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Executive Summary

This executive summary presents the results of the Lake Oswego
Housing Needs Analysis (HNA) and Buildable Lands Inventory (BLI) for
the area within the Lake Oswego urban service boundary (USB). It
describes what needs to be done to comply with Statewide Planning Goal
10 (Housing) as implemented by the Metropolitan Housing Rule. It also
summarizes policy changes that we believe are necessary (quoting from
Goal 10) to “encourage the availability of adequate numbers of needed
housing units at price ranges and rent levels which are commensurate with
the financial capabilities of Oregon households.”

INTRODUCTION

The HNA assumes that Lake Oswego”s USB population will increase
from approximately 43,000 in 2010 to approximately 50,000 in 2030. After
comparing household incomes with rental and home-ownership costs, the
HNA suggests housing typesiand densities necessary to meet Statewide
Planning Goal 10 (Housing) as interpreted by the Metropolitan Housing
Rule (OAR 660 Division 007). The HNA also documents Lake Oswego’s
capacity to meet Metro Functional Plan Title 1 requirements. Finally, the
HNA identifies policy options for providing financially attainable housing
opportunities for existing and future Lake Oswego residents.

STATEWIDE PLANNING GOAL 10 (HOUSING)

Goal 10 (Housing) is “to provide for the housing needs of citizens of
the State.” The focus of Goal 10 is to ensure that each city accommodates
its fair share of regional housing needs.! Goal 10 requires that cities
inventory buildable land and designate sufficient buildable land to meet
identified housing needs —in residential or mixed use zones - under clear
and objective approval standards. To meet identified needs, zoning must
provide the opportunity for needed housing types and densities that are
“commensurate with the financial capabilities of Oregon households.”

By statute,? needed housing types include detached single-family
dwellings, attached single-family dwellings (i.e., row homes or common-

1 See, for example, 1000 Friends of Oregon v. City of Lake Oswego (LCDC No. 78-024, January 1981).

2 See ORS 197.295 through 197.314, also known as “the needed housing statutes.”
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wall units on individual lots), multiple-family housing (i.e., where there is
more than one dwelling unit on a lot), and manufactured dwellings (on
individual lots or in parks). Government-assisted housing? is also defined
as “needed housing” by statute. Cities may identify more specific needed
housing types based on the local HNA (e.g., secondary dwelling units,
mixed use residential, assisted living facilities, and courtyard housing).

By statute and administrative rule, approval standards for needed
housing types and densities must be” clear and objective” and must not
have the effect, either individually or cumulatively, of discouraging needed
housing through unreasonable cost or delay.*

METROPOLITAN HOUSING RULE AND FUNCTIONAL
PLAN REQUIREMENTS

Goal 10 has been interpreted by the Land Conservation and
Development Commission (LCDC) and the Metropolitan Service District
(Metro) for cities and urban counties within the Metro Urban Growth
Boundary (UGB).

METROPOLITAN HOUSING RULE (OAR CHAPTER
660, DivisioN 007)

The “Metropolitan Housing Rule” (Division 007) recognizes that the
25 cities:and three urban counties within the Metro UGB are part of a
regional housing market - in terms of housing demand and buildable
land supply. Division 007 establishes minimum housing type and
density standards for each metropolitan-area city. Lake Oswego has
chosen to conduct a local HNA to assist the community in planning for
housing opportunities consistent with Division 007 requirements.

3 According to Statewide Planning Goal 10 (Housing): “Government assisted housing - means
housing that is financed in whole or part by either a federal or state housing agency or a local
housing authority as defined in ORS 456.005 to 456.720, or housing that is occupied by a tenant or
tenants who benefit from rent supplements or housing vouchers provided by either a federal or state
housing agency or a local housing authority.”

4See ORS 197.307(6): “ Any approval standards, special conditions and the procedures for approval
adopted by a local government shall be clear and objective and may not have the effect, either in
themselves or cumulatively, of discouraging needed housing through unreasonable cost or delay.”
See also OAR 660-007-0015: “Clear and Objective Approval Standards Required Local approval
standards, special conditions and procedures regulating the development of needed housing must be
clear and objective, and must not have the effect, either of themselves or cumulatively, of
discouraging needed housing through unreasonable cost or delay.”
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The Metropolitan Housing Rule requires that larger metropolitan
area cities like Lake Oswego® zone buildable residential land to provide
the opportunity for new housing construction (a) to occur at 10 units per
net buildable acre (NBA®) or greater, and (b) to provide the opportunity
to achieve at least 50% “attached housing”. The rule broadly defines
“attached housing” to include attached single-family housing, duplexes,
secondary dwelling units, manufactured dwellings in parks, and
multiple-family housing (including apartments, assisted living units,
and condominiums). However, a city may justify a different housing
mix or density based on an HNA that is coordinated with Metro
housing forecast and meets regional housing needs.”

METRO FUNCTIONAL PLAN TITLE 1

Title 1 of Metro’s Urban Growth Management Functional Plan is
intended to promote efficient land use within the Metro UGB by
documenting the capacity of buildable land to accommodate future
housing. The primary tool for achieving this objective is for local
governments to determine the location of 2040 Growth Concept design
types (town centers, main streets, corridors, etc.) and incorporate these
designations into adopted comprehensive plans. Lake Oswego has
done this.

Title 1 also establishes capacity targets for each local government -
based primarily on the amount of buildable land within - and refill
assumptions for - each jurisdiction. In 1998 and 2002, Metro found that
Lake Oswego met Title 1 capacity requirements.

The draft Metro Urban Growth Report (December 2009) estimates
that the Lake Oswego “subarea”® will add from 2,500 to 2,800 additional
dwelling units between 2005 and 2030.

5 OAR 660-007-(3) Multnomah County and the cities of Portland, Gresham, Beaverton, Hillsboro,
Lake Oswego and Tigard must provide for an overall density of ten or more dwelling units per net
buildable acre. These are larger urbanized jurisdictions with regionally coordinated population
projections of 50,000 or more for their active planning areas, which encompass or are near major
employment centers, and which are situated along regional transportation corridors.

6 The Metropolitan Housing Rule defines “net buildable acre” as follows: “(1) A ‘Net Buildable Acre’
consists of 43,560 square feet of residentially designated buildable land, after excluding present and
future rights-of-way, restricted hazard areas, public open spaces and restricted resource protection
areas.”

7 See OAR 660-007-0030 and -0037.

8 The Lake Oswego subarea includes most of the Lake Oswego USB - except for the northern portion
of Mountain Park.
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The draft Metro Urban Growth Report considered statutory
requirements (ORS 197.296 and 197.303) related to the sufficiency of
buildable land within the UGB to accommodate needed housing.
However, Metro’s capacity analysis did not consider Metropolitan
Housing Rule (Division 007) or ORS 197.307 compliance issues related
to housing mix and density requirements and clear and objective
approval standards. Significantly, Metro did not examine Lake
Oswego’s specific zoning districts and development standards to
determine whether needed housing types and densities are permitted
under clear and objective standards in residential and mixed-use zones.

LAKE OSWEGO CONTEXT

The Lake Oswego HNA was not prepared in a vacuum. Before
beginning our analysis, we first consulted the Lake Oswego
Comprehensive Plan (1979, 1984 and 1994 versions), the Affordable
Housing Task Force Final Report (AHTF Report, 2005), and Lake Oswego
Aspirations (2009). We also conducted a series of interviews with
knowledgeable Lake Oswego developers and staff members.

One housing goal in the Lake Oswego Comprehensive Plan mirrors
Statewide Planning Goal 10 by calling on the City to:

“Provide the opportunity for a variety of housing types in locations
and environments to provide an adequate supply of safe, sanitary,
energy efficient housing at price and rent levels appropriate to the
varied financial capabilities of present and future residents;”

As documented in Chapter 2, Housing Policy 15 commits the City to
meeting its “fair share” of local and regional housing needs:

“15.  Provide low to moderate cost housing opportunities to meet Lake
Oswego’s fair share of local and regional housing needs including single
family, multifamily facilities, manufactured housing, special use housing
and residential care.”

The Affordable Housing Task Force (AHTF) Report reiterates the policy
direction found in the Comprehensive Plan by emphasizing the importance
of secondary dwelling units in providing for affordable and relatively low-
impact housing opportunities. The Report goes further by recommending
employer-assisted housing, review of the Community Development Code,
and reliance on urban renewal funding to help meet affordable housing
objectives. Many of the AHTF recommendations re-appear in Chapter 7,
Policy Implications and Recommended Strategy, of this report.
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“Lake Oswego Aspirations” focuses on redevelopment and intensifying
housing in town centers and corridors, and recognizes the importance of
secondary dwelling units in meeting regional housing needs.

The development experts we interviewed generally agreed with two
key aspirational statements in the Lake Oswego Aspirations document
(Section 5.13): (1) to the extent that redevelopment is desirable, it should
occur in Downtown Lake Oswego and will be instrumental in meeting
future housing needs; and (2) the City should not place too much reliance
on redevelopment in existing low-density residential areas to meet
identified housing needs. Importantly, those interviewed generally agreed
that revisions to Lake Oswego zoning standards are necessary to achieve
infill and redevelopment objectives.

LAKE OSWEGO DiviIsiION 007 COMPLIANCE
ANALYSIS

Compliance with Goal 10 and the Metropolitan Housing Rule (Division
007) is determined by comparing the amount of buildable land in each
adopted residential or mixed use zone - and the housing types and density
allowed on buildable land in each zone under clear and objective review
standards.

In Lake Oswego’s case, if buildable land is planned and zoned to allow
objectively at least 10 dwelling units per net buildable acre (NBA) and at
least 50 % attached units, then Lake Oswego complies with Goal 10 and
Division 007.

In 1984, the Land Conservation and Development Commission (LCDC)
acknowledged the Lake Oswego Comprehensive Plan as complying with
Statewide Planning Goal 10 (Housing) and the Metropolitan Housing Rule
(OAR Chapter 660, Division 007). Prior to 1984, Lake Oswego made a
number of changes to the plan to achieve Goal 10 compliance; as a result,
LCDC determined that City plan designations and zoning allowed for 10.2
dwelling units per net buildable acre within the USB under clear and
objective review standards.’

Since 1984, Lake Oswego has made many amendments to its zoning,
design and development standards. While it is beyond the scope of this
review to evaluate every plan and code amendment that has been made

9 Lake Oswego Comprehensive Plan (1994), Goal 10: Housing, page 10-1.
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over the last 25 years against Division 007 requirements, it is clear that
many amendments (e.g., Downtown and Lake Grove design standards,
density transfer provisions for Sensitive Lands, Planned Unit Development
standards) are not clear and objective, and may have had the cumulative
effect of discouraging needed housing opportunities.

The buildable land supply within Lake Oswego’s USB is examined in
Chapter 5 of the HNA report. In summary, Lake Oswego has high,
medium and low density residential zones. The high and medium density
residential zones (R-0, R-2, R-3, R-2.5, and R-5) permit attached housing
types as of right. The low density residential zones (R-15, R-10 and R-7.5)
allow both single-family detached and “zero lot line. dwellings” (a form of
attached housing)!? housing as of right.1! Therefore, Lake Oswego meets
the housing mix requirements of the Metropolitan Housing Rule.

As shown on Table ES-1, Lake Oswego has about 77 net buildable acres
of vacant residential land, and about 539 net buildable acres of partially
developed land with infill potential'2 - resulting in a total buildable land
inventory of about 616 net buildable acres. This residential buildable land
has the theoretical maximum capacity for 2,156 dwelling units, and a
theoretical minimum capacity (should all identified buildable lands
develop) of 1,413 dwelling units.

10 According to the Lake Oswego Development Code (Section 50.02.005) a “Dwelling, Zero Lot
Line.” Is defined as “ A building providing two dwelling units on two separate lots and used for
residential purposes,” However, based on our experience, the likelihood of anyone investing in a
zero lot line (common wall) unit on lots of 7,500 square feet or greater is extremely small. In our
review of recent residential development in Lake Oswego from 1998-2008, we were unable to
document any instances of attached single family dwellings being constructed in land in low density
residential (R7.5, R-10 or R-15) zones.

11 Lake Oswego’s mixed-use zones have subjective approval criteria and therefore the residential
capacity in these zones was not considered in determining whether the City meets Division 007
requirements. Moreover, recent development in Lake Oswego shows little evidence that residential
development has actually occurred in Lake Oswego’s mixed-use zones.

12 The supply of “infill” land referenced in this document includes slightly over 1,200 existing
dwelling units. The amount of developed land on each lot was not evaluated. If it is assumed that
each existing house occupies no more than the minimum lot size in the applicable zone, the supply of
buildable “infill” land would decrease by about 250 acres. As indicated in Appendices A and C,
existing development patterns, home values, and Lake Oswego regulations make infill to the
maximum theoretical capacity unlikely to occur.

Page vi April 2010  Winterbrook / ECONorthwest Lake Oswego Housing Needs Analysis



Preliminary Housing Needs Analysis - Not Adopted by the City of Lake Oswego

Table ES-1: Buildable Lands Inventory Summary

Zone NBA NBA Total | Vacant InfillCap Total Vacant InfillCap Total

Type |Vacant Infil NBA | Cap Max Max Cap Max % Cap Min Min Cap Min %
High

Density 2.6 5.6 8.3 75 147 222 10% 34 69 103 7%
Medium

Density 5.5 30.7 36.2 49 244 293 14% 39 180 219 16%
Low

Density | 69.2 502.7 571.9 324 1,317 1,641 76% 259 832 1,091 77%
Totals| 77.4 538.9 616.3 448 1,708 2,156 | 100% 332 1,080 1,413 |100%

Source: City of Lake Oswego, Winterbrook Planning

However, as noted in Chapter 5 and Appendices A-C of the HNA
report, it is questionable whether this theoretical maximum can be achieved
without changes in Lake Oswego’s zoning standards... About three-fourths
(77%) of these potential new units are located in low. density residential
zones. Construction of new single-family detached or attached units in
these zones relies primarily on creation of new lots through the subdivision
or partitioning!3 process.

As documented in Chapter 5 of the HNA report, Lake Oswego no
longer meets the 10 unit per NBA density performance standard on its
limited buildable land supply. On buildable land where housing is
permitted under clear and objective standards, the maximum permitted
residential density is 5.5 dwelling units per net buildable acre - far short
of the required 10 dwelling units per NBA standard.

KEY DEMOGRAPHIC TRENDS

AFFORDABLE HOUSING DEFINED

The HNA report relies on HUD’s definition of “affordable housing”
to determine whether projected housing types and densities are
“commensurate with the incomes of Oregon households”:

“Affordable housing refers to households’ ability to find housing within
their financial means. Households that spend more than 30% of their
income on housing and certain utilities are considered to experience a cost

13 Lake Oswego’s minimum density standards do not apply to creation of new lots through the
partitioning process.
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burden.** As such, any household that pays more than 30% experiences a
cost burden and does not have affordable housing.”

PROJECTED POPULATION GROWTH

In 1980, Lake Oswego’s population was 22,630. In 1981, when the
Metropolitan Housing Rule was adopted, the year 2000 population
projection for the Lake Oswego USB was about 54,000.15 In 1984, when
the plan was acknowledged by LCDC, it was assumed that Lake
Oswego would annex and provide urban services to “urbanizable” land
within its USB during the 20 year planning period.1® By 2007, however,
the Lake Oswego USB had only 43,412 people.l” In contrast to
comparator jurisdictions (Tigard and urban Clackamas County), Lake
Oswego’s population growth has been substantially less than
expected.18

RENTAL HOUSING COSTS IN LAKE OSWEGO

As documented in Chapter 3 of the HNA report, both rental and
owner-occupied housing costs have risen relative to income in Lake
Oswego and the region, to the point where people who live in Lake
Oswego often cannot afford to doso. In Lake Oswego, the percentage
of households that expended 30% or more on rent increased from 36%

in 1990 to 53% in 2006-08.

14 Cost burden is a'conceptused by HUD. Utilities included with housing cost include electricity, gas,
and water, but.do not include telephone expenses.

15 The Lake Oswego Comprehensive Plan (1979) projected that 54,000 would live in the USB by 2000.
The Metropolitan Housing Rule (OAR 660-007-0035)assigned the 10 dwelling unit per NBA standard
to Lake Oswego based on a population projection of 50,000 or greater:

“(3) Multnomah County and the cities of Portland, Gresham, Beaverton, Hillsboro, Lake Oswego
and Tigard must provide for an overall density of ten or more dwelling units per net buildable acre.
These are larger urbanized jurisdictions with regionally coordinated population projections of 50,000
or more for their active planning areas, which encompass or are near major employment centers, and
which are situated along regional transportation corridors.”

16 The 1984 comprehensive plan projected the capacity of the USB at about 50,000 people. However,
the 1988 Lake Oswego Water System Master Plan (page 2-2) was based on achieving a USB population
of 54,077 by 2012: “The ultimate population within the Urban Service Boundary is projected to be
54,077 by 2012. This population increase will be the result of the City providing service to areas such
as Lake Grove and Rivergrove.”

17 In 2007, the City of Lake Oswego’s population was 36,698 -with an estimated 6,072 people living
in the unincorporated USB area -- for a total of 43,412.

18 As noted in the policy discussion below, it is probable that public policy (zoning) has had a
dampening effect Lake Oswego’s ability to accommodate projected population growth.

Page Vviii
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As shown on Figure ES-A, rental housing has become substantially
less affordable in Lake Oswego. This indicates a need to expand the
supply of multifamily, and to a limited extent, other types of rental
housing.

Figure ES-A: Gross rent as percentage of household income
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HOMEOWNERSHIP COSTS IN LAKE OSWEGO

As shown on Figure ES-B, according to the 2008 American
Community Survey, the ratio of housing value to household income in
Lake Oswego has been and continues to be higher than Tigard,
Clackamas County, and the Portland MSA. The ratio of Lake Oswego
home values compared with household incomes more than doubled
from 1990 to 2007 (from 2.8:1 in 1990 compared to 6.6:1 2007) - to the
point where the median home value is nine times the median income in
the metropolitan area.
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Figure ES-B: Housing value compared to household income
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TwO OTHER KEY DEMOGRAPHIC TRENDS

Two other demographic trends are important to consider in the Lake
Oswego HNA: Lake Oswego’s population is aging and there are
relatively few younger families when compared with neighboring
jurisdictions.

Tables documenting these trends are found in Chapter 4.

e Aging Population: Lake Oswego’s population is growing older.
This indicates the need to plan for housing oriented toward
higher age groups that typically demand smaller units with
lower property maintenance requirements. Housing types
appropriate for Lake Oswego’s aging population include senior
multiple family housing, secondary dwelling units, and
dwellings in assisted living facilities.

e Fewer Younger Families: Lake Oswego has relatively few
younger, working-age families when compared with Tigard,
Clackamas County and the region. This trend can be explained
in part by higher housing costs in Lake Oswego when compared
with neighboring jurisdictions.

Page x April 2010  Winterbrook / ECONorthwest Lake Oswego Housing Needs Analysis



Preliminary Housing Needs Analysis - Not Adopted by the City of Lake Oswego

HOUSING NEEDS ANALYSIS

The Metropolitan Housing Rule includes two broad categories of
needed housing: detached single-family and attached housing. For
purposes of this study, we have classified these statutory “needed housing
types” as follows:

e Detached Housing Types (both conventional or manufactured dwellings):
e Small-lot single-family (5,000 square feet or less per lot)'; and
e Large-lot single-family (more than 5,000 square feet per lot);
e Attached Housing Types:
e Attached single family housing (common wall row houses on individual
lots);
e Duplexes and secondary dwelling units (where'there are two houses on
a lot); and

e Multifamily (including three or more units.ona lot in the form of
apartments, condominiums, and manufactured dwelling parks).?°

FINANCIALLY ATTAINABLE HOUSING TYPES AND
DENSITIES

Tables ES-2 and ES-3 from the HNA report (Tables 6-2 and 6-3)
compare household incomes ranges with the types of housing that
would be typically affordable for each range. We considered two
economic profiles - Lake Oswego households and Metropolitan region
households. Table ES-2 considers Lake Oswego household income
ranges, while Table ES-3 considers regional Metropolitan Statistical
Area (MSA)income ranges.?! Lake Oswego household incomes are
considerably higher than regional household incomes, and therefore the
two tables reach different conclusions regarding financially-attainable
housing products.

19 Where to draw the line between large and small lot single family is a matter of judgment. We have
used 4,000 to 5,000 square feet in other jurisdictions and this distinction has been approved by the
Land Conservation and Development Commission.

20 Multiple-family housing also includes assisted living facilities with separate living quarters
(including a bathroom and kitchen) that have direct access from outside the building or through a
common hall.

21 Table 6-3 is more relevant to Goal 10 (Housing), which requires that each jurisdiction provide
housing opportunities “commensurate with the incomes of Oregon households.”
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As indicated in Table ES-2, 62% of Lake Oswego households are in
the “high” and “upper middle” income ranges, and 16% of Lake
Oswego’s households are in the “lower middle” income category. The
“lower middle” category often includes working families and young
professionals - a category targeted by the Lake Oswego Affordable
Housing Task Force in 2005. This category could also include senior
citizens on fixed incomes. Housing types that are affordable to this
group include homeownership and rental units: small lot detached and
attached single-family; duplexes and secondary dwelling units; and
multifamily dwellings.

As shown in Table ES-3, a smaller proportion.of MSA households
are in the “high” and “upper middle” income categories (48%), and a
larger proportion is in the “lower middle” (20%) income category. The
lower and upper middle income categories include households with
young professionals that may work in.Lake Oswego, but cannot afford
to purchase a quality home in the community. Providing
homeownership opportunities for these income groups means zoning
to allow for more small-lot detached and attached single-family
(rowhomes) - as well as multifamily condominiums.

Table ES-2: Financially-Attainable Housing, Lake Oswego Income 2006-

2008
Financially Attainable Products

Market Segment by Income  Number of Percent of

Income range  Households Households Owner-occupied Renter-occupied
High (120% or more of $91,500 or All housing types; All housing types;

1423 45% . . . .

MF1) more higher prices higher prices
Upper Middle (80%- $61,000 to 543 17% All housing types; All housing types;
120% of MFI) $91,510 lower values lower values

Single-family
attached; detached;
manufactured on lots;
apartments; small lot
single-family; SDUs;
"cottage" or
"courtyard" housing
Apartments;
manufactured in
parks; duplexes;
371 12% Manufactured in parks small lot single-
family; SDUs;
"cottage" or
"courtyard" housing
Apartments; new and
297 9% None used government
assisted housing

Manufactured on lots;
single-family
Lower Middle (50%- $38,130 to 498 16% attached; quplexes;
80% of MFI $61,000 small lot single-
family;"cottage" or
"courtyard" housing

Low (30%-50% or less $22,880 to
of MFI) $38,130

Very Low (Less than Less than
30% of MFI) $22,880

Source: US Census; Winterbrook Planning; ECONorthwest
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Table ES-3: Financially-Attainable Housing, MSA Income 2006-2008

Financially Attainable Products

Market Segment by Income  Number of Percent of
Income range  Households Households Owner-occupied Renter-occupied
High (120% or more of $91,500 or All housing types; All housing types;
867 28% . . . .
MFI) more higher prices higher prices
Upper Middle (80%- $61,000 to 616 20% All housing types; All housing types;
120% of MFI) $91,510 lower values lower values
Manufactured on lots; Single-family
single-family attached; detached;
Lower Middle (50%- $38,130 to , attached; (.1uplexes; manufacturc.ed on lots;
80% of MFI $61.000 621 20% small lot single- apartments; small lot
’ family; SDUs; single-family; SDUs;
"cottage" or "cottage" or
"courtyard" housing  "courtyard" housing
Apartments;
manufactured in
0/, 509 parks; duplexes;
Low (30%-50% orless  $22,880 to 491 16% Manufactured in parks small lot single-
of MFI) $38,130 .
family; SDUs;
"cottage" or

"courtyard" housing

Apartments; new and
536 17% None used government

assisted housing

Very Low (Less than Less than
30% of MFI) $22,880

Source: US Census; Winterbrook Planning; ECONorthwest

HOUSING NEED PROJECTION BY TYPE AND
DENSITY

Table ES-4 (Table 6-4 of the HNA report) includes a projection of
housing need by type and density for Lake Oswego USB during the 20-
year planning period. Please see Chapter 6 for a more detailed
description of this projection and the analysis that supports it.

This projection is based on a population of 50,000 and approximately
3,146 new dwelling units. To meet identified housing needs, we project
that 60% of Lake Oswego’s future housing will be attached dwellings
and that the remaining 40% will be detached single family dwellings.

While we believe this housing mix and density projection follows
logically from the data presented, slight shifts in the percentage
allocations in Table ES-4 could be made without jeopardizing the City’s
ability to meet identified housing needs. For example, the City could
decide to rely somewhat more on upzoning of land in established
residential neighborhoods and less on higher density redevelopment in
designated areas.
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Table ES-4: Housing Need Projection by Type and Tenure
Owner-Occupied Renter-Occupied Total
Housing Type New DU Percent| New DU Percent| New DU Percent
Detached Large Lot SF (>5,000 sq ft) 585 29% 44 4% 629 20%
Detached Small Lot SF (<=5,000 sq ft) 566 28%[ 63 6% 629 20%
Attached SF (Rowhouses, SDUs, Zero Lot Line) 566 28%[ 63 6% 629 20%
Duplex/Accessory Dwellings 31 2% 283 25% 315 10%
Multi-Family (Apartments, Condominiums, ALF) 283 14%[ 661 59% 944 30%
Total 2,031 100% 1,114 100% 3,146 100%

Source: Winterbrook Planning

As shown in Table ES-5 below, if buildable land is redesignated to
achieve this mix of higher density housing under clear and objective
standards, then the City can achieve the 10 dwelling unit per NBA
standard within the Lake Oswego USB. Table ES-5 shows one possible
scenario to achieving the Division 007 density standard; clearly, there
are many policy options that would allow the City to achieve the same
result.

For example, in the case of detached small lot single family, the City
would need to rezone some 70 net buildable acres to allow this needed
housing type on an average lot size of 4,840 square feet in order to meet
the 20% projection in Table ES-4.

Table ES-5: Housing Need Projection by Type and Density

Housing Type NewDU DU/NBA SqFt/DU ReqNBA
Detached Large Lot SF (>5,000 sq ft) 629 5.0 8,712 126
Detached Small Lot SF (<=5,000 sq ft) 629 9.0 4,840 70
Attached SF (Rowhouses, Zero Lot Line) 629 14.0 3,111 45
Duplex/SDUs 315 8.0 5,445 39
Multi-Family (Apartments, Condominiums, ALF) 944 30.0 1,452 31
Total 3,146 10.1 4,313 311

Source: Winterbrook Planning
Note that NBA =net buildable acre.

This projection is designed to meet the needs of specific household
groups - including Lake Oswego’s senior citizens (who currently live in
the community but may want to downsize) and younger families with
children (who work in the community but may not be able to afford
living in Lake Oswego). This projection increases reliance on more
affordable small lot detached and attached, duplex, SDU and
multifamily housing - with a corresponding decreased reliance on new,
large lot single-family units.

The key point to remember is that the housing need projection is
designed to let the housing market work. The HNA is used to zone
land under clear and objective standards to provide choice and
opportunity for housing consumers. The projection does not require
cities to ensure that projected housing types are actually constructed.
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LocAL OPTIONS FOR MEETING LAKE OSWEGOQO’S
HOUSING NEEDS

The relatively low rate of population growth can be explained in part by
the fact that substantial unincorporated USB areas have not be annexed and
provided with City services.?? Another and related explanation may be that
Lake Oswego’s residential and mixed use zones and development
standards do not encourage efficient infill and redevelopment opportunities.

With more than three-quarters of remaining buildable land supply in
large-lot R-7.5, R-10 and R-15 zones, and lacking clear and objective
standards that encourage relatively affordable low density residential
housing types (small-lot detached and attached single-family, duplex, and
secondary dwelling units), it is unlikely that trends towards increased
housing costs in Lake Oswego will be abated.

PoLicY CHOICES TO ADDRESS IDENTIFIED
HOUSING NEEDS

As discussed in Chapter. 7 of the HNA report, Lake Oswego has a
number of policy options for meeting identified housing needs and
thereby complying with the Metropolitan Housing Rule.

To meet local housing needs and Division 007 rule requirements, we
recommend strategic policy changes - changes that will increase the
overall capacity of the USB and will alter the distribution of housing
types and densities that otherwise would have occurred. Lake Oswego
has:a range of policy options for meeting housing needs as projected in
Table ES-4 and to provide the opportunity (under clear and objective
standards) for meeting the 10 dwelling unit per NBA standard while
zoningland to encourage a range of housing types and density levels. 23

MIXED USE ZONES

The Lake Oswego Comprehensive Plans relies heavily on mixed use
zones in Town Centers and along transportation corridors to

22 Other factors, of course, include exceptionally high land costs and the fact that there are relatively
few large, undeveloped parcels remaining in the Lake Oswego USB. However, these facts were well-
known in 1979 when the comprehensive plan projected a population of 54,000 by 2000 in the USB.

2 As noted above, the density and mix standard must both be met in order to comply with Division
007. Allowing common wall units on on low density residential lots does little to encourage
financially attainable housing in Lake Oswego, because the chances of the market responding to this
measure is extremely small.
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accommodate future housing. However, these zones have discretionary
review standards that create an uncertain investment environment.
Chapter 7 of the HNA recommends consideration of the following
changes:

Mixed Use Zones - to decrease uncertainty and comply with Division
007 standard, consider:

1. Amending mixed-use zones in town centers and along transit
corridors to encourage redevelopment with medium density
attached, higher density attached and multifamily housing under
clear and objective review standards.

2. Reviewing development standards to ensure that they do not
impede residential investment in town centers and along transit
corridors.

Low AND MEDIUM DENSITY RESIDENTIAL ZONES

Most of Lake Oswego’s buildable land supply is located in low
density residential zones with relatively large minimum lot sizes and
limited provision for attached housing options. The medium density
residential zones have very little buildable land. Chapter 7 of the HNA
recommends consideration of the following changes:

Low and Medium Density Residential Zones - to increase the
efficiency of development in these zoning categories, consider:

1. Re-designating some low density residential areas, with substantial
amounts of partially developed land near transit corridors and town
centers, toomedium density residential zones (such as R-5, R-3 or R-
2)Adopting a new R-4 small lot single-family zone, to be used in
combination with courtyard infill development standards in
partially developed areas as shown in Appendix E.

2. "Amending use standards in low and medium density residential
zones to allow for more efficient infill development by encouraging
(under clear and objective standards):

a. Duplexes on corner lots in low density residential zones;

b. Courtyard infill development in low and medium density
residential zones near transit corridors and town centers (small-
lot single-family organized around an internal courtyard as
illustrated in Appendix E);

c. Cottage development (small, single-family detached dwellings
developed as condominiums in medium density residential
zones);
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d. Secondary dwelling units in all low density residential zones.

3. Amending development standards in low and medium density
residential zones (access, open space, lot dimensions, setbacks,
height, tree preservation, and parking) to encourage more efficient
residential development. 24

4. Adopting density averaging standards that would allow retention of
larger (than the minimum allowed) lots for existing homes, while
encouraging smaller infill lots, so long as the average lot size is not
less than the minimum allowed in the zone.?>

HIGH DENSITY RESIDENTIAL ZONE

On its face, the R-0 looks like an urban high density residential zone. However,
development and design review standards effectively limit permissible densities in this
zone to 32 units per acre — assuming a one-bedroom.apartment or condominium.

High Density Residential Zone - to create a more urban zone, consider
amending the R-0 zone and development standards related to parking,
open space and building height to allow for substantially higher
densities under clear and objective standards - especially in the areas
east of State Street.

1. Density and Height: consider increasing allowable densities and
heights along the lines of Portland’s R-1 zone, which allows 43 units
per acre.

2. Parking: consider reducing parking requirements in the R-0 zone by
half (now 1.5 per 2’ bedroom apt; 1.25 per 1 bedroom apt; and 1.0 per
studio apartment).

3. Landscaping: 20% landscaping on net buildable land makes it difficult
to achieve urban densities; consider making allowances for meeting
landscaping requirements on unbuildable (sensitive) land. Lot
Coverage: the 40% lot coverage maximum makes structured parking
that’s not beneath a building very difficult.

24 The City Council recently reduced open space requirements for development with less than two
acres. This is an example of the kind of changes needed to encourage efficient infill development.
See LOC 50.46 which states that you the 20% open space requirement only applies to sites of 75,000
square feet or more in size. (Sites that are less than 75,000 square feet only have to provide open
space in areas identified as natural resource areas under LOC 50.17 or mapped trails. See LOC
50.46.010 (1).

% For example, in the R-7.5 zone, two 5,000 square foot infill lots could be allowed through the land
division process if 12,500 square feet were retained for the existing house.
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4. Floor Area Ratio: the 1.4:1 building FAR may need to be adjusted to
allow taller buildings or independent parking structures; consider
increasing the FAR standard to allow higher densities.

5. Buffer Standards: the R-O zone includes subjective buffering
requirements in downtown area; consider removing or objectifying
and limiting these standards.

CONCLUSION

To meet the housing needs projections in Table ES-4 (Table 6-4 in the main document),
these or similar revisions to Lake Oswego’s residential and mixed use zones — and the
standards that implement them — would need to be made.

The Metropolitan Housing Rule requires that Lake Qswego zone buildable land within the
USB — under clear and objective standards —to.increase density from 5.5 to 10 dwelling
units per net buildable acre. This change can be achieved through a combination of
increased densities in town centers and transit corridors — and by encouraging infill in
undeveloped low density residential areas within the USB.

These changes would result in increased efficiency of land use, thereby decreasing the
need to expand the regional UGB. Finally, making the suggested changes would result in
reduced housing costs — as well as continued compliance with Title 1 and compliance with
the Metropolitan Housing Rule.
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Chapter 1 |ntrOdUCtIOﬂ

1.1 PURPOSE

This report is provides guidance to the City of Lake Oswego regarding
the provision of housing opportunities as required by Statewide Planning
Goal 10 (Housing). This report includes a housing needs analysis (HNA)
and buildable lands inventory (BLI) for the area within the Lake Oswego
urban service boundary (USB).

The HNA assumes that Lake Oswego’s USB population will increase
from approximately 43,000 in 2010 to approximately 50,000 in 2030. After
comparing household incomes with housing costs, the HNA suggests
housing types and densities necessary.to meet Goal 10 (Housing) as
interpreted by the Metropolitan Housing Rule (OAR 660 Division 007).
This report also considers Lake Oswego’s capacity to meet Metro
Functional Plan Title 1 requirements.

Finally, this reportidentifies policy options and a recommends a
strategy for providing affordable housing opportunities for existing and
future Lake Oswego residents.

1.2 ORGANIZATION OF THIS REPORT

This report is organized as follows:

In Chapter 2, we describe Lake Oswego’s unique physical and policy
context, with the intent of maximizing local policy choices when complying
with state and regional housing requirements.

In Chapter 3, we describe the state and regional regulatory framework
for residential planning in Lake Oswego - Goal 10 (Housing), the
Metropolitan Housing Rule (Division 007) and Title 1 of the Metro
Functional Plan.

In Chapter 4, we consider state, regional, county and local demographic
trends related to housing costs and income that are essential for identifying
housing needs in Lake Oswego.
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In Chapter 5, we examine Lake Oswego’s compliance with Title 1 and
capacity to meet state and regional housing requirements within the Urban
Service Boundary.

In Chapter 6, we present the Lake Oswego Housing Needs Analysis,
building on the analyses found in Chapters 2-5. This analysis identifies the
number, type and density of housing that will be needed through the 2030
planning period.

Finally, in Chapter 7, we recommend a strategy for meeting identified
housing needs consistent with Statewide Planning Goal 10 (Housing) and
local housing objectives.

1.3 A BRIEF PLANNING HISTORY

This is the first local “housing needs analysis”.that Lake Oswego has
conducted since the early 1980s. At that time, Lake Oswego was a rapidly
growing community with a substantial vacant land supply within its urban
service boundary (USB).26 The City’s population in 1980 was 22,630. The
Mountain Park PUD was going through the review and approval process.
The issue then was how to plan for more than a doubling of the City’s
population over the next.20 years — to reach a projected USB population of
50,000.27

In 1984, the Land Conservation and Development Commission (LCDC)
acknowledged the Lake Oswego Comprehensive Plan as complying with
Statewide Planning Goal 10 (Housing) and the Metropolitan Housing Rule
(OAR Chapter 660, Division 007). The Metropolitan Housing Rule
(Appendix H) required Lake Oswego to designate buildable residential
land toprovide the opportunity for new housing construction under clear
and objective review standards: (a) at 10 units per net buildable acre (or an
average density of one dwelling unit per 4,356 square feet) or greater; and
(b) with at least 50% “attached” housing.

26 The USB includes the area within the Lake Oswego City Limits plus the unincorporated area
where Lake Oswego is planning to extend urban services. According to the Lake Oswego
Comprehensive Plan (1984): “The boundary defines the limits of the city’s future growth area until
approximately the year 2000, by which time the area is anticipated to have reached full development
of buildable vacant properties.”

27 The 1979 Lake Oswego Comprehensive Plan projected a population of 54,000 for the USB (p.73).
The 1984 Lake Oswego Comprehensive Plan, Residential Land Use Policy Element, page 73: “A
population of approximately 50,000 people can be accommodated within the Urban Service Area,
while maintaining the planned capacities of public facilities and environmental quality.”
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Lake Oswego made a number of changes to the plan to achieve Goal 10
compliance following an appeal by 1000 Friends of Oregon and review by
the Land Conservation and Development Commission (LCDC) from 1981-
83.28 At the time of acknowledgment, City zoning allowed for 10.2
dwelling units per net buildable acre within the USB under clear and
objective review standards.?’

In 1990 (and noted in the 1994 Comprehensive Plan), Metro estimated
that the Lake Oswego USB had 14,300 housing units. According to Metro
projections at that time, the Lake Oswego USB would reach a population of
49,000 by 2010.

In 1996, Metro adopted Title 1, Requirements for Housing and
Employment Accommodation, of the Metro Functional Plan. In 1998,
Metro found that Lake Oswego could reasonably achieve its Year 2017 Title
1 capacity target of 4,049 new dwelling units within the Lake Oswego
Urban Service Boundary (USB). In 2002, Metro.correspondence with Lake
Oswego indicated continued compliance with Title 1.

Lake Oswego’s comprehensive plan.and land use regulations have been
amended several times since their acknowledgment by LCDC in 1984. Lake
Oswego has also adopted specific area plans for certain areas. Notably,
new design review criteria and sensitive lands standards have been
adopted that affect both the buildable land supply and compliance with
Division 007.30

1.4 THE HOUSING QUESTION IN 2009

Some 30 years after conducting its original Goal 10 analysis, Lake
Oswegoisa largely developed community with a population of about
37,000 within its City Limits, and approximately 43,000 within its USB.
Although population growth has been less rapid than expected, there is
relatively little (approximately 77 acres) vacant buildable land left within
the USB.

28 See 1000 Friends of Oregon v. City of Lake Oswego (LCDC No. 78-024, January 1981).
29 Lake Oswego Comprehensive Plan (1994), Goal 10: Housing, page 10-1.

30 To our knowledge, there has not been a comprehensive review of these amendments to consider
their cumulative impact on housing costs or their compliance with OAR 660-007-0015 requirements
for clarity and objectivity. Metro’s December 2009 housing needs analysis does not consider
compliance with the Metro Housing Rule or ORS 197.307. It is beyond the scope of this report to
analyze code amendments over the last 25 years.
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The Lake Oswego Comprehensive Plan (1994) makes it clear that UGB
amendments should be “minimized” to achieve a “compact urban form” by
focusing high density residential growth close to town centers, main streets,
and transit corridors.3! However, as shown in Appendix B, almost all the
remaining vacant buildable land is located in “inner neighborhoods” - that
is, in low density residential areas. Absent expansion of the regional Urban
Growth Boundary (UGB), it is clear that most of the community’s future
residential growth will be accommodated through the infill and
redevelopment3? process.

From a Goal 10 (Housing) perspective, From a Goal 10 (Housing)
the question is how can Lake Oswego perspective, the question is
provide for affordable housing how can Lake Oswego
opportunities through the infill and provide for affordable housing
redevelopment process? In 2005, the opportunities through the
Housing Affordability Task Force infill and redevelopment
considered this question and developed a process?
series of recommendations to increase
housing affordability.

These and other local strategies are considered in Chapter 2 and serve
(along with state and regional requirements described in Chapter 3, the
demographic analysisin Chapter 4, and the capacity analysis in Chapter 5)
as the basis for identifying housing needs by type and density range in
Chapter 6.

In Chapter 7, we conclude that Lake Oswego may need to re-evaluate its
existing planning and regulatory framework to provide more affordable
housing epportunities and to comply with LCDC Goal 10 and Division 007
requirements.

31 Lake Oswego Comprehensive Plan (1994), Goal 14: Urbanization, page 14-6.

32 According to the Infill and Redevelopment Code Handbook (DLCD, 1999), “Infill” is development of
vacant or remnant lands passed over by previous development in urban areas. “Redevelopment” is
the act or process of redeveloping; esp : renovation of a blighted area. Replacement, remodeling, or
reuse of existing structures to accommodate new development.

Page 4 April 2010  Winterbrook / ECONorthwest Lake Oswego Housing Needs Analysis



Preliminary Housing Needs Analysis - Not Adopted by the City of Lake Oswego

chapter2  Lake Oswego Context

As the Oregon statewide planning program has matured, a few cities
have begun to make the case that an increasing percentage of their expected
residential growth can be accommodated on land that already has
development on it. In other words, they argue that the density of housing
on developed parcels will increase through infill and redevelopment. Since
that argument means that urban land is being used “more efficiently” and
that the UGB will require less expansion (other things being) equal, the
Metro Council and LCDC (and their respective staff) have generally
supported this position.

Lake Oswego has characteristics that make infill and redevelopment the
best — perhaps the only —way to accommodate planned growth.

1. Regional Urban Growth Boundary. Most cities in Oregon have their
own urban growth boundaries. But Lake Oswego is inside the
Portland Regional UGB which is established, monitored, and
amended by Metro. That situation creates some procedural
differences for Lake Oswego’s Goal 10 work when compared with
jurisdictions outside'the Metro Boundary.

2. The Metropolitan Housing Rule. OAR Chapter 660, Division 007
includes minimum:residential density and mix standards. For
example, Lake Oswego’s housing need is equal to a 50:50 mix of
single-family detached to all types of attached housing, allowed
under clear and objective standards at a density of at least 10
dwelling units per net buildable acre. (See Appendix H.)
Nevertheless, there are local policy reasons for Lake Oswego to
develop.its own housing needs analysis within the broad parameters
established by the administrative rule.

3. Limited options for UGB expansion. Independent of who
establishes and administers the UGB, there are few options in Lake
Oswego for expanding it. On the west the City is constrained by I-5
and incorporated limits of Tualatin and Tigard; on the east by the
Willamette River; on the north by Tryon Creek State Park and
residential development in Multnomah County. South is the only
direction for UGB expansion: the southern boundary of Lake
Oswego is co-linear with the regional UGB and on a ridge that
separates urban Lake Oswego from rural Clackamas County
(Stafford). The procedural, fiscal, and political impacts of expansion
to the area make it unlikely and probably undesirable for the City.

4. Well-established development patterns and constraints inside the
City Limits. The areas for residential growth identified in the City’s
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updated 1994 Comprehensive Plan have not changed in the
subsequent 15 years. Residential growth is constrained by (a) the
boundaries of other jurisdictions; (b) I-5; (c) the Willamette River and
the steep slopes along the river; (d) Marylhurst University, which
occupies most of the flat land at the southeast of the city; (e) the lake
itself; (f) the ridge south of the lake, which is a physical barrier to
infrastructure expansion and further development south of the city
limits and UGB into the Stafford area.

5. Limited vacant land inside the USB. The City’s Buildable Land
Inventory (2009) shows that it is mainly developed. There are about
77 vacant net buildable acres (NBA)33 of residential land inside Lake
Oswego’s USB. Moreover, Lake Oswego’s developed residential
areas are located in well established and,in most cases, high-value
residential neighborhoods. There is little likelihood that higher
density development would be allowed to move into established
residential neighborhoods.

Thus, as is clear from the Urbanization element of the comprehensive
plan, the City intends to work withithe lands it has. After accounting for
development on existing vacant residential land, Lake Oswego has three
basic options (or a combination of these options) for meeting local housing
policies in the context of regional and state obligations; the City can
facilitate:

1. Infill and redevelopment in existing Low and Medium Density
residential neighborhoods.

2. Redevelopment in Town Centers and along major transportation
corridors.

3. Re-designation of low density residential areas and non-
residential areas to allow higher density residential
redevelopment.

The remainder of this chapter focuses on comprehensive plan goals and
policies, zoning districts, and studies that provide a local policy context for
preparing the Lake Oswego HNA and recommending strategies for
meeting state and regional housing obligations.

3 Per OAR 660-007-005 definitions: “A “Net Buildable Acre” consists of 43,560 square feet of
residentially designated buildable land, after excluding present and future rights-of-way, restricted
hazard areas, public open spaces and restricted resource protection areas.”
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2.1 LAKE OSWEGO PoLicYy CONTEXT

In this section, we review the local policy context that will help identify
needed housing types and densities within the Lake Oswego USB. To do
this, we examined the following documents:

e The Lake Oswego Comprehensive Plan (1994)
o The Affordable Housing Task Force Final Report (2005)
e Lake Oswego Aspirations (2009)

e Local Development Expert Interview Results (2009)

2.1.1 LAKE OSWEGO COMPREHENSIVE PLAN
(1994)

The Goal 10: Housing Chapter of the Lake Oswego Comprehensive Plan
identifies key issues and includes adopted goals, policies and action items.
Most of these housing policies and action items address residential design
and neighborhood compatibility issues. Our focus in this section is on
goals, policies and action items that help determine housing needs in Lake
Oswego.

Housing Goal

e Provide the opportunity for a variety of housing types in locations
and environments to provide an adequate supply of safe, sanitary,
energy efficient housing at price and rent levels appropriate to the
varied financial capabilities of present and future residents;

e Protect the character of existing neighborhoods; and,

e Provide for needed housing while protecting environmentally
sensitive areas, using land and public facilities as efficiently as
possible, and facilitating greater use of alternative transportation
modes.

Comprehensive Plan Housing Policies

Policies 8, 11 and 14-18 address housing affordability issues and help to
determine how and where affordable housing opportunities should be
provided.

8. Link housing density and location to reduce automobile travel by
locating high density residential (R-0, R-2 and R-3) and mixed use
developments within walking distance of bus lines or transit centers, and
preferably clustered so as to avoid strip development.
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11. Place higher density residential, employment and shopping
opportunities and public facilities, such as transit and parks, within close
proximity where feasible.

14. Provide a wide range of housing types to meet the needs of various
lifestyles and family types.

15. Provide low to moderate cost housing opportunities to meet Lake
Oswego’s fair share of local and regional housing needs including single
family, multifamily, manufactured housing, special use housing and
residential care facilities.

16. Assure equal access to housing for all.

17. Support public and private actions which increase housing choices
and reduce housing construction costs.

18. Actively participate with Metro and Clackamas County in
formulating and carrying out the Comprehensive Housing Affordability
Strategy.

19. Allow special use housing for elderly, including frail elderly,
persons with medical disabilities, disabled families and other special needs
populations identified in the Clackamas County Comprehensive Housing
Affordability Strategy, in-all zones in proportion to the local share of
regional need.

20. Maintain a cooperation agreement with Clackamas County
authorizing provision of rent supplement assistance within the City and
enter into agreements with the County Housing Authority to control rents
in assisted units, if opportunities arise.

In conclusion, the City’s housing policies, taken together, commit the

City to providing for a variety of housing types, with higher density
housing concentrated within walking distance of transit facilities and
employment centers. These policies also commit the City to:

e meeting its “fair share” of low- to moderate- cost housing
including single family, multifamily, manufacturing housing and
special use housing;

e supporting “private and public actions which increase housing
choices and reduce housing construction costs;” and
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e participating with Metro and Clackamas County in carrying out
the “Comprehensive Housing Affordability Strategy.”34

Housing Action Items

The Comprehensive Plan also includes a series of “action items”3> to
carry out adopted housing policies. These include:

xiv. Allow secondary (accessory) dwelling units to provide
opportunities for affordable rental units, offset housing costs for the
primary unit or act as transitional housing without changing the character
and quality of single family areas.

xxi. Establish an agreement with Clackamas County to allow the
development of federally assisted low-to-moderate cost housing units.

xvii.  Encourage Clackamas County to utilize federally funded
Community Development Block Grants for provision of housing
assistance and housing rehabilitation for whichiindividual Lake Oswego
residents could be eligible.

xxii.  Encourage home accupations.and develop regulations
requiring home occupations.to be compatible with the character of
residential neighborhoods.

In summary, the City should allow secondary dwelling units and
encourage home occupations - subject to neighborhood compatibility
standards - to help off-set high housing costs in Lake Oswego.

2.1.2 LAKE OSWEGO’S RESIDENTIAL PLAN
DESIGNATIONS

Throughout this report, we refer to Lake Oswego’s residential plan
designations and implementing zoning, which are described in the Goal 10:
Housing chapter of the 1994 Comprehensive Plan.

From the point of view of the Metropolitan Housing Rule, the following
classification of zones may be useful:3¢

3¢ The Comprehensive Housing Affordability Strategy (CHAS) was a HUD program in the early
1990s. The CHAS is no longer used, and has been replaced with a consolidated housing and
community development plan.

3% These statements are suggestions to future City decision-makers as ways to implement the goals
and policies. The listing of recommended action measures in the plan does not obligate the City to
accomplish them. Neither do recommended action measures impose obligations on applicants who
request amendments or changes to the Comprehensive Plan.
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Low Density Residential (2.3 - 5.8 du/ NBA) - allows detached and
“zero lot line” single family housing outright and includes the R-15,
R-10 and R-7.5 zones. The minimum density in these zones is 2.3,
3.5 and 4.6 dwelling units per net buildable acre (du/NBA),
respectively.

Medium Low Density Residential (7.3 - 8.7 du/ NBA) - allows
detached and attached housing types outright and includes the R-6
and R-5 zones. The minimum density in these zones is 5.8 and 7.0
du/NBA, respectively.

Medium Density Residential (12 - 28 du/ NBA) - allows detached
and attached housing types outright and includes the R-3, R-2.5%7
and R-2 zones. The R-3 zone requires a minimum of 3,375 square

feet per unit. The minimum density for these zones is 10.3, 17.4 and
12 du/NBA, respectively.

Medium High Density Residential (20 - 34 du/ NBA) - allows
attached housing types outright and includes the R-0 zone.38

High Density Residential (30 - 43 du / NBA) - Lake Oswego does
not have a truly urban high density residential zone such as the R-1
zone in Portland - which allows 42 dwelling units per net buildable
acre with minimal parking requirements

3 The zone description generally refers to the minimum lot size for the zone. All zones have
minimum and maximum densities; however, the minimum density requirements do not apply to the
division of land through the partitioning process (three or fewer lots in a calendar year). For
example, the R-15 zone has a minimum lot size of 15,000 square feet (just over a third of an acre). As
used in the summary description below, “du / NBA” means “dwelling units per net buildable acre”.

37 The R-2.5 zone was adopted as part of the Westlake Grove Design District by Ordinance 2188 in
1999. The Comp Plan text has not been amended to reflect his.

38 The R-0 does not have a specific density range; however, this range is based on a review of floor
area, parking, height, setback and open space requirements. (See Appendix B, Lake Oswego
Buildable Lands Inventory and Methodology.)
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2.2 LAKE OSWEGO HOUSING DOCUMENTS

The following studies do not represent adopted policy - but they do
focus directly on policy options for meeting Lake Oswego’s housing
obligations under Statewide Planning Goal 10 and Metro Title 1.

2.2.1 AFFORDABLE HOUSING TASK FORCE
RECOMMENDATIONS

The Affordable Housing Task Force (AHTF) Final Report - July 2005
gave the following “Priority Recommendations”:

A. Preserving Existing Affordable Housing

1. Work towards a goal of “no net loss” of existing affordable housing and
explore incentives to preserve the community’s existing stock of affordable
housing.

a. Consider imposing a “tear-down fee” for housing that is razed, unless it is
found to be uninhabitable.

b. If affordable housing units cannot be retained, find ways to assure that
displaced tenants with modestiincomes are able to find equivalent housing
in the community.

c. Consider conditioning the conversion of rental housing to unit ownership
on the availability of adequate replacement units for those tenants.

d. Consider.the same sort of dislocation/relocation program for the tenants of
any affordable housing that is torn down or converted in a way that makes
it no longer affordable to the tenant.

Note that the City does not yet have a complete baseline of information about all of
the affordable units that exist within the community. Such information will need to
be retained and regularly updated if the City is to implement this sort of policy.

B. Developing'New Affordable Housing

1. ~Support local efforts to establish employer-assisted housing to accommodate
people who are employed in the community. A growing number of employers
are realizing that assisting their employees to secure good quality, affordable
housing near the workplace is good for business and good for the community.

2. Replace the current discretionary process in the review of secondary dwelling
units (SDUs) with a set of ministerial (clear and objective) standards that
address neighborhood differences.

a. The only discretion in the current system really has to do with assuring the
privacy of neighboring properties and that could be addressed through clear
and objective standards.
b. The current discretionary process unnecessarily discourages property
owners from applying for SDUs. When the Code standards for SDUs are met,
these units often go unnoticed in existing neighborhoods.
Note the need for housing units to accommodate one or two-person households.
Also note the language of the Comprehensive Plan which supports the creation of
SDUEs.
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C. Organizing Effective Partnerships & Increasing Public Awareness

1. Work with and support the efforts of community development corporations
or other non-profit housing providers.

a. The Clackamas County Housing Authority, Northwest Housing
Alternatives, Clackamas Community Land Trust, Lake Oswego
Transitional Shelter Ministry, Innovative Housing, Inc., and Habitat for
Humanity are among the organizations providing these services in our
area.

b. Form partnerships with schools, service groups, or other organizations that
may share an interest in affordable housing and the people it serves.

c. Alocal foundation could be created, using the assistance of these groups.

d. We can also seek the assistance of service clubs:They often have time,
money, and expertise that can be used -- especially with.such things as
self-help housing, or housing rehabilitation programs.

D. Financing Affordable Housing Initiatives

1. Establish an affordable housing trust fund that could be used to create,
preserve, or maintain affordable housing in the community. Consider all
possible sources of money that might contribute to the fund.

E. Developing Housing Policies/Administering Housing Programs

1. Implement the City’s existing Comprehensive Plan policies to support a wide
range of housing options.

a. This includes a creative approach to both the types of housing and the
manner of ownership.

b. .Complete athorough review of all Community Development Code
standards to determine whether they unnecessarily limit or preclude the
provision of affordable housing.

c.< Having a more user-friendly Code would be of benefit to the providers of
affordable housing and to the community overall while helping to
implement the Comprehensive Plan.

d.. Maintain a commitment to periodically review and update both the
Comprehensive Plan and Community Development Code, even if the State
no longer requires such reviews.

2. Inimplementing the Comprehensive Plan, assure that the differences from
one local neighborhood to another are addressed in the process. Given the
diversity of Lake Oswego neighborhoods, a “one-size-fits-all” approach is not
likely to be successful.

3. Establish through the Lake Oswego Redevelopment Agency (LORA) a
minimum percentage of affordable units in all developments that
receive the assistance of LORA.

Note that the Portland Development Commission has set its standards for
affordable units as high as 36% (and typically requires 20%) in its urban
renewal areas.
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4. The Affordable Housing Task Force was formed as an ad hoc group to offer
recommendations.

a. Given that the Task Force has been meeting for a year in the preparation of
this report, it is clear that an on-going housing effort is needed within the
City.

b. The Task Force has suggested that a Housing Board or Commission be
formed and that it be a broad-based community group, with adequate staff
assistance, to carry out the implementation of this report and to continue to
recommend housing policy to the City Council.

The AHTF Report reiterates the policy direction found in the
Comprehensive Plan by emphasizing the importance of secondary dwelling
units in providing for affordable and relatively low-impact housing
opportunities. The Report goes further by recommending employer-
assisted housing, review of the Community Development Code, and
reliance on urban renewal funding to help meet affordable housing
objectives. Many of the AHTF recommendations re-appear in Chapter 7,
Policy Implications and Recommended Strategy, of this report.

2.2.2 LAKE OSWEGO ASPIRATIONS

The “Lake Oswego Aspirations” (May 2009) provides additional
direction on how theCity can best meet its Metro Functional Plan (Title 1)
obligations.

Housing

The City’s aspirations include accommodating its target number of
housing units under Title 1 of the Metro 2040 Functional Plan. Lake
Oswego has been growing at a slower rate than set forth under the 2040
plan andthe City expects to meet Title 1 capacities by 2030 rather than
2017. * * * We anticipate the majority of the new units will be
accommodated in our two Town Centers and along the City’s transit
corridors™®.

In regard to shifting housing trends and affordable housing, the City
Council has adopted a 2009 Council Goal to explore more opportunities
for encouraging secondary dwelling units.

Town Center Development & Redevelopment Opportunities
Lake Oswego has high hopes for its two Town Centers: Downtown

and Lake Grove. It also has high hopes for the redevelopment of the
Foothills area and other downtown sites.

3 Highway 43, Boones Ferry Road, Kruse Way and A Avenue.
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Downtown Lake Oswego - The redevelopment in the downtown area
over the past ten years has been recognized as a model for the region. The
City’s redevelopment program has been successful in attracting
development to the downtown through street and park improvements and
development agreements that resulted in construction of a public parking
garage within a private development. The redevelopment plan anticipates
continued public/private partnerships to encourage additional mixed use
and housing projects within the downtown.

Downtown redevelopment sites include the Wizer’s, Safeway, and
Albertson’s shopping center sites. Each site has excellent potential for
mixed use development. Redevelopment is also a possibility for the
Oswego Point apartments and the riverfront office/commercial
development at Oswego Point. All of these sites are currently planned and
zoned for a more intense mix of housing and commercial use. The City’s
continued efforts to implement its downtown redevelopment plan will
further enhance the walkability and transit orientation of the downtown
area.

Lake Grove - The City also has a designated town center in the Lake
Grove area. In 2008, the City adopted the Lake Grove Village Center Plan
to guide development in the area. The plan anticipates that over the next
20 years Lake Grove will be transformed from an auto oriented
commercial strip to a pedestrian friendly mixed use center with high
density housing and supportive commercial uses. The district is close to
the major regional employment center along Kruse Way so there are
excellent opportunities to create.a center where jobs, housing, and
shopping are within easy walking distance. The plan also calls for better
pedestrian connections from the center to the adjoining neighborhoods.

The City is currently in the process of developing a refinement plan
for-Boones Ferry.Road which runs through the center of Lake Grove. The
plan will result in a roadway design and improvement project that provides
a walkable, pedestrian friendly environment with new bikeways,
intersections, plazas, and pedestrian crossings.

Foothills - The City is in the process of examining how to expand its
downtown district to include the area east of downtown between Hwy 43
and the Willamette River. This area is known as the “Foothills” area and
is well suited to accommaodate additional housing and some office
employment. Housing density in this area is dependent on a number of
factors including compliance with the State Transportation Planning Rule.
The Foothills area has excellent redevelopment potential due to its
proximity to the downtown and to the new park on the Willamette River
waterfront known as Foothills Park. Foothills is an area that is well suited
for transit oriented development given that the proposed Portland to Lake
Oswego streetcar line is immediately adjacent to the area.

The City has been actively pursuing the planning and redevelopment
of this area. The following studies were completed: 2002 — Concept Plan;
2003 — Transit station/park and ride study; 2005 — Access, capacity and
funding study; and 2008 — urban renewal feasibility study. We continue to
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work toward the redevelopment of this area and envision it as an extension
of the downtown town center. New street infrastructure and structured
parking are key features that an expanded urban renewal district may assist
with in this district.

In summary, the Lake Oswego Aspirations focus on redevelopment and
intensifying housing in town centers and corridors, and recognize the
importance of secondary dwelling units in meeting regional housing needs.
SDUs also qualify as “attached dwellings” under the Metropolitan Housing
Rule; to the extent that SDUs are permitted under clear and objective
approval standards, this housing type provides a relatively low-impact way
to meet infill targets in Low Density Residential areas.

2.3 LOCAL EXPERT INTERVIEW RESULTS

Appendix A summarizes the results of interviews with development
experts conducted in June of 2009. These are areas of common agreement
in the interviews, which most experts seemed to feel were important:

1) All experts acknowledged a current depression in the housing market,
but believed the housing market in Lake Oswego would rebound.

2) All developers believed their specialty — whether single family,
smaller scale mixed use, or high density mixed use neighborhood
developments — would be feasible in Lake Oswego.

3) All experts believed the City was mostly built out — any large scale
new development would have to come from rezoning and/or
redevelopment.

4) All experts seemed to agree that Downtown or Foothills
redevelopment was most appropriate for mixed-use and higher density
residential development (if such development was desired or required).

5) Most experts felt that single family infill was extremely difficult and
generally not cost-effective. Recent regulatory changes such as
increased setbacks, decreased height limits, and introducing building
envelope setback planes have made infill less viable than in the past.

6) Lake Oswego has an aging population that may require additional
housing options oriented toward specific aging needs — aging in place,
less yard maintenance, and possibly smaller units.

In conclusion, the experts we interviewed generally agreed with two
key aspirational statements in the Lake Oswego Aspirations document
(Section 5.13): (1) to the extent that redevelopment is desirable, it should
occur in Downtown Lake Oswego will be instrumental in meeting future
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housing needs; and (2) the City should not place too much reliance on
redevelopment in existing low-density residential areas to meet identified
housing needs.

Importantly, those interviewed generally agreed that revisions to Lake
Oswego zoning standards are necessary to achieve infill and
redevelopment objectives. We recommend a series of such changes in
Chapter 7.
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chapters  Metro Title 1 and Goal 10

3.1 TITLE 1 OF THE METRO FUNCTIONAL PLAN

Title 1 of Metro’s Urban Growth Management Functional Plan is
intended to promote efficient land use within the Metro UGB by increasing
the capacity of buildable land to accommodate future housing. The primary
tool for achieving this objective is for local governments to determine the
location of 2040 Growth Concept design types (town centers, main streets,
corridors, etc.) and incorporate these designations into adopted
comprehensive plans. Lake Oswego has done this.

Title 1 also establishes capacity targets for each local government -
based primarily on the buildable land within, and refill assumptions for,
applicable subareas. In 1998, Metro found that Lake Oswego could
reasonably achieve its Year 2017 Title 1 capacity target of 4,049 new
dwelling units within the Lake Oswego Urban Service Boundary (USB).

Metro’s capacity analysis did not consider Metropolitan Housing Rule
(Division 007) compliance issues. Thus compliance with Title 1 capacity
requirements does not guarantee compliance with Division 007 housing
density and mix standards.

3.1.1 METRO URBAN GROWTH REPORT

The Metro Urban Growth Report (December 2009) makes capacity
projections for all cities and urban counties within the regional UGB.
Appendix 7 of the Metro Urban Growth Report contains the Portland Metro
Area Housing Choice Forecasts and Subarea Profiles. Lake Oswego
forecasts are summarized on pages A7-19 and A7-20. According to the
Growth Report, the Lake Oswego subarea#? is forecast to accommodate a
total of 18,900 - 19,200 households.

Table 3-1 below shows forecast household growth from 2005-2030.
Under the “low-growth” scenario, Lake Oswego is forecast to add 2,028

40 Subareas are defined by “groupings of Census Tracts that are intended to roughly approximate
city boundaries”. However, the Lake Oswego subarea is significantly inconsistent with Lake
Oswego’s northern service area boundary, and does not include the northern half of the Mountain
Park neighborhood - an area that includes some of Lake Oswego’s higher density residential areas.
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housing units from 2010 to 2030, resulting in a total of 18,900 units. Under
the “high-growth” scenario, the Urban Growth Report forecasts Lake
Oswego to grow by 2,275 units from 2010 to 2030.

Table 3-1: Metro Household Growth Forecast, Lake Oswego Subarea

Year Low High
2005 16,400 16,400
2010 16,872 16,925
2015 17,358 17,467
2020 17,857 18,027
2025 18,371 18,604
2030 18,900 19,200

2010-2030 Growth 2,028 2,275
Source: Metro Urban Growth Report, Winterbrook Planning

3.2 THE METROPOLITAN HOUSING RULE

The focus of Statewide Planning Goal 10 is to ensure that each city
accommodates its fair share of regional housing needs.#! Goal 10 requires
that housing needs be determined by type and density for the 20-year
planning period to provide the opportunity for housing that is
“commensurate with the financial capabilities of Oregon households”.
Goal 10 also requires cities inventory buildable land and designate
sufficient buildable land meet identified needs —in residential or mixed use
zones - under clear and objective approval standards.

By statute,*? needed housing types include detached single-family
dwellings, attached single-family dwellings (i.e., rowhomes or common-
wall units onindividual lots), multiple-family housing (i.e., more than one
dwelling unit on a lot, including duplexes, apartments and
condominiums)#3, and manufactured dwellings (on individual lots or in
parks). Government-assisted housing is also defined as “needed housing”
by statute. Cities may identify more specific needed housing types based on
the HNA (e.g., secondary dwelling units, mixed use residential, assisted
living facilities, and courtyard housing).

41 See, for example, 1000 Friends of Oregon v. City of Lake Oswego (LCDC No. 78-024, January 1981).
42 See ORS 197.295 through 197.314, also known as “the needed housing statutes.”

4 Multiple-family housing also includes assisted living facilities with separate living quarters that
have direct access from outside the building or through a common hall.
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By statute and administrative rule, approval standards for needed
housing types and densities must be” clear and objective” and must not
have the effect, either individually or cumulatively, of discouraging needed
housing through unreasonable cost or delay.#

In summary, the Metropolitan Housing Rule requires Lake Oswego to
designate buildable residential land to provide the opportunity for new
housing construction under clear and objective review standards: (a) at 10
units per net buildable acre (or an average density of one dwelling unit per
4,356 square feet) or greater; and (b) with at least 50% “attached” housing.
(See Appendix H, Metropolitan Housing Rule.)

3.3 THE LAKE OSWEGO COMPREHENSIVE PLAN

The obligation to meet regional and state-housing standards is
recognized in the 1994 Lake Oswego.Comprehensive Plan:

“In the Portland metropolitan area, the role of local governments in
providing housing opportunities is governed by the requirements of
Statewide Planning Goal 10 and the “‘Metropolitan Housing Rule” (OAR-
660-007-060). This rule sets a requirement for Lake Oswego and other
Portland metropolitan communities to provide for the opportunity for a
minimum of 10 dwelling units per acre on vacant, buildable land and the
opportunity for 50%/50% mix of single family and multifamily or attached
housing. These requirements became effective in 1981 and the City has
met them since Plan acknowledgment in 1984. When the Comprehensive
Planwas acknowledged in1984 the City provided the opportunity for 10.2
dwelling units per acre on vacant, buildable land. By 1992, the
opportunity for 10.5 units per acre had been achieved.

In the future, Metro Regional Framework Plans and Functional Plans may
require Lake Oswego and other communities to provide for greater
housing densities in appropriate areas, such as the Downtown Business
District and along major transit corridors, as a means to minimize pressure
to expand the Portland Metropolitan Area Urban Growth Boundary.

Of the 5,444 housing units constructed in Lake Oswego between 1980 and
1992, 57% were single family and 43% were multifamily or attached,

4 See ORS 197.307(6):Any approval standards, special conditions and the procedures for approval adopted
by a local government shall be clear and objective and may not have the effect, either in themselves or
cumulatively, of discouraging needed housing through unreasonable cost or delay. and OAR 660-007-0015:
Clear and Objective Approval Standards Required Local approval standards, special conditions and
procedures regulating the development of needed housing must be clear and objective, and must not have the
effect, either of themselves or cumulatively, of discouraging needed housing through unreasonable cost or
delay
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representing movement toward the overall goal of a 50%/50% opportunity
for single family and multifamily units. When a jurisdiction can meet its
density and mix goals, the Housing Rule indicates that it has also satisfied
the price range and rent level criteria for needed housing as set forth in
Oregon Law.

It's important to note that satisfying the minimum standards of Division
007 may not be sufficient to meet Lake Oswego’s housing needs as
identified in this report. On the other hand, following the
recommendations in Chapters 6 and 7 of this report will help ensure
continued compliance with Title 1 (including probable updates based on
the Urban Growth Report), and compliance with Division 007.
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chapter 4 State, Regional, County and Local

Demographic Factors

4.1 STATE DEMOGRAPHIC OVERVIEW

Oregon’s 2006-2010 Consolidated Plan#> includes a detailed housing
needs analysis as well as strategies for addressing housing needs
statewide.4¢ The plan concludes that “Oregon’s changing population
demographics are having a significant impact on its housing market.” It
identified the following population and demographic trends that influence
housing need statewide. Oregon:

e s the 11t fastest growing State population in the United States;
e Faces dramatic housing cost increases;

e Has experienced reductions in real median and adjusted gross
incomes less when compared with 1999;

e Has grown faster than national rates: 4.0% v. 3.3%; and

e Isincreasingly older, diverse and less affluent.#”

4.2 STATE, REGIONAL AND COUNTY POPULATION
TRENDS

Table4=1 shows population growth trends in Oregon and the Portland
metropolitan region from 1990 to 2008. As shown on Table 4-1:

4 The State of Oregon Consolidated Plan for Housing and Community Development is a planning
requirement of the Department of Housing & Urban Development (HUD) for application and use of
three federal programs: Community Development Block Grant (CDBG); HOME Investment
Partnerships Program; Emergency Shelter Grant (ESG). The Consolidated Plan furthers the following
goals of the program it covers to: provide decent housing; establish and maintain a suitable living
environment and; expand economic opportunities for every American, particularly for low- and very
low-income persons. The Consolidated Plan is a five year planning document, consisting of the five
year plan and annual updates.

46 http:/ /www.ohcs.oregon.gov/OHCS/HRS_Consolidated_Plan_5yearplan.shtml

47 State of Oregon Consolidated Plan, 2006-2010, pg. 23.

Lake Oswego Housing Needs Analysis Winterbrook / ECONorthwest  April 2010 Page 21



Preliminary Housing Needs Analysis - Not Adopted by the City of Lake Oswego

e The Portland region is growing. The Portland region has grown
from approximately 1.4 million people in 1990 to nearly 2 million
people in 2006, an increase of more than 560,000 people over the
sixteen year period. Between 2000 and 2006, the Portland region has
grown by more than 183,000 people at an average annual rate of
1.6%.

Table 4-1: Population growth trends, Oregon and Portland region, 1990-2008

Population Change 1990 to 2008
Area 1990 2000 2008 Number Percent AAGR
U.S. 248,709,873 281,421,906  304,059,724| 55,349,851 22% 1.1%
Oregon 2,842,321 3,421,399 3,791,060 948,739  33% 1.6%
Portland Area 1,412,344 1,789,457 2,038,668 626,324  44% 2.1%
Multnomah County 583,887 660,486 717,881 133,994 23% 1.2%
Washington County 311,554 445,342 519,925 208,371 67% 2.9%
Clackamas County 278,850 338,391 376,662 97,812  35% 1.7%
Clark County 238,053 345,238 424,200 186,147 78% 3.3%

Source: Population Research Center at Portland State University. State of Washington Office of Financial
Management Population Estimates. Note: The Portland Metropolitan Area'is defined as Multnomah, Washington,
Clackamas, and Clark Counties.

e Since 1990 the focus of population growth has shifted away from
Multnomah County. Between 1990 and 2008, population increased
at an average annual rate of 1.2% in Multnomah County, compared
to an average annual rate of 2.6% in Washington, Clackamas, and
Clark Counties: These three counties grew at higher rates than
Multnomah over the period, and all but Clackamas County grew by
more than Multnomah County in absolute terms.

¢ Clackamas County grew slower than the Region. Between 1990 and
2008, Clackamas County grew by about 98,000 people at an average
rate of 1.7% annually. Population growth in Clackamas County
accounted for about 15% of all growth in the Portland area.

4.2.1 IN-MIGRATION

As noted by Portland State University’s Population Research Center,
between 1990 and 1999, almost 70% of Oregon’s total population growth
was from net migration (in-migration minus out-migration), with the
remaining 30% from natural increase (births minus deaths).48

Migrants to Oregon tend to have many characteristics in common with
existing residents, with some differences —recent in-migrants to Oregon

48 Portland State University, Population Research Center, 2000. 1990-2000 Components of Population
Change
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are, on average, younger and more educated, and are more likely to hold
professional or managerial jobs, compared to Oregon’s existing population.

The race and ethnicity of in-migrants generally mirrors Oregon’s
established pattern, with one exception: Hispanics make up more than 7%
of in-migrants but only 3% of the state’s population. The number-one
reason cited by in-migrants for coming to Oregon was family or friends,
followed by quality of life and employment.4?

Richard Bjelland, State Housing Analyst at the Housing and
Community Services Department of the State of Oregon, analyzed recent
demographic changes taking place in Oregon and discussed their
implications in a 2006 presentation “Changing Demographics: Impacts to
Oregon and the US.” Some of Bjelland’s most significant findings are
summarized below:

e Oregon’s minority population is growing quickly. Minorities made
up 9.2% of the population in 1990 and 16.5% of the population in
2000, a 52% increase.

e Hispanics and Latinos make up-alarge share of that population and
their growth rate is higher than non-Hispanics/ Latinos. The growth
rate of Oregon’s non-Hispanic/ Latino population between 1990 and
2000 was 15.3% compared to 144.3% for Hispanics and Latinos.

¢ In Oregon, Hispanic/ Latino per capita income in 2005 was only
44% of white per capita income.

e Hispanic/ Latino residents of Oregon become homeowners at
younger ages than non-Hispanic/ Latino residents. Table 4-2 shows
that more Hispanic/Latino homeowners in Oregon are under the
age of 45 compared to non Hispanic/Latino householders.

Table 4-2: Oregon homeownership distribution
by age of householder, 2007

Non
Age of Hispanic/| Hispanic/
Householder Latino Latino
Under 25 years 7% 5%
25 to 44 years 65% 33%
45 to 64 years 23% 40%
65 years and older 5% 22%

Source: American Community Survey 2007

49 State of Oregon, Employment Department. 1999. 1999 Oregon In-migration Study.

Lake Oswego Housing Needs Analysis Winterbrook / ECONorthwest  April 2010 Page 23



Preliminary Housing Needs Analysis - Not Adopted by the City of Lake Oswego

Migration is a significant component of population growth in
Clackamas County. Seventy-two percent of population growth in
Clackamas County between 2000 and 2008 was from in-migration.>® Metro
forecasts that net migration will account for 50% to 60% of regional
population growth through 2025.51

4.3 REGIONAL, COUNTY AND LOCAL
DEMOGRAPHIC CHARACTERISTICS

This section reviews selected demographic characteristics from Lake
Oswego and compares them to:

a) Tigard - a comparably-sized Metro city, also on:the I-5 corridor, in
close proximity to Lake Oswego, with the same Division 007 housing
mix and density (10 dwelling units pernet buildable acre) standards;

b) Clackamas County - The majority of Lake Oswego is within
Clackamas County. County characteristics include Metro and non-
Metro areas; and

c) Portland Metropolitan Statistical Area (MSA) - an area including
Columbia, Clark, Skamania, Washington, Multnomah, Yamhill, and
Clackamas Counties.

The information gained from demographic analysis is applied to
housing assumptionsand analysis in Sections 4-6 of this report.

4.3.1 POPULATION GROWTH RATES

Figure 4-A below shows population growth rates for Lake Oswego,
Tigard, Clackamas County and the Portland MSA.52  As shown, from
1990-2007, Lake Oswego had a much lower population growth rate than
Tigard, Clackamas County and the Portland MSA.

50 Portland State University, Population Research Center, 2006. 2006 Oregon Population Report and
contents

51 Economic Report to the Metro Council: 2000-2030 Regional Forecast, September 2002.

52 Lake Oswego’s population grew from 30,576 in 1990 to 36,698 in 2007, an increase of 20%. Tigard’s
population grew from 29,344 in 1990 to 49,609 in 2007, an increase of 69%. Clackamas County’s
population grew from 278,850 in 1990 to 380,576 in 2007, an increase of 36%. The Portland MSA's
population grew from 1,477,895 in 1990 to 2,174,631 in 2007, an increase of 47%.
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From an historical perspective, as noted in Chapter 1, the acknowledged
1984 Lake Oswego Comprehensive Plan projected that the City’s
population would reach 50,000 by the year 2000.

Figure 4-A: Comparative Growth Rates, 1990-2007
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Figure 4-B below shows population growth from 1990-2000 and 2000-
2007 as averaged annual growth rates. As shown in Figure 4-B, Lake
Oswego had the lowest growth rate in both periods. Lake Oswego’s
growth rate from 2000-2007 dropped to about 0.5%, which is less than a
third of the growth rate experienced by Tigard, Clackamas County, and
the Portland MSA during the same timeframe.
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Figure 4-B: Average Annual Population Growth Rates
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4.3.2 COMPARATIVE AGE TRENDS

Table 4-3 and Figure 4-C show population by age group in Lake
Oswego, Tigard, Clackamas County and the Portland MSA. In Lake
Oswego, the largest population group in 1990 was the 20 - 44 year old age
group - but changed to the 45 - 64 year old age group in 2007.

Table 4-3: Population by age

Age Lake Oswego Tigard Clackamas Co. Portland MSA
(Yrs) '90 '00 '07 '90 '00 ‘07 90 ‘00 '07 '90 '00 '07
<20 26%  27% 27% 26% 28% 26% 29% 29% 25% 28% 28% 27%

20-44 40% 31% 27% 46% 41% 36% 39% 34% 33% 42% 39% 36%
45-64 23% 31% 34% 16% 21% 28% 20% 26% 30% 18% 23% 27%
65+ 11% 11% 13% 11% 10% 11% 11% 11% 12% 12% 10% 10%

Source: U.S. Census

In Tigard, Clackamas County and the Portland MSA, the largest
population group has remained constant in the 20 - 44 year old age group,
with the 45 - 64 year old age group coming in second. This suggests that
people are remaining in or moving to Lake Oswego to retire. This also
presages a further increasing age trend, as fewer people in the 20-44 age
groups will result in fewer children.5® As noted in the conclusion, this has

5 Lake Oswego overall K-12 enrollment dropped 5% from 1998 to 2008. However, elementary school
(K-6) enrollment dropped by 14% - over 500 students, or more than an entire elementary school - in
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implications for the type of housing that will be needed in Lake Oswego in
the future.

Figure 4-C: Age Distribution
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Figure 4-D below, shows population by age for Lake Oswego only. As
disussed above, the largest population group in Lake Oswego in 1990 was
the 20 - 44 year old age group, changing to the 45 - 64 year old age group in
2007. The population under 20 has leveled off, and the population above 44
is rising.

the same timeframe. The average size of elementary schools in Lake Oswego is approximately 400
students.
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Figure 4-D: Population by age in Lake Oswego
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4.3.3 LATINO POPULATION TRENDS

Figure 4-E shows Hispani¢/ Latino population growth for Lake Oswego,
Tigard, Clackamas County and the Portland MSA. In Lake Oswego, the
Hispanic/Latino population increased from 1.6% of the population in 1990
to 2.3% in 2000 and then.decreased to 1.8% in 2007.

However, in Tigard, Clackamas County and the Portland MSA the
Hispanic/Latino population grew steadily from 1990 to 2007. In Tigard,
the Hispanic/Latino population increased from 2.4% of the population in
1990 to12.6% in 2007. In Clackamas County, the Hispanic/Latino
population increased from 2.5% of the population in 1990 to 6.8% in 2007.
In‘the Portland MSA, the Hispanic/Latino population increased from 3.3 %
of the population in 1990 to 10.1% in 2007. Tigard experienced the most
significant growth in Hispanic/Latinos while Lake Oswego’s
Hispanic/Latino population actually decreased.

Lake Oswego’s decrease in Hispanic/Latino population is anomalous
to national and significant statewide and regional trends, as detailed in
Sections 4-1 and 4-2. However, Hispanic/Latino characteristics identified
in Section 4-1 include being generally younger and less affluent — while at
the same time being interested in home ownership. These characteristics are
the opposite of Lake Oswego demographic trends toward an aging, affluent
population and increasingly unaffordable housing. One reason why fewer
Latinos may be living in Lake Oswego is relatively high housing costs.
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Figure 4-E: Hispanic/Latino population growth
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4.3.4 INCOME AND HOUSING COST
CHARACTERISTICS

The relationship between household income and housing costs is the
crux of Goal 10 (Housing) - which requires that cities provide the
opportunity for housing that is “commensurate with the financial
capabilities of Oregon households”. While Lake Oswego demographics
are important, Goal 10also requires that each city provide for its fair share
of regional housing need.

As shown.on Figure 4-F, Lake Oswego’s median household income has
beenand continues to be higher than Tigard, Clackamas County, and the
Portland MSA. Lake Oswego’s median income rose from $51,499 in 1990 to
$76,883 in 2007, an increase of 49%.

Tigard’s median income rose from $35,669 in 1990 to $61,331 in 2007, an
increase of 72%. Clackamas County’s median income rose from $35,419 in
1990 to $59,709 in 2007, an increase of 69%. Portland MSA’s median income
rose from $31,071 in 1990 to $55,387 in 2007, an increase of 78%.

As shown on Figure 4-F below, the median household income in Lake
Oswego rose at a slower rate than Tigard, Clackamas County, and the
Portland MSA. However, the median household income in Lake Oswego
was significantly higher than in the comparator areas and was still
approximately $15,000-$20,000 higher in 2007.
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Figure 4-F: Median household income
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Figure 4-G shows median housing values for Lake Oswego, Tigard,
Clackamas County, and the Portland MSA.

As shown in Figure 4-G, Lake Oswego’s median housing value5
started higher than the others in 1990, and increased dramatically from
2000 to 2007. Lake Oswego’s median housing value rose from $142,500 in
1990 to $507,800 in 2007 - an increase of 256 %.

Tigard’s median housing value rose from $90,400 in 1990 to $301,300 in
2007 - an increase of 233 %. Clackamas County’s median housing value rose
from $85,200.in 1990 to $310,200 in 2007 - an increase of 264 %. Portland
MSA’s median housing value rose from $72,300 in 1990 to $299,000 in 2007
- an increase of 314%. Although housing values increased dramatically in
all comparator areas, Lake Oswego’s values started from a much higher
base. Although Tigard is next to Lake Oswego and has the same Division
007 density rquirement, Lake Oswego’s average housing values are 64%
higher than Tigard’s.

54 Assessed value of owner-occupied housing units.
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Figure 4-G: Median housing value
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Figure 4-H shows median annual mortgage payments and selected
costs®® for Lake Oswego, Tigard, Clackamas County, and the Portland

MSA.
Figure 4-H: Median annual'mortgage payments and selected costs
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% Selected monthly owner costs are the sum of payments for mortgages, deeds of trust, contracts to
purchase, home equity loans; real estate taxes; fire, hazard, and flood insurance on the property;
utilities (electricity, gas, and water and sewer); and fuels (0il, coal, kerosene, wood, etc.). It also
includes monthly condominium fees and mobile home costs where appropriate.

Source: U.S. Census Bureau, 2000 Census Summary File 3
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Lake Oswego’s median annual mortgage payments and selected costs
rose from $13,752 in 1990 to $27,708 in 2007 - an increase of 101%. Tigard’s
median annual mortgage payments and selected costs rose from $9,768 in
1990 to $20,688 in 2007 - an increase of 112%. Clackamas County’s median
annual mortgage payments and selected costs rose from $9,108 in 1990 to
$20,676 in 2007 - an increase of 127%. Portland MSA’s median annual
mortgage payments and selected costs rose from $8,436 in 1990 to $19,896
in 2007 - an increase of 136%.

Lake Oswego’s median annual mortgage payments are only 35% more
than those in Tigard - much less than might be expected given the 64%
difference in housing values. One possible explanation for this difference is
that Lake Oswego’s older and more affluent population purchased their
homes when values were lower and/or had higher down-payments.

Figure 4-1 below shows the gross rent.as a percentage of household
income for Lake Oswego, Tigard, Clackamas County and the Portland
MSA. The data is divided into two categories: less than 30% of total
household income and greater than or equal to 30% of total household
income.5® As shown below, the percentage of households that expended
30% of their income or more increased significantly by the 2006-08
timeframe.

In Lake Oswego, the percentage of households that expended 30% or
more on rent increased from 36% in 1990 to 53% in 2006-08. This trend
was reflected in Tigard, Clackamas County and the Portland MSA as well.
In Tigard, the percentage of households that expended 30% or more on rent
increased from 37% in 1990 to 49% in 2006-08. In Clackamas County, this
percentage increased from 38% in 1990 to 51% in 2006-08. In the Portland
MBSA, this increased from 39% in 1990 to 51 % in 2006-08.

Lake Oswego rent-to-income ratios started lower than the rest of the
comparators in 1990, but increased to become the least affordable of the
comparator areas by 2006-08. This indicates a need to expand the supply
of rental housing.

5% As further described in Chapter 5, 30% of annual income is a HUD threshold for “affordable”
housing costs.
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Figure 4-: Gross rent as percentage of household income
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As shown on Figure 4-J, Lake Oswego’s ratio of housing value to
household income has been and continues to be higher than Tigard,
Clackamas County, and the Portland MSA. This indicates a need for more
affordable housing types and densities.

Lake Oswego’s housing value versus household income rose from 277
percentin:1990 to 660% in 2007, a difference of 383%. Tigard’s housing
value versus household income rose from 253% in 1990 to 491% in 2007, a
difference of 238%. Clackamas County’s housing value versus household
income rose from 241% in 1990 to 520% in 2007, a difference of 279%. The
Portland MSA’s housing value versus household income rose from 233% in
1990 to 540% in 2007, a difference of 307 %.

Figure 4-] also compares Lake Oswego’s median housing value with the
Portland MSA’s median household income, consistent with Goal 10’s
requirement that cities provide the opportunity for housing for existing and
future Oregon households. Lake Oswego’s median housing value
compared with the region’s median household income rose from 459% to
917% in 2007, a difference of 458%. This means that Lake Oswego housing
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values are over nine times the median annual income of households in
the region (Portland MSA).

Debt burden implied by housing value varies according to funds
available toward down payment and interest rates, but adhering to an
annual expense-to-income cap of 30% generally limits loan amounts to
about three times annual income. In other words, current Lake Oswego
housing prices are not affordable to Lake Oswego households.5” And
they are extremely unaffordable compared to regional income levels.

Figure 4-J: Housing value versus household income
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Figure 4-K shows the median annual mortgage versus median
household income for Lake Oswego, Tigard, Clackamas County and the
Portland MSA. Lake Oswego’s median annual mortgage versus median
household income rose from 27% in 1990 to 36% in 2007. Tigard median
annual mortgage versus median household income rose from 27% in 1990
to 34% in 2007. Clackamas County median annual mortgage versus median
household income rose from 26% in 1990 to 35% in 2007. Portland MSA
median annual mortgage versus median household income rose from 27%
in 1990 to 36% in 2007, a difference of 9%.

Figure 4-K also shows Lake Oswego’s median annual mortgage versus
the Portland MSA median household income, which was 44 % in 1990 and

57 Median income residents of Lake Oswego would be unlikely to be able to afford to purchase a
median value home in Lake Oswego at current price/income ratios.
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50% in 2007. Actual mortgage costs in Lake Oswego are more reasonable
than housing values would imply, but still well out of affordable range
for median regional incomes.

Figure 4-K: Median annual mortgage versus household income
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Table 4-4 provides a comparison of Lake Oswego household income
levels with an estimate of owner and rental dwelling units at “affordable”
price ranges, based. on American Community Survey (US Census) data. As
shown on Table 4-4, there are far more dwelling units in the highest price
category (10,178) than there are households with income levels that would
support ownership or rental opportunities in that price category (6,370).

Table 4-4'indicates a sufficient supply of (primarily rental) units priced
affordably for households making $35-50,000 per year. Not surprisingly,
there is a deficit of dwellings available households making less than
$25,000. Somewhat surprisingly, there is also a deficit of affordable
housing units available for households in the $50-100,000 income range
(about median income for families in Clackamas County).

This indicates an unmet need for smaller, more affordable rental units.
There is also a need for rental and homeownership opportunities for
middle income Lake Oswego households. %8

5 About 200 rental units were identified in the American Community Survey as having no cash rent,
and were not classified for an income level.
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Table 4-4:
2008 Lake Oswego Income Levels and Estimated Affordable Dwelling Units
Est. Est.
Affordable Crude Estimate of Number of Number of HUD Fair
Number of Percent Monthly Affordable Purchase Owner Renter  Surplus Market Rent
Income Level HH of HH Housing Cost Owner-Occupied Unit Units Units (Deficit) (FMR) in 2008
Less than $10,000 660 4%  $0to $250 $0 to $25,000 32 26 -602
$10,000 to $14,999 172 1% $250 to $375 $25,000 to $37,500 16 30 -127
Studio: $565; 1
$15,000 to $24,999 945 6% $375to $625 $37,500 to $62,500 46 460 -439 bdrm: $655
$25,000 to $35,000 1,207 8% $625 to $875 $62,500 to $87,500 61 1,189 43 2 bdrm: $757
$35,000 to $50,000 1,582 10% $8751t0 $1,250  $62,500 to $125,000 210 1,813 441 3 bdrm: $1,102
$50,000 to $75,000 2,681 17% $1,250 to $1,875 $125,000 to $187,500 570 176 -1,936 4 bdrm: $1,324
Clackamas County MFI: $76,259 $1,906 $190,648
$75,000 to $100,000 2,050 13% $1,875 to $2,500 $187,500 to $250,000 479 176 -1,395
$100,000 and above 6,370 41% $2,500 and above ~ $250,000 and above 10,178 0 3,808
Total 15,667 100% 11,591 3,869 0

Source: US Census; Winterbrook Planning; ECONorthwest

Figure 4-L, Figure 4-M and Table 4-5 show the mix of housing types and
the percentage of attached and detached housing for Lake Oswego, Tigard,
Clackamas County and the Portland MSA. As shown, the predominant
housing type is single family detached housing in all areas. This indicates
that housing values and rent levels may be more sensitive to location and
density factors than to housing type.

Table 4-5: Housing mix by type

Housing Type Lake Oswego Tigard Clackamas Co. Portland MSA
'90 '00 '07 '90 '00 '07 '90 '00 '07 '90 'O0 '07
1-unit detached 65% 64% 63% 57% 57% 57% 70% 67% 68% 64% 63% 63%
l-unitattached 5% 8% 8% 6% 5% 5% 2% 3% 4% 3% 3% 5%
2 units 1% 1% 2% ~3% 2% 5% 2% 2% 1% 4% 3% 3%

3 ormore units 28% 27% 27% 34% 36% 33% 15% 20% 20% 24% 26% 25%
Mobile homes

(+ "other") 1% 0% 0% 1% 0% 0% 10% 9% 7% 6% 5% 5%
Detached 65% 64% 63% 57% 57% 57% 70% 67% 68% 64% 63% 63%
Attached 35% 36% 37% 42% 43% 43% 20% 24% 25% 30% 32% 32%

Mobile Homes 1% 0% 0% 1% 0% 0% 10% 9% 7% 6% 5% 5%

Source: U.S. Census Bureau

In Lake Oswego, single-family detached housing accounted for 64.9% of
total housing in 1990, decreasing to 63.2% in 2007. In Tigard, single-family
detached housing accounted for 57.2% of total housing in 1990, decreasing
to 57% in 2007. In Clackamas County, single-family detached housing
accounted for 70% of total housing in 1990, decreasing to 68.3% in 2007. In
the Portland MSA, single-family detached housing accounted for 64.1% of
total housing in 1990, decreasing to 63.3% in 2007.
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Figure 4-L: Housing mix
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In Lake Oswego, the percentage of attached housing®® increased from
34.6% in 1990 to 36.6% in 2007.

In Tigard, the percentage of attached housing increased from 42.1% in
1990 to42.6% in 2007. In Clackamas County, the percentage of attached
housing increased from 19.7% in 1990 to 25.1% in 2007. In the Portland
MSA, the percentage of attached housing increased from 30% in 1990 to
32.2% in2007. For all jurisdictions, the largest category of attached housing
is 3 units or more, with one and two-unit attached housing making up a
small percentage.

Clackamas County showed by far the greatest overall increase in
attached housing. This may be explained by the fact that the county had a
much lower attached housing base than Tigard, Lake Oswego or the region.

59 Including attached single family (e.g. townhomes), duplexes, and multi-family dwelling units.
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Figure 4-M: Percentage of attached and detached housing
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Of note, Lake Oswego’s housing mix is similar to the Portland MSA -
both with 63% detached single family. Lake Oswego has a higher ratio of
attached single family dwellings than comparator areas, and fewer
manufactured homes.60

4.4 CONCLUSIONS

The demographic analysis in Sections 4.1-4.3 leads to several
conclusions relating to housing in Lake Oswego and comparator areas.

These conclusions are incorporated into housing need and policy
analysis in Chapters 6 and 7 of this report.

1. Housing Affordability: Lake Oswego’s housing values and rent
levels have increased relative to income levels in Lake Oswego,
Clackamas County and the region. This indicates a need to plan
for more affordable housing types and densities - including
higher-density multiple-family, attached single-family, small-lot
single family, and secondary dwelling units.

60 Census data identifies manufactured homes as “mobile homes”.
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2. Housing Mix: Lake Oswego is fairly similar to the Portland MSA
in terms of housing mix - predominantly single family dwellings.
This indicates that housing type may have less to do with
housing costs than location, regulatory and density factors. This
indicates that Lake Oswego should consider ways to provide
more affordable single-family homeownership opportunities -
such as small lot single-family, attached single-family, and
condominiumes.

3. Aging Population: Lake Oswego’s population is growing older
than comparator areas. This indicates a lack of affordable housing
opportunities for younger households and the need to plan for
housing oriented toward older age groups that typically demand
smaller units with lower property maintenance requirements.
Housing types appropriate for Lake Oswego’siaging population
include senior multiple family housing, secondary dwelling
units, and dwellings in assisted living facilities.

4. Counter-trends: Lake Oswego’s aging population and housing
costs increases are accompanied by a decline in the City’s
Hispanic/Latino.population - a population that has been rapidly
growing statewide, regionally, and in all comparators reviewed.
This is likely.a symptom of increasingly unaffordable housing
relative to other areas.

5. Working Families: Lake Oswego has accommodated relatively
few younger, working families when compared with Tigard,
Clackamas County and the region. This is due, in significant
part, to.the high cost of housing in Lake Oswego. The presence
of younger working families is also important to retaining school-
age children in the Lake Oswego School District.

6. Commuting: As indicated in Appendix G, Commuting Trends,
Lake Oswego is still primarily a single-occupancy-vehicle
commuting community (79% in 2007), with over 86% of working
residents commuting outside of the City. Lake Oswego’s rate of
workers working at home has been rising, and is the highest
among comparators reviewed. This indicates additional
opportunity and incentive for Lake Oswego to provide mixed-
use employment and residential areas.
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Lake Oswego Buildable Lands

Inventory and Capacity Analysis

This Chapter looks at Lake Oswego’s capacity to absorb additional
housing units on buildable residential land under existing policies and land
use regulations.

In Section 5.1, we analyze the capacity of remaining buildable
residential land within the Lake Oswego USB to accommodate new
residential development. Looking at residential housing types that are
allowed by right - under clear and objective standards =in existing
residential zoning, we also determine the resultant residential mix.

In Section 5.2, we describe actual housing types that have been
permitted within the Lake Oswego USB since 1998.. Information on actual
densities was not readily available. This analysisis required by ORS
197.296 and will be useful in assessing the probability of achieving Metro
housing unit capacity targets.

In Section 5.3, we summarize the results of Metro’s capacity analysis for
the LO subarea (US Census Tracts).. The Lake Oswego subarea includes all
of the USB except the northern portion of Mountain Park.

In Section 5.4, we consider comments from development experts in Lake
Oswego and evaluate the likelihood of achieving planned capacity without
policy andland use regulation changes.

5.1 LAKE OSWEGO REVISED BUILDABLE LAND
INVENTORY AND RESULTANT USB CAPACITY

Winterbrook worked with Lake Oswego staff to update the Lake
Oswego Buildable Land Inventory (BLIL, 2009), in order to determine the
City’s capacity for dwelling units and ability to meet Metro Title 1 and
Division 007 requirements. This section discusses the results of that BLI.®1

According to OAR 660-007-0005 Definitions, there are two types of
“buildable land” - “vacant land” and “developed land likely to be
redeveloped”.

61 The full BLI methodology is included in Appendix B: Buildable Lands Inventory Methodology.
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(3) “Buildable Land” means residentially designated land within the Metro
urban growth boundary, including both vacant and developed land likely
to be redeveloped, that is suitable, available and necessary for residential

uses.®?

(7) "Redevelopable Land" means land zoned for residential use on which
development has already occurred but on which, due to present or
expected market forces, there exists the likelihood that existing
development will be converted to more intensive residential uses during
the planning period.”

As shown in Table 5-1, Lake Oswego’s BLI identified 77.4 vacant
buildable acres planned for residential use. Development of these acres in
accordance with current zoning would result in 332't0'448 additional

dwelling units.

Table 5-1: Residential Dwelling Unit Capacity® on Vacant'Lands

Net

Build- DU DU
Zone / Min Max able Cap Cap
Plan Density Density Acres Min Max
R-0 20.0 34.0 0.0 0 0
R-2 12.0 28.5 2.2 26 62
R-2.5 17.4 28.5 0.4 8 13
R-3 10.3 12.9 0.5 5 7
R-5 7.0 8.7 4.4 30 38
R-6 5.8 7.3 0.6 4 5
R-7.5 4.6 5.8 33.0 153 192
R-10 3.5 4.4 18.5 64 81
R-15 2.3 2.9 17.7 41 51
Total 77.4 332 448

Source: City of Lake Oswego, Winterbrook Planning

Table 5-2 summarizes partially vacant or “infill” capacity on residential
lands.®* We did not include capacity of land in mixed use zones, because

62 OAR 660-007-0005(3) continues: “Publicly owned land is generally not considered available for
residential uses. Land is generally considered “suitable and available” unless it:
(a) Is severely constrained by natural hazards as determined under Statewide Planning Goal 7;
(b) Is subject to natural resource protection measures determined under statewide Planning

Goals 5 or 15;

(c) Has slopes of 25 percent or greater;
(d) Is within the 100-year flood plain; or
(e) Cannot be provided with public facilities.”

6 Minimum densities under current zoning apply only to subdivisions.
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design review standards in these zones are not clear and objective. As
shown in Table 5-2, there is infill capacity for 1,080 to 1,708 additional
dwelling units.

Table 5-2: Residential Dwelling Unit Capacity on Partially Vacant Lands

Net

Build- Infill
Zone / Min Max able DU Cap DU Cap Existing | Infill Cap
Plan Density Density Acres Min Max Units Cap Min Max
R-0 20.0 34.0 5.6 113 191 44 69 147
R-2 12.0 28.5 0.0 0 0 0 0 0
R-2.5 17.4 28.5 0.0 0 0 0 0 0
R-3 10.3 12.9 12.5 130 162 33 97 129
R-5 7.0 8.7 18.1 126 158 43 83 115
R-6 5.8 7.3 0.0 0 0 0 0 0
R-7.5 4.6 5.8 242.7 1,128 1,409 631 497 778
R-10 3.5 4.4 179.5 625 782 332 293 450
R-15 2.3 2.9 80.5 187 234 145 42 89
Total 538.9 2,308 2,936 1,228 1,080 1,708

Source: City of Lake Oswego, Winterbrook Planning

Table 5-3 brings vacant and infill capacity together, to determine a total
dwelling unit capacity in residential zones with clear and objective
standards. As shown'on Table 5-1, the BLI identifies a capacity for between
1,413 and 2,156 residential dwelling units in Lake Oswego. As shown in
Figures 5-2 and 5-3, the potential new units are primarily located in Low
Density Residential zones.

Over 75% of Lake Oswego’s dwelling unit capacity is on lands zoned
R-7.5, R-10, or R<15. The capacity is primarily based on infill: nearly 80% of
identified dwelling unit capacity (and 93% of the identified “buildable”
land supply) in Lake Oswego is located on land with existing residential
development.

64 These are lands with existing development, but with lot sizes 2.5 times or larger than minimum
zoned lot size.
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Table 5-3: Buildable Lands Inventory Summary®

Zone NBA NBA Total | Vacant InfillCap Total Vacant Infill Cap Total

Type (Vacant Infill NBA | Cap Max Max Cap Max % Cap Min Min Cap Min %
High

Density 2.6 5.6 8.3 75 147 222 10% 34 69 103 7%
Medium

Density 5.5 30.7 36.2 49 244 293 14% 39 180 219 16%
Low

Density | 69.2 502.7 571.9 324 1,317 1,641 76% 259 832 1,091 77%
Totals| 77.4 538.9 616.3 448 1,708 2,156 | 100% 332 1,080 1,413 (100%

Source: City of Lake Oswego, Winterbrook Planning

Figure 5-A: Buildable Lands Minimum Capacity by Zone Type

E High Density

= \edium Density

Low Density

77.23%

Source: Winterbrook Planning

65 The following definitions and abbreviations apply to Table 5-3 and Figures 5-A and 5-B: High
Density - Residential zones including R-0, R-2, and R-2.5; Medium Density - Residential zones
including R-3, R-5, and R-6; Low Density - Residential zones including R-7.5, R-10, and R-15; NBA -
Net buildable acres; Cap - Capacity; and Cap Max (Min) - Maximum or minimum capacity under
existing zoning. Note: Table 5-3 Infill NBA includes land used for 1,228 existing dwelling units. Table
5-3 Infill capacity excludes existing dwelling units.
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Figure 5-B: Buildable Lands Maximum Capacity by Zone Type

mHigh Density

m \edium Density

Low Density

76.10%

Source: Winterbrook Planning

5.2 ACTUAL DEVELOPMENT

This section reviews development in the Lake Oswego City Limits from
1998 through 2008 - identified as “actual” development. Actual
development data was compiled by City Staff using building permits and
development approvals. (A review of “actual development” is required by
ORS 197.296.)

As showniin Table 5-4, Lake Oswego saw development of 1,692 new
dwelling units from 1998 to 2008. Of these, 59% were detached single
family dwellings, 31% were multi-family dwelling units, and 10% were
attached single family units. SDUs and duplexes accounted for less than
1% of new dwelling units.
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Table 5-4: Actual Development, Lake Oswego 1998-2008
Attached Detached

SDU Duplex MF SF SF Total
1998 0 0 266 0 146 412
1999 0 2 24 19 116 161
2000 0 0 0 48 99 147
2001 0 0 0 47 102 149
2002 2 0 0 18 82 102
2003 0 0 176 3 76 255
2004 0 2 24 10 94 130
2005 0 0 30 8 102 140
2006 2 0 0 6 93 101
2007 2 0 0 11 63 76
2008 0 0 0 0 19 19
6 4 520 170 992 1,692
0% 0% 31% 10% 59% 100%

Source: City of Lake Oswego, Winterbrook Planning

Table 5-5 summarizes developed units into two categories - attached
and detached. This is useful for evaluating compliance with Division 007
housing mix requirements..Attached dwellings include SDUs, duplexes,
multi-family, and attached single family units. Detached dwellings include
detached single family units and manufactured homes on individual lots.
As shown in Table®5-5, 59% of units developed in Lake Oswego from 1998-
2008 were detached single family units, and 41% were attached units. Two-
thirds (67%) of attached unit development during this timeframe resulted
from three'senior apartment developments at Mary’s Woods.

Table 5-5: Actual-Development, Attached and Detached Units
Detached Attached

1998 146 266
1999 116 45
2000 99 48
2001 102 47
2002 82 20
2003 76 179
2004 94 36
2005 102 38
2006 93 8
2007 63 13
2008 19 0
Total 992 700
Percent 59% 41%

Source: City of Lake Oswego, Winterbrook
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Figure 5-C tracks annual attached and detached dwelling unit
development. As can be seen on Figure -5-C, attached unit development
tends to be sporadic. Detached dwelling construction over time is
outpacing attached dwelling construction, but there were years when large
numbers of multi-family units were constructed.

Figure 5-C: Actual Development, Attached and Detached Units

300

250 —

200

150 — ——Detached
N

\ Attached
100

) T~ \\

0 T T T T T T T T T T —

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

Source: City of Lake Oswego, Winterbrook

5.2.1 DEMOLITIONS

To address Title 1 requirements, it's important to track dwelling unit
demolitions to determine net dwelling unit additions. For example, many
detached single family permits were issued for replacement dwellings,
resultingdn no net increase. The same appears to be true for multifamily
redevelopment projects.

Lake Oswego has tracked demolitions since 1998, as shown on Table 5-
6. Lake Oswego demolition data indicates that 349 single family dwellings
(including two mobile home units), have been demolished since 1998. The
City tracked 45 multi-family unit demolitions from 1998 to 2008.

The City tracked a total of 394 dwelling units demolished from 1998 -
2008.
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Table 5-6: Demolitions, Lake Oswego 1998-2008
Single Family Duplex Multi-Family Total

1998 17 0 0 17
1999 21 0 0 21
2000 11 0 0 11
2001 17 0 0 17
2002 23 0 0 23
2003 27 0 0 27
2004 42 0 0 42
2005 63 0 4 67
2006 45 0 0 45
2007 53 0 33 86
2008 30 0 8 38
349 o 45 394
89% 0% 11% 100%

Source: City of Lake Oswego, Winterbrook

5.2.2 NET ACTUAL DEVELOPMENT

Table 5-7 shows “net” actual development - new development less
demolished units. As shown in Table 5-7, demolitions outpaced new
development in 2007<and.2008. Actual housing development, when
accounting for demolitions, occurred with a mix of 50% attached and 50%
detached from 1998-2008.

Table 5-7:.Net Actual Development, Lake Oswego 1998-2008
Detached Attached

1998 129 266
1999 95 45
2000 88 48
2001 85 47
2002 59 20
2003 49 179
2004 52 36
2005 39 34
2006 48 8
2007 10 (20)
2008 (11) (8)
Total 643 655
Percent 50% 50%

Source: City of Lake Oswego, Winterbrook
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5.3 METRO DWELLING UNIT TARGETS

We considered Title 1 dwelling unit capacity targets for the Lake
Oswego USB as follows:

First, we determined Metro’s 1994-2017 dwelling unit target and then
subtracted the actual number of dwelling units constructed between 1994
and 2008. Metro Title 1, Table 3.07-1 sets a year 2017 target capacity for
Lake Oswego’s USB at 4,049 additional dwelling units. As shown in Table
5-8, a net total of 2,030 dwelling units were constructed from 1994 to 2008.
This means that an additional 2,019 units would need to be constructed
by the year 2017 to meet the adopted Title 1 housing target for the Lake
Oswego USB.

Table 5-8: Title 1 2017 Capacity

Dwelling Units

Net Development 1994-2008 2,030
Title 1 Target 1994-2017 4,049
Remaining 2017 Target Capacity 2,019

Source: City of Lake Oswego, Winterbrook

Second, we looked at the draft Urban Growth Report’s low and high
forecasts of population and dwelling units in the Lake Oswego subarea
through 2030, as described in'Section 3.1. The Growth Report projects that
the Lake Oswego “subarea” will grow by 2,500-2,800 dwelling units from
2005-2030. However, Metro’s “subarea” is significantly different than
Lake Oswego’s USB.%

In order to meet Metro’s current Title 1 requirements, Lake Oswego
would need to'show capacity for the 2,019 dwelling unit figure. Metro has
indicated that Lake Oswego has met this standard.

Metro assumes that no substantial policy changes will be necessary to
reach the Title 1 target; thus, in terms of zoning, Title 1 represents the status
quo. Metro also applies generalized zoning categories in its analysis of
capacity - not Lake Oswego’s actual zones and development standards.
Thus, Metro has not reviewed Lake Oswego’s comprehensive plan or

6 The Lake Oswego “subarea” does not include the northern half of the Mountain Park
neighborhood - an area including much of Lake Oswego’s higher density development (e.g.
Jefferson Park Condominiums, One Jefferson Parkway Apartments, Oswego Summit, Eaglecrest
Condominiums, etc). While the Lake Oswego “subarea” may be useful for Metro’s objective of large
scale regional planning, the difference in land base between “subarea” and the USB precludes
effective use of Metro’s subarea results in a USB analysis.
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specific land uses regulations for compliance with the Metropolitan
Housing Rule (Division 007) requirements.

Based on the HNA in Chapter 6, it does not appear that meeting Metro’s
capacity targets will be adequate to meet Lake Oswego’s housing needs or
the requirements of the Metropolitan Housing Rule (Division 007). To meet
local housing needs and Division 007 rule requirements, we recommend
policy changes - changes that will increase the overall capacity of the USB
and will alter the distribution of housing types and densities that otherwise
would have occurred.

5.3.1 STAKEHOLDER/EXPERT INTERVIEWS
REGARDING BUILDABLE LAND CAPACITY

It is also questionable whether Metro’s capacity targets actually can be
met in Lake Oswego in low density residential areas under existing
regulations.

Appendix A describes interviews with local housing and development
experts. All interview results indicated that local experts did not believe
single-family infill development was a realistic expectation in Lake Oswego
- due primarily to entrenched neighborhood opposition combined with
and restrictive code standards.

Interview results indicated that higher density infill and redevelopment
opportunities were more realistic in the Downtown and Foothills areas.

5.3.2 WINTERBROOK REVIEW OF STUDY AREA
CAPACITY

Appendix C takes a look at four study areas where vacant and infill
land was identified in the BLI. As shown in Appendix C, it would be
difficult to create new lots in many partially developed, low density
residential areas. Infill in many areas is hampered by access constraints
and environmental constraints, and the tendency for existing homes (with
relatively high value) to be located in the center of large lots.

5.4 CONCLUSION

Given that more than three quarters of Lake Oswego’s dwelling unit
capacity (allowed under clear and objective standards) in the BLI is on
partially developed low density residential land with limited infill and
redevelopment potential, we believe it would be in the City’s interest to
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encourage more affordable housing types that that do not depend on the
land division process in low-density residential areas. We also recommend
that the City encourage increased higher-density residential capacity
through redevelopment in Downtown and the Foothills area - by adopting
clear and objective approval standards.

To achieve these affordable housing objectives, we believe that code
amendments are necessary.
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chapter s HOUSING Needs Analysis

In this chapter, we consider the results of Chapters 3-5 to project
housing needs in Lake Oswego by type and density.

In Section 6.1, ECONorthwest sets the stage for any housing needs
analysis, by noting the inherent complexity and judgment involved in
projecting housing needs over a 20-year period.

In Section 6.2, we consider HUD and Metro definitions of affordable
housing. We also describe statutory “needed housing types” (detached and
attached single-family, manufactured homes on lots and.in parks, and
multifamily housing) and suggest other needed housing sub-types under
these broad categories.

In Section 6.3, we provide a series of tables that project needed housing
types in relationship to household incomes in Lake Oswego and the region.

6.1 INTRODUCTION

Economists view housing as.a bundle of services for which people are
willing to pay: shelter certainly, but also proximity to other attractions
(jobs, shopping, recreation), amenity (type and quality of fixtures and
appliances, landscaping, views), prestige, and access to public services
(quality of schools). Because it is impossible to maximize all these services
and simultaneously minimize costs, households must, and do, make
tradeoffs. What they can get for their money is influenced by both economic
forces and government policy. Moreover, different households will value
what they can get differently. They will have different preferences, which in
turn are a function of many factors like income, age of household head,
number of people and children in the household, number of workers and
job locations, number of automobiles, and so on.

Thus, housing choices of individual households are influenced in
complex ways by dozens of factors; and the housing market in Portland
Metro Region, Clackamas County and Lake Oswego are the result of the
individual decisions of hundreds of thousands of households. These factors
underscore the complexity of projecting what types of housing will be built
in Lake Oswego between 2010 and 2030.

The complexity of a housing market is a reality, but it does not obviate
the need for some type of forecast of future housing demand and need, and
its implications for land demand and consumption. Such forecasts are
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inherently uncertain. Their usefulness for public policy often derives more
from the explanation of their underlying assumptions about the dynamics
of markets and policies than from the specific estimates of future demand
and need. Thus, we start our housing analysis with a framework for
thinking about housing and residential markets, and how public policy
affects those markets.

6.2 AFFORDABLE HOUSING DEFINED

In this section, we review various definitions of “affordable housing,”
including traditional US Department of Housing and Urban Development
(HUD) definitions, Metro concepts of “cost-burdened” housing, and
statutory definitions of “needed housing.”

6.2.1 HUD DEFINITIONS

The terms “affordable” and “low=income” housing are often used
interchangeably. These terms, however, have different meanings:

o Affordable housing refers to households’ ability to find housing within
their financial means. Households that spend more than 30% of their
income on housing and certain utilities are considered to experience
a cost burden.°” As.such, any household that pays more than 30%
experiences‘a cost burden and does not have affordable housing.

e Low-income housing refers to housing for “low-income” households.
HUD considers a household low-income if it earns 80% or less of
median family income. Low-income housing is targeted at
households that earn 80% or less of median family income.

Asa point of reference, a household earning 80% of median family
income in the Portland Region earns about $51,000 annually — or about
$24.50 per hour for a full-time employee. Depending on household size,
many households at or below this income level are eligible for government
housing assistance programs. In summary, any household can face
housing affordability problems; however, the incidence of cost burden is
higher among lower-income households.

67 Cost burden is a concept used by HUD. Utilities included with housing cost include electricity, gas,
and water, but do not include telephone expenses.
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6.2.2 METRO URBAN GROWTH STUDY (UGR)
DEFINITION OF “COST BURDENED”

Oregon land use law requires that, every five years, Metro assess the
region’s capacity to accommodate the numbers of people anticipated to live
or work inside the Metro UGB over the next 20 years. To make this
determination, Metro forecasts population and employment growth over a
20-year timeframe; conducts an inventory of vacant, buildable land inside
the UGB; assesses the capacity of the current UGB to accommodate
population and employment growth either on vacant land or through
redevelopment and infill; determines whether additional capacity is
needed; and documents the results of these analysesinan urban growth
report (UGR). The UGR is the basis for subsequent consideration of the
actions to be taken to close any identified capacity gap.

The UGR definition of “cost-burdened”.is different than HUD’s
definition: first, the UGR definition only considers renters, not homeowners
second; the UGR definition includes estimates of household transportation
costs (the further from job centers; the higher the costs). *®

6.2.3 STATUTORY AND LOCAL “NEEDED HOUSING
TYPES”

The Lake Oswego HNA must address the following needed housing
types as defined in ORS 197.303:

(a) Housing that includes, but is not limited to, attached and detached
single-family-housing and multiple family housing for both owner and
renter‘occupancy; (b) Government assisted housing;®® (c) Mobile home or
manufactured dwelling parks as provided in ORS 197.475 to 197.490; and
(d) Manufactured homes on individual lots planned and zoned for single-

68 The reasoning for this is explained in the UGR at page 150: “Homeownership represents an
economic choice that requires some level of equity investment (recent lending practices
notwithstanding). Defining cost-burden for homeowners is somewhat more difficult than for renters
since many homeowners regard their homes as not just a residence but as an investment.
Homeowners often spend a substantial portion of their income on their home, but do not necessarily
regard these expenditures as a burden. This is particularly the case for affluent homeowners. For
these reasons, [the UGR] assumes that to be cost burdened, a household must rent, not own. Because
[the UGR] includes housing and transportation costs, the standard rule that no more than 30 percent
of one’s income should be spent on housing needs adjustment. In 2007, many low-to-moderate
income households in the United States spent well over 50% of their income on housing and
transportation. In 2007, the national median percentage of income spent on these costs was 45
percent. In the absence of an accepted standard, [the UGR] proposes that if a household rents its residence
and spends 50 percent or more of its income on transportation and housing, it is considered cost-burdened.”

6 Government assisted housing can be any housing type listed in ORS 197.303 (a), (c), or (d).

Page 54 April 2010  Winterbrook/ECONorthwest Lake Oswego Housing Needs Analysis



Preliminary Housing Needs Analysis - Not Adopted by the City of Lake Oswego

family residential use that are in addition to lots within designated
manufactured dwelling subdivisions.

For purposes of this study, we have classified “needed housing types”
as follows:

e Detached small-lot (5,000 square feet or less) and large-lot (more
than 5,000 square feet) single family homes (either stick-built or
manufactured homes on individual lots);

e Attached single family housing (common wallrowhouses on
individual lots)

e Duplexes and secondary dwelling units((where there are two
houses on a lot); and

e Multifamily (including three or:more units on a lot in the form of
apartments, condominiums, and manufactured dwelling parks).”0

Recall that the Metropolitan Housing Rule has two broad categories of
needed housing: detached and attached.” For purposes of meeting Division
007 requirements, zoning of buildable land must provide the opportunity
(under clear and objective standards) for at least 50% of new housing units
in the attached single-family, duplexes or secondary dwelling units, or
multifamily categories.

In summary, Lake Oswego must identify needs for all of the housing
types listed.above and encourage “needed housing types” by adopting
measures that increase the likelihood that needed housing types will
actually be constructed.

6.3 HOUSING NEED PROJECTION

In this section we project the mixture of housing types necessary to meet
identified affordable housing needs.

In Chapter 4 we reached several preliminary conclusions regarding
Lake Oswego housing needs based on an evaluation of state, regional and
local demographic trends. In summary:

70 Multiple-family housing also includes assisted living facilities with separate living quarters that
have direct access from outside the building or through a common hall.
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e Housing costs are high in Lake Oswego when compared with
other jurisdictions;

e Dwelling units are not “affordable””! to many households in the
community;

e Residents are getting older and will require smaller homes with
less maintenance;

e Needs to provide more housing opportunities for working
families, especially those who work in the community;

e Has seen reduced elementary and middle school enrollment;

e Has actually lost Latino population, whereas most other
communities in the region have experienced substantial
increases.

6.3.1 LAND SUPPLY AND ZONING FACTORS

As discussed in Chapter 5, most new housing allowed under clear and
objective standards in residential zones within the Lake Oswego USB is
projected to occur through on partially:developed land through the refill
process in low density residential zones. The resultant housing mix,
without re-designation of land and changes in zoning regulations, will
likely be about three-quarters detached single-family residential. This mix
will not meet the City’s housing needs and is inconsistent with Lake
Oswego’s policies and aspirations regarding construction of attached and
multifamily redevelopment along transit corridors, in Town Centers and
the Foothills area.

Howevetr, if substantial redevelopment were to occur in Town Centers,
along major transportation corridors, and in the Foothills area, the housing
mix would shift decidedly towards attached and multifamily options. As
noted repeatedly in this report, to meet Division 007 and ORS 197.307
requirements for “clear and objective standards,” changes need to be made
to development and design review standards in mixed use zones.

Similarly, if smaller lots sizes, duplexes and secondary dwelling units
were allowed under objective standards in low density residential areas
near transportation corridors and town centers, there would be five
probable consequences:

1. The likelihood of redevelopment would increase;
2. The resultant housing type would be more affordable;

71 According to HUD definitions of affordability discussed earlier in this section.
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3. There would have be less impact on inner neighborhoods from
flag driveway and lots;

4. There would be more school age children, thus mitigating long-
term trends towards reduced enrollment in the Lake Oswego
School District; and

5. Lake Oswego’s dwelling unit capacity and population would

increase.

Metro reached similar conclusions in its Urban Growth Report, as indicated
by some key Policy Choices (p.151):

“s Incentives for mixed-use, multi-family development canreduce housing
costs even further in urban centers and corridors.

* Policies that encourage the construction of smaller residences can
provide more housing choices.

» Expansion of housing voucher programs could increase housing choices
for more households.”

6.3.2 HOUSING NEED — POPULATION GROWTH
TARGET

The 1979 Lake Oswego Comprehensive Plan projected that the City
would reach 54,000 by the year 2000 within its USB. In 1984, the
“saturation” USB population was projected in the Lake Oswego
Comprehensive Plan to reach 50,000. There are currently about 43,000
people within the USB. With the policy changes recommended in this
report, we estimate that that the USB would be able to accommodate a
population of 50,000.

As shown on Table 6-1, to accommodate a target population of 50,000,
Lake Oswego would need approximately 3,146 additional dwelling units

by 2030.
Table 6-1: Housing Unit Need, Population Target
2009 USB Population 42,827

Target 2030 Population 50,000
Target Population Growth 7,173
Occupied Households @ 2.4 PPH 2,989
Vacancy Rate 5% 157

Total 2030 HH Growth 3,146

Source: Winterbrook Planning; USB population estimate courtesy of City planning staff.
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6.3.3 FINANCIALLY-ATTAINABLE HOUSING TYPES

This section considers the implication of income levels on attainable
housing choices. Generally, higher incomes are able to afford every
category of housing, whereas lower income ranges become more and more
restricted in housing choice. Tables 6-2 and 6-3 evaluate the types of
housing that are typically attainable to different income ranges, and review
projected household growth (identified in Table 6-1 above) in the context of
two projected future household income mixes.

Table 6-2 evaluates current Lake Oswego household income ranges
relative to Clackamas County MFI, while Table 6-3 considers regional
(MSA) income ranges relative to the County MFI. Lake Oswego household
incomes are considerably higher than regional household incomes, and
therefore the two tables reach different conclusions regarding financially-
attainable housing products.

As indicated in Table 6-2, Lake Oswego is fairly “top-heavy”, with 62%
of households generally unrestricted in housing choice. Only 16% of Lake
Oswego’s households are in the “lowermiddle” income category. This
category includes working families and young professionals - a category
targeted by the Lake Oswego Affordable Housing Task Force in 2005. This
category could also include senior citizens on fixed incomes. Housing
types that are affordable to.this group include homeownership and rental
units: small lot and attached single-family; duplexes and secondary
dwelling units; and multifamily (condominiums and apartments).

About 21% of Lake Oswego’s households currently qualify for the “very
low” income category. Providing homeownership opportunities for low
andwvery low income households is difficult. Rental housing types include
apartments, duplexes, SDUs, and small-lot single-family. Government
assistance may be necessary to make even these units affordable to low and
very low income residents.
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Table 6-2: Financially-Attainable Housing, Lake Oswego Income 2006-

2008:
Financially Attainable Products
Market Segment by Income  Number of Percent of
Income range  Households Households Owner-occupied Renter-occupied
High (120% or more of $91,500 or All housing types; All housing types;
1423 45% . . . .
MFI) more higher prices higher prices
Upper Middle (80%- $61,000 to 543 17% All housing types; All housing types;
120% of MFI) $91,510 lower values lower values
. Single-family
l\/llanufactu.r ed on lots; attached; detached;
single-family manufactured on lots;
i o/, _ B - g
Lower Middle (50% $38,130 to 498 16% attached; duplexes; g aEl 6

80% of MFI $61,000 small lot single-
family;"cottage" or
"courtyard" housing

single-family; SDUs;
"cottage" or
"courtyard" housing
Apartments;
manufactured in
parks; duplexes;
371 12% Manufactured in parks small lot single-
family; SDUs;
"cottage" or
"courtyard" housing
Apartments; new and
297 9% None used government
assisted housing

Low (30%-50% or less $22,880 to
of MFI) $38,130

Very Low (Less than Less than
30% of MFI) $22,880

Source: US Census; Winterbrook Planning; ECONorthwest

Table 6-3 is more relevant to Goal 10 (Housing), which requires that each
jurisdiction provide housing opportunities “commensurate with the
incomes of Oregon households.” Division 007 focuses on meeting regional
housing obligations under Goal 10. It is not enough to provide housing
that is affordable to existing Lake Oswego residents; it is about providing
housing that is affordable to “area residents.””3

73 The purpose of Division 007 is set forth in OAR 660-007-0000:

“The purpose of this rule is to assure opportunity for the provision of adequate numbers of
needed housing units and the efficient use of land within the Metropolitan Portland (Metro)
urban growth boundary, to provide greater certainty in the development process and so to
reduce housing costs. OAR 660-007-0030 through 660-007-0037 are intended to establish by rule
regional residential density and mix standards to measure Goal 10 Housing compliance for cities
and counties within the Metro urban growth boundary, and to ensure the efficient use of
residential land within the regional UGB consistent with Goal 14 Urbanization. OAR 660-007-
0035 implements the Commission's determination in the Metro UGB acknowledgment
proceedings that region wide, planned residential densities must be considerably in excess of the
residential density assumed in Metro's ‘UGB Findings’. The new construction density and mix
standards and the criteria for varying from them in this rule take into consideration and also
satisfy the price range and rent level criteria for needed housing as set forth in ORS 197.303.”

Moreover, OAR 660-007-0005 makes it clear that a local housing needs projection must meet the
needs of “area” [not city] residents at “all income levels”:
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Only 28% of households in the MSA are in the highest income bracket
(able to attain all housing types at high prices), compared to 45% of Lake
Oswego’s current households. And 17% of MSA households are in the
lowest income bracket, compared with 9% of Lake Oswego households.

As shown in Table 6-3, a larger proportion of MSA households are in
the “upper middle” (20%) and “lower middle” (also 20%) income categories.
These categories include households with young professionals that may
work in Lake Oswego, but cannot afford to purchase a home there.

Providing homeownership opportunities for these income categories
requires provision for small-lot and attached single-family homes and
multifamily condominiums. Thus, the lower MSA income ranges indicate a
greater need for housing products such as smaller lot single family units,
attached dwellings, SDUs, apartments, or innovative infill options such as
“courtyard” housing. (See Appendix E, Portland Courtyard Housing
Design Competition.)

Table 6-3: Financially-Attainable Housing, MSA Income 2006-2008:

Financially Attainable Products

Market Segment by Income  Number of Percent of
Income range  Households Households Owner-occupied Renter-occupied
High (120% or more of $91,500 or All housing types; All housing types;
867 28% . . . .
MFI) more higher prices higher prices
Upper Middle (80%- $61,000 to 616 20% All housing types; All housing types;
120% of MFI) $91,510 lower values lower values
Manufactured on lots; Single-family
single-family attached; detached;
Lower Middle (50%- $38,130 to . attached; (.:Iuplexes; manufactur(.ed on lots;
80% of MFI $61.000 621 20% small lot single- apartments; small lot
’ family; SDUs; single-family; SDUs;
"cottage" or "cottage" or
"courtyard" housing  "courtyard" housing
Apartments;
manufactured in
o/ £, parks; duplexes;
Low (30%-50% or less ~ $22,880 to 491 16% Manufactured in parks small lot single-
of MFI) $38,130 .
family; SDUs;
"cottage" or

"courtyard" housing

Apartments; new and
536 17% None used government

assisted housing

Very Low (Less than Less than
30% of MFI) $22,880

Source: US Census; Winterbrook Planning; ECONorthwest

“(5) "Housing Needs Projection" refers to a local determination, justified in the plan, as to the
housing types and densities that will be: (a) Commensurate with the financial capabilities of present
and future area residents of all income levels during the planning period;”.

Page 60 April 2010  Winterbrook/ECONorthwest Lake Oswego Housing Needs Analysis



Preliminary Housing Needs Analysis - Not Adopted by the City of Lake Oswego

6.3.4 PROJECTED HOUSING NEEDS - DWELLING
UNITS BY TYPE AND DENSITY

Based on the analysis above, we recommend that the City consider the
following housing needs projection as one means of accommodating
approximately 3,146 new dwelling units of types and densities that would
result in Goal 10 compliance. Slight shifts in the percentage allocations in
Table 6-4 could be made without jeopardizing the City’s ability to meet
identified housing needs.

Table 6-4: Housing Need Projection by Type and Tenure

Owner-Occupied Renter-Occupied Total
Housing Type New DU  Percent] New DU Percent] New DU Percent
Detached Large Lot SF (>5,000 sq ft) 585 29% 44 4% 629 20%
Detached Small Lot SF (<=5,000 sq ft) 566 28%[ 63 6% 629 20%
Attached SF (Rowhouses, SDUs, Zero Lot Line) 566 28%[ 63 6% 629 20%
Duplex/Accessory Dwellings 31 2%[ 283 25% 315 10%
Multi-Family (Apartments, Condominiums, ALF) 283 14%[ 661 59% 944 30%
Total 2,031 100% 1,114 100% 3,146 100%

Source: Winterbrook Planning

Table 6-5 shows how the housing projection in Table 6-4 can result in a
density consistent with Division 007 density requirements.” As shown in
Table 6-5, approximately 126 net buildable acres would be required for
detached large lot single family dwellings, while about 185 net buildable
acres would be required for other housing types.

Table 6-5: Housing Need Projection by Type and Density

Housing Type NewDU DU/NBA SqFt/DU ReqNBA
Detached Large Lot SF (>5,000 sq ft) 629 5.0 8,712 126
Detached Small Lot SF (<=5,000 sq ft) 629 9.0 4,840 70
Attached SF (Rowhouses, Zero Lot Line) 629 14.0 3,111 45
Duplex/SDUs 315 8.0 5,445 39
Multi-Family (Apartments, Condominiums, ALF) 944 30.0 1,452 31
Total 3,146 10.1 4,313 311

Source: Winterbrook Planning

Table 6-6 links needed housing types to zones that provide the
opportunity for development of each housing type. As indicated in Table 6-
6, Lake Oswego’s low density zones provide the opportunity for detached
large lot single family and SDUs.”> Medium density zones provide the

74 Table 6-5 provides melded densities generally appropriate for the identified housing types. Exact
zoning allocations within Lake Oswego to meet these densities can vary and achieve similar results.

75 Duplexes are not allowed in Lake Oswego’s lower density zones, but have a similar density profile
as indicated in Table 6-5. SDUs are only likely to occur in low density residential zones.
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opportunity for attached and detached small lot single family units. High
density zones provide the opportunity for multi-family units.

Table 6-6: Housing Type Opportunity by Zone

Housing Type Opportunity Zones
Detached Large Lot SF (>5,000 sq ft) R7.5, R10, R15
Detached Small Lot SF (<=5,000 sq ft), Duplexes R3, R5

Attached SF (Rowhouses, Zero Lot Line) R2, R3

SDUs R7.5, R10, R15

Multi-Family (Apartments, Condominiums, ALF) RO, R2.5
Source: Winterbrook Planning

Table 6-7 compares the land supply identified-in Section 6 with the land
need identified in Table 6-4. As indicated in Table 6-7, Lake Oswego has an
overabundance of low density residential land,”¢.and a deficit of medium
and high density residential land.

Table 6-7: Land Supply and Need by Zone

Opportunity Zones NBA Supply NBA Need NBA Surplus (Deficit)
Low Density R7.5, R10, R15 572 165 407
Medium Density R3, R5 36 115 (79)
High Density RO, R2, R2.5 8 31 (23)

Source: Winterbrook Planning

The policy implications and necessary plan and code amendments are
discussed in Chapter 7. The overall mix of attached to detached units
would be 60-40 under this projection, with significantly higher densities.
The deficitsin the medium and high density residential categories in Table
6-7 suggests that rezoning some partially developed low density residential
land to medium or high density residential is necessary to meet identified
housing needs. Based on information found in Appendix C and the results
of interviews found in Appendix A, it is doubtful whether substantial infill
will occur in existing low density areas in the absence of significant policy
changes.

76 As indicated in Section 5, the supply of low density residential land is nearly entirely (88%)
comprised of infill land. Infill acreage includes land used by existing dwelling units, and is indicative
only of parcels that are 2.5 or more times the minimum lot size of the zone. Assuming that each
existing home occupies the minimum lot size in the applicable zone, the supply of buildable infill
land would decrease by nearly 250 acres. Additionally, as explained in Section 5 and Appendix C, it’s
unlikely that most of this land will be further developed under current zoning. The supply of vacant
low density land is 69 acres.
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Policy Implications and Strategy

7.1 PRELIMINARY CONCLUSIONS

Lake Oswego has met Metro’s Title 1 compliance standards in 1998 and
2002. Metro’s Urban Growth Report has not been adopted, and does not
appear to specifically address a Title 1 update. Therefore, Lake Oswego
presumably continues to comply with Title 1. However, Metro has not
reviewed Lake Oswego’s comprehensive plan orspecific land uses
regulations for compliance with the Metropolitan Housing Rule (Division
007) requirements.

Based on this HNA, it does not appear that meeting Metro’s capacity
targets will be adequate to meet Lake Oswego’s atfordable housing needs
or the requirements of the Metropolitan Housing Rule (Division 007). To
meet local housing needs and:Division 007 rule requirements, we
recommend strategic policy changes = changes that will increase the overall
capacity of the USB and will alter the distribution of housing types and
densities that otherwise . would have occurred.

7.1.1 DivisioN 007 COMPLIANCE

In the Portland region, compliance with Goal 10 and the Metropolitan
Housing Rule. (Division 007) is determined by comparing the amount of
buildable land in each adopted residential or mixed use zone - and the
housing types and density allowed by each zone under clear and objective
review standards. In Lake Oswego’s case, if buildable land is planned and
zoned to allow objectively at least 10 dwelling units per net buildable acre
and atleast 50% attached units, then Lake Oswego complies with Goal 10
and Division 007. As documented in this report, Lake Oswego no longer
meets these performance standards on its limited buildable land supply.

The buildable land supply within Lake Oswego’s USB is examined in
Chapter 5 of this report. 7”7 Lake Oswego has high, medium and low density
residential zones. The high and medium density residential zones (R-0, R-

77 Lake Oswego’s mixed-use zones have subjective approval criteria and therefore the residential
capacity in these zones was not considered in determining whether the City meets Division 007
requirements. Moreover, recent development in Lake Oswego shows little evidence that residential
development has actually occurred in Lake Oswego’s mixed-use zones.
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2, R-3, R-2.5, R-5 and R-6) permit attached housing types as of right; the low
density residential zones (R-15, R-10and R-7.5) allow single-family
detached housing as of right as well as “zero lot line” dwellings. 78

As shown on Table 5-1, Lake Oswego’s residential buildable land has
the capacity - in zones with clear and objective approval standards - for up
to 2,156 residential dwelling units. However, as noted in Chapter 5, it is
questionable whether maximum allowable densities can be achieved
without changes in Lake Oswego’s zoning standards. Significantly, as
shown in Table 5-1 and Figure 5-B, about 76% of these potential new units
would be located in low density residential zones.

e Lake Oswego’s residential zones clearly allow for attached “zero lot
line” housing; so the City probably meets the Division 007 housing
mix standard. 81 However, Division 007 makes it clear that both the
mix and density standards must be met.

e The maximum density allowable under clear and objective standards
on buildable residential land is 5.5 dwelling units per net buildable
acre - far short of the required 10 dwelling unit per NBA standard.

To meet Division 007 requirements, we have concluded that changes in
comprehensive plan designations, zoning and development standards will
likely be required.

7.1.2 LAKE OSWEGO’S HOUSING NEEDS

Affordable housing xefers to households” ability to find housing within
their financial means. Households that spend more than 30% of their
income on housing and certain utilities are considered to experience a cost
burden.’3'As such, any household that pays more than 30% experiences a
cost burden'and does not have affordable housing.

As documented in Chapter 3, housing values and rent levels in Lake
Oswego are “unaffordable” for most Lake Oswego residents. In 2008, over

78 The Lake Oswego Community Development Code allows zero lot line dwellings in all residential
zones. Lake Oswego’s code defines “zero lot line dwellings “to a mean common wall dwelling,
which is consistent with the definition of “attached” dwellings in Division 007.

81 Zero lot line housing under Lake Oswego’s definition can only occur in twos (it requires two lots
with a building straddling the property line between them). Many of the infill lots in Lake Oswego
are not configured in a way that would allow two such attached units; for example, in some cases
there is only room for a single lot. Because there has been no evaluation of how much of the partially
developed buildable land in the Lake Oswego USB could actually accommodate two or more
common wall dwelling units, we are unable to determine how much of the buildable land supply in
low density residential areas provides a realistic opportunity for zero lot line dwellings.

83 Cost burden is a concept used by HUD. Utilities included with housing cost include electricity, gas,
and water, but do not include telephone expenses.
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half (53%) of Lake Oswego renters paid more than 30% of their incomes for
housing. In 2008, the median value of Lake Oswego owner-occupied
homes was six times the median income for Lake Oswego households, and
nine times the median income of regional households. These findings
indicate a need to provide for more affordable housing types and densities
in Lake Oswego.

In 1980, the Lake Oswego Comprehensive Plan projected the USB
would reach “saturation” and a population of approximately 50,000 - in the
year 2030. Today, the population of the USB is approximately 43,000 -
7,000 below this projection.

To meet identified housing needs, the number, type and density of
housing in Lake Oswego will need to be marginally increased. These
increases are reflected in the revised (and revived) population projection for
the Lake Oswego USB of 50,000. To reach this population, some 3,146 new
dwelling units will be needed.

Based on the analysis in the preceding chapters, we recommend that
the City consider the housing needs projection in Table 7-1 (also shown
earlier in Tables ES-4 and 6-4) as one possible means to accommodate an
additional 3,146 new dwelling units consistent with local and state housing
objectives.

Table 7-1: Housing Need Projection by Type and Tenure

Owner-Occupied Renter-Occupied Total
Housing Type New DU Percent| New DU  Percent| New DU  Percent
Detached Large Lot SF (>5,000 sq ft) 585 29% 44 4% 629 20%
Detached Small Lot SF (<=5,000 sq ft) 566 28%[ 63 6% 629 20%
Attached SF (Rowhouses, SDUs, Zero Lot Line) 566 28%[ 63 6% 629 20%
Duplex/Accessory Dwellings 31 2% 283 25% 315 10%
Multi-Family (Apartments, Condominiums, ALF) 283 14%[ 661 59% 944 30%
Total 2,031 100% 1,114 100% 3,146 100%

Source: Winterbrook Planning

Clearly, the percentages in Table 7-1 can be adjusted; however, the shift
towards more affordable housing types and densities is necessary to
provide financially attainable housing opportunities for existing and future
Lake Oswego residents.

This projection is designed to meet the needs of specific household
groups - including Lake Oswego’s senior citizens and younger families
with children who currently work in the community.
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7.2 LAKE OSWEGO COMPLIANCE STRATEGY

Lake Oswego has several policy options for meeting housing needs as
projected in Table 7-1 and to provide the opportunity (under clear and
objective standards) for meeting the 10 dwelling unit per NBA and 50%
attached dwelling unit standards.

1. Mixed Use Zones - to decrease uncertainty and comply with
Division 007 standards:

a. Consider amending mixed-use zones intown centers and
along transit corridors to encourage redevelopment with
attached, higher density attached and multifamily housing
under clear and objective review standards.

b. Review development standards to ensure that they do not
impede residential investment in town centers and along
transit corridors.

c. Consider making allowing certain “exceptions” that
increase land use efficiency in mixed use zones under
objective standards, to increase the likelihood that they
will be used.

2. Low and Medium Density Residential Zones - Consider re-
designating some low density residential areas, with substantial
amounts of partially developed land near transit corridors and
town centers, to medium density residential zones (such as R-5,
R=3 or R-2).

a. Consider adopting a new R-4 small lot single-family zone,
to be used in combination with courtyard infill
development standards in partially developed areas as
shown in Appendix E.

b. Consider amending use standards in low and medium
density residential zones to allow for more efficient infill
development by encouraging (under clear and objective
standards):

i. Duplexes on corner lots in low and medium density
residential zones;

ii. Courtyard infill development in low and medium
density residential zones near transit corridors and
town centers (small-lot single-family organized
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around an internal courtyard as illustrated in
Appendix E);

iii. Cottage development (small, single-family detached
dwellings developed as condominiums in medium
density residential zones);

iv. Secondary dwelling units in all low density
residential zones.

c. Consider amending development standards in low and
medium density residential zones (access, open space, lot
dimensions, setbacks, height, tree preservation, parking) to
encourage more efficient residential development. 84

d. Consider adopting density averaging standards in inner
neighborhoods, that would allow retention of larger (than the
minimum allowed) lots for existing homes, while encouraging
smaller infill lots, so long as the average lot size is not less than
the minimum allowed in the zone.>

3. High Density Residential Zone - Consider amending the R-0
zone and development standards related to parking, open space
and building height to allow for substantially higher densities
under clear and objective standards - especially in the areas east
of State Street.

a. ‘Density and Height: Consider increasing allowable densities
and heights along the lines of Portland’s R-1 zone, which
allows 43 units per acre.

b. Parking: consider reducing parking requirements in the R-0
zone by half (now 1.5 per 2 bedroom apt; 1.25 per 1 bedroom
apt; and 1.0 per studio apt);

c. Landscaping: 20% landscaping on net buildable land makes it
difficult to achieve urban densities; consider making

84 Note: the City Council recently reduced open space requirements for development with
less than two acres. This is an example of the kind of changes needed to encourage
efficient infill development. See LOC 50.46 which states that you the 20% open space
requirement only applies to sites of 75,000 sf or more in size. (Sites that are less than 75,000
sf only have to provide open space in areas identified as natural resource areas under LOC
50.17 or mapped trails. See LOC 50.46.010 (1).

8 For example, in the R-7.5 zone, two 5,000 square foot infill lots could be allowed if 12,500
square feet are retained for the existing house.
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allowances for meeting landscaping requirements on
unbuildable (sensitive) land.

. Lot Coverage: the 40% lot coverage maximum makes

structured parking that’s not beneath a building very difficult;
consider allowing greater lot coverage.

FAR: the 1.4:1 building floor area ratio may need to be
adjusted to allow taller buildings or independent parking
structures.

Buffer Standards: the R-O zone includes subjective buffering
requirements in downtown areas; consider removing or
objectifying and limiting these standards.
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