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Our Charge

• Establish long term, balanced revenue 
stream

• Determine best use of earmarking

• Determine strategy for renewing expiring 
sales tax



What We Found

• Sales tax is primary source of instability
• Sales tax productivity decreasing
• Expenditure inflation outpacing revenue 

inflation thus creating a gap
• Sales tax renewals won’t stabilize revenue 

nor close the gap
• Property tax stable, but Gallagher amend 

impacts revenue diversification



Problem Framework
Right Bundle of 

Services
• What are the desired 

government services?
• What does it cost in 

current dollars?

Revenue Structure
• What diversification of 

revenue tools would 
stabilize our system?

• How do we preserve 
the revenue we have?

• How do we grow our 
revenue to match 
expenditure inflation?

Policy Issues



Business Plan Refresher

• Funding Levels/Investment Strategies 
– Fiscally Constrained (2006 Funding Level)
– Action Plan (first new dollars)
– Vision Plan (Full Set of services)

• Service Necessity & Service Standards
– Essential
– Desirable
– Discretionary



Right Bundle of Services

Right Bundle of Services

• 2006 bundle of 
services = $110M(FC)

• Essential Services = 
$12M more

• Total Desired Services 
= $37M more
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Problem Framework
Revenue Structure

• How do we grow 
revenue at 4%

• Property tax grew at 
4%, projected at 2.5%

• Fine & fees grew at 
5.8% projected @ 
2.5%

• Sales Tax Grows at 
3%

$-

$50,000,000

$100,000,000

$150,000,000

$200,000,000

$250,000,000

$300,000,000

$350,000,000

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

Total Revenue (With Reauthorizations of 2011, 2012, 2015 & 2024 Taxes) Total Expenditures Incl. Critical Deficiencies & Growth



The amt of $
generated in 2030

with existing revenue
& sales tax system

with sunsets
2006 GF 
Baseline

Essential = $1 0 M  

Essential  Services

Desired = $37 M
at 4% inflation =
$91 M in 2030

Desired = $37 M

$0

$50

$100

$150

$200

$250

$300

$350

$400

$450

2006 2030

$10 M in ’06 
Inflated at 

4%/yr to 2030

Cost of FC 
Budget in 

2030

Sales Taxes 
Renewed

Fiscally 
constrained 

erosion

$170 M

$215 M

The Gap

$305 M

$330 M

$421 M

Amounts & Framework
$ 

in
 M

ill
io

ns



Fill Gap with Sales Tax
• 2008 – Increase tax 0.4% = $19M in 2030
• 2013 – Increase tax 0.4% = $19M in 2030
• 2019 – Transfer OSMP tax of 0.33% = 

$16M in 2030
• 2020 – Transfer OSMP tax of 0.15% = 

$7M in 2030
• 2025 –Increase tax of .4% = $19M in 2030
• 2030 – Increase Tax 0.3% = $14M in 2030



Revenue Sources
Revenue Option unit $ Generated/yr $ at Target

Occupational privilege tax (a.k.a. Head Tax)

1$/ee/mo 
& 

$1/er/mo $1.6M @ $5 = $8.0 M

Sales Tax 0.10% $2.5M N/A

Open Space Sales Tax (.33+.15) 0.10% $2.5M $12.25 M

Property Tax 1 mill $1.65M N/A

De-Bruce Remaining property Tax $3.25M

Accommodation Tax 1% $500,000 N/A

Real Estate Transfer Tax 1% $7.5 M N/A

Development Excise Tax (DET) at 1998 Tischler Rec Rates = $3-6M

Increase food sales tax differential rate 1% $2.7M @ 0.44 = $1.2M

Sales Tax on services Unknown

Transportation Maintenance Fee $/linear ft @ Ft Collins rate = $2.3 M

P& R Maint Fee $/linear ft @ Ft Collins rate = $900,000 

Increase # of Auditors 1 FTE $300,000 N/A

Market based Sponsorship $1.4 M



What Amount is the Outer Limit?

• Revenue potential of target column= 
$35M

• Don’t want to be the tax capital of the 
world

• Essential Services Estimated at $12M in 
2008



Revenue Structure
• We know we want a diversification of revenue 

tools; but,
• What policies will guide us?

– Principles of a stable revenue system
– Diversification targets 
– General Policies
– Budget Policies (reserves, restrictions, combined 

funds)
– Land use policies that affect revenue
– Nexus funding
– Legislative Agenda



1. A high-quality revenue system comprises elements that are complementary, 
including the finances of both state and local governments. 

2. A high-quality revenue system produces revenue in a reliable manner. 
Reliability involves stability, certainty and sufficiency. 

3. A high-quality revenue system relies on a balanced variety of revenue 
sources. 

4. A high-quality revenue system treats individuals equitably. Minimum 
requirements of an equitable system are that it imposes similar tax burdens on 
people in similar circumstances, that it minimizes regressivity, and that it 
minimizes taxes on low-income individuals. 

5. A high-quality revenue system facilitates taxpayer compliance. It is easy to 
understand and minimizes compliance costs. 

6. A high-quality revenue system promotes fair, efficient and effective 
administration. It is as simple as possible to administer, raises revenue 
efficiently, is administered professionally, and is applied uniformly. 

7. A high-quality revenue system is responsive to interstate and international 
economic competition. 

8. A high-quality revenue system minimizes its involvement in spending 
decisions and makes any such involvement explicit. 

9. A high-quality revenue system is accountable to taxpayers.

NCLS Principles



BRC Principles

1. Earmarking for Capital
2. Don't sunset revenues for ongoing needs
3. Flexibility
4. Reserve in good years/stable services
5. Determine basic / core benefit services
6. Who pays and who benefits
7. Pay as you go versus debt financing
8. Diversification
9. Easy to Administer
10. Equitable
11. Growth pays its own way



Diversification

• Goal is balanced revenue for the 
expanded General Fund plus Library.
– No more than 40% of essential services 

should be funded from sales and use taxes; 
or

– No more than 40% of the General Fund 
should be funded with sales & use tax; 

– No more than 30% of the general Fund 
should be funded with property taxes



Example of Sales & Use Tax Volatility 
.25 Cent Parks and Recreation Sales Tax Fund Revenues

Original Sales Tax Revenue Projections vs Actual/Revised 
Revenue Projections
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General Policies
• Taxes and fees should be comparable to 

surrounding municipalities (DET in particular);
• Maintenance of infrastructure should not be tied 

to an expiring revenue source;
• Personnel should not be tied to an expiring 

revenue source;
• Earmark funds only for capital if possible;
• Pay as you go vs. debt financing

– Ex. fully fund FAM versus periodic bond issues
• De-Bruce property Tax



Budget Policies

• Need to think of city as a single company – not 
multiple financial holdings;

• Reduce number of restricted funds to provide 
greater budgeting flexibility;

• No GF subsidies to restricted funds for desirable 
or discretionary when GF essentials not funded;

• No GF subsidies to restricted funds whose 
reserves exceed established benchmarks

• One time revenues for one time expenditures



Land Use Policies

• Conversion of commercial or industrial use 
land to residential must account for the 
Gallagher assessed valuation offset now 
and 30 years from now;

• A balance of retail types (value, 
comparison, specialty and convenience) 
should be pursued unless revenue sharing 
can offset



Nexus Funding

• Some degree of earmarking is expected to 
sell increased taxes or fees.

• Earmarking of revenues must have a 
nexus to the expenditure (transportation 
maintenance fee for transportation).

• Earmarked revenue sources must be able 
to participate in economic vitality rebate 
programs.



Legislative Agenda

• Repeal Real Estate Transfer Tax
• Repeal or modify Gallagher Amendment
• Modify gasoline tax to be a percentage 

rather than flat rate
• Enabling legislation for admission tax on 

state college events;
• Enable local income taxes
• Oppose state increases to sales tax 

without sharing income tax locally.



Discuss Policies



Next Step

• Structure Discussion
– Determine appropriate revenue structure for 

covering “The Gap;”
– Determine appropriate revenue structure for 

covering “Essential” services;
– Staff uses outer limits and provides BRC with 

“Desired” services in priority order;
– Not for agreement but for structure discussion
– Determine any nexus funding.


