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Group History

~

A In April of 2005, the Consortium made revenue stability one of its fo

Aln April of 2006, the «Revenue
discussion, begin research, and formulate ways to move forward.

A The Work Group (past and present) includes: Heather Balser, Don |
Brown, Frank Bruno, Carl Castillo, Carolyn Cutler, Megan Davis, Bc
Fleming, Dickey Lee Hullinghorst, Karen Imbierowicz, Gary Klaphal
Andrew Moore, Lisa Morzel, Paul Nilles, Ben Pearlman, Lisa Skum:
Jim Stevens, and Ken Wilson.
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The Current System

The municipalities in Boulder County were experiencing a number of proble
current system. The Revenue Stability Workgroup identified some key issue

EBig losers and winners

EUnproductive Competition

EDuplication and overbuilding of retail

FCol orado2s Fiscal Structure

ELand Use Decisions

Others in Colorado, especially on the Front Range, are also experiencing th
probl ems¢E£E£
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How are these problems playing out for local communi

A Lack of control and lost revenues in development decisions.

~

ADevel opment that doesn?2t best

~

A Inconsistent service provision (closures, cutbacks).

A Dramatic fluctuations in revenue from year to year:
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Possible benefits of a Regional Revenue Stabili

1. Revenue Retention
- Retain revenues |I@ralllger than subsidizing businesses

2. Predictability
- Stable revenuallows confidence in planning for service expenditures

3. Positive Regional Relationships
- Better, more constructive relationships among communities

4. Better Decision Making
- True setfetermina@mo no muni ci pality feel
planning or development decision and overall greater coapatatign in deci

- Less overbuilding, and therefore more productive use of retail and comi
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Percent Change in 2007 to 2008 Sales Ta®@Rdyearfugsulder
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Current Economic Environment

A Sales tax revenues are declining across the State.
A New development has all but stopped and very little is planned in th
A Perfect time to implement a revenue sharing agreement:

U Before the next «ramp up- of

U Hel p citi es «weather the stor
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Why now?

1.

Volatility increasing over last 10 years
- Peaks and valleys are more pronounced, cycle is faster, ar
stores are getting bigger.

Long term benefits
- Value of letgym benefits over potentiairshgsin.

Opportunities are limited and shrinking
- Approaching-louild

Compete better when we cooperate

10
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Established Revenue Sharing Systems

The idea of revenue sharing between governments is not new.

Revenue sharing systems are established and successful in:

>

City of Modesto and Stanislaus County, California

)

Towns of Gypsum and Eagle, Colorado

>

Cities of Westminster and Thornton, Colorado

>

Cities of Minneapolis and St. Paul, Minnesota

>

Meadowlands Area (14 municipalities and 2 counties), New Jersey
And many ot hers¢&E

The group also initially explored
decided to focus on revenue sharing agreements.

11
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Project Initiation

A

Ve

A

BBC Research & Consulting met with small groups from eac
municipality including elected officials and finance directors.

Discussions centered around revenue stability issues, each
muni ci pality2s goals for th
methods.

From these discussions, BBC was able to narrow down
potential methods to examine and better direct and lead futu
working group meetings.

12
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Possible Methodologies to Consider

We first asked members of the Working Group to consider the
following methodologies for a potential revenue sharing system:

**Population**
**Spending Power**
Lowincome Adjustment
Trip Generation

**Regional Land Banking**

**_eakage Adjustment**
Sales PSF Adjustment
Policy Bonus Points
Merchant Type

CIP Weighting

13
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Possible Methodologies to Consider

Examinegbé&rcentage point of incremental sales tax revenues from each
municipality.

Considered what do to in cases of declining revenues from year to year.

Examined alt geelicated sales taxes for each municipality, the maximum
unrestricted was 1.5 percent.

Other taxes could be shared, but we focused on sales taxes for this study.

14
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Population

A Description

U Distribute incremental sales tax based on share of
total population (e.g., 50% of population = 50% of incremental sa

A Pros )
ACons

U Simple to explain to voters ) _ _ _
U Ignores income differentials

U Ease of administration ) _
U Ignores commuting patterns

15
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Spending Power

A Description

U Distribute incremental sales tax based on weighted measure of s
each community

U Higher spending powedigher distribution

A Pros

U More equitable than pure population allocation
A Cons

U Ignores commuting patterns

U Does not discuss need (low income communities
receive less of incremental sales tax)

16
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Regional Land Banking

A Description

U Each community contributes to pool of future
regional retail sites
U Based on percentage of total land contributed, each community receives its share of sale:
by retail on those sites
A Pras
U Communities have choice to participate or not
U Promotes{tmmpetition between communities
A Cons:
U Who decides what is considered OK to contribute to
land bank?
- Is there a minimum standard?
U Different development standards for each City

- One could donate bad land and essentially be a free rider

17
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Leakage Adjustment

A Description

U Using annual sales tax revenues and population counts, determine whic
or import shoppers

U Share the incremental sales taxes to those communities
that leak shoppers
A Pros
U More equitable than current «win
U Discourages communities that currently leak shedppans ¢smwese
A Cons

U4 Harms towns with «unigue <charact
(.e., towns with unique boutique shop and
retail areas that automatically import shoppers)

18
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Background Financial Data

General Fund Sales Tax Revenues

2000 2001 2002 2003 2004 2005 2006 2007
Boulder $ 34,371,311 $ 32,296,119 $29,747,908 $28,277,332 $28,688,017 $ 29,416,593 $ 31,505,885 $35,487,193
Eie $ 1,417,497 $ 1,781,754 $ 1,781,426 $ 1,974,172 $ 2,130,343 $ 2,381,629 $ 2,466,172 $ 2,561,584
Lafayette $ 3,648,750 $ 4,882,252 $ 4,965,407 $ 5,194537 $ 5,631,759 $ 6,196,060 $ 7,037,401 $ 7,077,172
Louisvile $ 5,979,459 $ 5,733,374 $ 5,553,490 $ 5,649,549 $ 5,885,052 $ 5906516 $ 5,414,210 $ 5,594,074
Superior $ 2,179,050 $ 3,177,039 $ 3,415,629 $ 3,819,404 $ 4,325244 $ 4,592,127 $ 4,773,811 $ 4,734,115

Incremental Sales Tax Revenues (year over year)

2001 2002 2003 2004 2005 2006 2007
Boulder $ (2,075,192) $ (2,548,211) $(1,470,576) $ 410,685 $ 728576 $ 2,089,292 $ 3,981,308
Eie $ 364,257 $ (328) $ 192,746 $ 156,171 $ 251,286 $ 84,543 $ 95,412
Lafayette $ 1,233,502 $ 83,155 $ 229,130 $ 437,222 $ 564,301 $ 841,341 $ 39,771
Louisville  $ (246,085) $ (179,884) $ 96,059 $ 235503 $ 21,464 $ (492,306) $ 179,864
Superior $ 997,989 $ 238,590 $ 403,775 $ 505840 $ 266,883 $ 181,684 $ (39,696)
One Percentage Point of Incremental Revenues for Redistribution

2001 2002 2003 2004 2005 2006 2007
Boulder $ - $ - % - $ 244,455 $ 433,676 $ 1,243,626 $ 2,369,826
Erie $ 104,073 $ - % 55,070 $ 44,620 $ 71,796 $ 24,155 $ 27,261
Lafayette  $ 352,429 $ 23,759 $ 65,466 $ 124921 $ 161,229 $ 240,383 $ 11,363
Louisville  $ - $ - % 48,030 $ 117,752 % 10,732 $ - $ 89,932
Superior $ 369,626 $ 88,367 $ 149546 $ 187,348 $ 98,846 $ 67,290 $ -
TOTAL $ 826,128 $ 112,125 $ 318,112 $ 719,096 $ 776,279 $ 1,575455 $ 2,498,382

Note: If incremental sales tax revenues were negative, contribution to redistribution pool was $0.

Source: Finance Departments of Boulder, Erie, Lafayette, Louisville and Superior.
19
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A Quantitative Methodology

U Using population data provided by DRCOG, we were able to det:
per cCitgpopupton.of t he t ot a

City?2s

2000 2001

Boulder 63% 63%
Eie 4% 4%
Lafayette 15% 15%
Louisville 12% 12%

-

2002

62%

5%
15%
12%

2003

62%

5%
15%
12%

2004

62%

6%
15%
11%

2005

60%

7%
14%
11%

2006

60%

8%
14%
11%

2007

59%

9%
14%
11%

\Qipedrie inghddessiaoth EBouldes anddVelds oundy popssal

ions.

U We then used these percentages to distribute the 1 percentage r
revenues up for redistribution in each year.

20
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2001 2002 2003 2004 2005 2006 2007 Cumulative
Boulder
Status Quo $32,296,119 $29,747,908 $28,277,332 $28,688,017 $29,416,593 $31,505,885 $35,487,193 $215,419,047
With Redistribution $32,816,130 $29,817,856 $28,474,128 $28,886,318 $29,451,659 $31,201,336 $34,589,852 $215,237,278
Annual Gain/(Loss) $ 520,011 $ 69,948 $ 196,796 $ 198,301 $ 35,066 $ (304,549) $ (897,341) $ (181,769)
Erie
Status Quo $ 1,781,754 $ 1,781,426 $ 1,974,172 $ 2,130,343 $ 2,381,629 $ 2,466,172 $ 2,561,584 $ 15,077,080
With Redistribution $ 1,714,319 $ 1,787,093 $ 1,935,942 $ 2,128,190 $ 2,367,335 $ 2,574,156 $ 2,766,590 $ 15,273,624
Annual Gain/ (Loss) $ (67,435) $ 5,667 $ (38,230) $ (2,153) $ (14,294) $ 107,984 $ 205,006 $ 196,544
Lafayette
Satus Quo $ 4,882,252 $ 4,965,407 $ 5,194,537 $ 5,631,759 $ 6,196,060 $ 7,037,401 $ 7,077,172 $ 40,984,588
With Redistribution $ 4,651,622 $ 4,958,066 $ 5,175,496 $ 5,611,111 $ 6,146,899 $ 7,023,287 $ 7,426,016 $ 40,992,498
Annual Gain/ (Loss) $ (230,630) $ (7,341) $ (19,041) $ (20,648) $ (49,161) $ (14,114) $ 348,844 % 7,910
Louisville
Status Quo $ 5,733,374 $ 5553,490 $ 5,649,549 $ 5,885,052 $ 5,906,516 $ 5,414,210 $ 5,594,074 $ 39,736,265
With Redistribution $ 5,832,714 $ 5,566,862 $ 5,638,880 $ 5,849,964 $ 5,984,203 $ 5,592,769 $ 5,783,913 $ 40,249,304
Annual Gain/ (Loss) $ 99,340 $ 13,372 $ (10,669) $ (35,088) $ 77687 $ 178559 $ 189,839 $ 513,039
Superior
Satus Quo $ 3,177,039 $ 3,415,629 $ 3,819,404 $ 4,325,244 $ 4,592,127 $ 4,773,811 $ 4,734,115 $ 28,837,369
With Redistribution $ 2,855,753 $ 3,333,984 $ 3,690,548 $ 4,184,832 $ 4,542,829 $ 4,805,931 $ 4,887,768 $ 28,301,646
Annual Gain/ (Loss) $ (321,286) $ (81,645) $ (128,856) $ (140,412) $ (49,298) $ 32,120 $ 153,653 $ (535,723)

EIf municipalities contributed marerdesatadie point, annual and
cumulative effects would be larger.
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Spending Power Method

A Quantitative Methodology

U Using median household incomes for each City from 2000 to 20C
percentage of that household income spent on sales taxable goc
to determine the total sales taxable expenses for each householc

U We then multiplied that number by the number of households in «
determine total sales taxable expenses for each City for each ye:

U Finally, we cal cul at-€itysakeataxableC
expenses for each year. We used these percentages to distribute
point of sales tax revenues up for redistribution in each year.
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