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ATTACHMENT A

CITY OF BOULDER
CITYWIDE PRICING POLICY GUIDELINES

L DUCTION

k, . Thi: g'uidelirnes‘ in this document represent the City of Boulder’s approach to establishing user fees.
The guidelines provide a framework for individual departments to use in identifying services which
should be fee-based and in determining the appropriate level for the fee.

In addition to the citywide guidelines, each department will have a written policy describing the
method for setting user fees within that area. As an individual department’s user fees come up for
a comprehensive review by Council, they will be evaluated in terms of the guidelines and, if
appropriate, a plan for aligning them more closely with the citywide guidelines will be implemented.

II. RVIEW

A, When establishing user fees, the following should be taken into consideration:

o 1. Whether the service benefits the community in general or only the individual or
group receiving the service.

2. Whether the individual or group recéi‘)ing the service generated the need and
therefore the costs of providing the service.

3. Whether imposing the full cost fee would pose a hardship on specific service users
or other providers.

4. Whether community values sanction taxpayer subsidization of the cost of service for
certain special needs individuals (e.g. disabled or low-income).

5. Whether the level of the fee affects demand for the service:

a. Is it possible and desirable to manage demand for a service by changing the
level of the fee? (Increasing a fee may cause significant decline in demand
for the service and, correspondingly, decreasing a fee may create a significant
increase in demand.)

b. Are there competing providers of the service in the public or private sector?
(The existence of competition may determine a competitive "market rate” for
the service.)
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The general guidelines of the City of Boulder regarding user fees is based upon the following
considerations:

A. Full Cost Recovery:

I User fees should recover the full cost of services which benefit specific groups or
individuals. An example of this type of service is beach operations at the Boulder
Reservoir.

2. User fees should recover the full cost for those services provided to persons who

generate the need for those services. An example of this type of service is a special
event that requires Police presence.

3. The following criteria are used to determine if a service should be included in this
category, keeping in mind that a service does not have to meet every criteria:

a) The individual or group using the service is the primary beneficiary.
b) The level of service use attributed to a user is known.

c) Administrative costs of imposing and collecting the fee are not excessive.

d) Imposing a full cost fee would pot place the City at a competitive
disadvantage.

€) The service is usually provided by the private sector, but may also be (’"‘
provided by the public sector. ‘\
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B. Partlal Cost Recovery:

1. User fees may recover less than full cost for those services for which the City desires
to manage demand. An example of this type of service is the Downtown Employees
Bus Pass Program.

2. User fees may recover only partial cost from those individuals who cannot pay full

cost due to economic hardship. An example of this type of service is the Reduced
Rate Program in the Parks and Recreation Department.

3. A user fee may not recover full cost if competitive market conditions make a full cost
fee undesirable. An example of this type of service is an aerobics class offered
through the Parks and Recreation Deparunent.

4, The following criteria are used to determine if a service should be included in this
category, keeping in mind that a service does not have to meet every criteria:

a) Services benefit those who participate but the community at large also
benefits.

b) The level of service use attributed to a user is known. { -

c) Administrative costs of imposing and collecting the fee are not excessive. -
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Imposing a full cost fee would place the City at a competitive disadvantage.
The service is usually provided by the public sector, but may also be provided
by the private sector.

C. No Cost Recovery:

1. Tax dollars should support essential City services that are available to and benefit
everyone in the community. An example of this type of service is City Clerk election
services.

2. The following criteria are used to determine if a service should be included in this

category, keeping in mind that a service does not have to meet every criteria:

a)
b)

c)
d)

e)
f)
g

The service is equally available to everyone in the community and should
benefit everyone.

Because the service is basic, it is difficult to determine benefits received by
one user.

The level of service attributable to a user is not known.

Administrative costs of imposing and collecting a fee exceed revenue expected
from the fee.

Imposing the fee would place the City at a serious competitive disadvantage.
The service is primarily provided by the public sector.

Charging a fee would result in undesirable behavior.

D. Enterprise Center:

1. User fees could recover more than the full cost for a service in order to subsidize
other services provided to the community.

2. The following criteria are used to determine if a service should be included in this
category, keeping in mind that a service does not have to meet every criteria:

a)

b)
c)

d)

¢

Individuals or groups benefit from the service and there is little community
benefit.

The level of service use attributable to a user is known.

There is excess demand for the service; therefore, allocation of limited
services is required.

Administrative costs of imposing and collecting the fee are not excessive.
The service is provided at market price by the private sector.

E. Other Considerations:

1. Administrative costs of collecting fees should be small relative to the revenue
generated from the fee.



2. Non-residents do not pay the full level of City taxes. Therefore, non-residents will
pay a premium of ___ above the standard fee for the service. (The current pricing {
policy guideline is 20% above the standard fee; would Council like to increase this "_’
percentage?)
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.~y . . 1 Direct Costs

Direct costs are all the specific, identifiable expenses associated with the actual provision of
a service.

. 2, Indirect Costs

a. Department Qverhead

Départment overhead includes the administrative costs of the Department and
earmarked operating reserve accounts, Fund debt service (when part of the cost of
providing a service), and contractual payments as appropriate.

b. Citywide Overhead (
=

Citywide overhead includes the costs of all the City’s general support services (e.g. ™~
Finance, Human Resources...) as well as citywide equipment replacement costs. In

e ..+ .. this costing of services, the 1994 Cost Allocation Plan identifies these costs, which

) are then distributed to cost centers.

. 3. Add-Ins/Take-Outs
T Wﬁen a éel:vice to the public is supported by activity budgeted in another cost center, fund
;. - - oOr department, the costs that activity are "taken out" of the cost center providing support and
’ "added in" to the cost center most directly providing the identified service to the public.

B. Fees
]. Full Cost Fee
A fee that recovers the total cost of a service (the sum of direct and all indirect costs).
2. Partial Cost Fee

A fee that recovers something less than the full cost. This could be a percentage of direct
costs, all direct costs, direct plus a percentage of indirect, etc. (
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3. Market Rate Fee

Once the market is defined by identifying all providers of an identical service (i.e., private
sector providers, other municipalities, etc.), then a market rate fee can be set. A market rate
fee is based on demand for a service. The fee is set at the highest level the market will bear
for the service in question.

C. Sourées of Funds

Funding sources for services provided directly to the public can include revenues generated
from taxes, grants, fees, or some combination of these three.
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