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SECTION1:  INTRODUCTION
Thissection describes theproject scope andpolicy context uponwhich thebodyofthisreport is
based.  

PROJECT
OnJune6, 2017, theCityCouncil ofHappy Valley ) enacted anordinance towithdraw from

Thewithdrawal willbeeffective
December 31, 2017.TheCity isseeking toupdate itssystem development charge (SDC) forparks
byadopting anewmethodology andrevising itsSDCordinance.  

InJuly, 2017, theCityengaged theFCSGROUPproject team, madeupofFCSGROUP, Conservation
Technix, andJLA, to (1) develop aparks master plan, (2) develop anewSDCmethodology based on
thatplan, and (3) develop arevised parksSDCordinance.Thebodyofthisdocument contains the
SDCmethodology.  Theparks master plan (currently indraft form) isaseparate document, andthe
parks SDCordinance isforthcoming.  

During thedevelopment oftheSDCmethodology, FCSGROUPmaintained close contact withCity
stafftoensure that theproject wasmeeting Cityobjectives.  Wemetinperson withCitystaffon
September 18, 2017, toreview adraftanalysis.  Inaddition, wehaveexchanged several telephone
calls ande-mailswithCitystaff.  

POLICY
SDCsareenabled bystatestatutes andauthorized bylocalordinance.  

StateStatutes
Oregon Revised Statutes (ORS)223.297to223.314enable localgovernments toestablish SDCs, 
which areone-timefeesonnewdevelopment thatarepaidatthetimeofdevelopment.  SDCs are
intended torecover afairshareofthecostofexisting andplanned facilities thatprovide capacity to
serve future growth.  

ORS223.299defines twotypesofSDC:  

Areimbursement fee
already constructed, orunder construction when thefeeisestablished, forwhich thelocal
government determines thatcapa
Animprovement fee

ORS223.304(1) states, inpart, thatareimbursement fee
capacity available tofuture system us forprior
contributions byexisting users andanygifted orgrant-funded facilities.  Thecalculation must

othe
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costo maybespentonanycapital improvement related to
thesystem forwhich itisbeing charged (whether cash-financed ordebt-financed).  

ORS223.304(2) states, inpart, thatanimprovement feemustbecalculated toinclude only thecost
ofprojected capital improvements needed toincrease system capacity forfuture users.  Inother
words, thecostofplanned projects thatcorrect existing deficiencies orthatdonototherwise increase
capacity forfuture usersmaynotbeincluded intheimprovement feecalculation.  Animprovement
feemaybespentonlyoncapital improvements (orportions thereof) that increase thecapacity ofthe
system forwhich itisbeing charged (whether cash-financed ordebt-financed).  

LocalOrdinance
Wewillprovide adraftordinance toupdate theSDC section oftheHappy Valley Municipal Code for
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SECTION2:  ANALYSIS
Thissection provides ourdetailed calculations ofthemaximum defensible parks SDC.  

Ingeneral, SDCs arecalculated byadding areimbursement feecomponent (ifapplicable) andan
improvement feecomponentboth withpotential adjustments.  Each component iscalculated by
dividing theeligible costbygrowth inunitsofdemand.  Theunitofdemand becomes thebasis ofthe
charge.  

GROWTH
sidents andemployees ofHappy Valley.  Wetherefore

definegrowth fortheparks SDC asacombination ofgrowth intotalpopulation andgrowth in
employment during theten-yearplanning period from 2017to2027.  

CurrentDemand
Thecalculation ofgrowth begins with themost recent counts forpopulation andemployment in
Happy Valley.  In2014 (themost recent year forwhich employment dataareavailable), 16,480
residents lived inHappy Valley, and2,324employees worked inHappy Valley.  Ofthese, 160
people both livedandworked inHappy Valley.  

Living LivingTable 2.1:  Population
inside outsideandEmployment, 2014
Happy Happy
ValleyValleyTotal

Working inside Happy Valley 1602,1642,324
Working outside Happy Valley 8,295
Notworking 8,025
Total 16,480

Source:  PortlandStateUniversity, PopulationResearchCenter, 2014annualreport
tables, Table7 (totallivinginsideHappyValley); U.S. CensusBureau, OnTheMap
Application (workinginsideandoutsideHappyValley). 

Next, wecalculate therelative demand ofresidents andemployees byestimating thenumber ofhours
ofparkavailability foreachofthetwogroups.  

Table2.2:  Hoursper
Living LivingWeekofPark inside outside

AvailabilityperPerson,  Happy Happy
ResidentialDemand ValleyValley
Working inside Happy Valley 72
Working outside Happy Valley 72
Notworking 112
Source:  FCSGroup. 
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Table 2.3:  Hours per
Week ofPark

Living LivingAvailability perPerson,  inside outside
Non-Residential Happy Happy
Demand ValleyValley
Working inside Happy Valley 4040
Working outside Happy Valley
Notworking
Source:  FCSGroup. 

When thehours perweek ofparkavailability aremultiplied bythecounts fromTable2.1, weare
abletodetermine therelative demand ofresidents andemployees.  Asshown inTable2.4, one
employee isequivalent is0.44resident.  

Table2.4:  TotalHours Non- 
perWeekofPark Residential Residential Total
Availability, 2014 HoursHoursHours
Working inside Happy Valley 11,52092,960104,480
Working outside Happy Valley 597,240597,240
Notworking 898,800898,800
Total 1,507,56092,9601,600,520

Hours per resident 91
Hours peremployee 40
Residents peremployee 0.44
Source:  Previoustables. 

FutureDemand
Based onthegrowth assumptions inthedraftParks, Recreation & Open Space Plan, wecalculate the
growth inresidents andemployees over the10-yearplanning period.  Because eachemployee is
equivalent to0.44resident, wecancombine these growth calculations intothesingle category of
residential equivalents.In2017, thereare20,426residential equivalents inHappy Valley.  After
growing atanannual rateofthreepercent, therewillbe28,260residential equivalents in2017.  The
difference between these numbers, 7,834residential equivalents, istheexpected growth fromwhich
thecostscalculated laterinthisreport canberecovered.  

Growth AnnualTable2.5:  Growth
from Change

2017 to after
2014201620172027203520272016

Residents 16,48018,68019,24026,61932,7277,3793.00% 
Employees 2,3242,6342,7133,7544,6151,0413.00% 
Residential equivalents 17,49619,83220,42628,26034,7457,8343.00% 
Source:  Previous tables (2014); DraftParks, Recreation & OpenSpacePlan, Figure2 (2016residents);  
Metro, 2035ForecastofPopulationbyCityandCounty (2035residents). 

LEVELSOFSERVICE
Determining whatportion ofwhich costscanbelegally recovered inanSDCbegins with
determining both thelevelofservice (LoS) that iscurrently being achieved foreachtypeoffacility
i.e., category ofpark) andtheLoSthatwillbeachieved afterallprojects inthecapital improvement
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plan (CIP) havebeencompleted.Forpurposes ofanalyzing LoS, weusethefollowing four
categories:  

Community parks (which includes natural areas, openspace, andregional parks)  
Neighborhood parks (which includes pocket parks)  
Special facilities
Trails

CurrentInventory

those thatareowned byother agencies.  Because park users aretypically unconcerned orunaware of
rdlessofownership inouranalysis.  Table 2.6

summarizes these facilities andtheLoSthattheyprovide.  

Units perTable2.6:   
Units Owned 1,000Current

Units Owned byOther Residents inInventory Unitsby CityAgenciesTotal Units2017
Community parks Acres103.73324.88428.6122.28
Natural areas
Open space
Regional parks
Neighborhood parksAcres1.5115.7817.290.90
Pocket parks
Special facilities Acres0.0036.0036.001.87
Trails Miles9.5710.1219.701.02
Source:  DraftParks, Recreation & OpenSpacePlan. 

PlannedProjects
During theten-yearplanning period, theCityintends tospend $66.7million onparkprojects that
will, inpart, addcapacity totheparksystem.  Table2.7summarizes thiscostandtheadded capacity
byparkcategory.  

Table2.7:   
Planned Design and
Projects, 2018- Acquisition Development Renovation
2027 UnitsUnits AddedCostCostCostTotal Cost
Community parks Acres50.00$   25,000,000$   25,955,000$     2,851,000$   53,806,000
Natural areas
Open space
Regional parks
Neighborhood parksAcres8.00 4,000,000 2,200,000                     -       6,200,000
Pocket parks                     - 
Special facilities Acres                     - 
Trails Miles5.90                     -       6,315,000                     -       6,315,000
Other facilities                     -          250,000 155,000 405,000
Total$   29,000,000$   34,720,000$     3,006,000$   66,726,000

Source:  DraftParks, Recreation & OpenSpacePlan; MichaelWalter, e-mail, 09/14/2017. 
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FutureInventory
Table2.8summarizes theexpected inventory in2027, after thecompletion oftheplanned projects.  

Units perTable2.8:   
Units Owned 1,000Future

Units Owned byOther Residents inInventory Unitsby CityAgenciesTotal Units2027
Community parks Acres153.73324.88478.6117.98
Natural areas
Open space
Regional parks
Neighborhood parksAcres9.5115.7825.290.95
Pocket parks
Special facilities Acres0.0036.0036.001.35
Trails Miles15.4710.1225.600.96
Source:  Previoustables. 

ImprovementFeeEligibility
Project costs mustpass twotests tobeincluded inanimprovement feecostbasis.  First, theproject
mustcreate additional capacity.  Second, thatadditional capacity mustbeavailable fornewusers in
theplanning period.  Inotherwords, theadditional capacity cannot beabsorbed byexisting users
which would becuring adeficiency), anditcannot wait tobeabsorbed byusers whowillarrive after

theplanning period (which would beoverbuilding).  

Inthisanalysis, thefirst testcanbemetbyexcluding (1) allproject
column ofTable
additional capacity isbeing created inthiscategory).  After these exclusions, theacquisition and
design/development costs forcommunity parks, neighborhood parks, andtrailsareincludable tothe
extent that theypass thesecond test.  

Inthisanalysis, thetarget levelofcapacity istheexpected LoSin2027, asshown inTable2.8.  The
current LoSofcommunity parksandtrails (asshown inTable2.6) exceeds theexpected LoSin2027
asshown inTable2.8).  Therefore, allproject costs inthese categories thatpass thefirst testwill

alsopass thesecond test.Neighborhood parks, ontheother hand, will experience anincrease inLoS
from0.90acreper1,000residents to0.95acreper1,000residents.  That increase indicates that the
current inventory ofneighborhood parks isdeficient.  Theportion ofproject costs thatcurethis
deficiency mustbeexcluded fromtheimprovement feecostbasis.Thisexclusion results inan
eligibility of87.64percent forneighborhood parks.  Table2.9derives theeligibility forallproject
costs thatpass thefirst test.  
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Table2.9:  ImprovementFeeEligibilityBasedon Community Neighborhood
Post-CIPLevelofService ParksParksTrails
Units per1,000 Residents in2027 17.980.950.96
Facility needs in2027: 
Current inventory inacres/miles 428.6117.2919.70
Additional units tomeet level ofservice in2017 0.000.990.00
Additional units tomeet level ofservice in2027 50.007.015.90
Total facility needs in2027 478.6125.2925.60

Planned projects: 
Curing deficiencies 0.000.990.00
Accommodating growth 50.007.015.90
Increasing levelofservice 0.000.000.00
Total planned projects 50.008.005.90

Improvement feeeligibility 100.00% 87.64% 100.00% 
Acres/miles eligible forreimbursement fee 82.680.001.20
Source:  Previoustables. 

REIMBURSEMENT FEE
Thereimbursement feeisthecostofavailable capacity perunitofgrowth thatsuchavailable
capacity willserve.  Inorder forareimbursement feetobecalculated, unused capacity intheexisting
parksystem mustbeavailable toserve future growth.  Forfacility types thatdonothaveexcess
capacity, noreimbursement feemaybecharged.  

Although Table 2.9shows available capacity incommunity parks (82.68acres) andtrails (1.20
miles), wehavenotcalculated areimbursement fee.  Suchacalculation would require further
investigation intothefunding sources ofthereimbursable assets.  

IMPROVEMENT FEE
Applying theeligibility percentages inTable2.9totheproject costs inTable 2.7results inan
improvement feecostbasisof $62.6million.  

Table2.10:   
Improvement

EligibleFeeCostBasis,  Eligible Design and Eligible
Post-CIPLevel Acquisition Development Renovation Total Eligible
ofService UnitsUnits AddedCostCostCostCost
Community parks Acres50.00$   25,000,000$   25,850,000$                   -$   50,850,000
Neighborhood parksAcres8.00 3,505,581 1,928,070                     -       5,433,651
Trails Miles5.90                     -       6,315,000                     -       6,315,000
Total$   28,505,581$   34,093,070$                   -$   62,598,651

Source:  Previoustables. 

ADJUSTMENTS
Twocostbasis adjustments arepotentially applicable tobothreimbursement andimprovement fees:   
compliance costsandfundbalance.  
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ComplianceCosts

ofORS 223.297to223.314, including thecostsofdeveloping system development charge

avoidspending monies forcompliance thatmight otherwise havebeenspentongrowth-related
projects, thisreport includes anestimate ofcompliance costs initsSDCs.  

Citystaffhasestimated thatcompliance costs represent fourpercent oftheimprovement feecost
basis.  However, since thisestimate isbased onpastcostbases (nottheonecalculated inthisreport),  
wehaveapplied thispercentage toanestimate ofthepriorcostbasisusing thecurrent SDC.  Asa
result, wehaveadded $725,630tothetotalcostbasis.  

FundBalance
Totheextent thatSDCrevenue iscurrently available inafundbalance, thatrevenue should be
deducted from itscorresponding costbasis.  Because anysuchrevenue iscurrently heldby
NCPRDand itstransfer totheCity isnotassuredwe havenotdeducted foranyfund balance in
ourcalculation.  

CALCULATED SDCS
Table2.11shows thatdividing thetotalcostbasis of $63.3million by7,834residential equivalents
results inanSDCof $8,083perresidential equivalent.  

Based onTable2.11:  SDCperResidentialEquivalent
Post-CIP
Level of
Service

Reimbursement feecost basis$                 - 
Improvement feecost basis 62,598,651
Compliance costs 725,630
Less fund balance
Total cost basis$ 63,324,280

Growth inresidential equivalents from 2017 to2027 7,834
SDC per residential equivalent$          8,083
Source:  Citystaff (compliancecosts); previoustables. 

Thefinalanalytic step istoconvert theSDCs perresidential equivalent intothecategories ofland
usethatappear inthecurrent feeschedule published byNCPRD.  

Table2.12:  SDCScheduleBasedon Residential Current Proposed Proposed $ Proposed %  
Post-CIPLevelofService EquivalentsSDCSDCChangeChange
Single-family residence andmanufactured home 2.626,075$         $      21,206 $      15,131 249.07% 
Multi-family residence (perdwelling unit) 1.845,290 14,855 9,565 180.81% 
Non-residential development ( peremployee) 0.44 3,53460 3,474 5790.80% 
Source:  U.S. CensusBureau, 2015AmericanCommunitySurvey1-YearEstimates, tablesB25024andB25033forClackamasCounty (residents
perdwellingunit); SystemDevelopmentCharge (SDC) InformationPacket, 2017 (currentSDC); previoustables. 

CIPFUNDINGPLAN
IftheCitycharges thefullSDCs proposed inTable2.12and theexpected growth materializesthe
Citywill raise $63.3million inSDCrevenue during theten-yearplanning period.This revenue will
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beshortoftotalcapital andcompliance costsby $4.1million.  TheCitycould usefunding sources
suchastheGeneral Fundorgeneral obligation bonds tomakeupthisdifference.  

Based onTable2.13:  CIPFundingPlan
Post-CIP
Level of
Service

Resources: 
SDC revenue$ 63,324,280
Other resources 4,127,349
Total resources$ 67,451,630

Requirements: 
Projects incapital improvement plan$ 66,726,000
Compliance costs 725,630
Total requirements$ 67,451,630

Source:  Previoustables. 

Moreover, totheextent that theCitycharges SDCs thatarelower thanthose calculated here, the
funding gapwillbelarger.  
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SECTION3:  IMPLEMENTATION
Thissection addresses practical aspects ofimplementing SDCs.  

DISCOUNTING
TheSDCs calculated inTable2.12represent ouropinion ofthemaximum parks SDCs thattheCity
cancharge under Oregon law.  Theonly riskofimposing lower SDCs isfinancial (i.e., theriskof
having insufficient revenue tocomplete theCIP).  

Many citiesandparkdistricts have taken aphased approach toimplementing newSDCs thatare
significantly higher than previous SDCs.  Thisapproach alsorequires noanalytic justification.  

COMPARISONS
Theparks SDCsofother agencies playnoroleincalculating themaximum parks SDCs fortheCity.   
However, werecognize thatanunderstanding ofthecurrent parks SDCs incomparable jurisdictions
canbeanimportant input todecision makers.  Table3.1summarizes theparks SDCs forselected
cities.  

Parks SDCTable3.1:  ComparisonofParksSDCs
fora

Single- 
Family

Residence
Happy Valley, legal maximum$    21,206
Hillsboro, SoHi (without LID)$    14,683
Portland, non-central city (> 2,200square feet)$    13,895
Lake Oswego$    13,110
West Linn$    10,616
Portland, central city (> 2,200square feet)$    10,330
Gresham, Springwater$      6,868
Happy Valley/NCPRD, current$      6,075
Wilsonville$      5,374
Gresham, Pleasant Valley$      5,356
Hillsboro, most ofcity$      5,149
Oregon City$      4,881
Gresham, most ofcity$      3,955
Source:  Citywebsites; BenBryant, e-mail, 09/26/2017; FCSGroup. 

ANNUALINDEXING
ORS223.304allows fortheperiodic indexing ofsystem development charges forinflation, aslong
astheindex used is:  

A) Arelevant measurement oftheaverage change inpricesorcostsoveranidentified time
period formaterials, labor, realproperty oracombination ofthethree;  

B) Published byarecognized organization oragency thatproduces theindexordata source
forreasons thatareindependent ofthesystem development charge methodology; and
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C) Incorporated aspartoftheestablished methodology oridentified andadopted ina
separate ordinance, resolution ororder. 

Werecommend thattheCity implement annual indexing, andwewill include thisprovision inour
forthcoming ordinance.  
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