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SITE ANALYSIS

Figure 1: Map of Stafford Urban Reserve. Figure 2: Approximate location of Stafford in the Portland Metro Area Source: Metro & Google Maps

The following analysis of the Stafford Urban Reserve will help inform types of development
are possible and the need for the development to be incorporated into the Urban Growth
Boundary (“UGB”). It will describe in brief the history of the Urban Growth Boundary, and
then discuss how it functions as well as the system of Urban Reserve Areas (“URA”). Further
analysis will look at the demographic makeup of the Stafford region before examining the
likelihood of development for multifamily, single family, office, retail and industrial. Finally, a
recommend a course of action for incorporating these urban reserves into the Urban Growth
Boundary will be included.
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The Stafford Urban Reserve is a very large area of land located directly south of the City of
Portland. Heading south out of the City of Lake Oswego on Stafford Road the beginning of
the reserve becomes apparent as suburban neighborhood development gives way to rolling
green hills. The hills are dotted with hobby farms and horse stables with a few roads cutting
across the landscape. The reserve extends south towards Wilsonville and is bordered by the
City of Tualatin to the West and the City of West Linn to the East, the southern area of the
reserve is bisected by Interstate 205 and the Tualatin River. The area slopes gradually from
north to south leading down into the Tualatin River. The southern area of the reserve around
I-205 and the Tualatin river is much flatter than the areas to the north which will impact what
type of development is recommended where. In general, the area is surrounded by middle
to high-income single-family residential housing. There are few commercial, multi-family or
industrial developments immediately around the reserve.
HISTORY
Since the early 1970s, the Portland metropolitan region has maintained an Urban Growth
Boundary that creates a boundary to separate urban development and communities from
rural and agricultural land as required by Oregon’s land use planning system since the early
1970s. Until 2007, Metro determined every five years whether additional land was needed
to maintain a 20-year supply to accommodate the projected population and employment
growth. These expansions considered soil-capability and quality above all other factors
which was useful for determining where not to develop but did not address the real issue
which was to what locations are ideal for future urban growth. This process made investment
difficult due to the uncertainty of where the UGB would expand.
In response to local governments calling for improved methods of growth management,
going beyond analyzing the soil-capability, the Oregon Legislature enacted Senate Bill (SB)
1011, authorizing Clackamas County, Multnomah County, Washington County and Metro to
designate urban and rural reserves under a new process. This bill took effect in July 2007
and is codified under ORS 195.137 – 195.145. Local governments can now place more
emphasis on the suitability of lands for sustainable urban development, longer-term security
for agriculture and forestry outside the UGB, and respect for landscape features defining the
region.
Urban reserves are designed to provide 20 to 30 years of future urban growth area
beyond the confines of the UGB (which is set for 20-years). They allow up to a 50-year
plan for the urbanized area and are the highest priority of land that local governments
must consider when the UGB is amended. Urban reserves are intended to provide greater
certainty for commerce, private landowners, and public service providers by determining
the likely locations of future UGB expansions. The reserves are implemented through an
intergovernmental agreement between Metro and the respective county of that reserve
which provides for a coordinated and concurrent process for Metro to adopt a regional
framework plan provisions and for the county to adopt a comprehensive plan and zoning
provisions.
Urban reserves are first priority for inclusion in the Metro UGB. Furthermore, the reserves will
assist the region in implementing the current 2040 Growth Concept, the region’s long-range
plan for managing growth that was adopted in 1995.
It took multiple years for the Reserves Steering Committee and county advisors to determine
the new urban and rural reserves involving an extensive public process to bring together
citizens, stakeholders, local governments and state agencies so that together they could
consider and apply the new considerations to land surrounding the UGB. In 2010, Metro and
each of three counties entered into intergovernmental agreements to map the areas that
were determined to be most appropriate as urban and rural reserves. In 2012, the Oregon
Land Conservation and Development Commission (“LCDC”) approved and acknowledged
the designations.
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However, in 2014, the City of Tualatin and the City of West Linn appealed the inclusion of
Urban Reserve areas 4A, 4B, 4C and 4D (collectively termed “Stafford”), the City of Lake
Oswego also joined to testify extensively against Stafford’s inclusion along with the other two
cities. Also, the local community had formed the Stafford Hamlet Community in 2006 with a
purpose to preserve the rural character of the region.

Figure3: Urban Reserve Areas 4A, 4B, 4C and 4D - Source: Stafford Hamlet

The primary concern of local citizens and governments was that if Stafford is identified as an
urban reserve, it will create pressures for urbanization before the required public facilities,
particularly with regard for transportation, are planned and can support urban development.
This concern is based upon the fact that designation of Stafford as an urban reserve will
make it first priority for inclusion in the Metro UGB under ORS 192.298 and that Metro must
consider expansion of the Metro UGB every six years under ORS 197.299. So even though
the planning period for urban reserves is 20-50 years into the future, Stafford will become
eligible for inclusion each time Metro considers an urban growth boundary expansion.
Tualatin and West Linn persuaded the Court that the original urban reserve designation in
the Stafford area did not adequately consider potential future traffic impacts.
The Oregon Court of Appeals Case was remanded back to the LCDC and the matter was
further remanded to Metro and Clackamas County to take action consistent with the Court’s
opinion. Metro adopted Ordinance 16-1368 in February 2016 which adopted findings
concluding that the Stafford Urban Reserve were correctly designated as urban reserves.
However, the three surrounding cities remained concerned about the designation of Stafford
as an urban reserve.
In April 2017, the Clackamas County Board of County Commissioners accepted testimony
related to the findings of fact, statements of reasons and conclusions adopted by Metro in
Ordinance 16-1368 and Ordinance 17-1397. The revised findings focused on three primary
issues:
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•

First, whether the Stafford Area designation as an urban reserve is supported by
substantial evidence, particularly in light of evidence on the record suggesting that
primary transportation facilities currently serving the area will be failing by 2035, and
in light of claims made that sewer and water service cannot be efficiently and costeffectively provided to the Stafford Area

•

Secondly, whether the proposed region-wide urban reserve designations continue to
meet the “amount of land” standard

•

Lastly, whether the proposed region-wide urban reserve designations continue to meet
the “best achieves” standard

The Clackamas County Board of County Commissioners voted 5-0 to direct staff to draft
an ordinance adopting findings of fact, statements of reasons and conclusions, and to add
language to the findings referencing an intergovernmental agreement between Clackamas
County, Metro and the cities of Lake Oswego, Tualatin, and West Linn as evidence that the
Stafford area can be served by urban level public facilities and services, both efficiently and
cost-effectively, as required by state law.
That five-party Intergovernmental Agreement (“IGA”) has been drafted for the Stafford
Urban Reserve Areas. The IGA states that the area shall be governed by one or more of the
existing cities surrounding the urban reserve area. Unless there is no practical alternative,
Metro and Clackamas County state within the agreement that they will oppose any future
effort to incorporate a new city or to create new service districts to provide water or sanitary
sewer services in Stafford outside of a city. The cities will develop a preliminary concept plan
to address transportation, density, community, character, and infrastructure issues. Metro
and Clackamas County will undertake a transportation planning project using the $170,000
Community Planning and Development Grant from Metro to the County to study and plan
for transportation and other public infrastructure in the Stafford area. The parties of the IGA
will continue to support the Joint Policy Advisory Committee on Transportation’s decision
to make widening I-205 from Oregon City to Stafford Road a top priority for regional
transportation projects.
On June 28th, 2017, Clackamas County will host an official, celebratory signing ceremony
with representatives from all five signatories at the County’s Public Services Building.
DEMOGRAPHICS
The cities of West Linn and Lake Oswego are comprised of relatively affluent households
with higher income levels than most surrounding areas. According to the US Census Bureau,
the city of West Linn has a median household income of $83,933 with an approximately
1.10% annual growth rate. Lake Oswego has a median household income of $85,303 with
Tualatin’s less at $66,384 but still higher than Clackamas County as a whole ($64,700) and
higher than Oregon ($50,521).
West Linn’s population has grown from 22,261 residents in 2000 to 26,593 in 2015 and
the average annual growth rate of 1.3% outpaced the county and state. Lake Oswego and
Tualatin have seen more modest population growth over the same period, with 38,945
and 27,545 residents respectively. Clackamas County’s population has grown from 338,291
residents in 2000 to 401,515 residents in 2015, representing an average annual growth
rate of 1.1%. The Oregon Office of Economic Analysis projects that Clackamas County’s
population will grow to 512,731 by 2035.

MARKET ANALYSIS
MULTI-FAMILY

The multifamily market surrounding the Stafford Urban Reserve – specifically the cities of
West Linn, Lake Oswego, and Tualatin – are not showing the same level of market softening
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that some areas in the Portland MSA have experienced in recent months. A large part of
the reason is that Portland has had a large supply of new apartment units recently delivered
with more units on the way. This has resulted in increased apartment vacancy rates in certain
Portland neighborhoods, which due to various reasons that are explored below, have not
affected the suburban apartment vacancy rates.
Average rents per square foot in Lake Oswego and West Linn are $1.54, up 6% from fall of
2016 according to Multifamily NW’s Spring 2017 Apartment Report. Vacancy rates for Lake
Oswego and West Linn are at 4.5% according to the report, up .43% from the previous fall
report. Tualatin’s average rent is $1.39 per square foot (up 4% from fall 2016) with vacancy a
bit higher than Lake Oswego/West Linn at 4.82%.

Figure 4: Graph of average rent and vacancy rate. - Source: Multifamily NW
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Figure 5: Graph of units under construction versus proposed. - Source: Multifamily NW

Apartment construction in the suburban areas adjacent to the Stafford Triangle is starting
to see some growth with 4,341 total proposed units in Washington County as of Spring
2017. This represents a 20.8% increase over proposed units in Fall 2016. Proposed units in
Clackamas County are more than half that of Washington County at approximately 1,500
with nearly 1,000 units currently under construction according to Multifamily NW.
The need for additional multifamily in the areas surrounding the Stafford Triangle remains
high, with Multifamily NW estimating demand for at least 2,000-3,000 units per year in
Washington, Clackamas, and Clark counties based on population growth forecasts. With
the City of Portland seeing a decrease in multifamily construction permits due to a potential
oversupply and the passing of recent inclusionary zoning legislation, there is an opportunity
for multifamily development in the Stafford Triangle to meet future unmet demand.
INDUSTRIAL
The industrial market for the Portland Metropolitan area is very strong. The market is seeing
historic occupancy with vacancy rates at 3.5% at the end of the 1st quarter of 2017 according
to the JLL 1st Quarter 2017 Market Report. A big driver of the low vacancy rates is the lack
of suitable land for industrial development. With no new land supply coming into the urban
growth boundary until at least 2018 when Metro reexamines the need, it is likely industrial
remains strong in the near future. In addition the need for industrial space is growing on
the tenant side. Projects like Amazon’s 855,000 square foot facility in Troutdale and the
Gresham Vista Logistics Business park by Specht Properties which is set to deliver another
733,232 square feet. This has contributed to make industrial development a hot commodity.
That same JLL quarterly report highlights that until supply outpaces demand there will be
continued pressure on rents which could creep up to an average of $0.60 on the shell.
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In general, a site that is suitable for industrial development needs to be flat land with a
proximity to major transportation infrastructure. Now specifically look at the Stafford Urban
Reserve, the majority of the land is not suitable for Industrial development due to either the
slope of the land or the distance from a major arterial. Overall if the need for industrial is
the primary driver of UGB expansion, Stafford is not a high demand area. However, there is
indeed some land that would be suitable for industrial that could be considered as the area
is studied and zoned for future development and incorporation into the UGB. On either
side of I-205 there are large areas of land that have less than a 10% slope as identified in
the map below. Areas with less than 10% slope are in white. The areas west of Stafford Road
are the least suitable for industrial of the flat lands due to the proximity to existing schools.
However, to the east of Stafford and south of I-205 there are areas suitable in terms of grade
and neighborhood make up. These areas should be further examined for their potential
as industrial development sites although one large challenge still remains and that is the
infrastructure needed to handle industrial development. If industrial development were to
happen along Johnson Road there would likely need to be a freeway interchange built to
handle the increase in freight. Otherwise freight would be forced to head north on Johnson
Road to meet up with Stafford and then head south on Stafford to join I-205. Stafford Road
leading to I-205 is already a very taxed road and the increase in freight traffic would cause
further delays and traffic on Stafford. Adding another intersection at Johnson Road would be
very costly but without the added infrastructure it is likely that industrial development would
not be sustainable in this region despite the huge demand for the product.

Figure 6: Slope map of land around I-205 in the Stafford Reserve - Source: Metro GIS

SINGLE FAMILY
Much of the Stafford Triangle is likely to develop into single family residential housing
based on the topography of the land. Currently the most concentrated single family home
developments within the reserve area falls in two separate areas. Both of those areas are
neighborhoods along the Tualatin River. The first area is north of SW Halcyon road with the
Urban Growth Boundary to the west, the river to the north and SW Natchez Court to the
east. This area consists of approximately 48 separate tax lots, with lots varying between 3
- .5 acres. Prices in this area vary drastically as of the writing of this report there were three
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properties currently listed on the market in this area, with prices of $1.7MM, $850K and
$450K respectively. This can prove difficult for future development when property values
have a considerable cost to acquire.

Figure 7: The Squares indicate the two most developed areas within the reserve area.

The second area with a concentration of single family home development also falls along the
Tualatin River with homes to the north of the river and along Stafford Road to the east. There
are approximately 72 separate tax lots with most the lots below half an acre. As of writing,
there were three listed properties for sale at $475K, $406K, and $300K. Most of the homes
in this area were built between 1960 and 1975 making it a slightly older stock than most the
homes outside of the UGB.
Development inside the UGB along the Westside of the boundary includes the Palisades,
Westridge, and Childs neighborhoods which fall within Lake Oswego’s city limits and
the East Tualatin neighborhood which falls within Tualatin city limits. These bordering
neighborhoods are almost exclusively single-family homes. Forty-five homes within one
mile of the UGB were listed on the market with an average cost above $800K. Most of
the surrounding housing stock in the Lake Oswego neighborhoods sits on an average of
a quarter acre (.25). While the Tualatin East neighborhood has slightly smaller lots at an
average of .19 acres per house.
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Figure 8: Closest neighborhoods to the west of the Stafford reserve area.

Homes in Lake Oswego and Tualatin that are closest to the reserve area are relatively newly
constructed with most homes being built after 1990. The overall housing development
adjacent to the reserve area is high end construction with homes at the lower end of the cost
range being larger than 3,000 SF and starting with 4 bedrooms and 2 bathrooms. Homes
feature high-end materials, finishes and fixtures.
Housing in the Lake Oswego area have some of the highest sales prices in the metro region.
Using Zillow.com and taking a selection of 50 home prices from the neighborhoods that
surround the North Stafford area, the average home price is $819,000 and the median home
price is $705,000. According to an Oregonian report, the median home price in Portland is
$350,000 as of January 2017 and the median home price in Lake Oswego is $584,000 as
reported by Zillow.com. The graph below from Zillow.com shows the aggressive increase in
home prices since the recession in the Lake Oswego area. Even within Lake Oswego, the
median home price for the area surrounding North Stafford is considerably more expensive
than all of Lake Oswego. Some of these very expensive houses have amenities like barns
and horse stables.
In West Linn, single-family home sales have been steady. Home sales have been sparse
in the unincorporated areas adjacent to the West Linn, likely due to lack of inventory in
these rural areas. Housing stock in West Linn is relatively new with most homes built from
the 1980’s onward. In the past 12 months, single-family homes located in West Linn just
northeast of the Rosemont area averaged the following

Figure 9: West Linn Average Home Prices
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Much of the available land stock near the UGB has been developed and Portland MSA
single-family housing supply has reached a historic low inventory level of single-family homes
on the market. The RMLS shows average supply in the Portland MSA region at 1.4 months.
Most of the Stafford area seems suited for high-end single family development. Challenges
to this are the current density levels of nearby neighborhoods setting lower density
standards then are desired by Metro for future development. Other obstacles include a high
cost of acquiring land since many large expensive homes have been built on sizable lots
requiring developers to pay for the cost of the home or forgo a sizable section of land if the
lot is divided.
The Stafford Triangle’s most logical first phase of development falls along the North side of
I-205 beginning along the UGB to the west and extending slightly past where Stafford road
meets I-205. Land surrounding I-205 is the flattest and most accessible in the area giving
it a wide range of development possibilities including light industrial, office park or higher
density mixed use. Having the city of Tualatin annex this area would be the most logical as
it boarders the area to the East. Extending services such as water and sewer into the reserve
would have also make sense coming from Tualatin as it would have the shortest distance to
cover.
The area along I-205 also has significantly more community support for development than
others in the area. Stafford Hamlet, a board of unincorporated land owners designed to
address the concerns of development proposed a compromise plan which includes land
North of the Tualatin River staying unincorporated and focusing development around
Borland and I-205.
RETAIL
Within the I-5 Corridor, the retail market has positive absorption, positive rent growth
between 3.1%-6.6%, and boast vacancy rates between 0.0%-8.0% depending on the
submarket, according to CoStar. Bordering the Stafford Urban Reserve to the east, West Linn
currently has a number of retail options; however, the high household income in the area has
created a significant retail gap in the Retail Trade and Food & Drink categories according to
an ESRI Marketplace Profile Report.
The two most relevant retail comparable near the Stafford Triangle are Cascade Summit
Shopping Center (located directly next to Willamette Church and directly adjacent to the
eastern border of the Rosemont reserve) and West Linn Central Village, on the eastern
border of West Linn.
Cascade Summit Shopping Center is anchored by Safeway and also contains a Starbucks, a
few small restaurants, Bank of America, and Cascade Summit Animal Hospital among other
smaller tenants. West Linn Central Village is located on the eastern side of West Linn and is
newer and more attractive than Cascade Summit Shopping Center as evidenced by its more
upscale anchor grocer Market of Choice. The shopping center also includes a Starbucks, yet
another animal hospital, and other smaller restaurants, banks, etc.
Vacancy was minimal at both shopping centers so it was difficult to attain current rental
information for retail space in the immediate market area. However, Cedar Oaks Community
Center, located farther north but still in West Linn, is leasing retail space for $35/SF/Year
triple net, which seems appropriate for the area.
The Stafford Urban Reserve has an opportunity to capture a significant amount of the retail
gap in West Linn. The significant leakage in the Retail Trade and Food & Drink categories
leads to the perfect opportunity for Stafford to develop a neighborhood shopping center
with a large anchor tenant such as a Fred Meyer. Additionally, there is an opportunity to
expand the Cascade Summit Shopping Center due to its location bordering the Stafford
Reserve. The developable land within the reserve could be used to expand the shopping
center or create a new town center.
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Figure 10: ESRI West Linn Marketplace Retail Gap

OFFICE
According to Costar, office vacancies in the I-5 Corridor are high. Currently the vacancy rate
is at 26.6%, which is much higher than the Portland Market with only 6.2% vacancy. The
city of Tualatin also has a high vacancy rate at 16.1%. Meanwhile, crossing over I-205 into
Lake Oswego, the vacancy rate drops to only 5%, bolstered by Kruse Way and Wilsonville’s
vacancy rate is at 1.5%. Interestingly, rent growth is consistent, between 5.7% and 7.0%
across all markets.
Some areas of the North Stafford area may be suited for office development. As mentioned
in previous sections, thanks to its proximity to freeway access, neighborhood demographics,
and net absorption of class A office, North Stafford might be presenting a great opportunity
to fulfill this need. Currently, rents are running around $24 to $26 per square foot.
Vacancy Rates

Rent Growth

I-5 Corridor Outlying

26.6%

6.6%

Lake Oswego / West Linn

5.0%

7.0%

Tualitan

16.1%

5.7%

Wilsonville

1.5%

6.2%

Figure 11: Vacancy rate and rent growth comparison of nearby markets. Source: Costar

INFRASTRUCTURE COSTS
Only one of the six Stafford area reserves, Norwood, which is in the southwest portion of
this area, has been identified in Group Mackenzie’s “Assessment of Potential Urban Growth
Boundary Expansion Areas” written for Metro. This assessment analyzes the potential
development area for an estimated cost of public infrastructure. Public utilities, parks, and
schools are the three main types of infrastructure that are looked at. Additionally, only a
fraction of this reserve has been analyzed for residential development. Of the 337 acres that
have been analyzed, 286 of these acres are buildable. Please note that estimates are based
in 2010 dollars, and there may be additional construction fees.
Total Reserve Land

337 Acres

Buildable Land

286 Acres

Project Dwelling Units

3331

Figure 12: Amount of land analyzed in the report. Source: Group Mackenzie’s “Assessment of Potential Urban
Growth Boundary Expansion Areas”
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Sewer System Costs

$13,170,000

Water System Costs

$5,990,000

Storm System Costs

$6,303,000

Neighborhood Parks

$1,520,000

Community Parks

$34,400,000

New Elementary School

$15,000,000

Road System Costs

$413,390,000

Estimated Total Infrastructure Costs

$489,773,000

Figure 13: Infrastructure costs.Source: Group Mackenzie’s “Assessment of Potential Urban Growth Boundary
Expansion Areas”

Dividing the total estimated infrastructure costs by the amount of projected dwelling units
gives us approximately $147,035 of infrastructure costs per unit when constructing single
family homes in this area.
RECOMMENDATION
The Stafford Triangle’s most logical first phase of development falls along the North side
of highway 205 beginning along the UGB to the west and extending slightly past where
Stafford road meets Highway 205. Land surrounding I-205 is the flattest and most accessible
in the area giving it a wide range of development possibilities including light industrial,
office park or higher density mixed use. Having the city of Tualatin annex this area would be
the most logical as it boarders the area to the East. Extending services such as water and
sewer into the reserve would have also make sense coming from Tualatin as it would have
the shortest distance to cover. The area along I-205 also has significantly more community
support for development than others in the area.
The best place for Tualatin to bring the needed infrastructure to this area would be along
Borland. The expansion would also be an ideal time to make Borland a continuous three
lanes east of Saum Creek to Stafford Rd, as well as to create a protected intersection at SW
35th Ave. This would help to reduce traffic burdens of additional development. Stafford
Road south to I-205 would also need to be expanded to three lanes as well.
With the high traffic of Stafford and easy access to I-205, the SW corner of Stafford Road
would make an ideal location for a New Seasons (style) anchored shopping center. In
addition to the location, we are suggesting this type of development due to the surrounding
areas minimal vacancy rate and lack of comparable projects that are typically found in such
areas.
The majority of Stafford is likely to remain single family, in large part due to the terrain.
In addition to the shopping center, our recommendation is that the area along Borland
be used to create density with smaller lots and multifamily developments. The demand is
there for multi-family, with an estimated 2,000-3,000 units needed per year in Washington,
Clackamas, and Clark counties based on population growth forecasts. Additionally, vacancy
rates in the surrounding area remain low as discussed previously. Smaller lot single family
development would also work well for this area. Currently the Portland MSA is facing a
shortage of single family housing with only 1.4 months’ worth of supply. For single family, SW
35th Avenue would need to be developed but would provide a starting point for this type of
development. As you move closer to the Tualatin River we strongly recommend single family
housing. People will pay a premium to be located near the water and in this area in general,
with the average cost of homes being $800,000 on quarter acre lots.
The last type of use we would recommend for this area is Class A Office. Rents in the area
are running around $24 to $26 per square foot, while the overall office vacancies in the
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I-5 Corridor are high at 26.6%. However, Lake Oswego and West Linn benefit from a low
vacancy rates is and rent growth is strong as mentioned previously. Office development in
this area will also benefit from good freeway access, strong neighborhood demographics,
and positive net absorption.
A second phase of development is recommended for the area of the Stafford Reserve that
lies between Stafford Road to the East and the Tualatin River to the West and South. This
area has a flatter topography when compared to other areas of the reserve, and is comprised
of a small number of large sites (many over 20 acres). The prevalence of larger sites
controlled by relatively few landowners makes better the prospect for a future assemblage.
The area’s proximity to I-205 and Tualatin make it a good candidate for multiple uses ranging
from low to medium density residential to industrial. Its location north of the Tualatin River
allows the area access to major roadways without the need for cost prohibitive infrastructure
such as bridges, though it is likely that upgrades to Stafford Road will be needed to alleviate
traffic congestion already present in the area. A traffic study is recommended to assess the
impact of various development types on traffic in the area.
This group recommends a broad zoning be applied to allow for various development types
supported by the market demand and geography present in the area.
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