
CONSTRUCTION EXCISE TAX 
FOR AFFORDABLE HOUSING

City Council Work Session
November 17, 2021



Learn about a Construction Excise Tax for 
Affordable Housing that the Affordable 
Housing Committee has been evaluating for 
the past three years for McMinnville.  

Hear presentations from three other cities 
that have enacted a CET for affordable 
housing.  

City Council,  November 17, 2021

Tonight’s Work Session



AGENDA FOR WORK SESSION:

Introduction 
(10 minutes)

City Presentations 
(10 Minutes Each)
• Bend
• Tigard
• Newberg

McMinnville Affordable Housing 
Committee Recommendation 
(10 Minutes)

Discussion / Questions and 
Answers (10 Minutes)
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Great Neighborhood Principle:

Great Neighborhoods have a 
diversity of housing for all 

income levels that is compatible 
with the neighborhood.



City Council Goals and Strategic Plan

Goal – Housing Opportunities: Create diverse housing 
opportunities that support great neighborhoods.  

Strategic Objective:  Collaborate to improve the 
financial feasibility of diverse housing development 
opportunities.

Priority Action:  Inventory financial tools available to 
support housing development.
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Future Affordable Housing Need

37% of 
McMinnville’s 
future housing 
needs to 
accommodate 
households 
that are 80% of 
MHI or less.

1735 homes
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2019 Draft Housing Needs Analysis
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Just a reminder . . . . 

The City of McMinnville has no 
dedicated revenue resource to 
assist in the development of 
affordable housing.  



Background on CET for Affordable Housing
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 2016 Oregon Legislative Session passed SB 1533 enabling cities to 
collect construction excise tax for affordable housing.

 Construction Excise Tax = tax on building permits.  McMinnville 
School District currently has one of 1.0% that the City collects and 
provides to them.

 The Affordable Housing Committee has been evaluating a CET for 
affordable housing for the past three years.  

 The Budget committee recently recommended evaluating a CET for 
affordable housing as a revenue resource to support affordable 
housing in McMinnville.  

 The City Council recently adopted Resolution 2021-55 to evaluate 
revenue resources including a CET for affordable housing.  



SB 1533 - CET

 Allows for up to 1% CET on valuation of residential building permits

 No limit of CET on commercial and industrial building permits.

City Council, November 17, 2021

Residential CET $ Distribution

4% of revenue = administration

50% of balance = developer 
incentives for affordable housing

15% of balance = OHCS

35% of balance = local affordable 
housing programs

Commercial CET $ Distribution

4% of revenue = administration

50% of balance = to fund 
programs related to affordable 
housing

50% of balance = unrestricted by 
the bill.



SB 1533 - CET
Exemptions:

 Private School Improvements

 Public Improvements

 Residential housing that is guaranteed to be affordable to 
households at or below 80% AMI for at least 60 years.

 Public or Private Hospital Improvements

 Improvements to religious facilities primarily used for worship or 
education associated with worship.

 Agricultural buildings

 Facilities that are operated by a not-for-profit corporation and 
that are: long-term care facilities, residential care facilities, or 
continuing care retirement communities.
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City Presentations: (Bend, Tigard and Newberg)

• CET Rates

• Revenue generated from CET

• How much has been spent on affordable housing projects

• How CET funding was used

• Funds leveraged by the CET

• What have they been able to accomplish to address affordable 
housing needs

• How has this benefitted the local construction sector and trades
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AFFORDABLE HOUSING COMMITTEE 
RECOMMENDATION

McMinnville should adopt a CET for 
Affordable Housing



WHY?

 There is need – approximately 40% of future housing needs in 
McMinnville will likely be subsidized housing.

 With HB 2003, McMinnville will need to demonstrate how they are 
enacting programs to meet that need.  

 McMinnville has no dedicated funds to support affordable housing.

 With McMinnville’s new annexation process requesting affordable 
housing from future developers, the City will need a program to help 
incentivize or offset costs of affordable housing.
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WHAT?

Rate:
 1% for Residential
 1% for Non-Residential

Use of Funds:
 Keep the Ordinance Broad for on-going flexibility to respond to 

needs
 Focus on Affordable Housing

Review and Evaluation – Five Year Review
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FUNDING MODEL
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RESIDENTIAL

CET 
Imposed

Total CET FY 
20/21

City Admin 
(4%)

Balance Developer 
Incentives

(50%)

OHCS (State) 
(15%)

Aff. Housing 
Programs 

(35%)

1% $233,095 $9,324 $223,771 $111,886 $33,566 $78.320

COMMERCIAL

CET 
Imposed

Total CET FY 
20/21

City Admin 
(4%)

Balance Developer 
Incentives

(50%)

Other (50%)

1% $394,202 $15,768 $378,434 $189,217 $189,217

TOTAL $627,297 $25,092 $602,205 $301,103 $267,537

Fiscal Year 20/21:

Residential Permit Valuation = $23,309,494
Non-Residential Permit Valuation = $39,420,217

Total Permit Valuation = $62,729,711
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RESIDENTIAL

CET 
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Total CET FY 
20/21

City Admin 
(4%)

Balance Developer 
Incentives

(50%)

OHCS (State) 
(15%)

Aff. Housing 
Programs 

(35%)

1% $233,095 $9,324 $223,771 $111,886 $33,566 $78.320

COMMERCIAL

CET 
Imposed

Total CET FY 
20/21

City Admin 
(4%)

Balance Developer 
Incentives

(50%)

Other (50%)

1% $394,202 $15,768 $378,434 $189,217 $189,217

TOTAL $627,297 $25,092 $602,205 $301,103 $267,537

Fiscal Year 20/21:

Residential Permit Valuation = $23,309,494
Non-Residential Permit Valuation = $39,420,217

Total Permit Valuation = $62,729,711

$568,640



FINANCIAL IMPACT ON HOUSING

Example:  2000 sf home ($130.58/sf) plus 440 sf garage 
($51.28/sf) = $283,723 permit valuation.  

1% CET = $2,837

Market Value of House = $480,000 ($240/sf).

The 1% CET = 6/10 of 1% of the market value of the home to the 
consumer.  

Amortized over 30 Years = $94.56 (plus interest)

Amortized over 15 Years = $189.13 (plus interest)

City Council, November 17, 2021
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Homes serving households below 80% AMI and are deed 
restricted for affordable housing for at least 60 years are exempt.



IMPACT ON HOUSING NEED
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1% CET

$568,640



Next Steps
If City Council decision is to move forward:  

 Develop a brief sheet for developers (proposal and timing for 
consideration and public hearing)

 Develop code provisions to support the program for City Council 
consideration (public hearing) – March 2022

 If approved, takes effect – May 1, 2022

 Send out a mailing to developers letting them know of the program 
and effective date.  
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