodically delete names from the list, but at least 30 days prior to removing a name from the list, 

the city must notify the person whose name is to be deleted that a new written request for notification is required if 

the person wishes to remain on the notification list. [Ord. 2823 § 1, 3-19-18.] 

13.05.080 Improvement plan. 

A. The city council shall adopt a plan that: 

1. Lists the capital improvements that the city council intends to fund in whole or in part with improvement fee 

revenues; 



Newberg Municipal Code  

Chapter 13.05 GENERAL PROVISIONS 

Page 5/8 

The Newberg Municipal Code is current through Ordinance 2865, passed August 17, 2020.  

2. Lists the estimated cost and time of construction of each improvement and the percentage of that cost eligible 

to be funded with improvement fee revenues; and 

3. Describes the process for modifying the plan. 

B. In adopting this plan, the city council may incorporate by reference all or a portion of any public facilities plan, 

master plan, capital improvements plan, or similar plan that contains the information required by this section. 

C. The city council may modify such plan and list at any time. If a system development charge will be increased by 

a proposed modification to the list to include a capacity-increasing public improvement the city council will: 

1. At least 30 days prior to adoption of the proposed modification, provide written notice to persons who have 

requested notice pursuant to NMC 13.05.075. 

2. Hold a public hearing if a written request for a hearing is received within seven days of the date of the 

proposed modification. 

D. A change in the amount of a reimbursement fee or an improvement fee is not a modification of the system 

development charge if the change in amount is based on the periodic application of the indexing provisions of NMC 

13.05.135 or a modification to any of the factors related to the rate therein that are incorporated in the established 

methodology. [Ord. 2823 § 1, 3-19-18; Ord. 2306, 6-18-91. Code 2001 § 50.08.] 

13.05.090 Collection of charge. 

A. The system development charge is due and payable upon issuance ofat the earliest of the following: 

1. At the time a request for an insulation inspection is made on single family residences and duplexes.  To 

allow timely processing of payment, payment must be made not less than 48 hours prior to a request for 

inspection and no insulation inspection shall be scheduled without proof of payment.; 

2. A building permitIssuance of a building permit for all other habitable structures (a development permit); 

2. A development permit not requiring the issuance of a building permit; 

3. A Issuance of a permit to connect to the water system; or 

4. A Issuance of a permit to connect to the wastewater system. 

B. If no building or connection permit is required, the system development charge is payable at the time the usage of 

the capital improvement is increased based on changes in the use of the property unrelated to seasonal or ordinary 

fluctuations in usage. 

C. If development is commenced or connection is made to the water, stormwater, or wastewater systems without an 

appropriate permit, the system development charge is immediately payable upon the earliest date that a permit was 

required. 

D. The city manager shall collect the applicable system development charge when a permit that allows building or 

development of a parcel is issued or when a connection to the water, stormwater, or wastewater system of the city is 

made.  The applicable charge is the charge in place at the time of collection not the time of permit application. 

E. The city manager shall not issue such permit or allow such connection until the charge has been paid in full, 

except for single family residences and duplexes per NMC 13.05.090 A.1., provision for installment payments has 

been made pursuant to NMC 13.05.110, or unless an exemption is granted pursuant to NMC 13.05.120. [Ord. 2823 

§ 1, 3-19-18; Ord. 2306, 6-18-91. Code 2001 § 50.09.] 

13.05.100 Delinquent charges – Hearing. 

A. When, for any reason, the system development charge has not been paid, the city manager shall report to the city 

council the amount of the uncollected charge, the description of the development to which the charge is attributable, 

the date upon which the charge was due, and the name of the developer. 
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B. The city council shall schedule a public hearing on the matter and direct that notice of the hearing be given to 

each developer with a copy of the city manager report concerning the unpaid charge. Notice of the hearing shall be 

given either personally or by certified mail, return receipt requested, or by both personal and mailed notice, and by 

posting notice on the parcel at least 10 days before the date set for the hearing. 

C. At the hearing, the city council may accept, reject, or modify the determination of the city manager as set forth in 

the report. If the city council finds that a system development charge is unpaid and uncollected, it shall direct the 

city manager to enter the unpaid and uncollected system development charge in the lien docket. Upon completion of 

the docketing, the city shall have a lien against the described land for the full amount of the unpaid charge, together 

with interest at the legal rate of 10 percent and with the city’s actual cost of serving notice of the hearing on the 

owners. The lien shall be enforceable in the manner provided in ORS Chapter 223. [Ord. 2306, 6-18-91. Code 2001 

§ 50.10.] 

13.05.110 Installment payment. 

A. An owner of property obligated to pay a system development charge in an amount exceeding $2,500 may apply 

to pay the charge in semiannual installments over a period not to exceed 10 years, but will pay minimum semiannual 

installments of not less than $1,250. Installments shall include interest on the unpaid balance at the rate equal to 

three percent per annum above the prime rate of interest quoted by the Wall Street Journal as of January 2nd of the 

year in which the charge is imposed. 

B. The city manager shall provide application forms for installment payments, which shall include a waiver of all 

rights to contest the validity of the lien, except for the correction of computational errors. 

C. An applicant for installment payments shall have the burden of demonstrating the applicant’s authority to assent 

to the imposition of a lien on the development and that the interest of the applicant is adequate to secure payment of 

the lien. 

D. The city manager shall docket the lien in the lien docket. From that time the city shall have a lien upon the 

described parcel for the amount of the system development charge, together with interest on the unpaid balance. The 

lien shall be enforceable in the manner provided in ORS Chapter 223. [Ord. 2823 § 1, 3-19-18; Ord. 2306, 6-18-91. 

Code 2001 § 50.11.] 

13.05.120 Exemptions and waivers. 

A. Structures and uses established and existing on or before June 18, 1991, are exempt from a system development 

charge, except water and wastewater charges, to the extent of the structure or use then existing and to the extent of 

the parcel of land as it is constituted on that date. Structures and uses affected by this section shall pay the water or 

wastewater charges pursuant to the terms of this article upon the receipt of a permit to connect to the water or 

wastewater system. 

B. Additions to single-family dwellings that do not constitute the addition of a dwelling unit, as defined by the 

current Oregon Residential Specialty Code, are exempt from all portions of the system development charge. 

C. An alteration, addition, replacement, or change in use that does not increase the parcel’s or structure’s use of the 

public improvement facility are exempt from all portions of the system development charge. 

D. Up to two low or moderate income single-family residential projects for certified nonprofit entities per calendar 

year will be granted a waiver for wastewater and water system development charges by the city manager on a first 

come, first served basis. 

E. Except as provided in subsection (D) of this section, no waiver of system development charges shall be made. 

[Ord. 2823 § 1, 3-19-18; Ord. 2306, 6-18-91. Code 2001 § 50.12.] 

13.05.130 Credits and deductions. 

A. Deductions shall be given for the computed system development charge to the extent that prior structures existed 

and services were established on or after June 18, 1991. The deduction so computed shall not exceed the calculated 

system development charge. No refund shall be made on account of such deduction. No deduction will be granted 

on uses that have not existed for over five years or if said property has been vacant for over five years. 
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B. A credit shall be given for the cost of a qualified public improvement associated with a development. If a 

qualified public improvement is the subject of the development approval: 

1. The credit shall be given only for the cost of the eligible portion of the improvement. 

2. The credit provided for by this subsection shall be only for the improvement fee charged for the type of 

improvement being constructed. 

3. Credits must be for the actual cost of project capacity in excess of that needed to serve the particular 

development. 

4. Credits must be issued only for projects in the plan adopted pursuant to NMC 13.05.080. 

5. The applicant shall have the burden of demonstrating that a particular improvement qualifies for credit under 

this subsection. The request for credit shall be filed in writing no later than 60 days after acceptance of the 

improvement by the city. 

6. The city may deny the credit provided for in this section if the city demonstrates that the application does not 

meet the requirements of this section or if the improvement for which credit is sought was not included in the 

improvement plan. 

C. Credit shall not be transferable from one development to another. 

D. Credit shall not be transferable from one type of capital improvement to another. 

E. Credits cannot be indexed for inflation. 

F. Credits cannot be redeemed for cash. 

G. Credits shall be used within five years from the date the credit is given. [Ord. 2823 § 1, 3-19-18; Ord. 2306, 

6-18-91. Code 2001 § 50.13.] 

13.05.135 Indexing. 

All system development charges will be indexed. The indexing will be based on the Engineering News Record 

Construction Cost Index for Seattle for December of each year and they will be increased on April 1st each 

subsequent year. [Ord. 2823 § 1, 3-19-18.] 

13.05.140 Segregation and use of revenue. 

A. All funds derived from a particular system development charge are to be segregated by accounting practices from 

all other funds of the city. That portion of the system development charge calculated and collected on account of a 

specific facility system shall be used for no purpose other than those set forth in NMC 13.05.060. 

B. The city manager shall provide an annual accounting, based on the city’s fiscal year, for system development 

charges showing the total amount of system development charge revenues collected for each type of facility and the 

projects funded from each account. [Ord. 2823 § 1, 3-19-18; Ord. 2306, 6-18-91. Code 2001 § 50.14.] 

13.05.150 Appeal procedure. 

A. A person challenging the propriety of an expenditure of system development charge revenues may appeal the 

decision or the expenditure to the city council by filing a written request with the city manager describing with 

particularity the expenditure which the person appeals. An appeal of an expenditure must be filed within two years 

of the date of the alleged improper expenditure. 

B. After providing notice to the appellant, the city council shall determine if the expenditure is in accordance with 

this article and the provisions of ORS 223.297 through 223.314 and may affirm, modify, or overrule the decisions. If 

the city council determines that there has been an improper expenditure of system development charge revenues, the 

city council shall direct that a sum equal to the misspent amount shall be deposited within one year to the credit of 

the account or fund from which it was spent. 
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C. A legal action challenging the methodology adopted by the city council pursuant to NMC 13.05.050 shall not be 

filed later than 60 days after the adoption and only as provided in ORS 34.010 through ORS 34.100. [Ord. 2823 § 1, 

3-19-18; Ord. 2306, 6-18-91. Code 2001 § 50.15.] 

13.05.160 Prohibited connection. 

No person shall connect to the water or wastewater systems of the city unless the appropriate system development 

charge has been paid or installment payment method has been applied for and approved. [Ord. 2306, 6-18-91. Code 

2001 § 50.16.] 

Penalty: See NMC 13.05.170. 

Article II. Penalty 

13.05.170 Penalty. 

Violation of NMC 13.05.160 is punishable by a fine not to exceed $500.00. [Ord. 2585, 7-21-03; Ord. 2306, 

6-18-91. Code 2001 § 50.99.] 
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Article II. Penalty 

13.05.170    Penalty. 

Article I. System Development Charges 

13.05.010 Purpose. 

The purpose of the system development charge is to impose a portion of the cost of capital improvements for water, 

wastewater drainage, streets, and flood control upon those developments that create the need for or increase the 

demands on capital improvements. [Ord. 2823 § 1, 3-19-18; Ord. 2306, 6-18-91. Code 2001 § 50.01.] 

13.05.020 Scope. 

The system development charge imposed by this article is separate from and in addition to any applicable tax, 

assessment, charge, or fee otherwise provided by law or imposed as a condition of development. [Ord. 2306, 

6-18-91. Code 2001 § 50.02.] 

Cross-reference: See Chapter 223 of Title 21 ORS for local system development charges. 

13.05.030 Definitions. 

For the purpose of this article, the following definitions shall apply unless the context clearly indicates or requires a 

different meaning: 

“Capital improvements” means facilities or assets used for: 

1. Water supply, treatment, and distribution; 

2. Wastewater collection, transmission, treatment, and disposal; 

3. Drainage and flood control; or 

4. Transportation. 
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“Developer” means the person, builder, applicant, permittee, or firm developing land, making the improvement, or 

building or modifying a structure. 

“Development” means constructing a building or making a physical change in the use or appearance of a structure 

or land. 

“Improvement fee” means a fee for costs associated with capital improvements to be constructed after the date the 

fee is adopted pursuant to NMC 13.05.040. 

“Land area” means the area of a parcel of land as measured by projection of the parcel boundaries upon a 

horizontal plane with the exception of a portion of the parcel within a recorded right-of-way or easement subject to a 

servitude for a public street, or scenic purpose, or preservation purpose. 

“Parcel of land” means a lot, parcel, block, or other tract of land that is occupied or may be occupied by a structure 

or structures or other use, and that includes the yards and other open spaces required under the zoning, subdivision, 

or other development ordinances. 

“Qualified public improvement” means a capital improvement that is: 

1. Required as a condition of development approval; 

2. Identified in the plan adopted pursuant to NMC 13.05.080; and either: 

a. Not located on or contiguous to a parcel of land that is the subject of a development approval; or 

b. Located in whole or in part on or contiguous to property that is the subject of development approval and 

required to be built larger or with greater capacity than is necessary for the particular development project 

to which the improvement fee is related. 

3. For purposes of this definition, “contiguous” means in a public way which abuts the parcel. 

“Reimbursement fee” means a fee for costs associated with capital improvements constructed or under construction 

on the date the fee is adopted pursuant to NMC 13.05.040 and for which the city council determines capacity exists. 

“System development charge” means a reimbursement fee, an improvement fee, or a combination of a 

reimbursement fee and an improvement fee assessed or collected at the time of increased usage of a capital 

improvement, at the time of issuance of a development permit or building permit, or at the time of connection to the 

capital improvement. “System development charge” includes that portion of a sewer or water system connection 

charge that is greater than the amount necessary to reimburse the local government for its average cost of inspecting 

and installing connections with water and sewer facilities. “System development charge” does not include fees 

assessed or collected as part of a local improvement district or a charge in lieu of a local improvement district 

assessment, or the cost of complying with requirements or conditions imposed by a land use decision. [Ord. 2823 § 

1, 3-19-18; Ord. 2306, 6-18-91. Code 2001 § 50.03.] 

13.05.040 System development charge established. 

A. System development charges shall be established and may be revised by resolution of the city council. 

B. Unless otherwise exempted by the provisions of this article or other local or state law, a system development 

charge is imposed upon all development within the city, and upon all development outside the boundary of the city 

that connect to or otherwise use the wastewater facilities, stormwater facilities, or water facilities of the city.  

C. For properties located outside the city limits, a factor of two shall be multiplied times the system development 

charge computed for the development if it were located within the city limits. [Ord. 2823 § 1, 3-19-18; Ord. 2306, 

6-18-91. Code 2001 § 50.04.] 

Cross-reference: See ORS 223.299 and 223.297 – 223.314 for system development charges. 
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13.05.050 Methodology. 

A. The methodology used to establish or modify the reimbursement fee shall, where applicable, be based on the cost 

of then-existing facilities, prior contributions by then-existing users, the value of unused capacity, rate-making 

principles employed to finance publicly owned capital improvements, and other relevant factors identified by the 

city council. The methodology shall promote the objective that future systems users shall contribute no more than an 

equitable share of the cost of then-existing facilities. 

B. The methodology used to establish or modify the improvement fee shall, where applicable, demonstrate 

consideration of the cost of projected capital improvements needed to increase the capacity of the systems to which 

the fee is related. 

C. The methodology used to establish the improvement fee or the reimbursement fee, or both, shall be contained in a 

resolution adopted by the city council. [Ord. 2823 § 1, 3-19-18; Ord. 2306, 6-18-91. Code 2001 § 50.05.] 

13.05.060 Authorized expenditures. 

A. Reimbursement fees shall be applied only to capital improvements associated with the systems for which the fees 

are assessed, including expenditures relating to repayment of indebtedness. 

B. Improvement Fees. 

1. Improvement fees shall be spent only on capacity-increasing capital improvements, including expenditures 

relating to repayment of future debt for the improvements. An increase in system capacity occurs if a capital 

improvement increases the level of performance or service provided by existing facilities or provides new 

facilities. The portion of the capital improvements funded by improvement fees must be related to demands 

created by development. 

2. A capital improvement being funded wholly or in part from revenues derived from the improvement fee shall 

be included in the plan adopted by the city pursuant to NMC 13.05.080. 

C. Notwithstanding subsections (A) and (B) of this section, system development charge revenues may be expended 

on the direct costs of complying with the provisions of this article, including the costs of developing system 

development charge methodologies and providing an annual accounting of system development charge 

expenditures. [Ord. 2306, 6-18-91. Code 2001 § 50.06.] 

13.05.070 Expenditure restrictions. 

A. System development charges shall not be expended for costs associated with the construction of administrative 

office facilities that are more than an incidental part of other capital improvements. 

B. System development charges shall not be expended for costs of the operation or routine maintenance of capital 

improvements. [Ord. 2306, 6-18-91. Code 2001 § 50.07.] 

13.05.075 Notice. 

A. The city shall maintain a list of persons who have made a written request for notification prior to adoption or 

modification of a methodology for any system development charge. Written notice shall be mailed to persons on the 

list at least 90 days prior to the first hearing to establish or modify a system development charge. The methodology 

supporting the system development charge shall be available at least 60 days prior to the first hearing to adopt or 

amend a system development charge. The failure of a person on the list to receive a notice that was mailed does not 

invalidate the action of the city. 

B. The city may periodically delete names from the list, but at least 30 days prior to removing a name from the list, 

the city must notify the person whose name is to be deleted that a new written request for notification is required if 

the person wishes to remain on the notification list. [Ord. 2823 § 1, 3-19-18.] 

13.05.080 Improvement plan. 

A. The city council shall adopt a plan that: 

1. Lists the capital improvements that the city council intends to fund in whole or in part with improvement fee 

revenues; 
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2. Lists the estimated cost and time of construction of each improvement and the percentage of that cost eligible 

to be funded with improvement fee revenues; and 

3. Describes the process for modifying the plan. 

B. In adopting this plan, the city council may incorporate by reference all or a portion of any public facilities plan, 

master plan, capital improvements plan, or similar plan that contains the information required by this section. 

C. The city council may modify such plan and list at any time. If a system development charge will be increased by 

a proposed modification to the list to include a capacity-increasing public improvement the city council will: 

1. At least 30 days prior to adoption of the proposed modification, provide written notice to persons who have 

requested notice pursuant to NMC 13.05.075. 

2. Hold a public hearing if a written request for a hearing is received within seven days of the date of the 

proposed modification. 

D. A change in the amount of a reimbursement fee or an improvement fee is not a modification of the system 

development charge if the change in amount is based on the periodic application of the indexing provisions of NMC 

13.05.135 or a modification to any of the factors related to the rate therein that are incorporated in the established 

methodology. [Ord. 2823 § 1, 3-19-18; Ord. 2306, 6-18-91. Code 2001 § 50.08.] 

13.05.090 Collection of charge. 

A. The system development charge is due and payable at the earliest of the following: 

1. At the time a request for an insulation inspection is made on single family residences and duplexes.  To 

allow timely processing of payment, payment must be made not less than 48 hours prior to a request for 

inspection and no insulation inspection shall be scheduled without proof of payment.; 

2. Issuance of a building permit for all other habitable structures (a development permit); 

2. A development permit not requiring the issuance of a building permit; 

3. Issuance of a permit to connect to the water system; or 

4. Issuance of a permit to connect to the wastewater system. 

B. If no building or connection permit is required, the system development charge is payable at the time the usage of 

the capital improvement is increased based on changes in the use of the property unrelated to seasonal or ordinary 

fluctuations in usage. 

C. If development is commenced or connection is made to the water, stormwater, or wastewater systems without an 

appropriate permit, the system development charge is immediately payable upon the earliest date that a permit was 

required. 

D. The city manager shall collect the applicable system development charge when a permit that allows building or 

development of a parcel is issued or when a connection to the water, stormwater, or wastewater system of the city is 

made.  The applicable charge is the charge in place at the time of collection not the time of permit application. 

E. The city manager shall not issue such permit or allow such connection until the charge has been paid in full, 

except for single family residences and duplexes per NMC 13.05.090 A.1., provision for installment payments has 

been made pursuant to NMC 13.05.110, or unless an exemption is granted pursuant to NMC 13.05.120. [Ord. 2823 

§ 1, 3-19-18; Ord. 2306, 6-18-91. Code 2001 § 50.09.] 

13.05.100 Delinquent charges – Hearing. 

A. When, for any reason, the system development charge has not been paid, the city manager shall report to the city 

council the amount of the uncollected charge, the description of the development to which the charge is attributable, 

the date upon which the charge was due, and the name of the developer. 
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B. The city council shall schedule a public hearing on the matter and direct that notice of the hearing be given to 

each developer with a copy of the city manager report concerning the unpaid charge. Notice of the hearing shall be 

given either personally or by certified mail, return receipt requested, or by both personal and mailed notice, and by 

posting notice on the parcel at least 10 days before the date set for the hearing. 

C. At the hearing, the city council may accept, reject, or modify the determination of the city manager as set forth in 

the report. If the city council finds that a system development charge is unpaid and uncollected, it shall direct the 

city manager to enter the unpaid and uncollected system development charge in the lien docket. Upon completion of 

the docketing, the city shall have a lien against the described land for the full amount of the unpaid charge, together 

with interest at the legal rate of 10 percent and with the city’s actual cost of serving notice of the hearing on the 

owners. The lien shall be enforceable in the manner provided in ORS Chapter 223. [Ord. 2306, 6-18-91. Code 2001 

§ 50.10.] 

13.05.110 Installment payment. 

A. An owner of property obligated to pay a system development charge in an amount exceeding $2,500 may apply 

to pay the charge in semiannual installments over a period not to exceed 10 years, but will pay minimum semiannual 

installments of not less than $1,250. Installments shall include interest on the unpaid balance at the rate equal to 

three percent per annum above the prime rate of interest quoted by the Wall Street Journal as of January 2nd of the 

year in which the charge is imposed. 

B. The city manager shall provide application forms for installment payments, which shall include a waiver of all 

rights to contest the validity of the lien, except for the correction of computational errors. 

C. An applicant for installment payments shall have the burden of demonstrating the applicant’s authority to assent 

to the imposition of a lien on the development and that the interest of the applicant is adequate to secure payment of 

the lien. 

D. The city manager shall docket the lien in the lien docket. From that time the city shall have a lien upon the 

described parcel for the amount of the system development charge, together with interest on the unpaid balance. The 

lien shall be enforceable in the manner provided in ORS Chapter 223. [Ord. 2823 § 1, 3-19-18; Ord. 2306, 6-18-91. 

Code 2001 § 50.11.] 

13.05.120 Exemptions and waivers. 

A. Structures and uses established and existing on or before June 18, 1991, are exempt from a system development 

charge, except water and wastewater charges, to the extent of the structure or use then existing and to the extent of 

the parcel of land as it is constituted on that date. Structures and uses affected by this section shall pay the water or 

wastewater charges pursuant to the terms of this article upon the receipt of a permit to connect to the water or 

wastewater system. 

B. Additions to single-family dwellings that do not constitute the addition of a dwelling unit, as defined by the 

current Oregon Residential Specialty Code, are exempt from all portions of the system development charge. 

C. An alteration, addition, replacement, or change in use that does not increase the parcel’s or structure’s use of the 

public improvement facility are exempt from all portions of the system development charge. 

D. Up to two low or moderate income single-family residential projects for certified nonprofit entities per calendar 

year will be granted a waiver for wastewater and water system development charges by the city manager on a first 

come, first served basis. 

E. Except as provided in subsection (D) of this section, no waiver of system development charges shall be made. 

[Ord. 2823 § 1, 3-19-18; Ord. 2306, 6-18-91. Code 2001 § 50.12.] 

13.05.130 Credits and deductions. 

A. Deductions shall be given for the computed system development charge to the extent that prior structures existed 

and services were established on or after June 18, 1991. The deduction so computed shall not exceed the calculated 

system development charge. No refund shall be made on account of such deduction. No deduction will be granted 

on uses that have not existed for over five years or if said property has been vacant for over five years. 
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B. A credit shall be given for the cost of a qualified public improvement associated with a development. If a 

qualified public improvement is the subject of the development approval: 

1. The credit shall be given only for the cost of the eligible portion of the improvement. 

2. The credit provided for by this subsection shall be only for the improvement fee charged for the type of 

improvement being constructed. 

3. Credits must be for the actual cost of project capacity in excess of that needed to serve the particular 

development. 

4. Credits must be issued only for projects in the plan adopted pursuant to NMC 13.05.080. 

5. The applicant shall have the burden of demonstrating that a particular improvement qualifies for credit under 

this subsection. The request for credit shall be filed in writing no later than 60 days after acceptance of the 

improvement by the city. 

6. The city may deny the credit provided for in this section if the city demonstrates that the application does not 

meet the requirements of this section or if the improvement for which credit is sought was not included in the 

improvement plan. 

C. Credit shall not be transferable from one development to another. 

D. Credit shall not be transferable from one type of capital improvement to another. 

E. Credits cannot be indexed for inflation. 

F. Credits cannot be redeemed for cash. 

G. Credits shall be used within five years from the date the credit is given. [Ord. 2823 § 1, 3-19-18; Ord. 2306, 

6-18-91. Code 2001 § 50.13.] 

13.05.135 Indexing. 

All system development charges will be indexed. The indexing will be based on the Engineering News Record 

Construction Cost Index for Seattle for December of each year and they will be increased on April 1st each 

subsequent year. [Ord. 2823 § 1, 3-19-18.] 

13.05.140 Segregation and use of revenue. 

A. All funds derived from a particular system development charge are to be segregated by accounting practices from 

all other funds of the city. That portion of the system development charge calculated and collected on account of a 

specific facility system shall be used for no purpose other than those set forth in NMC 13.05.060. 

B. The city manager shall provide an annual accounting, based on the city’s fiscal year, for system development 

charges showing the total amount of system development charge revenues collected for each type of facility and the 

projects funded from each account. [Ord. 2823 § 1, 3-19-18; Ord. 2306, 6-18-91. Code 2001 § 50.14.] 

13.05.150 Appeal procedure. 

A. A person challenging the propriety of an expenditure of system development charge revenues may appeal the 

decision or the expenditure to the city council by filing a written request with the city manager describing with 

particularity the expenditure which the person appeals. An appeal of an expenditure must be filed within two years 

of the date of the alleged improper expenditure. 

B. After providing notice to the appellant, the city council shall determine if the expenditure is in accordance with 

this article and the provisions of ORS 223.297 through 223.314 and may affirm, modify, or overrule the decisions. If 

the city council determines that there has been an improper expenditure of system development charge revenues, the 

city council shall direct that a sum equal to the misspent amount shall be deposited within one year to the credit of 

the account or fund from which it was spent. 
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C. A legal action challenging the methodology adopted by the city council pursuant to NMC 13.05.050 shall not be 

filed later than 60 days after the adoption and only as provided in ORS 34.010 through ORS 34.100. [Ord. 2823 § 1, 

3-19-18; Ord. 2306, 6-18-91. Code 2001 § 50.15.] 

13.05.160 Prohibited connection. 

No person shall connect to the water or wastewater systems of the city unless the appropriate system development 

charge has been paid or installment payment method has been applied for and approved. [Ord. 2306, 6-18-91. Code 

2001 § 50.16.] 

Penalty: See NMC 13.05.170. 

Article II. Penalty 

13.05.170 Penalty. 

Violation of NMC 13.05.160 is punishable by a fine not to exceed $500.00. [Ord. 2585, 7-21-03; Ord. 2306, 

6-18-91. Code 2001 § 50.99.] 
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