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DATE: April 10, 2015 
TO: Kelly Ross, Exec. Director 

NAIOP 
FROM: DJ Heffernan, DHC 
SUBJECT: City of Portland SDC Methodology Review 

 

 
 

Background 

The City of Portland’s Parks & Recreation Department (City Parks) is proposing to 
update it systems development charge (SDC) methodology and fees for the Portland 
Park System. The Oregon Chapter of NAIOP: the Commercial Real Estate Development 
Association, in conjunction with the Commercial Association of Brokers and the 
Building Owners and Managers Association of Oregon, asked DHC to prepare an 
analysis of the draft park SDC methodology for its conformance with ORS 223.297, et 
seq, and with generally accepted practices for calculating park SDC fees in Oregon. 
This memorandum summarizes the conclusions and concerns. 

 

Analysis Overview 

The analysis was conducted relying on readily available Park System information on 
the City of Portland web-site, and information provided by Parks Bureau staff.1 Our 
focus was limited to the specific requirements of ORS 223.297 and whether or not 
the proposed methodology meets the rate-setting requirements in the statute. We 
did not independently verify any of the data presented in City Park’s draft 
methodology or other city documents. We also did not question or review any city 
documents for compliance with administrative and monitoring requirements in ORS 
223.302, such as its SDC credit program, notifications lists, budget and accounting 
procedures, administrative appeal procedures, etc. Other parties have raised a 
number of concerns about the draft methodology and we tried to limit our review to 
issues not already raised. In several instances, however, we offer additional 
comments on issues raised by others. 

 

Conclusions and Concerns 

We find the proposed methodology flawed in several respects. At its core, the draft 
methodology fails to meet the tests for an SDC fee. The methodology does not meet 

 
 
 
 
 

 
1 Documents reviewed include the Portland Parks 2020 Vision Plan, 2009 Assessment of the 2020 
Vision Plan, the 2012 Strategic Plan, the proposed methodology, and 2006 Memo re: Non- 
residential Parks Impact Allocation, Don Gainer and Associates 
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essential requirements to qualify as a SDC fee under ORS 223.297, 2 223.304(2)3 and 
223.309(1).4 As written, the proposal constitutes a tax on development rather than a 
fee. In essence it uses a balance-sheet derived revenue target as the basis for the 
capital improvement need. The revenue target was not prepared consistent with 
legal requirements that the fee be based on an analysis of project-specific capital 
improvement needs that are set forth in a master plan. The methodology does not 
meet well-defined tests that ensure the fee is necessary to sustain existing levels of 
service for the benefit of new growth. It significantly overestimates the cost and 
value of the park system’s land base, underestimates contributions to the park 
system from outside sources, and capitalizes the land and improvement value of 
park assets that always have been self-supported. 

 
In short, the City should start over. It should keep its existing Parks SDC rate 
structure, which by statute cannot be challenged, and initiate a process to update 
Park SDC fees following the statutory requirements in ORS 223.297. Other Portland 
SDC programs are grounded, at their core, in system master plans that establish levels 
of service and that spell out the capital investments necessary to sustain service 
levels. P-DOT’s SDC program is derived from the Transportation System Plan. The 
Water Bureau and Bureau of Environmental Services SDC programs likewise are 
based on master plans that analyze capital improvement needs to sustain well 
defined levels of service. Parks needs to adhere to this same framework. 

 
City Parks needs to start the process of setting SDC fees by developing a master plan. 
The SDC fee basis then needs to be developed from the list of improvement projects 
that are eligible for SDC funding. Metro published a good primer for SDC fee 

 
 

 
2 223.297 Policy. The purpose of ORS 223.297 to 223.314 is to provide a uniform framework for 
the imposition of system development charges by local governments, to provide equitable funding 
for orderly growth and development in Oregon’s communities and to establish that the charges 
may be used only for capital improvements. 

 
3 223.304(2) - Improvement fees must: (a) Be established or modified by ordinance or resolution 
setting forth a methodology that is available for public inspection and demonstrates consideration 
of: (A) The projected cost of the capital improvements identified in the plan and list adopted 
pursuant to ORS 223.309 that are needed to increase the capacity of the systems to which the fee 
is related; and (B) The need for increased capacity in the system to which the fee is related that 
will be required to serve the demands placed on the system by future users. 
(b) Be calculated to obtain the cost of capital improvements for the projected need for available 
system capacity for future users. 

 
4 223.309 - (1) Prior to the establishment of a system development charge by ordinance or 
resolution, a local government shall prepare a capital improvement plan, public facilities plan, 
master plan or comparable plan that includes a list of the capital improvements that the local 
government intends to fund, in whole or in part, with revenues from an improvement fee and the 
estimated cost, timing and percentage of costs eligible to be funded with revenues from the 
improvement fee for each improvement. (emphasis added) 
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programs in 2007 that may be helpful. See: 
http://www.oregonmetro.gov/sites/default/files/sdc_report.pdf 

 
Specific problems with the proposed methodology are outlined below. 

 
1. Flawed Level of Service Analysis - The methodology is not based on a level of 
service (LOS) analysis per ORS 223.309(1) [ibid]. The LOS was not based on an 
analysis of the service levels associated with various asset classes that make up the 
park system and makes no reference to “a capital improvement plan, public facility 
plan, master plan, or comparable plan” that typically is used to document existing 
level of service and to forecast future service demands and related capital 
improvement needs. The methodology is crafted in a way that asserts itself as the 
master plan for determining the system’s current LOS and as the basis for the capital 
program. This approach does not meet the intent of the statute. 

 
2. Capital Improvement Cost Basis – There are a number of problems with the 
approach used to estimate the future cost of system improvements. The 
methodology does not meet the requirement in ORS 223.309(1), that the charge be 
based on a capital improvement plan (CIP) project list. The methodology asserts the 
city will need to invest the same per capita “value” in the park system that the 
current system provides. This is an adequate mechanism to set a revenue target for a 
“capital fund”, but it does not meet the project driven aggregate-cost basis for 
establishing an SDC fee proscribed by the statute. 

 
3. Current Value of Park Assets - The methodology asserts that the cost of system 
improvements that are needed to maintain the existing level of service is equal to the 
per capita value of the current park system. Several factors are used to establish that 
value based on estimates for replacement cost for existing land and improvements. 
This does not meet the intent in ORS 223.309(1) as a basis for establishing the cost 
basis for needed improvements. The approach used is more commonly followed to 
establish the historic cost basis for calculating a reimbursement fee. 

 
This concern notwithstanding, the basis for determining the value of the park 
system’s land base ignores its actual cost. For example, the methodology assigns a 
value of ~$327 million for the acreage in Forest Park; that land was largely acquired 
for next to nothing through foreclosures related to tax delinquency. Other public and 
private contributions underwrote the acquisition and development of other 
significant park assets, including Waterfront Park, the Eastside Esplanade, the 
Springwater Trail, and Washington Park. These contributions are not factored into 
the analysis. City Park’s impressive history developing partnerships and 
collaborative funding for park assets should be accounted for in estimating the 
future cost of park land. The proposed approach uses a “balance sheet” valuation as 
the basis for setting the fee. This is inconsistent with ORS 223.309(1). 

http://www.oregonmetro.gov/sites/default/files/sdc_report.pdf
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4. Contributions from Other Sources – For reasons outlined in item #3 above, we 
believe the assumptions in Table 3.9 – Revenue from Other Sources under represent 
the contributions that the city is likely to receive from outside sources. The approach 
ignores the significant contributions to the park system that have come from outside 
sources. As a corollary example, imagine the increase in the SDC fees for sanitary 
sewer if that SDC methodology were to capitalize the replacement value for the 
entire Columbia Boulevard Treatment Plan, much of which was financed with federal 
EPA grants. The sanitary sewer SDC methodology rightly includes the cost to expand 
the capacity of clarifiers and treatment systems but it does not capitalize the land 
beneath the plant nor declare out of hand that the treatment plant and the entire 
conveyance system perfectly balances all existing demand and has no capacity to 
meet future demand. That in effect is the approach taken by City Parks. 

 
5. Specialty Use Facilities – The methodology calculates replacement costs for an 
array of special purpose facilities that typically are not financed using SDC funds. 
These include the city’s award-winning public golf courses, which were acquired and 
developed with user fees. Also included are marine parks and boat launching 
facilities, stadiums, and other special use venues. These elements of the park system 
have access to special grants and public-private partnerships; they generate 
significant operating revenue that provide alternative financing options that are not 
available to help finance a typical neighborhood or community park. These special 
use facilities should be treated as enterprise assets and removed from the SDC 
program altogether. 

 
6. Lack of Documentation for Replacement Costs – Table A3 in the methodology lists 
costs for constructing various types of park improvement but it does not indicate the 
source of this information. The City should not act on the proposed methodology until 
it makes these sources available for public review. 

 
7. Lack of Support for Demand and Benefits Claimed - The proposed methodology 
represents a sea change in the way park system benefits are calculated and are used 
to allocate costs to system users. The change shifts future capital costs from 
residential uses to non-residential uses. The methodology asserts that by being 
present in the city at various times of the day people have access to city parks and 
this proximity alone benefits various classes of city residents and non-residents in a 
measurable way. There is, however, no supporting evidence to back up the benefits 
that are attributed to the classes of park users. The framework for “measuring” 
system benefit is based on a series of time-based suppositions (see Section 3.C in 
tables 3.3 and 3.4) that are intended to serve as a proxy for the direct and indirect 
benefits that accrue to park system users. Asserting this benefit schema without any 
data to back up the claim fails to meet the intent of ORS 223.304(2)(a)(B), which 
calls for an analysis of demands placed on the system by system users. 

 
8. Central City Need – The methodology calculates park needs using Metro 
population and employment growth forecasts and then by calling for replicating the 
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current level of park investment on a per-capita basis. The table below shows, 
however, that growth impacts and park system needs in the Central City are very 
different from elsewhere, largely because of the large increase in residential 
population there compared to other parts of the city. 

 
Portland Population and Employment Growth Forecast 
  

Population 

 
Growth 

 
Percent 
Increase 

 
Employment 
Growth 

 
Percent 
Increase 

 
Central City 

 
33,340 

 
84.0% 

 
20,460 

 
14% 

 
Non-Central City 

 
65,910 

 
11.8% 

 
32,820 

 
12.8% 

 
City Wide 

 
99450 

 
16.7% 

 
53,280 

 
13.3% 

Source: Portland Parks SDC Methodology, Table 3.1 

 
There is no better demonstration than this table of the need to prepare a system 
master plan that uses a differentiated planning and project development framework 
for Portland’s park system. The proposed methodology makes no distinction in 
needs or the type system improvements in the Central City from the rest of the city. 
This is further demonstration that the proposed methodology is not based on a 
project-based planning and development program but rather is an exercise designed 
to generate as much revenue as possible without regard for where or how it will be 
used. This “tail wagging the dog” approach does not meet the intent of the statute. 

 
9. City Parks’ SDC Methodology and Current Conventions – The League of Oregon 
Cities most recent survey of SDC rates and methodologies across the state reveals that 
Portland is in rare company applying an SDC to non-residential uses. Less than a 
third of cities that responded to the survey assess a non-residential park SDC fee. 
Many of those that do include discounts in their rate for costs related to 
neighborhood parks and natural areas. We also found the descriptions for many 
non-residential fee methodologies would not meet ORS 223.297 ratemaking 
requirements. We also could find no references to other cities that use the time- 
based access methodology that Portland proposes to use to allocate costs to non- 
residential uses. This approach has been abandoned by several cities that formerly 
used it. See 
http://www.orcities.org/Portals/17/Premium/SDC_Survey_Report_2013.pdf 

 

Supplemental Observations and Questions 
 

 

Level of Service (LOS) Analysis 
The methodology states on page 4 that the LOS standard is the per capita value of 
investment in parkland and improvements. On page 9, the methodology asserts that 
the existing level of service per person is the service level being provided by the 

http://www.orcities.org/Portals/17/Premium/SDC_Survey_Report_2013.pdf
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existing park system. “There is no existing unused capacity nor is there any existing 
deficiency” 

 
This definition of LOS is not supported by the City’s own long-range park system 
plans and internal reviews. The 2020 Vision Plan and the 2009 Progress Report for 
the Parks 2020 Vision Plan cite the need to establish and refine levels of service by 
asset class. The 2009 assessment noted that the city had not made sufficient progress 
building athletic fields, building accessible community centers for all neighborhoods, 
nor providing parks within ½ mile walk of all city residents. This assessment implies 
the system has asset deficiencies for certain asset classes. The continuing importance 
of these goals was recently reinforced in Appendix B of the 2012 Strategic Plan, 
which highlights how the Strategic Plan is consistent with the 2020 Vision by 
acknowledging the need to establish levels of service for each asset class, and for 
lowering the system-wide risk for certain assets’ failure to deliver established levels 
of service. These higher-order city park system plans recognize both the geographic 
disparities in levels of park service and the significant variances in acceptable service 
delivery for different types of park assets. 

 
The most obvious disparity in this regard is Forest Park, whose 5000+ acres of open 
space and wildlife habitat, and hundreds of miles of trails, and local neighborhood 
park improvements provide an extraordinary level of service not only for its nearby 
residents but also to the region. It is an asset that is virtually unrivaled in any major 
metropolitan city in the United States. There is no mention in the 2020 Vision of the 
need to acquire another Forest Park in order to serve Portland’s future residents. It 
may need some hardening of heavily used trails and further enhancements to pocket 
parks to meet local neighborhood park needs; but Forest Park, by any reasonable 
standard, has ample capacity to serve additional city residents. 

 
Other asset classes that have capacity to serve additional residents include regional 
trails (e.g. Springwater Corridor, the Esplanade, etc.), Portland’s Public Golf courses, 
where use has been declining, and the city’s other nature parks. The blanket 
statement that the park system has no unused capacity or unmet needs is simply not 
true. The City’s own long-range park plans contradict this assertion. There are 
system asset classes that have capacity to serve additional growth and for these 
assets, the city should collect a reimbursement fee, not an improvement fee. 

 
The fact that the city has failed to implement the 2020 Vison Plan’s call to establish 
specific level of service standards for the various classes of park assets, or to develop 
area specific capital improvement programs, which should be used as the base for 
the SDC fee program, does not absolve the city from the required tests for designing 
and collecting park SDCs. The fact that the current methodology, which also has flaws 
in the way SDC fees are calculated, has not been overturned may only be true 
because the methodology was not challenged for pragmatic reasons, or because the 
statute limits challenges to 60-days after adoption. This is hardly a basis for not 
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meeting the intent of the statute, which is to base the fee on a master plan, not to 
develop the master plan based on the fee. 

 
Lack of Evidence for Access-based Benefit Analysis 
There is insufficient evidence to back the assertion that access to parks at certain 
hours of the day translates into measurable benefits for various classes of system 
users. The benefit distribution asserted in Table 3.3 (page 7) is an interesting 
schema but based on the research we conducted, which included reading the 
consultant’s report from which this table was gleaned, it is not backed by any 
empirical observation. 

 
In virtually every other SDC methodology that we’ve encountered, there is a direct 
empirically measured relation between system use and the calculation of system 
benefits. For the water system the benefit measure is the amount of water consumed 
by meter size. That consumptive distribution is then used to allocate the cost of 
improvements for water treatment, storage, and distribution to serve growth. 
Metered water use in winter months and sampled nutrient loads are used in sanitary 
sewer SDCs to allocate the cost to serve demand that new development will impose 
the sanitary sewer system. The amount of new impervious surface area and runoff 
association with a “system design storm” provides the basis for allocating the cost to 
build stormwater conveyance and treatment facilities. Monitored traffic generation 
and flow patterns along with design standards for amenities that are not capacity 
constrained are used to allocate costs for future transportation improvements. 

 
The assertion that time in the city provides a reliable basis for estimating system 
benefits and for allocating costs to future development is especially bothersome 
when there are no data to support the hourly utilization factors for the various user 
groups. There also are no data to support the seasonal adjustments used to compute 
the weighted average hours for the various classes of users. The assertions for how 
differing classes of park users benefit from and impose demands on the system is a 
fabrication that is not based on any empirical observation of actual use or adopted 
capacity standards for different classes of park assets. 

 
It is difficult to imagine, for example, that park use surveys would align with the 
proxy-benefit claim in the methodology that resident and non-resident employed 
persons benefit equally from the park system before and after work hours. This may 
be true for passive use of near-by parks during the lunch hour, but non-residents are 
unlikely to take a lunch hour yoga class at a community center, or lap swim, or enroll 
in a program for which they must pay a non-resident fee. 

 
City Park’s proposal to use guesswork about amount of time per day that people can 
use parks is not a reasonable or rational basis for allocating costs to future system 
users when there are other empirically based measures available. The city has 
records for visitors to its community centers and survey information for visitors to 
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city parks. An analysis of these data would provide a more reliable and defensible 
approach for allocating costs between residential and non-residential development. 
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503.310.2306 

djheff1@gmail.com 
 
 

 
E D U C A T I O N :  

 

Willamette University Graduate 

School of Management - MBA 

 

University of Wisconsin BS - 

Geography 
 

M E M B E R : 
 

American Planning Association  

Past Oregon Chapter Treasurer 

 

North/Northeast Portland Business 

Association 

Pacific NW Rugby Referees Society, 

Past Chairman   

Conferences/ Publications: 
 

 

Financing Industrial Land 

Infrastructure OR/WA APA 

Conference, 2011 

 

A Tale of Three Districts 

OAPA Mobile Workshop  

Spring Conference, 2010  

 

Hillsboro’s Transportation Utility 

Fee Program, APWA, 2009 

 

 
 
Mr. Heffernan has more than thirty years of professional 

experience advising clients on infrastructure planning and 

finance, permitting, and environmental analysis. His consulting 

clients include cities, counties, state and federal government 

agencies, and private interests. His expertise includes utility 

rates and fee analysis, capital budgeting, land development 

planning and permitting, economic development, and 

environmental analysis. He received the Distinguished Service 

Award from the Mid Willamette Valley Council of Governments 

and twice has received the Professional Achievement in 

Planning Award from the American Planning Association Oregon 

Chapter. 

 

Selected Experience  

City of Forest Grove Park System Development Fee, 2014 

– Working on behalf of MIG Consultants, Inc to help the city 

update its Park System Master Plan and to develop a funding 

strategy for the capital improvement program. The work 

includes analyzing the current SDC methodology, and rate 

structure for residential developments. 

 

 

Bend Metro Park and Recreation District SDC and Capital 

Improvement Programs, 2005, 2010, 2011 – Updated the 

District’s System Development Charge methodology to meet 

state law and prepared subsequent updates to the fee in light 

of cost and capital program changes. Managed development of 

a capital improvement planning process that identified the 

District’s capacity to issue bonds for non-SDC funded capital 

projects. Also prepared administrative procedures for indexing 

SDC fees and procedures for appealing fee calculations. 

 

mailto:djheff1@gmail.com
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City of Oakridge Park System Master Plan, 

2010 – Developed the city’s first park system 

master plan and financing program. The project 

included involvement by the University of Oregon 

Landscape Architecture Design Studio, which 

resulted in teams of students preparing concept 

plans for improving the city’s park properties and 

trails. The plan determined that grants, private 

donations, and local bond measures provided 

more reliable funding for system development. 

The project was funded through a planning grant 

from Oregon State Parks. 

 

City of Hillsboro Park System Development 

Charge Fee Methodology, 2010 – Managed a 

consulting team that updated Hillsboro’s Park 

System Capital Improvement Program and SDC 

fee program. The project raised park SDC fees 

and amended City codes to meet state 

regulations. Meetings with business and 

development stakeholders were used to outline 

the need for the update and secure their support. 

City of Vernonia Master Capital Plan, 2013 – 

Developed a six-year capital budget for 

Vernonia’s parks, water, sewer, roads, drainage, 

and special projects. The analysis used operating 

pro-forma analysis and established capital 

resources to define the level of available funding 

for capital projects. This gave decision makers 

programming targets for each system. 

I-84 Interchange Area Management Plan 

and Supplemental Transportation SDC, The 

Dalles, OR, 2010 – Developed an innovative 

supplemental impact fee program to preserve 

transportation capacity near an interchange for a 

large industrial redevelopment area. The solution 

included a trip allocation and exchange program 

with variable pricing for non-industrial uses. 

South Newberg Infrastructure Financing 

and Development Strategy, 2010 - Prepared 

an analysis of alternative financing for vital 

transportation and utility infrastructure to serve a 

regional industrial development area. Strategies 

included urban renewal, late-comer fees, LIDs, 

and transfer of development rights in addition to 

traditional SDC fees to pay for infrastructure and 

protecting sensitive resource areas.  

City of Hillsboro Transportation Utility Fee 

(TUF), 2009 – Manage the consulting team that 

developed and implemented a transportation 

utility fee. The utility revenue is financing 

deferred maintenance and safety improvements. 

The team analyzed revenue requirements and 

cost recovery options, developed the utility rate 

structure, billing processes, and appeal 

procedures. The project included extensive work 

with a stakeholder advisory committee.   

 
Atfality Recreation District Feasibility 

Analysis, 2004 – Analyzed program and 

governance solutions for a proposed recreation 

district serving residents of Tigard, Tualatin, 

Sherwood and unincorporated urban areas. The 

team worked extensively with local staff and 

elected officials to identify service gaps, estimate 

the cost of service delivery, and develop an 

innovative governance structure for the district. 

The team also prepared findings to support the 

proposed property tax rate and wrote ballot 

measure titles and supporting materials for 

elections in two counties. 

Capital Improvement Planning – Prepared 

integrated capital facility improvement plans for 

cities in Oregon and Washington. Developed an 

innovative method for coordinating plans with the 

annual budget process and integrating it with 

master plan updates. 

Utility Rate Studies and Impact Fees – 

Prepared cost of service and recovery rate 

studies for water, sewer, storm water and 

transportation utilities. Prepared development 

impact fee methodologies related to water, 
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sewer, storm water, parks, transportation and 

school facilities.  


