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.- Donald V. H. Walkar
- Mosr.eve-ryb?)dy W{it should b

. done; somae thought  couid be done. -

"7 - ideas foc presenving Bou!der's scanic
-+ " beauty and pine~covered mountain -
. .-~ backdrop wera axprassed as sarty as
i =.--1910. fredenc Law Oimsted. &. pre-

sented a plan that envisioned the pres- '

grvation of the mountains and streams
. - @s open green space. .. -

Boulder, Colorado 1s situmted atthe

base o the Front Range of the Rocky
Mountains at the weslem sdge of the
Great Plains. The immediate environs
- -include a low mesa framing the valley
" on the east and the majestic Rockies
nsing 1o over 14,000 feet on the west.
Mountain streams meander through the
- valley. Boulder Creek bisects a city of
. . 85,000 people. e

Dimsted's plan was farsightad, but like
80 many, no &ction to implement it was

. ever taken. Among the townspeople

there was an almost euphonc feeling of
well-heing. They had no great concem

- that the natural beauty surrounding the

crty would ever be disturbed. They as-
sumed their precious mountains would
always remain natural; the pasture
lands on the north, south, and east
would remain open lorever. It was taken
for granted that these lands already be-
longed to everycne. Nature was there,
only 5 minutes from downtown, for all
who wanled to behold the views or hike
through the rees, These lands were

_ claimed by alt Bouldsr's citizens as

“theirs” personally.

Change was inevitable. Visitors took
seriously the chamber of commerce
sign that spanned the small road into

town" “Stay Awhile. Play Awhiie Boul-
der Welcomes You.” This small college
lown was gong Lo grow

Growth and change came slowly at
first. The University of Colorado. estab-
lished in 1880, formed the core of busi-
ness activity. It was not unti 1950,
when the population had grown 10
20,00C, that the first signs of acceler-
ated growth in Bouider were evidenced.
The city was almost doubled 1n size by
1960, the popuiation reaching 37,718.
By 1970, the figure was 66.870 and ap-
proximately 80,000 by 1975. Open pas-
ture land was disappearing. Develop-
ments were planned for the mountains.
The small state university had grown to
over 20,000 students. Was this very
special setting that ail had come !¢
enjocy ic become a sea of buildings?
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By 1958, the citizens of Boulder had
become concerned about the potential
loss of “their” mountains. They went Lo
the polis and passed a chaner amend-
ment estabiishing the "blue line,” an
elevation above which the city would
not supply water. Growth continued.
More action was going to be necessary
if this growth was to be checked and
the mountains preserved.

Nine years after the blue line was es-
tablished and after an extensive educa-
tional campaign was waged. Boulder's
citizens, supported by the city councii,
voted tc tax themseives an addilional
one cent sales tax, 40 percent of which
was to be earmarked for the acquisition
and protection of open space lands.
The mountain backdrop was a first
priority. Boulder's open space program
was setl in motion with the initial annual
wenue estimated to be approximately
400,000.

In 1970, a cornprehensive plan was
adopted that encompassed the entire
58 square-mile valley. This plan desig-
nated. while not being specific to prop-
erties, large expanses of open space.
No zoning was implied by the green
ink; it iflustrated onty what was desired.
The open space designatians inciuded
about 28 percent of the Baulder Valley,
16 square miles. With the continued
pressure of growth, however, it sccn
became apparent that the designations
probably would see the same fate that
Olmsted’s ideas saw some &0 years
earlier. The sales tax revenues would
nct be enough.

In 1971, another charter amendment
was placed cn the ballol "to allow the
city council, without approval by [fur-
ther] vote of the qualilied electors of the
city, to create and incur indebledness
of the city, and lo issue bonds to evi-
dence the sarne, payable from and
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pledging funds and revenues ear-
marked and commiftted to purposes of
acquisition of open space real property
or interests therein.”

With sales tax revenues appreaching
$1,000.000C annually, the cily council, in
1973, passed an ordinance estabiish-
ing the Open Space Board of Trustees,
a citizens’ board consisting of five

mermbers appointed for S-year terms. In

1974, the board recommended and the
city council passed Boulder's unique
Open Space Plan.

The authors of most open space plans
often succumb 1o the temptation to in-
clude requirements and details that
constrict and limit acquisitions. The
enormity of a project to purchase over
10,000 acres of land, all in smatl own-
erships, many times causes one tc de-
fine precisely when and where a cenain
property should be purchased. These
myriad details often doom the preserva-
tion of open space to remaining just
anoather idea that is never implemented.
Boulder's plan establishes "a flexible
program that will achieve the maximum
benefit. . . by establishing the bound-
aries of the "discipline’, thus giving the
concept a direction, ™

The Open Space Plan does not aftempt
to define open space The plan specifi-
cally "recognizes the difficufty and
danger of attempling to define the con-
cept of Open Space.” It states: “Inher-
entin an explicit definition are fimiting
and controlling elements that would re-
strict the program. Definition and im-
plemenlation of this Open Space pro-
gram can best be served by determin-
ing the Purpose, Functicn and Use of
the lands or interests 1o be acquired.”
Some examples are:

e Preservation of natural areas
characterized by: unusual lerrain,
unusua! flora or fauna native or
unique to the area; unique
geologic fcrmations; water re-
sQurces; Scenic areas or vistas;

wildlife habitar or fragile ecosystems,

e Preservation of open space for
passive recreational uses such as
hiking, bicycling, horseback nd-
ing. nalure studies.

® Preservation of areas for agricul-
tural uses

e Lulization of open space lands lor
shaping the deveioprnent of the
city. limiling urban sprawl, and
disciplining growth.

While the Boulder Valley Comprehen-
sive Plan provided guidelines for open
space locauons and the general sizes
desired, the board and the adminisira-
tion felt the addiional need for esiab-
lishing priority ratings for the areas des-
ignated. These priority ralings would do
nothing more than indicate areas of
emphasis.

Properties in the area given a hrst prior-
ity rating would receive aggressive ac-
tion from the admintstration. Second
and third pnority areas wouid-receive
aftention only in response {0 a direct
need—ior example, i they are
threatened by development or if the
landowner 1s actively attempling to sell.
A pricrity rating does not automaticaily
indicate that any pasticular property wiil
be acquired. Should a property not be
recommended for purchase. the land-
cwner is able 16 sel! or deveiop his
property as if there had been nc cpen
space designation indicaled. Again,
the plan states that the priority designa-
tion was structured “to allow the admin-
istration suff:cient flexibility and to
avoid putting the city at a senous dis-
advantage in the real estate market.”

The need for maximum flexibility in
competing in the marketplace cannct
be overstressed. The city must be able
to compete in the real estate market
with the flexibility of a private pur-
chaser. It must have the freedom 1o
suspend negotliations on one particuiar
property and consider another To
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Boulider's natural sefting at the base of the snow-capped Rocky Mountains. Open meadows form the doorstep lo the Cily as viewed [rom the mesa
on the eastem penmeler of he valiey. The Cenver-Bouider Turnpike is seen as it enters from the gast.

create a need for a parlicular property
is 10 create an unsatislactory atmo-
sphere lor negotiations. A property
owner might not want to sell his land at
alt, and to force a sale could resultin
terms unsatislaclory to both buyer and
seller. The city might then have to use
the power of eminent domain and the
seller would end up with all cash. While
the seller would have ceftain reinvest-
ment opportunities to defer federal in-
come tax liability as a result of thisin-
voluntary transfer. the probiems created
can be manifeld. The situation is even
more unfortunate when it is considered
that the seller may have had no im-
mediate interest other than continuing
the same use as desired by the city.
Acd the need for cash. thus impacting
ihe available funds for other purchases,
and il becomes obvious that “need to
have now™ attitudes can be costly lor
ail. | hasten to add, however, that while

Boulder has had to use its right of emi-
nent domain in only four instances, it
mus! still be thought of as a toe! that
can be used, aithough only after seri-
ous consideration.

The open space designation has now
been expanded to include approxi-

mately 38 percent of the Boulder Valley.

Over 14,000 acres are designated for
purchase. Today, rights to over 8 000
acres of land have been acquired at a
contracted purchase price of approxi-
mately $13,000,000. Aclual cash ex-
pended is approximately $9 500.000.
Since 1568. the city has collecled
$6,773.000C in sales tax revenues and
has sold $4,000.000 'n open space
bonds. Sales tax revenues for 1977 are
projected to be $1,150.000.

Important to the success of this pro-
gram is sound financial planning and
management. Tables A, 8, and C are
reproductions of a computer printout
developed for projecling revenugs and
expenses over the nex! 10 years. This
printcut can be run at any time chang-
ing the input to reflect any update or
variable desired. It has proved lo be a
valuable toal in negoliating terms that
are consistent with the program’s over-
atl objectives. With fixed revenues and
limited bond capability, the purchases
must be designed and structured so
that any single Iransaction does not se-
verely impact! the fund

urban landroctober 77 7
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Table A shaws the projected revenues
and tixed expenses. The “Begin Bal-
ance” line reflects the monies carried
forward from the previous year(s) Nole
that this particular projection con-
templates no monies carried forward
into 1978, demonstrating the impact on
the fund f afl cash monies on hand
were expended in 1977, “Sales Tax"
projections are based on histoncal data
and. while not shown on this printout,
are projected to 20 years. This 20-year
projection is necessary (0 predict the
principal amount of bonds that could
be sold in any year. The principal
amount of bond capability is limiled by
the charter amendment (o 50 percent of
the projected revenue for the next 10
years.

Table B shows that the individual and
total option payments amount (o
“837.673.

1able C summarizes A and B adding
the bonding element. The “Bond Bal-
ance Available” line indicales that
35,181,526 is available as the total
amount ¢f bonds thal could be soid,
bringing the “Tolal Funds Availabie” to
$6.376.463. However, with no bond
sales contemplated, the "Net Available
Year"” reflects $1,194, 937 available for
expenditure in 1977. Should the entire
amounl be expended in 1977, $421,291
would be available in 1978, without any
bond saie.

These illustrations of the financial re-
sources and the amount of land to be
acquired make quite clear the need for
negotiating flexibility. The printout also
demonstrates the impact a large cash
expenditure would have an the overall
tunding.

Many different purchase methods have
been used, such as purchase of scenic
easements and deveiopment rights. A
majority of the purchases have been
negatiated using variations of rolling-
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option agreements. By this method. the
city agrees to purchase and receives a
deed for a portion of the property in
the first year, thereby oblaining the op-
tion lo acquire another portion the fol-
lowing year. and so on. Usually. in the
year the agreement is reached. a sub-
stantial option payment is made. This
option money is not taxable income
until the options are exercised.
Throughout the contract-option period.
a portion of the option money is allo-
cated to the number of acres acquired
at each option date. The city also ob-
tains a lease on the entire property
under option. Many times the property
is then leased back to the propenrty
owner.

While it may seem that [ overstress flex-
ibility, the lollowing example should
demonstrate its value. tn 1975, we
negotiated a lease and option agree-
ment on a parcet of land containing
approximately 1,300 acres. The total
option price was $1,575,000. It was ad-
visable for the city to stay in a strong
cash position and yet not sell bonds.
Table B illustrates the final option pay-
ment schedule negotiated. The pay-
ments made in the first years were
$£48,700 in 1976 and $72.800in 1977.
This was beneficial to the city, consid-
ering the negctiations that were and are
underway on other sizeable parceis.

Regarding purchase methods, | think a
briel description of some of the con-
cepts that are being foliowed is in or-

der. It is my opinion that we have an ob-

ligation ta investigate and structure
every acquisition to achieve the most
desirable net result for the seller while
being responsibie to the public at the
same time. Once the market vaiue of a
property has been delermined, and we
are in a position of not having 1o buy
now. negotialions can proceed in an
atmosphere conducive to determining
the best possibie terms for both seller
and buyer Tax considerations are

paramount, and the advantages that are

available to both the city and the seller

are sudstantal. Some possibilines fol-
low:

& The use of a long-term cbligation
contrac! bearing interest 1s advan-
tageous (o particular sellers. This
deferred-payment instaliment con-
tract would carry interest, toc bhe
paid by the city. The interest would
be exempt from federal income

~tax. This type of purchase can
benefit the city and the seller.
Some of the benetits thal are en-
joyed by the seller can be shared
with the city by discounting the
purchase price.

® Ajandowner may make gifts of all
or part of appreciated real estale
to the city and take a deduction on
his federal income tax equal to the
fair market value of the donated
property. The deduction, however,
may not exceed 30 percent of the
landowner's annual adjusied grcss
income. Any excess contribution
may be carried forward 5 years,
the 30 percent limitation applying
to the carry-forward years. A seller

" with substantial other income

could benefit greatly from this
method, and the city could acquire
property at a reduced cost.

The implicaticns cf this method to both
the city and seller should be worked out
in detail. A hypothetical computation
should be developed showing the tax
conseguences and the after-tax flow
position of a sale lo a non-tax-exempt
buyer in a fully taxable transaction.
Contrast this ta an illustration of how the
same afler-tax cash flow can be reat-
ized in the transacticn with the city, at a
lower purchase price. with the gift ele-
ment involved., Obvicusly, when the
taxpayer has no other substantial in-
come, the potential benefits decrease.

The “bargain sale” and use of tax-
exempl interest methods could be
combined compounding the benelils to



Table A

1976 1977 1978 1979 1880 1981 1882 1883 1964 1985 1986
$ H H $ $ $ H s H $ $

Revenues
Begin Baiance 1405331 835.2%
Bonds Sold
Sales Tax 1081165 1,152,197 1237417 1394.158 1533574 1,686,932 1855625 2,041,187 2245306 2469837 2.716.820
fnlerest Earmed 38.640
Program Income 30.00C 35.090 38,599 42.459 46,705 51375 56,513 62,164 68.380 75219 B2.741
Granis
Coninb./Misc. 3,000 3.000 3.000 3.000 3.000 3.000 3.000 3.000 3.000 3.000 3.000
Total Revenues 2.568.146 2,125577 1,309.016 1,439.617 1,583,279 1, 741307 1.915138 2106351 2316.686 2548056 2.802.561
Expenses
Deot Service 322,777 322.7T7 3227717 322777 322377 322.777 22777 322777 322777 322777 322777
Maintenance 42,900 47.19C 51.909 57.100 62.810 69,091 76,000 83.600 91,960 101,156 11272
Propeny Taxes 2.000 3.000 4,000 5,00C 6,000 6.000 6.000 6.000 6.00C 6,000 6.000
Leases
Purch, Expense 20.000 20.000 20.000 20,000 20.000 20.000 20,000 - 20.000 20,000 20.000 20.000
Total Expenses 387,677 392,967 398 686 404 877 411,587 417,868 424777 432377 440,737 449,333 460,049
Table B
Options Payable
Gallucc 10,000 2.000
Dunn 60,500 60.500 55.000
Culberson 34 500 34,500
Frasier 26.500 26,500
Anderson-Debacker 33.570 33,570
Boulder Land 64,395 61,757 60,595 58,754 56,345 55,174 54,003 51,483 48,823 47,920
Gebhard 28,000 28.000 28.000 36.400
Mann 56.448 30.202
Hedgecock 53,000
McKenzie 208,443
Cunnmingham 26.919
Schneider 14,000 8,400 .
McCann 27.778 271.7718 27.778 27.778 27.778 27.778 27778
Burke 60,000 60.000 80.000 60.000 60.000
Kaulman B4.260
Wittemye! 91.666 91.665 91,666 91,666 91,666 91,666 91.666
Rudd El Al 48,700 72.800 165,000 168,800 168.800 168.800 169.800 168.800 227614 216.657
Towal Options $28.679 537,673 489,039 443,398 405,189 251,752 259,541 220,283 274,437 264,547
Cash Purchases 316,500

urban Iand/oc'tober 77 9
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Table C
19?6 1877 1978 1979 1980 1981 1982 1983 1984 1985 19686
s H 3 $ s s s s $ s s

Summary
Total Revenues 2.568.146 2125577 1.309.016 1.439.617 1,583,279 1747307 1915138 2,106.351 2316686 2.54B 056 2.802.561
Total Expense 87 677 392.967 398.586 404 877 411,587 417 868 424 777 432377 440.737 449.933 460.049
Total Options 928 679 537,673 489.039 443393 405,189 251,752 250,581 220.283 274 437 264 Sa7
Cash Purchases 316,500
Net Avallable 935290 1,194 937 421,291 597,342 766,503 1.071.687 1,239,780 1453691 1601512 1833576 2.342.512
Bond Capability 8.368.699 9,181,526 10,099.679 11,109.647 12.220.612 13,442,673 14.786.940 16,265.634 17.892.198 19,681 418 21.649.559
Bonds Used 4,000,000
Bond Sale ['fr)
Debt Service-r
Bond Bal Avail. 438,699 5,181,526 6.099.679 7.109.647 B8.220,612 9442673 10,796.940 12265634 13,892,198 15681418 17.649.559
Total Funds

Available 5,301.989 6376463 6540970 7.700,989 B8 987115 10,514 360 12,926,729 13.719.325 15,493.710 17,514,994 19,992.071
Debr Serv /Bond Bal 396.481 470.249 553,576 545236 746.062 856,970 978,969 1,113,168 1.260.786 1,423,167 1.601.786
Net § Avaii. 4,907,508 5,906,214 5967,394 7.055.753 8241053 9.657.390 1,104,775 12,606,157 14,232,924 16.091.827 18.390.285
Net Avail -Yr 35,290 1,194,937 421,291 591,342 766,503 1,071,887 1239780 1,453,691 1601.512 1,833576 2.342512

the seller and the city. In one proposal
it was demonstrated that a purchase
rice of $2,200 per acre, paid by a
wax-exempt purchaser, resulted in a bet-
ter net-after-tax cash position to the
selier than a $3,500 per acre cash sale
t0 a non-lax-exernp! purchaser. These
methods can be used when a iess than
fee interest is to be acquired.

The preceding discussion illustrates
that use of acquisition dotlars can and
must be maximized if success is to be
achieved. The degree of success can
be equated 1o the amount of flexibility
presenl. imaginalive and creative so-
lutions are possible whereby the goals
and objectives of both public and pri-
vale interests are reached.

Today in Boulder virtually the entire
mountain backdrop has been preserved
through city acquisition. Emphasis is
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now on the agriculturally produc-

tive lands in the vatley. With this new
emphasis proper farm and range man-
agemenl has become critical. We have
developed a comprehensive farm man-
agement program. This program of
range land managerment and leasing is
consistent with the goals stated for the
open space program. The income gen-
erated is returned to the open space
fund.

On each property a detailed analysis is
undertaken 1o delermine the vegetation,
wildlife habital, and animal support
capacity. The land, in most cases. is
leased to tenant farmers on a sharecrop
basis or at an estabiished animal unit
rental. income from these feases is NOw
approaching the total cost of the
maintenance and protection of the
lands. It is our cbjective that these
productive lands generate sufficient yn-
come o maintain the entire open space
land ownership.

With Boulder's open space grogram 60
percent cornpleted. over 12.5 square
miles controlled, many positive factors
are evident. Growth has been directed
lo areas close to the core city. Sprawl
has been stopped. The natural setting
and scenic quality have been pre-
served. The core city is vibrant. Con-
struction is compiete cn a $2.000.000
downtown mall, and miilions of doilars
of privale invesiment in redeveloprment
have been commitied.

Perhaps most important of all, there is a
sense of pride and community satisfac-
tion in the knowledge thal the scenic
views and open spaces are now really
“ours. "

Donald V. H. Walker is the director of Real
Estate Services/Open Space lor the City of
Boulder, Colorado. He was a past president
of the Boulder Board of Reaitors. and was
Reaitor ol the Year in 1969 He 1s the author
of Bouider's Open Space Plan and the Spe-
cial Use Permit for South Boulder Creek
Project.





