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Memorandum 

To: Newberg Citizen Rate Review Committee 

From: David Beam, Economic Development Planner 

Date: 10/07/09 

Re: Affordable Housing and Consideration of Rate Reductions  

Affordable Housing Action Plan 
 
As you may know, the City of Newberg recently developed an affordable housing 
action plan.  This plan was created in response to the City’s recognition that the lack 
of affordable housing in our community is a serious issue.   
 
On May 8, 2008, the Newberg City Council passed Resolution No. 2008-2781, 
establishing the Housing for Working Families Ad Hoc Committee.  The charge of 
the Committee was to “… identify and recommend tools appropriate for the 
Newberg community this are intended to encourage the development of housing for 
working families.” On May 4, 2009, the Committee presented  the Newberg 
Affordable Housing Action Plan to the City Council (Attachment A.)  At that 
meeting, City Council passed Resolution No. 2009-2843, stating their acceptance of 
the Plan.  
 
Newberg’s Affordable Housing Problem 
 
So what is affordable housing?  The generally accepted definition of affordable 
housing is a household that spends less than 30% of its income on housing related 
costs.     
 
How big a problem is affordable housing in Newberg?  According to the U.S. 
Census Bureau, about 40.5% of homeowners and 37.8% of renters in Newberg 
occupy unaffordable housing (source: American Community Survey 2005-2007.)  
 
Residential construction in recent years shows a trend that, if continued, will do little 
to mitigate this problem.  A graph on Page 4 of the Action Plan compares housing 
constructed between 2005-2008 to the types of housing needed. The graph clearly 
shows that housing that is affordable to households on lower end of the income 
spectrum was not being constructed to keep pace with demand.  The current 
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recession, along with the associated housing issue, appears to have somewhat 
mitigated this trend (e.g. Orchards Lair development by Sportsman Airpark), the 
long-term prognosis of the market meeting demand remains to be seen.   
 
City Council Charge to the CRRC 
 
The Newberg Affordable Housing Action Plan is Phase One of a longer process to 
help bring more affordable housing to Newberg.  To assist with the development and 
refinement of tools described in the Plan, the City Council approved the formation 
of an Affordable Housing Action Committee through Resolution No. 2009-2857 
The Mayor is currently in the process of appointing the members of that Committee.    
 
One of the charges of the new Committee is to examine current development fees 
and make recommendations as to which fees could be reasonably reduced or waived.  
This charge comes from Strategy #5 of the Action Plan (page 36.)  The Council 
directed the Committee to work with the CRRC in its examination of development 
fees.  
  
The Council also stated that the subcommittee organized to address the issue of 
potential development fee reductions shall consist of two members from the full 
Committee and members of the City’s Rate Review Committee.   
 
Potential Development Fee Reduction Options   
 
The Ad Hoc Committee that created the Action Plan spent considerable energy 
looking into the development fees issue. One of the Action Plan Committee’s main 
concerns had to do with revenue balance.   Reductions in development fees are 
usually accompanied with a corresponding increase in fees somewhere else (the 
assumption here is that any recommended change would be revenue neutral.)  Many 
of the options involve raising fees on some other specific sector.  The Committee did 
not favor this approach.  They recommended that the offset mechanism should be a 
burden that is shared by the entire city such as through an increase in some form of 
monthly fee.  Their feeling was that if affordable housing is a community goal, then 
everyone in the community should contribute to the solution. 
 
Development fees pertinent to the CRRC are utility System Development Charges 
(SDCs.) City staff has developed two options to consider that would appear to meet 
the recommendations of the Action Plan regarding a community shared burden:  
 

 Lower SDCs for low income housing, then raise utility rates (for all or 
everyone not low income); or, 

 
 Lower utility rates for low income housing, then raise utility rates for 

everyone else.   
 



  November 2, 2009 

  3 

The following are two more options.  However, it should be noted that the first 
option does not meet the Ad Hoc Committee’s recommendation to spread the cost of 
lowering permit fees through a citywide mechanism.   

 
 Lower SDCs for low income housing, then raise SDCs for others; or,  

 
 Lower utility rates for low income housing, then raise SDCs (for all or 

everyone not low income.) 
 

Also, it should be noted that any of the four options that include changes to utility 
rates to assist low income housing are not part of Council’s specific charge to the 
CRRC, which is to review development fees.  However, there is nothing that 
prevents the CRRC making such a recommendation to the Council.  
 
When discussing this issue with Ad Hoc Committee, city staff prepared a list of 
suggested options regarding how all the City’s SDCs (not just utility SDCs) could be 
reduced for the construction of housing for low income households. The following is 
that list of suggestions. 
 

a. General  
i.   For affordable housing projects, assess the SDCs at time of occupancy 

instead of time of building permit.  This means the developer doesn’t have 
the carrying costs through the construction phase.  The SDCs also could be 
wrapped into closing costs instead of the construction loan.  

ii.  Allow the City to finance the SDCs (we already allow this, we just don’t 
advertise it).  This could be tied to some special City loan program for low 
income housing. 

b. Water:  Base the SDC on fixture units instead of meter size.  The SDCs could 
be structured so that a 3 bath house would pay a little more, and an affordable 
1 bath house would pay less. 

c. Transportation:  Base the fees on trip generation rate that is specific to low 
income housing.  Staff does not know if there are any studies that show that 
affordable housing generates fewer trips, however. 

d. Storm:  We noted that the City does have a storm water credit program 
applicable to multi-family development.  Could expand this to single family.  

e. School:  Not that the school excise tax is waived for qualified low income 
housing projects. 

f. Parks:  A suggestion would be to have CPRD charge parks SDCs for 
commercial projects as well as residential, then waive SDCs for low-income 
residential projects. 

 
Please note that only items a, b, and d on this list apply to utility SDCs.     
 
During that same discussion with the Ad Hoc Committee, city staff pointed out two 
other options to the Affordable Housing Committee for their consideration: 
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 The City currently allows for SDC fee waivers for two low income housing 

units built by a non-profit organization.  This exemption could be expanded.  
 

 The housing shortage is greatest for apartments.  Fee reductions/waivers 
could focus on the construction of this type of housing. 

 
Other Considerations 
 
Low income housing is defined as affordable housing for those at or below 
Newberg’s annual median household income.  The U.S. Housing and Urban 
Development Department (HUD) currently states this number to be $70,000 (for a 
family of four.)  This number is for the entire Portland metropolitan area, which 
includes Newberg.  The Committee that created the Action Plan recommended that 
the HUD calculations, which are updated annually, be used to define median 
household income for Newberg’s affordable housing efforts.  In contrast, the most 
recent American Community Survey (2005-2007 average) by the U.S. Census 
Bureau states that Newberg annual median household income for a family of four is 
$46,066.  The Planning Commission recently recommended that the limits defining 
low income housing be established by the City’s Director of Planning and Building 
using the best available data.    
 
Obviously, SDCs could be reduced or waived completely, which would affect the 
level of revenue that would need to be raised somewhere else to counter the revenue 
reduction.  Some/all/or none of the fees could be changed. 
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Newberg’s Affordable Newberg s Affordable 
Housing Issue 

Definition of AH
Housing affordability in Newberg –g y g
How big an issue?

Home owners – 40.5%
Renters - 37.8%

Housing construction trends
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Recent Trends
Newberg Housing Constructed 2005-2008 by Affordability Level

Compared to Comprehensive Plan Projected Need
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CRRC Ch llCRRC Challenge
City Council charge to AH Action 
Committee – Review development 
fees and recommend action
Work with CRRC

Utility SDC fee rates
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Potential Options

How to balance revenue?

Ad Hoc CommitteeAd Hoc Committee 
recommendation – citywide 
participation to assist low 
income housing
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Potential Options

Suggested options by staffgg p y
Lower SDCs for low income 
housing, then raise utility rates 
(for all or everyone not low 
income); or,

Lower utility rates for low income 
housing then raise utility rates forhousing, then raise utility rates for 
everyone else. 
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Potential Options

Suggested options by staffgg p y
Lower SDCs for low income 
housing, then raise SDCs for 
others; or, 
Lower utility rates for low income 
housing then (1) raise SDCs (forhousing, then (1) raise SDCs (for 
all or everyone not low income).

NOTE: Does not meet Action Plan 
recommendation.
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Potential Options

Options dealing with utility fee 
changes not part of City 
Council charge to CRRC.
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Potential Options
1. General 

i. For affordable housing 
projects, assess the SDCs at 
time of occupancy instead of time 
of building permit. This means 
the developer doesn’t have thethe developer doesn t have the 
carrying costs through the 
construction phase. The SDCs 
also could be wrapped into 
closing costs instead of the 
construction loan
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Potential Options
1. General (cont.):

ii. Allow the City to finance the 
SDCs (we already allow this, we 
j t d ’t d ti it) Thi ldjust don’t advertise it). This could 
be tied to some special City loan 
program for low income housing.program for low income housing.
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Potential Options
2. Water:  Base the SDC on fixture 

units instead of meter size. The 
SDCs could be structured so that 
a 3 bath house would pay a little 
more and an affordable 1 bathmore, and an affordable 1 bath 
house would pay less. 

3. Storm: The City does have a 
storm water credit programstorm water credit program 
applicable to multi-family 
development. Could expand this 
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Potential Optionsp
4. Expand allowable SDC waivers 

for low income housing built byfor low income housing built by 
non- profits

5. Focus on fee reductions/waivers 
for apartmentsfor apartments
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Oth  id tiOther considerations
Newberg AH focus
Newberg median family household g y
income

HUD - $70,000 annually
U.S. Census - $46,066 annually
What number to use?

What SDCs to recommend 
modification?
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N t St  Next Steps 
CRRC direction to staff?
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Financial Plan Development
Revenues

Consumption & customers
TrendsTrends
Forecast

Expensesp
Operating
Capital

Financial Performance MeasuresFinancial Performance Measures
Debt service coverage

Next Stepsp



Background
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Water Rate Implementation Processp
May 19, 2008 City Council adopts rate increases based on 
12.5% per year
J   8 C il  t  id  tJune 2, 2008 Council agrees to reconsider rates
June 16, 2008 water rate increases reduced from 12.5% to 6.5% 
for FY2009 and FY2010
The City Council directs the CRRC to investigate and make 
recommendations concerning a conservation rate structure

Subsequent actionsSubsequent actions
SDCs ‘rolled back’ to 2007 levels for low-moderate income 
homes for limited period of time



Financial Plan Development

Annual cash flow projections over 5-10 year periods p j 5 y p

Sources 
f F d

Operating
E

Capital 
Fi i

Other
R i t

S i  R

Fund Balances

of Funds Expenses

Personnel

El t i it

Financing

Cash Funded 

D bt S i

Requirements

Fund Transfers 

N CIP C it lService Revenues

Connection Fees

Interest Revenues

Electricity

Chemicals

Commodities

Debt Service

Grant Funded 

Non-CIP Capital

Reserves 

Establishes “Revenue Slope” 
(Annual system-wide revenue

Increases)

Interest Revenues

Miscellaneous Fees

Commodities

Contract Services
)



Financial Plan Drivers

Master Planning: Regulatory 
Requirements; Repair & Replacement

Master Planning: Regulatory 
Requirements; Repair & Replacement

City Budget 
Process

City Budget 
Process Economic 

F t
Economic 

F t Requirements; Repair & ReplacementRequirements; Repair & ReplacementProcessProcess FactorsFactors

Operation &     
Maintenance Costs

Capital Improvement Programs (CIP)
“Operational” CIP “Growth Related” CIP

System 
Development

Service Charges (Rates)
Existing Rate Revenue Rate Development 

Charges
st g ate e e ue ate

increases

Customer/Consumption TrendsCustomer/Consumption Trends Growth TrendsGrowth TrendsCustomer/Consumption TrendsCustomer/Consumption Trends Growth TrendsGrowth Trends
Rate/Reserve

Policies
Rate/Reserve

Policies



Customer Trends
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Annual customer growth
FY2003/04-FY2006/07 – 5% annually
FY2007/08 – 2.7%
FY2008/09 – 0.5%

P j t dProjected
Previous financial plan = 3%
Current plan = 1%Current plan = 1%



Customer Usage Trendsg
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FY2006 FY2007 FY2008 FY2009
W t C ti ( f) 1 096 190 1 236 856 1 118 258 1 140 302Water Consumption (ccf) 1,096,190   1,236,856      1,118,258     1,140,302     
Annual % Change 1.9% 13% -10% 2%

Average Annual Water Meters (all custo 5,631            6,134               6,300              6,324              
Annual growth 4 5% 8 9% 2 7% 0 4%Annual growth 4.5% 8.9% 2.7% 0.4%

Monthly Use per Account (All customers 16.2              16.8                 14.8                15.0                
3.6% -12.0% 1.6%

Residential Use per Account 9.3                8.7                   8.1                  8.0                  
-7.0% -6.8% -0.4%

Avg. Summer High Temp 76                 79                    75                  76                  
Avg. Max Summer High Temp 89                 98                    92                  95                  

Avg. Summer Monthly Rainfall (inch) 1.0                0.3                   1.0                 0.6                 



Revenue
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FY 2009/10 estimates significantly lower than 
budget

Reduced use per account (-10.6% last 2 years)
Reduced customer growth and consumption (-3% last 2 years Reduced customer growth and consumption ( 3% last 2 years 
compared to projections)

2008/09 2009/102008/09 2009/10
Actual or Estimated Revenue $3,856,828 $3,942,191
Projected revenue from Final 2008 model $4,189,028 $4,565,592
Difference -$332,200 -$623,401
% Diff 7 9% 13 7%% Difference -7.9% -13.7%



Sales Revenue Forecast
9

Assumptions
Average annual use per account = last 2 year average
Customer growth = 1% (for most classes)
Forecast total consumptionForecast total consumption

FY2009/10 = -1.7%
Subsequent years = customer growth

2008/09 2009/10 2010/11 2011/12
Actual or Estimated Revenue $3,856,828 $4,001,608 $4,043,061 $4,078,943
% Change 3.8% 1.0% 0.9%g
Rate increase 6.5% 0.0% 0.0%



Other Revenue
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Development-related revenue reductions
Reduced growth 
Reduction in SDCs for some developments

I t t i  d tiInterest earning reductions
Lower fund balances and earning rates

Development-Related Revenues 2006/07 2007/08 2008/09 2009/10
  Dev Review & Inspection $33,666 $56,204 $3,931 $10,000
  Connections Charges $71,938 $71,089 $54,713 $20,000

SDCs $550 196 $672 468 $505 247 $520 310  SDCs $550,196 $672,468 $505,247 $520,310
Total $655,800 $799,761 $563,891 $550,310

Previous SDC Forecast $1,000,000 $1,500,000 $1,500,000



Operating Budgetp g g
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Total Estimated FY2009/10 Expenses = $3.5 million

$73,028 
$234,300 

$1 468 919

$441,067 
Personnel Services

Materials & Services$1,468,919 

$1,257,075 

Central Services

Capital Outlay

Transfers$ , , Transfers



Materials & Services
12

$132,735  Utilities & Fuel

$336,100 
$175,500 

Materials & Supplies

Repair & Maintenance

$213,450 
$213,590  Replacements

$185,700 
Professional/Contractual 
Services

Other



Operating Budget Issues

Constraints

13

Pass-through costs (electricity & other utilities; insurance)
Regulatory compliance
S  i  & l  (  P  i  & li  System repair & replacement (e.g., Pump station & line 
failures)
System operation staff and suppliesy p pp

Operating cost management
Reduction in FTE during current budget year
No new FTE planned in next 2 years
Deferred vehicle replacement
Shared equipment and staffing across utilitiesShared equipment and staffing across utilities



Actual & Estimated Requirements from Ratesq
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Item 2008/09 2009/10
Revenue Requirements:

O&M Costs $2,931,074 $3,474,390
Transfers -- Debt Service $411 044 $462 117Transfers -- Debt Service $411,044 $462,117
Transfers -- Water Replacement $0 $1,500,000
Transfers -- Capital Projects $0 $1,275,000

Total Revenue Requirements $3,342,118 $6,711,507
LLess:

Nonrate Revenues ($637,576) $158,793
Uses of / (Additions to Reserve) 123,000 2,551,106

Revenue Requirements from Rates $3,856,694 $4,001,608
Projected Rate Increase 6.5%
Ending Fund Balances

Water Fund $504,672



Projected Operating Resultsj p g
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Fund/Description 2009/10 2010/11 2011/12 2012/13 2013/14
Water Sales Revenue (existing rates) $4,001,608 $4,043,061 $4,078,943 $4,114,861 $4,151,123Water Sales Revenue (existing rates) $4,001,608 $4,043,061 $4,078,943 $4,114,861 $4,151,123
Subtotal Additional Revenue from rate increase $0 $545,813 $772,878 $1,014,622 $1,271,948
Total Sales Revenue $4,001,608 $4,588,874 $4,851,821 $5,129,483 $5,423,071
Assumed Rate Increase 13.5% 4.8% 4.8% 4.8%
Other Revenue
    Other fees and charges $91,000 $101,000 $131,000 $151,000 $161,000

Interest Income $89 167 $117 570 $63 127 $19 934 $17 621    Interest Income $89,167 $117,570 $63,127 $19,934 $17,621
    Reimbursements $21,564 $21,564 $21,564 $21,564 $21,564
    SDCs $520,310 $500,000 $600,000 $750,000 $750,000

$4,723,649 $5,329,009 $5,667,512 $6,071,980 $6,373,256

Operation & Maintenance $3,304,390 $3,503,712 $3,746,883 $4,008,705 $4,290,728
Revenue Requirements

Total Resources

Net Revenue Avail. For Debt Service $1,419,259 $1,825,297 $1,920,629 $2,063,276 $2,082,528
Debt Service
   Senior Lien $1,257,085 $1,259,121 $1,256,364 $1,257,792 $1,258,038
   Subordinate $62,261 $124,522 $124,522 $124,522 $124,522
Debt Service $1 319 346 $1 383 642 $1 380 886 $1 382 313 $1 382 560Debt Service $1,319,346 $1,383,642 $1,380,886 $1,382,313 $1,382,560
Coverage With SDCs
Senior Lien Debt Service Coverage 1.1                 1.4                 1.5             1.6             1.7             
     Effluent Reuse (1.2) 8.1                 10.5                11.0           11.8           11.9           
     Other OECCD Debt (1.1) 1.0                 1.3                 1.4             1.5             1.5             
Total Coverage 1.1                 1.3                 1.4             1.5             1.5             
Coverage without SDCs
Senior Lien Debt Service Coverage (1.00 min) 0.7                 1.0                 1.0             1.0             1.1             



Preliminary Revenue Available for Capitaly p
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Assumptions
Rate revenues assume ‘minimum coverage’ increasesRate revenues assume minimum coverage  increases
Loan for treatment plant land purchase
No additional financing
R   t f f di  f  i ti  d bt i

5-Year Total
Existing Reserves

Revenues are net of funding for existing debt service

Water Fund $2,602,692
Water Replacement Fund $1,815,125
SDCs $2,344,676
Subtotal $6,762,493
Other Sources
Rates $2,400,000 
SDCs $926,857 
Loan $1,000,000 , ,
Total $11,089,349

Inflation-Adjusted CIP $14,095,455



Preliminary 5-year CIPy 5 y
17

5-Year 
PROJECT 2009/10 2010/11 2011/12 2012/13 2013/14 TOTALPROJECT 2009/10 2010/11 2011/12 2012/13 2013/14 TOTAL

Water Line Replacement 707519 $100,000 $900,000 $1,000,000
Spring Improvements 707555 $592,696 $592,696
North Valley Rd. Reservoir Upgrades $125,000 $250,000 $375,000
WTP Expansion/ Land Purchase 707577 $1,000,000 $1,000,000
Mainline Valves Insertion Project 707582 $25,000 $50,000 $75,000
Springbrook 24" Mainline Upsizing Design $500 000 $500 000Springbrook 24  Mainline Upsizing Design $500,000 $500,000
Springbrook 24" Mainline Upsizing Ph 2 & 3 Construction $1,500,000 $1,500,000 $3,000,000
Springbrook 24" Mainline Upsizing Ph 4 Construction $1,000,000 $1,000,000 $2,000,000
Remove Springs From System $18,782 $18,782
Potable Zone 1 Reservoir Study & Land $100,000 $700,000 $800,000
Well #8 Pump Upsizing $60,000 $60,000
Total Water System Master Plan Update $800,000 $800,000
WTP Design $0
WTP Construction $0
Well Field Improvements $90,000 $90,000 $180,000
Well #9 $0 $0 $500,000 $500,000
PW Facilities Design & construction $182,000 $819,000 $819,000 $1,820,000
Crestview Drive $230,000 $230,000
WTP Backwash Pond Liner $50 000 $50 000WTP Backwash Pond Liner $50,000 $50,000
Total Water CIP $2,363,478 $2,569,000 $2,769,000 $3,000,000 $2,300,000 $13,001,478

FY2014/15 begin design of WTP ($2 million)
FY2014/16 begin construction of WTP ($20 million)



Next Stepsp
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Financial plan
Refine annual revenue needs FY2011 and FY2012
Prioritize capital projects and consider financing
System wide rate increase recommendationsSystem-wide rate increase recommendations

Cost of service analysis
Allocate costs to base use, peak demand use and customer costs
Rate impacts by customer class

Rate design
E isting rate structureExisting rate structure
Inclining block rate structure for residential
Rate impacts within customer class


