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Introduction         August 2009 

There is a cost to government.  Our city government is basically a service provider, 
with an obligation by law to provide for the health, safety and welfare of its citizens.  
The city has a service based budget.  It is largely salaries and infrastructure.  The 
more visible services include public safety, transit, streets and parks.  Other services 
include engineering support for traffic, election support and licensing, planning, a 
court system, and necessary support services for human resources, fleet, 
information technology, public communications, financial services, and procurement.  
We expect our city to provide these things.  
 
In Colorado Springs, the lagging economy and our taxing structure have combined 
to cause significant cuts in services and an inability to support our infrastructure.  
What will our community look like in five years?  Those decisions are up to all of us. 
 
We live and work in a remarkable community.  Blessed with creative citizens with 
rich and diverse talents, and a setting with extraordinary natural beauty, Colorado 
Springs remains a city with great potential.  We have grown into a mature city, with 
different needs and requirements than a generation ago.  However, recent 
community studies regarding our quality of life and economic vitality have confirmed 
undesirable declines.  These declines are evident in the city’s ability to adequately 
address the municipal needs of all its citizens.  As citizens, we need to determine if 
the direction of our community is acceptable to us. 
 
Reductions in funding for municipal services have gone well beyond losing a 
fireworks show on the 4th of July.  Our inability to water and re-seed parks and keep 
public restrooms open are only the more visible results of difficult decisions currently 
being made at City Hall.  Cutbacks have compromised the ability of the Police 
Department to adequately investigate burglaries and thefts.  In 2009, the city is 
resurfacing less than one percent of city streets, less than one tenth of what should 
be occurring.  Reductions in the City Clerk’s office have severely impacted their 
ability to conduct elections.  Other cuts have reduced code and licensing 
enforcement, compromising the future of our businesses and neighborhoods.  Our 
inability to address flooding issues, maintain IT and city vehicles and structures, and 
provide adequate transit services for those who cannot provide for themselves will 
have expensive long-term consequences. 
 
The current approach is unsustainable.  We continue to delay investment in 
infrastructure and repairs, which will result in much higher costs later.  We withhold 
the resources required to provide necessary services.  We elect citizens to office 
and strip them of the tools to govern.   
 
We cannot “grow” our way to balancing these revenue issues. The city’s goal of 
retaining a quality workforce is also at risk, as additional cuts add more burdens to 
remaining employees.  We have to face these challenges head on. 
 
The Sustainable Funding Committee (SFC) was formed in response to the first 
priority goal in the city’s strategic plan: “Develop and implement fiscal sustainability 
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policies to support core services that proactively ensure the health, safety and 
welfare of our citizens; attract, develop and retain a high performing municipal 
workforce; and fund internal infrastructure needs.” 
 
The SFC examined the issues from several vantage points.  Our Services 
Subcommittee investigated each City department, determining what and how 
services are provided, looking at best practices from other municipalities, and 
offering many options for improvement.  In recent months, the cuts the city has been 
forced to make go well beyond what the SFC might have originally considered.  
Several proposed initiatives are already moving forward.  Our Enterprises and 
Assets Subcommittee reviewed each of the city’s Enterprises, including Memorial 
Hospital, Colorado Springs Utilities, the Airport, the Parking Enterprise and others.  
Those recommendations can assist in making these institutions more efficient and a 
stronger part of the community.  Our Revenue Subcommittee explored multiple 
options for providing the resources necessary to meet the financial obligations of the 
city.   
 
In our discussions over the past year, we have heard a wide range of questions and 
opinions.    What is the cost of government?  How do we compare with other 
communities?  Why can’t the city just be more efficient?  What quality of life services 
should the city provide?  What tax policy is appropriate?  How much outsourcing can 
we do and still keep control of quality and costs? How do we balance our desire for 
limited government while still protecting and serving our citizens?  The bottom line is 
this: we get what we pay for.  It is easy to criticize; it is far more difficult and more 
productive to find solutions to the challenges we face. 
 
The SFC was encouraged by the City Council to think “out of the box.”  We view 
many of our recommendations as common sense: encourage efficiency and 
innovation, explore consolidating services and outsourcing, utilize more volunteers.  
We recommend that users generally pay the true cost of services provided, that 
technology be utilized to save money and that managed competition become 
standard procedure for maximizing the use of every dollar. These steps can help 
begin to prepare us for the future. 
 
A “funding gap” is difficult to define.  A healthy funding structure addresses expected 
city services and infrastructure needs. Voters in years past approved a Public Safety 
Sales Tax, a Trails and Open Space sales tax and a sales tax for regional 
transportation needs. These funding mechanisms permitted the community to make 
great strides, but increasing costs in recent years have limited the effectiveness of 
these targeted taxes.  We must address operational shortfalls and a staggering 
capital backlog. If we include operational shortfalls in just the past couple of years 
and combine those with the funds required to adequately address our infrastructure 
needs, that gap approaches $100 million per year.  Interestingly, a comparison of 
funding for municipal services with other Front Range cities and the SFC list of 
benchmark cities identified Colorado Springs as spending on average about 25% 
less per capita, an amount equal to approximately $100 million.  There are no easy 
answers to responsibly addressing those concerns. 
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Our report can be viewed as options for consideration.  We offer the proposals as a 
long-term “tool box.”  Clearly, the city faces a multi-year strategic effort.  It will 
require a long term view toward sustainability, likely resulting in several years of 
exploration, consideration and implementation.  It is important to start now.  Some of 
the proposals, such as managed competition and partnering, are already underway 
as a result of the current budget cutbacks. We have included in the report nearly all 
of the options we reviewed for City Council consideration, with notations where the 
SFC may not have recommended a particular approach.  
 
Implementation of options selected from this report will require significant attention.  
While some options can be accomplished with short term council action, others will 
require further study and citizen involvement.  Some will require votes of the people 
to modify the Charter or increase funding.  The timing of such initiatives is beyond 
the scope of our report. Implementation could be assisted by a consultant and 
citizen implementation panel(s) to address specific areas of concern and develop a 
matrix for prioritization.  Through many hours of research and discussion, SFC 
members have gained experience and insight.  SFC members may be available to 
assist other community members with implementation strategies. Given recent 
cutbacks, a significant constraint may be the availability of staff to assist with 
implementation.   
 
In several respects, Colorado Springs is caught by circumstances beyond its control.  
The economy has caused a decline in consumer spending and in property values.  
We have funded our community services in a traditional manner, primarily by taxing 
certain spending and property.  The cost of goods and services continues to rise, 
and the gap between these costs and our willingness to fund them continues to 
grow.  
 
The city’s primary reliance on sales taxes results in an imbalance that is not good 
public policy.  Sales tax accounts for more than half of total city revenue.  In 
contrast, property tax now makes up just 9% of total city revenue.  Although no 
revenue source is immune from the business cycle, a more balanced revenue 
approach can assist in reducing volatility.  Rebalancing the mix of sales and use tax, 
property tax, fees for services, and other revenues will assist the community in the 
long run. 
 
The TABOR and Gallagher amendments to the state constitution have resulted in 
the creation of alternative approaches to meet the cost of government.    The 
proliferation of special taxing districts within the city in recent years, more than a 
400% increase in the past decade, has added layers of government and inefficiency 
in the provision of services.  Other “silos” of funding have resulted, as well.  Under 
current restrictions, the General Fund has lost its flexibility.  The city budget cannot 
easily recover following an economic downturn due to the restrictions in the law. 
These are statewide issues; meaningful change will require constitutional reform.   
 
There is a cost to community.  What does it take to create and maintain a great city?  
As citizens, we value our independence at the same time we acknowledge our 
interdependence.  We invest in our city because we value a community that is safe, 
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that functions well, and is one we can be proud to display to our visitors and pass 
along to our children.  We invest in the future to build capital to sustain our society.  
Clearly, there is hope to achieve those goals: if we invest for the future together; if 
we speak with a clear voice; if we don’t get distracted by those who would desire to 
tear down the city or settle for mediocrity. 
 
The city staff with whom we worked has intense dedication to the people of Colorado 
Springs.  They have continued to look for ways to provide necessary services with 
scarcer resources. We are fortunate to have these remarkable people working for all 
of us.  The SFC is grateful to the many staff members across the city departments 
who took time out of their complex days to assist us whenever asked. We also thank 
Public Financial Management Inc. for their creativity, support and assistance with 
our efforts.  
 
On a personal note, I offer my deep appreciation to all the members of the SFC, with 
particular thanks to Randy Case, Christopher Juniper, Stephannie Finley, Kevin 
Walker, and Steve Engel, who chaired and guided our subcommittees, as well as to 
the other SFC members who regularly attended meetings that increased in 
frequency and urgency as the year wore on.  All these citizen volunteers have 
devoted substantial personal time to this challenge.  Coming from a variety of 
backgrounds and viewpoints, their common thread is a love for our community and a 
desire for improvement.  We’ve been reminded that, confronted with the practical 
problem of helping our city succeed; our best approach is to focus on ways we can 
work together to achieve our common goals.   
 
Dan Stuart 
Chair, Sustainable Funding Committee 
 

 

 

 

 

 

 

 

 

 

 



  Page | 8 

Executive Summary 
For over a year, the City Council-appointed Sustainable Funding Committee (SFC) 
has studied City expenditures for services and the revenue structure that supports 
them.  Given the City’s size and the complexity of many of its operations, this has 
been a considerable task that has consumed literally thousands of volunteer hours 
as well as those of City officials and staff.  To provide additional expertise, the 
Committee also retained Public Financial Management, Inc., a national financial and 
management advisory firm, and they constructed a long-range financial planning 
model and provided analytical and benchmarking support for the examination of City 
revenues and expenditures. 
 
As noted in the Introduction, the SFC was formed to assist the City Council in 
developing and implementing fiscal sustainability policies to ensure core services 
that ensure the health, safety and welfare of its citizens; attract, develop and retain a 
high performing municipal workforce; and fund internal infrastructure needs.  These 
are generally considered a primary function of city government, but there are 
legitimate differences of opinion among citizens and policymakers as to the “fiscal 
sustainability policies” that will best support these goals.  There are also differing 
views on exactly what core services are needed to ensure the health, safety and 
welfare of City residents. 
 
The Committee used a number of methods to help make informed judgments in 
these areas.  First, it identified nine comparable cities and used them for 
benchmarking on a variety of revenue and expenditure issues, key performance 
indicators for selected services and financial and management data.  The 
Committee split into subcommittees to provide a more in-depth look at key issues.  
The reports of those subcommittees, Services, Revenue and Assets and 
Enterprises, are included later in the report.  The subcommittees heard from most 
City departments and enterprises.  PFM also interviewed department heads and key 
staff and worked with departments on the analysis of benchmarking data, much of 
which is contained in the Services and Revenue subcommittee reports. 
 
As the SFC weighed the often competing issues of providing core services and 
maintaining a tax and economic climate favorable to residents and businesses, 
several key themes emerged that the SFC had to deal with on a regular basis: 
 
 No two cities are alike, and Colorado Springs will largely have to form its own 

collective judgment on what constitutes necessary core services 
 Fiscal sustainability is difficult to define and just as difficult to attain 
 Changing economic conditions make identifying funding gaps and changes to 

revenue and expenditure structures to close them a never-ending exercise 

While each of these themes makes the SFC’s work more complex and difficult, there 
are key areas where the Committee has reached some collective conclusions (with 
the caveat that there are dissenting opinions in several areas, and the report seeks 
to provide these where appropriate).  The following discussion summarizes those 
key topics. 
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Current Economic Conditions 
The current recession has had a significant impact on the fiscal outlook of cities 
nationwide.  The sharp downturn has forced municipalities to confront budget 
challenges that have been intensified by declines in key economically sensitive 
revenue streams as well as demand for increased services and increasing costs in 
areas such as healthcare and pensions.  This confluence of events led Moody’s 
Investors Service to assign a negative outlook to the U.S. local government sector 
for the first time in history earlier this year. 
 
The U.S. Government Accountability Office (GAO) has developed a model that 
simulates the entire state and local government sector.  The model shows a 
significant emerging fiscal gap over the next ten years.  The causes are primarily 
revenues which are not growing as a percentage of GDP and fast growing 
healthcare costs.  In November 2008, GAO estimated a combined $100-200 billion 
gap for 2009-2010; by January 2009 the gap had risen to $312 billion illustrating the 
deterioration in the economy. 
 
The City has felt the effects of the national downturn.  As an example, the April 2009 
unemployment rate, 7.5 percent, was 53 percent higher than April 2008, when the 
rate was 4.9 percent.  Conversely, total employment in the City fell by 3.2 percent 
during that time period, and manufacturing employment fell by over 11 percent.  Key 
sectors have experienced a pronounced decline:  single family housing permits are 
down 48 percent from last year, while commercial permits are down 54 percent.  
Home sales are down 15 percent, and the average sales price down nearly 12 
percent. 
 
Current Budget Conditions 
The downturn in the economy has had a pronounced impact on City revenues, and, 
as a result, the City has been forced to make numerous reductions to its budget, 
both in the previous and current fiscal year.  Reductions in February 2009 included 
14.5 percent reductions to general fund non-police/fire departments (totaling $7.9 
million), a 10.0 percent reduction to Council appointees except the City Manager and 
City Auditor, which are reduced 14.5 percent (totaling $0.9 million), and 1.0 percent 
reductions to general fund police/fire departments (totaling $1.2 million).  All told, 
City departments have reduced 165 FTEs over the last two fiscal years.  Further 
reductions are expected. 
 
The National League of Cities has conducted an annual survey of city finance 
officers regarding the fiscal condition of cities since 1985.  In their December 2008-
January 2009 survey, 92 percent of city finance officers predicted that their cities will 
be less able to meet needs, the most negative assessment of city fiscal conditions 
offered in the history of the survey.   
 
Another recent report noted national sales tax collections have declined by 6.1 
percent in the fourth quarter of 2008 and 7.6 percent in the first quarter of 2009.  
Specifically, Colorado state sales tax revenue fell by 5.2 percent in the last quarter of 
2008 and 11.4 percent in the first quarter of 2009 compared to the prior year.  These 
significant declines are not likely to be reversed in the near future.  Local 
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government finances tend to lag the overall economy, thus deteriorating economic 
conditions are likely to be felt by cities through 2009 and even most of 2010.  In each 
of the last three recessions, receipts have trailed expenditures and continued to do 
so for one to two years following the end of the recession. 
 
Current Revenue Structure 
Colorado Springs relies primarily on one source of revenue, the sales tax, to fund 
over half of current general fund operations and services.  While this is fairly typical 
for most Colorado cities, it is not considered a best practice.  Many sources suggest 
that at least three major sources (often referred to as a ‘three legged stool’) make up 
the majority of a city’s revenues.   
 
While there are positive aspects of a sales tax – it exports a share of the tax burden 
to tourists and other city visitors and is a consumption-based tax – it has significant 
defects as well.  For one thing, sales tax revenues as a share of personal income 
have been declining for 50 years.  This is because the economy has changed – 
people are purchasing more services, which are generally not subject to the sales 
tax, and fewer tangible goods that are subject to the tax.  Legislated sales tax 
exemptions, movement of retail stores outside of city boundaries, e-commerce 
transactions, and catalogue sales have also eroded the sales tax base.  Sales tax 
also tends to decline during recessions, which makes it more difficult for the City to 
maintain essential services. 
 
By contrast, most city revenue structures obtain larger shares of their overall 
revenues from property taxes and charges for services.  In some of the comparable 
cities, income-based taxes, utility taxes or charges, and excise or transfer taxes 
were also a major revenue source. 
 
Current Levels of Service 
Specific city levels of service are largely a local issue, and each community and its 
citizens must determine the level of service that they are willing to support.  With this 
caveat, the Colorado Springs level of services is generally lower than the cities 
identified as comparables for this study.  Of course, in any ranking of cities, there will 
be highest and lowest ranked cities and these by themselves are not necessarily 
important pieces of information. 
 
To go beyond individual rankings on any single subject, the SFC, in conjunction with 
City staff and PFM, analyzed comparable levels of expenditure for key services on a 
per capita basis.  Based on this analysis, City expenditures are about $100 million 
below the average for these comparable cities. 
 
Sustainability in the Context of Current Revenues and Expenditures 
Colorado Springs is outside the norm on both the revenue and expenditure sides of 
its budget.  Given the likely short and long-term revenue trends, the City needs to 
find new approaches to maintain and sustain essential services.   
This effort does not involve a single “silver bullet.”  The challenges facing Colorado 
Springs are largely the challenges cities face across the country, and they are driven 
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by economic, demographic and political factors.  To achieve true sustainability, the 
City must adopt a multi-faceted strategy that addresses all of the following: 
 
 Changes to both its current revenue structure and the way it provides 

services 
 Strategies that are both short and long-term in nature and impact 
 Approaches to services that embrace and utilize both the public and private 

sector 

The following provide opportunities for the City to create a more sustainable 
structure on both the revenue and expenditure sides of the budget. 
 
Toward a More Sustainable Revenue Structure 
The City’s revenue structure is not as balanced as is generally preferred for a major 
city.  There are various methods available to “rebalance” the structure and make it 
more sustainable. 
 
During the Committee’s deliberations, it was acknowledged that all taxes will lead to 
some loss of economic activity, and that it is important to seek to align with some 
basic tax principles.  These include creating an equitable system; a system with a 
broad-based variety of sources; a system that is simple and easy to administer; a 
system that is reliable, stable and sufficient; and a system that should minimize 
interference with market decisions.  These principles were weighed during the 
Committee’s deliberations and should also be considered as the City Council makes 
its decisions.   
 
Revenue Opportunities 
The SFC spent considerable time examining opportunities to “rebalance” the City’s 
revenue structure.  These would seek to complement the sales tax with other types 
of taxes and fees that broaden the base of city taxes.  This helps to maintain 
horizontal equity – ensuring that different classes of taxpayers contribute their share 
to the provision of City services.  In the current system, those who purchase large 
tangible goods pay the lion’s share of the cost of services.  Those who purchase 
services, as an example (whether provided by the City or the private sector), do not 
pay as much. 
 
Changes to revenue structures must be weighed individually and collectively.  As 
there is no perfect tax, each, viewed individually, can generate significant concern 
about its impact.  A more useful discussion centers on whether the inclusion of a 
specific tax, at a specific rate, aligns with key tax and revenue principles and allows 
the City to provide necessary services.  In general, we believe that the revenue 
opportunities we have highlighted provide the City with this opportunity. 
 
The exact mix of revenues to achieve a more sustainable funding structure is, in 
many respects, open to significant discussion, disagreement and debate.  In the 
end, the SFC determined that it was more useful to develop the framework for 
discussion of these alternatives than to provide an exact “revenue structure recipe” 
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to the City Council.  The following are identified as revenue “ingredients” that may 
assist the City to develop a more sustainable funding structure: 
 
New Taxes/Fees 
 

 Employment tax/fee 
 Vehicle registration fee for transportation expenditure purposes 
 Medical emergency response fee 

 

Extensions/Increases of Existing Taxes/Fees 
 

 Increase lodging tax  
 Increase auto rental tax 
 Extend sales taxes on goods to services 
 Increase property tax 
 Increase sales tax on alcohol 
 Increase sales tax on restaurant purchases 
 Extend sales tax to cigarettes 
 Extend sales tax to cell phones 

 

Reductions of Existing Tax Exemptions 
 

 Eliminate exemption of utility charges from sales tax 
 Eliminate sales tax exemptions for not-for-profit organizations except 

501(c)(3) 
 

Toward More Sustainable Services 
During their deliberations, the SFC examined and discussed scores of 
recommendations to augment or modify the way the City provides services.  In 
general, the recommendations fit into the following categories: 
 

 Encourage efficiency.   
 Encourage innovation. 
 Consolidate services. 
 Outsourcing and/or managed competition. 
 Charges for full cost of providing services. 
 Greater use of volunteers. 
 Additional use of technology to reduce costs/improve service. 
 Use of special districts. 
 Address the capital needs backlog. 

As noted in the Introduction, the SFC has been deliberating during an extraordinary 
time for the City – many of the opportunities in the areas of efficiency, innovation, 
consolidation, etc. are being considered and implemented by the City staff.  We fully 
support those efforts.   
 
At the same time, we believe that the City as a whole has to be ready to invest in 
necessary infrastructure to maintain City services.  The City can have the most 
efficient and effective Police or Fire Department in the region, but if the roads and 
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bridges they must traverse to reach an accident are inadequate, the public safety 
suffers.  Likewise, information technology – and other technologies – may provide 
opportunities to improve service and reduce cost, but the City must be willing and 
able to make the upfront investments necessary to purchase and develop these 
systems.   
 
Other investments are also necessary to attract and retain a quality City workforce.  
City staff must be adequately compensated based on comparable local 
governments, and they must have the training and support necessary to effectively 
do their jobs.   
 
The SFC believes that the City strategic plan is a good guide, and in areas where 
current levels of service are insufficient to achieve those goals, the choice is clear:  
either the City must revise its goals and expectations, or it must find a way to 
dedicate the resources necessary to achieve them.  The SFC believes that some of 
the resources can be achieved through greater innovation, efficiency, cost recovery, 
outsourcing and/or managed competition, etc.  At the same time, it is also likely to 
require additional resources and focused investments. 
 
The City should also explore changes in processes that might better focus attention 
on key priorities during the budgeting process.  The “budgeting for outcomes’ budget 
process, which focuses the budget on achieving identified key outcomes, has been 
designated as a best practice by the Government Finance Officers Association 
(GFOA) and is utilized by a number of cities across the country (including Fort 
Collins, Colorado).  The City should explore whether this budget process might 
better align the City budget with key services and priorities and help achieve 
sustainability. 
 
Reshaping Enterprises 
The Assets and Enterprises Subcommittee of the SFC had presentations and follow 
up discussions with most of the City enterprises.  The enterprises are well managed 
although few are able to substantially assist the general fund.  Further study of 
options to change the governance and ownership of Memorial Hospital System are 
recommended.  Altering the governance model of Colorado Springs Utilities is also 
recommended, along with adjustment of utility rates over time to a market index in 
order to provide additional funding for the city.  The SFC also recommends that the 
Parking Enterprise continue its ongoing analysis of operations, pricing and 
marketing, consideration of expansion of its metered area, and consideration of the 
potential for sale to a downtown quasi-governmental entity. 
 
Conclusion 
The SFC has, through many months of deliberation and debate, framed the issues 
surrounding sustainability for the City.  While the challenges facing the City are 
great, we do not believe that they are insurmountable.  We believe that the first step 
– of many steps – is to identify a framework for making decisions.  We respectfully 
suggest that the City Council, City staff, City residents and other stakeholders 
consider our suggested areas of focus to move the City toward a more sustainable 
future. 
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INDEX OF INITIATIVES 
 

  COLORADO SPRINGS CITY CLERK’S OFFICE 

Initiatives 
 
CC01. Initiate Stakeholder Engagement Process to Explore Possible General 

Business License 
(NOTE: The Sustainable Funding Committee Vote to Recommend this                 
Initiative Failed 6-8) 

 
CC02. Streamline the Current License Registration and Renewal Process 
 
CC03. Explore the Expansion of Online License Registrations and Renewals 
 
CC04. Initiate Stakeholder Engagement to Explore Full Cost of Service Recovery 

for Fees Levied 
 
CC05. Ensure Necessary Staff and Resources to Conduct Elections with Integrity 
 
CC06. Charge Petitioners for the Cost of Petitions 

COLORADO SPRINGS ENGINEERING DIVISION 

Initiatives 
 
EG01. Low Impact Development   

 
EG02. Inventory all Infrastructure Assets 
 
EG03. Materials Recycling Process   

 

EG04. Explore Right of Way Leasing or Lane Rental Fee 
 

EG05. Explore Additional Fees for Cost of Service Recovery 
 

EG06. Create and Maintain a Citizen Tracking System or 311 System 
 

EG07. Explore the Creation of CitiStat 
 

EG08. Environmental Planning – Green Streets Program 
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COLORADO SPRINGS FIRE DEPARTMENT 

Initiatives 
 
FD01. Continue Civilianization and Volunteer Efforts 
 
FD02. Explore Opportunities for City / County Call Center Merger (See Initiative 

PD04.) 
 
FD03. Recover Full Cost of Existing Fire Department Fees 
 
FD04. When Appropriate, Discuss Reimbursement of CSFD Response 

Assessments with AMR 
 
FD05. Create a Fire Foundation 
 
FD06. Enhance Fire Inspection Program 
 
FD07. Enhance Hazmat Permit Program 
 
FD08. Maximize Grant Opportunities 
 
FD09. Begin Discussion on Merging Fleet Management and Fire’s Fleet Division 

(See Initiative FM15.) 
 

FD10. Investigate Charging Insurance Companies for the Cost of Responding to 
Motor Vehicle Accidents 

 
FD11. City Should Explore the Creation of a Fire District 
 
FD12. The City Should Explore the Operational Options of Fire and Medical 

Response 

COLORADO SPRINGS FLEET MANAGEMENT 

Initiatives 
 
FM01. Clarification of Fleet Management’s Mission 
 
FM02. Encourage Managed Competition Assessment 
(Also see separate Outsourcing Memo for additional information on managed 
competition) 
 
FM03. Encourage Regionalization of Fleet Management 
 
FM04. Evaluate Leased Vehicles for Cost Savings 
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FM05. Conduct Audit of Specialty Vehicles and Create Specialty Vehicle Motor 
Pool 

 
FM06. Perform a Review of Take-Home Vehicle Privileges 
 
FM07. Establish and Encourage Use of Personally Owned Vehicles 
 
FM08. Establish a City-Wide Motor Pool 
 
FM09. Maintain and Repair Non-City Vehicles and Equipment 
 
FM10. Federal Rebates 
 
FM11. Implement an Annual Purchasing Plan 
 
FM12. Green Fleet Strategic Plan 
 
FM13. Cost-Benefit Assessment of Implementing Telematic Technology 
 
FM14. Implement a City-wide Anti-Idling Program 
 
FM15. Begin Discussion on Merging Fleet Management and Fire’s Fleet Division 
 
FM16. Reinstitute Fuel Conservation Program and Procedures for the City 
 

COLORADO SPRINGS PARKS, RECREATION, AND CULTURAL SERVICES 
DEPARTMENT 

Initiatives 
 
PR01. Institute Competitive Contracting 
 
PR02. Increase Valley Hi Golf Course Fees to Maximize Legally Available Revenue 

Generation 
 
PR03. Lease Vacant Parkland for Cellular Phone Towers 
 
PR04. Increase Fees for Recreation Services 

 

PR05. Increase Cost Recovery for Recreation Programs Implemented at City 
Facilities 

 
PR06. Investigate Additional Methods of Funding Parks Maintenance 

 

PR07. Explore the Creation of a Parks District 
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COLORADO SPRINGS POLICE DEPARTMENT 

Initiatives 
 
PD01. Recommend Implementing Civilianization Efforts 
 
PD02. Support Expanded use of High-Impact Technology 
 
PD03. Expand Police Regionalization / Merger Efforts 
 
PD04. Expand Partnerships with surrounding Educational Institutions for use of 

CSPD Training Academy and Classrooms 
 
PD05. Explore a City / County Call Center Merger 
 
PD06. Recover Full Cost of Police Department Administrative Fees 
 
PD07. Consider Use of Civilianized Force for Special Events 
 
PD08. Expand Use of Weekly Crime Statistic Maps 
 
PD09. Create a Police Foundation 
 
PD10. Consider Automated Traffic Enforcement 

COLORADO SPRINGS STREETS DIVISION 

Initiatives 
 
ST01. Explore Pavement Degradation Fees with Stakeholders 
 
ST02. Encourage Trade of Recycled Materials with Relevant Organizations 
 
ST03. Address the Backlog in Capital Improvements 
 
ST04. Adjusting Fees to Encourage Recycling and Composting Materials 

 
 

COLORADO SPRINGS TRANSIT SERVICES 

Initiatives 
 
TS01. Develop More Public-Private Partnerships 
 
TS02. Create a Regional Transit Authority 
 
TS03. Create a Dedicated Funding Source for Transit 
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TS04. Issue Debt for Procurement Financing 
 
TS05. Downtown Streetcar 
 
TS06. Examine Opportunities to Increase Choice Ridership 
 
TS07. Explore Efficiency Savings 
 
TS08. Explore Cost Effective Transit Services to Major Employment Centers and 

Institutions 
 
TS09. Conduct a Biannual Quality Measurement Survey 
 
TS10. Support Federal Efforts that Allow for the Use of FTA Dollars for Operating 

Purposes 

CITYWIDE INITIATIVES 
 
CW01. Create a Citywide Office of Grants Management and Administration 
 
CW02. Increase the Role of the Citywide Special Events Committee 
 
CW03. Increase Use of Volunteer Services 
 
CW04. Implement a Comprehensive Asset Management Program 
 
CW05. Create an Integrated Citywide Work Order System in the Future 
 
CW06. Implement a Global User Fee Policy 
 
CW07. Continue to Pursue Citywide Innovations 
 
CW08. Explore a System Similar to e-City Gov Alliance 
  

 
 
 
 
 
 

 

 



Review of City Services 
COLORADO SPRINGS CITY CLERK’S OFFICE 

Overview 
 
Mission and Responsibilities 
The mission of the Colorado Springs City Clerk’s Office (CSCCO) is to provide 
professional, timely, accurate, and courteous service to the citizens of Colorado 
Springs; provide quality administrative support to the City Council; conduct municipal 
elections with the highest integrity; maintain all official records of the City; and issue 
and enforce all required licenses which protect the health, safety and welfare of the 
community. 
 
Divisions 
Due to its small size, all functions of the CSCCO are centrally located in the City 
Administration Building at 30 South Nevada Avenue. 
 
Employee Count: 
 

City Clerk’s Office 
FY2006 
Actual 

FY2007 
Actual 

FY2008 
Authorized 

FY2009  
Proposed 

FY2009 
Adjusted 

City Clerk 1 1 1 1 N/A 
Deputy City Clerk 1 1 1 1 N/A 
Assistant Deputy City Clerk 1 1 1 0 N/A 
Senior Information System 
Analyst 

1 1 1 1 N/A 

Administrative Technician 1 1 1 1 N/A 
License Enforcement Officer 2 2 2 0 N/A 
Senior Office Specialist 1 1 1 1 N/A 
Office Specialist 2 2 2 2 N/A 
TOTAL 10 10 10 7 N/A 
 
Two positions were eliminated in the proposed 2009 budget to reduce recurring 
expenses. An additional position has been eliminated during the recent round of 
budget cuts to further reduce expenses.  In total, the removal of two License 
Enforcement Officers and Assistant Deputy City Clerk brought the total number of 
employees in the CSCCO down to seven.  
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Budget: 
 

Category 
FY2006 
Actual 

FY2007 
Actual 

FY2008 
Authorized 

FY2009  
Proposed 

FY2009 
Adjusted 

Salaries Civilian 517,561 581,196 536,210 474,955 442,486 
Salaries Uniform - - - - - 
Benefits 104,654 124,118 143,883 147,172 117,780 
Operating - - - - -14,800 
Materials & Supplies 48,260 27,527 34,479 20,113 20,113 
Maintenance 5,061 7,924 7,850 6,100 6,100 
Services 29,386 22,846 56,000 32,500 32,500 
Schooling, Travel, 
Dues & Subscriptions 

6,088 6,559 12,524 4,375 4,375 

Utilities, Rent, 
Insurance, Phone 

12,649 13,432 15,000 1,150 1,150 

Minor Equipment 7,118 5,304 6,055 6,400 6,400 
Internal Services 29,016 21,875 36,214 28,350 28,350 
Capital 18,524 24,825 14,739 200 200 
Matching Object/Rev - - - - - 
Non-Operating Object 34,612 361 1,502 350 350 
Project/Grant Object - - - - - 
Total $812,927 $835,969 $864,456 $721,665 $645,005 

 
In FY2009, the following significant changes were made to the City Clerk’s Office 
budget: 
 
 $122,000 in cost reduction attributed to the elimination of two positions. 

 
 Nearly $70,000 in operating expenses was removed due largely to reductions 

in advertising, services, communications, and printing. 
 
 
 Total capital outlay was reduced from $14,739 to $200 by no longer funding 

computer networks, and reducing furniture and fixtures expenses from $6,000 
to $200. 

 
Additional changes to the 2009 budget included: 
 
 Hours of operation for licensing changed from 8:30 A.M. to 4:00 P.M. daily, to 

only on Tuesday, Wednesday, and Thursday. 
 
 Eliminated one current employee, which reduced the CSCCO’s ability to 

adequately enforce businesses licenses, causing a loss of revenue. 
 
 Election responsibilities will be seriously affected.  This will require additional 

overtime and hiring of temporary workers to assist with ballot issuance for 
approximately 200,000 eligible electors, processing that must be 
accomplished in accordance with City Charter, Colorado Revised Statutes, 
and City Code. 
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Contracting 

Currently, the CSCCO does not contract any of its operations to private companies, 
other than the equipment for ballot processing and printing of ballots.  

Performance Benchmarks and Comparable Analysis 
 
Colorado Springs and Westminster are the only two cities within the comparable 
group that task its Clerk’s Office with issuing and enforcing licenses and license 
fees.  While most of the cities share similar core functions of overseeing elections 
and maintaining city records, issuing and enforcing business licenses is a 
responsibility that usually is assigned to a Finance Department, Excise and Licenses 
Department, or Revenue Department.  The following chart shows which City Clerk 
Office’s oversee elections, maintain city records and enforce license fees, as well 
require a general business license. 
 

  

Oversee 
Elections?

Maintain 
City 

Records? 

Enforce 
License 
Fees? 

Require General  
Business 
License? 

Colorado x x x   
Aurora x x   x 
Denver x x     
Fort Collins x x   x 
Westminster x x x x 
Albuquerque x x   x 
Austin x x     
Kansas City   x   x 
Oklahoma City x x   x 
Portland       x 
Omaha   x     
 
The graph on the following page shows the budgets for CSCCO and the comparable 
city group.  The CSCCO budget is similar to that of the comparable cities.  The City 
of Austin has the second largest Clerk’s Office budget as it shares its budget with 
the City Records Manager.  In Denver, the City Recorder and Election Commission 
share a budget with the Clerk’s Office, making it noticeably larger.  Portland is not 
included because it does not have a Clerk’s Office. 



2007 City Clerk Budget 
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The number of CSCCO employees is relatively low when taking into consideration 
that it is one of two City Clerk’s Offices that is also responsible for business license 
enforcement.  The City of Portland allocates the responsibilities commonly placed in 
the City Clerk’s Office to the City Recorder and City Auditor, and therefore Portland 
is excluded from the following graph. 
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While there is no existing information on the number of businesses within the City, it 
is estimated at 19,500.  This number could change dramatically if proper business 
counting measures are enacted to accurately calculate the number of businesses 
within City limits.  The cities of Albuquerque and Portland have adequate means of 
tracking the number of businesses in these cities, and that may explain why their 
total count is higher than the other comparable cities. 

 
Number of Businesses for Comparable Cities 
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Progress 
 The CSCCO improved the number of field investigations and inspections 

conducted over the last three years due largely in part to an initiative started 
in FY2006.  The initiative specified that each License Enforcement Officer 
dedicate one day a week to field investigations and inspections.  In FY2008, 
this resulted in an increase to approximately 185 investigations and 
inspections, up from 134 in FY2006. 

 
 In FY2004, election expenses for the General Municipal Election were 

removed from the CSCCO budget and moved to the General Cost section of 
the City’s budget.   

Challenges 
 The CSCCO is eliminating all License Enforcement Officers.  The officers 

were responsible for managing and enforcing license activities for the 3,800 
licensed businesses in the City.  Based on performance measures, the 
CSCCO projected that each officer would have conducted about 70 field 
investigations and inspections for FY2009.  As a result of this elimination, 
there is concern that the license requirement will not be adequately enforced. 
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 The City Clerk’s Offices in comparable cities traditionally act as the custodian 
of the city’s records, oversee municipal elections, and keep the City Council’s 
agendas.  The CSCCO performs all of the aforementioned tasks, as well as 
issues, enforces, and collects all of the City’s current license fees.  The City of 
Westminster is the only comparable city that also shares similar duties of 
collecting license fees. 

 
 The City currently does not have an accurate count for the number of 

businesses within the City of Colorado Springs.  This makes it impossible for 
the City to know what businesses are located within City limits and to 
accurately gauge revenue or expenses attributable to those businesses. 

 
 Prior to FY2002, fees were not adjusted for decades, and the full cost of 

service had not been identified to ensure adequate cost recovery.  Currently, 
fees recover a greater portion of the cost to enforce business licenses; 
however, they still do not cover the full cost.  The cost is currently 
undeterminable due to lack of information available regarding the number of 
businesses located in the City. 

 
 While many of the City’s ordinances, resolutions, minutes, and agendas are 

available online, certain documents are difficult to locate on the City’s 
website.  Further, the Official City Document Search Engine is burdensome.  
These challenges make it difficult for businesses and citizens to access 
relevant City documents, and diminish the benefits of having the information 
available online.  

Initiatives 
 
CC01. Initiate Stakeholder Engagement Process to Explore Possible General 

Business License 
 (NOTE: The Sustainable Funding Committee Vote to Recommend this Initiative Failed 6-8) 

 
FY2009 Impact $1,462,500 Five Year Impact $5,362,500 
Reoccurring/Non-
Reoccurring 

Reoccurring 
General Fund/Other 
Source/Both 

General Fund 

 
In light of the recent removal of the CSCCO last License Enforcement Officer, this 
initiative is submitted for the Council’s future consideration.  A general business 
license helps cities keep track of businesses located within the city limits and is an 
indispensible tool for gathering information about a city’s economy.  The general 
business license also helps increase a city’s revenue by identifying expenses 
incurred from providing services to local businesses and setting appropriate fees to 
recuperate those expenses. 
 
A general business license provides many additional advantages for a city such as, 
assisting in the enforcement of zoning laws and regulating businesses that pose a 
health or safety risk to the public.  When determining an appropriate cost for annual 
business license fees and the one-time application fee, a sample of comparable 
cities and cities from around the country was used that charge a flat business fee.  
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These fees ranged from $11.25 in Aurora, Colorado, to $90 in Seattle, Washington.  
Next, the average annual fee was calculated to be $50 for comparable cities.  The 
fee amount of $50 was used in the fiscal impact calculation.  The stakeholders who 
are involved in reviewing the general business license fee will benefit from 
understanding the cost of implementing the fee, as well as the advantages it will 
provide for the City. 
 
An average application fee of $25 was estimated, by a similar sample of comparable 
cities and cities around the country that charge a flat application fee.  The application 
fee ranged from $10 to $50.  Using CSPD’s estimate for the number of businesses 
located in the City with the comparable cities’ fee averages, the following formula 
was used to calculate revenues for year one of this initiative: 
 

[$25 application fee] + [$50 annual license fee] · [19,500 businesses] = $1,462,500 
 

The following calculation is based on the assumption that growth in the number of 
businesses in the City remains stagnant at 19,500.  Using our previous calculations 
and estimates, this equates to the following: 
 

[19,500 businesses] · [$50 annual license fee] = $975,000 
 

 FY2009 FY2010 FY2011 FY2012 FY2013 Total 

Discounted % 
Savings 

0% 0% 0% 0% 0% 0% 

Fiscal Impact $1,462,500 $975,000 $975,000 $975,000 $975,000 $5,362,500 

 
It should be noted that this is a conservative estimate for the revenue the City is 
likely to generate by enforcing an annual business license fee and application fee.  It 
is believed that based on this low estimate, the City will be able to generate 
additional revenue as it is able to identify and register more businesses.  It should 
also be noted that the revenue projections do not include the additional expenses 
that CSCCO will incur, such as the additional license enforcement officers necessary 
for overseeing a greater number of business licenses, as well as operational costs.  
Further, the estimate does not include current revenue generated by the business 
licenses that are already enforced.  These other costs and potential revenues should 
be taken into account by the stakeholder committee when establishing the general 
business license fee. 
 
CC02. Streamline the Current License Registration and Renewal Process 

 
FY2009 Impact Not Available Five Year Impact Not Available 
Reoccurring/Non-
Reoccurring 

Reoccurring General Fund/Other 
Source/Both 

General Fund 

 
Currently, license applications require many steps in order for a business to secure 
the appropriate business license.  All applications require some variation of picture 
identification, signatures from various agencies, and multiple fees to be paid.  The 
application itself must be notarized, signed, and physically turned in by the person 
applying for the license. 
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In Colorado Springs, the primary goal of an efficient license registration and renewal 
process would be to identify parts of the process that are unnecessary.  By 
streamlining the process, CSCCO could implement needed adjustments to reduce 
the labor necessary to process each registration and provide an easier method that 
will encourage more companies to voluntarily comply with registration requirements. 
 
A streamlined license registration and renewal processes could include: 
 Accepting registrations and payments through mail or electronic mail 
 Providing online availability of all documents needed to complete registration 
 Developing simplified application forms 
 Forgoing public notary signature requirement or allowing for eNotarization 

 
The license registration process has been successfully streamlined in cities across 
the country, including the comparable cities of Westminster, Kansas City, and 
Albuquerque.   
 
There are a few risks associated with streamlining the process, such as incomplete 
registration forms being submitted online, and a likely increase in phone and e-mail 
inquiries.  However, these risks can be mitigated by providing clear directions and 
updating the policy.  Implementing a streamlined process will include the one-time 
labor expenses for the creation of new applications and addition of documents to the 
website.  There will be small annual costs associated with website maintenance.  
However, the new process should save money in the short and long term by 
automating much of the process. 
 
CC03. Explore the Expansion of Online License Registrations and Renewals 
 
FY2009 Impact Not Available Five Year Impact Not Available 
Reoccurring/Non-
Reoccurring 

Non-Reoccurring 
General Fund/Other 
Source/Both 

General Fund 

   
Currently, Colorado Springs businesses must physically be present at CSCCO to 
register their business or pay fees.  The City does not offer options to register or 
renew licenses online.  The City of Portland has an online registration process that 
allows the City to manage license fees for nearly 50,000 businesses without 
incurring large additional costs1.  The process allows for each business to register 
and create a login and password which it can use to pay fees.   
 
By exploring the expansion of online license registration and renewal, the City could 
reduce its expenses and provide a business-friendly government through the 
creation of an online database that tailors its services to the needs of the City’s 
businesses.  Designing a program that will allow individuals to pay their registration 
and renewal fees online will benefit the citizens by providing better customer service, 
and reduce costs for CSCCO by having the process automated. 
An expansion of online license registration and renewal could include: 
 Registering new businesses and paying fees online 
 Reducing CSCCO processing time of licenses and renewals 

                                                 
1 https://www.portlandonline.com/apps/mcbit/accountInfo.cfm?login=1&cftoken=33371288&cfid=7544331,  
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 Eliminating business hour constraints on accessing information 
 Limiting the use of paper, printing, and other office supplies for registration 

forms 
 
Possible challenges include documents requiring a signature by a public notary and 
the start-up cost of implementing the new program. Colorado is a state with laws 
permitting eNotarization, which allows notaries to use electronic signatures for 
documents.  The benefits are promoted by Philadelphia County Recorder of Deeds 
Joan Decker who states, “The eNotarization Initiative does so much for us in terms 
of internal efficiency and better and faster service to customers.“2  The initial start-up 
cost of implementing the program will be recovered quickly due to a reduction in 
fixed costs and the price of administering each registration and renewal. 
 
CC04. Initiate Stakeholder Engagement to Explore Full Cost of Service Recovery 

for Fees Levied 
 
FY2009 Impact Not Available Five Year Impact Not Available 
Reoccurring/Non-
Reoccurring 

Reoccurring 
General Fund/Other 
Source/Both 

General Fund 

 
Where fees are charged to recover cost for services, it is common to frequently 
review and update the fees levied; ideally, this would be done annually.  As noted 
above, the CSCCO has not reviewed or raised fees since FY2002. While there may 
be few opportunities in the short-term for adjustments, it is important that fees be 
reviewed each year by the CSCCO and stakeholders to account for gradual 
increases in the cost of services.   
 
More importantly, it is critical that local governments and stakeholders identify the 
full cost of service to ensure full cost recovery, so taxes do not subsidize the activity 
or service.  As a general rule, governments cannot charge a user-fee in excess of 
the full cost of service; but, many cities do not quantify the full cost of labor, benefits, 
supplies, materials, administrative overhead and central services when determining 
the cost of service.   
 
The City is unable to quantify potential revenues it has not received due to limited 
information on the number of businesses within the City.  However, license fees had 
not been adjusted for 40 to 50 years before 2002 and have not been updated since.  
Further, it is assumed that the cost of enforcement has risen significantly during that 
same timeframe.  Based on these two assumptions, the cost eligible for recovery 
through the fee currently levied has surely increased.  Therefore, the City has 
missed an opportunity to capture this potential revenue.  Finally, without 
implementing full cost-recovery for enforcing fees, the City is likely to continue to 
miss opportunities to capture key revenue in the future. 
 
CC05. Ensure Necessary Staff and Resources to Conduct Elections with Integrity 

 
FY2009 Impact Not Available Five Year Impact Not Available 

                                                 
2 National Notary Association, http://www.nationalnotary.org/index.cfm, February 2009. 



Reoccurring/Non-
Reoccurring 

Reoccurring 
General Fund/Other 
Source/Both 

General Fund 

 
The Committee would like to acknowledge that the recent cuts to the CSCCO may 
have compromised their ability to handle their election duties and responsibilities.  
Solutions could include the hiring of temporary workers, additional overtime, and the 
hiring of outside contractors, where cost effective. 
 
CC06. Charge Petitioners for the Cost of Petitions 

 
FY2009 Impact Not Available Five Year Impact Not Available 
Reoccurring/Non-
Reoccurring 

Reoccurring 
General Fund/Other 
Source/Both 

General Fund 

 
Under current procedure, the Clerk’s Office provides petitions at no cost to those 
who wish to place items on the ballot.  The reasonable cost of these documents 
should be paid by the petitioners.  This change may require a change to the City 
Charter.  The City Attorney should review this possibility and necessary 
requirements for this change. 
 
 
COLORADO SPRINGS ENGINEERING DIVISION 

Overview 
 
Mission and Responsibilities 
Engineering is a division within the Community Development business center of the 
City of Colorado Springs.   Community Development ensures the safe and efficient 
construction and use of land, buildings, transportation, and drainage improvements 
in the City.  This is done through the Land Use Review division, the Development 
Review Enterprise, the Engineering division including Stormwater Operations; all of 
which ensure compliance with various City codes, plans, policies, standards, and 
other requirements.  In addition to compliance activities, the Engineering division 
also manages capital construction and certain maintenance activities for the City’s 
transportation and stormwater infrastructure. 
 
Specifically, the Engineering division provides civil engineering services including 
traffic engineering; planning, building and managing the City’s transportation and 
stormwater infrastructure; managing private development activities as they affect the 
public infrastructure; and regulating construction work in public rights-of-way; all in 
an effort to improve safety, mobility, and quality of life. 
 
Engineering staff inspect and regulate the work of private developers and enforce 
the standards of design and construction which govern the way streets and drainage 
systems are built and maintained.  Additionally, staff provide services which supply a 
safe, efficient, and accessible transportation system, dependable stormwater flood 
control facilities, water quality controls and environmental protection, professional 
development plan reviews and inspections, and permits for construction activities 
within the City’s rights-of-way. 
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Traffic Engineering staff oversee the maintenance of roadway markings and 
signage, work zone traffic control, school safety and crossing guard programs, signal 
infrastructure and timing, and manage traffic congestion through Intelligent 
Transportation Systems (ITS).  Additionally, staff design and implement safety 
enhancement projects, participate in corridor studies and needs assessments, and 
partner with other government agencies to leverage resources.  
 
Traffic Engineering’s primary focus is to provide professional services and to 
construct and maintain quality infrastructure while providing safer, more efficient, 
multimodal transportation and stormwater systems. 
 
Teams 
 
The Colorado Springs Engineering division is comprised of five teams: 
 
 Traffic Engineering Team:  Traffic Engineering maintains safe and efficient 

traffic flow by maintaining the traffic signal system; directional, warning and 
regulatory signage; guardrail; roadway markings and management of the 
school safety program.  Traffic Engineering is the only team within the 
Engineering division that is primarily an in-house operation.  Traffic 
Engineering staff also respond to citizen requests and inquiries on traffic 
issues such as neighborhood speeding, intersection control, expert witness 
for both defense and prosecution, signal timing, pedestrian safety concerns 
and other general traffic issues. 
 

 Roadway Engineering Team:  The Roadway Engineering team is responsible 
for roadway design, in-house project design, capital project management, 
computer-aided drafting, concrete and excavation permits, construction 
inspections, management of consultant design and contracted construction 
projects, and surveying.  The Roadway inspectors also respond to citizen 
requests and inquiries on engineering issues such as street flooding and 
infrastructure evaluations.  Team members support the City capital 
improvement projects, primarily relating to: streets, roadways, and bridges.  
The Roadway Engineering team also spends time on Pikes Peak Rural 
Transportation Authority (PPRTA) projects. 

 
 Subdivision Engineering Review Team (SERT):  SERT is responsible for the 

review and approval of a variety of engineering submittals and the 
inspection/acceptance of public streets and drainage facilities constructed by 
land developers.  Engineering review responsibilities include: drainage 
reports, geologic hazard studies, grading/erosion control plans, 
street/drainage construction plans, subdivision plats, and management of 
financial assurances. 

 
Financial assurances guarantee satisfactory completion of new streets, 
drainage, and erosion control facilities.  SERT engineers and inspectors 
ensure compliance with City Engineering design criteria and standards to 
provide safe grading and infrastructure construction for the citizens of 
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Colorado Springs.  The SERT inspectors inspect new developments, observe 
construction activities, provide technical guidance, and issue acceptance 
letters. 

 
 Stormwater Team:  The Stormwater Team ensures the protection and 

maintenance of the City’s drainage ways, and compliance with state and 
federal environmental regulations.  The Stormwater Team is funded by both 
Stormwater Enterprise fees and the General Fund, and is divided into five 
distinct sections: 

o Capital Improvement Projects (CIP), Citizen Inquiries, and Review: 
CIP, Citizen Inquiries, and Review’s efforts help to prevent erosion 
and property damage and safely control �tormwater as it makes 
its way downstream to ensure the safety of citizens and the 
general public during significant and major storm events or floods. 
 

o Municipal Stormwater Discharge Permit: The Municipal 
Stormwater Discharge Permit (MSDP) section addresses 
stormwater quality with an emphasis on controlling and limiting 
pollutants to the City stormwater drainage systems and creeks.  
This work group also ensures that the City remains in compliance 
with the requirements of its state- and federally-administered 
MSDP. 

 
o Grading/Erosion Control: Grading/Erosion Control section inspects 

construction sites and enforces Erosion Control on new 
development/construction to limit pollutant discharge to the 
stormwater system, as well as performs storm sewer video 
inspections for new construction and evaluates existing 
stormwater drainage systems. 

 
o Drainage Basin Planning Studies: The Drainage Basin Planning 

Studies section manages and oversees the preparation of 
drainage basin planning studies to identify stormwater 
improvement and infrastructure needs.   It also is implementing a 
comprehensive program to evaluate and update the City’s 
stormwater management criteria (including recent emerging 
technologies and approaches such as Low Impact Development 
(LID), full-spectrum detention, sediment transport, and NexRad 
radar technology to better evaluate storm events and resulting 
precipitation/runoff).   In addition, it manages the City’s efforts in 
conjunction with the Federal Emergency Management Agency 
(FEMA) Map Modernization program that is preparing digital maps 
of floodplains in conjunction with FEMA’s Flood Insurance Rate 
Map program. 

 
 

o Business Section: The Business Section manages and oversees 
the financial billing system to collect stormwater enterprise fees, 
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provides and staffs a customer service center to respond to 
inquiries regarding fees and/or stormwater enterprise business 
programs, and submits to City Council and manages/implements 
the stormwater program budget (both Stormwater Enterprise Fund 
and General Fund). 

 
 Engineering Support Team:  The Engineering Support team provides 

oversight and administrative support to the division including budget and 
financial management, grants administration, records management, 
infrastructure asset management, systems management, information 
technology support, customer service, analysis and reporting, interagency 
coordination, and engineering standards and specifications updates. 

 
Employee Count3:   
 

Division 
FY2006 
Actual 

FY2007 
Actual 

FY2008 
Authorized 

FY2009 
Proposed 

FY2009 
Adjusted 

Traffic Engineering 56.00 56.00 57.00 42.00 N/A 
Roadway 15.00 15.00 20.50 22.00 N/A 

SERT 18.00 18.00 15.00 20.00 N/A 
Stormwater 13.00 13.00 17.00 17.00 N/A 
Engineering Support 7.00 7.00 6.00 8.00 N/A 
Total 109.00 109.00 115.50 109.00 N/A 

 
The Engineering division’s total General Fund supported employee headcount has 
remained stable from 2006 through the 2009 budget.  Headcount decreases from 
2008 to 2009 as part of the City-wide effort to reduce expenses. 

Budget  
 
The budget table below only shows Engineering Division expenses within the 
General Fund.  Part of the Stormwater team is funded by the Stormwater Enterprise 
Fund; these expenses are not included in the budget table. 
 

Category 
FY2006 
Actual 

FY2007 
Actual 

FY2008 
Authorized 

FY2009 
Proposed 

FY2009 
Adjusted 

Salaries Civilian 6,577,452 5,966,085 7,555,427 6,813,788 5,621,890 
Salaries Uniform - - - - - 
Benefits 1,477,340 1,342,783 1,936,364 1,896,379 1,691,035 
Operating - - - - -494,500 
Materials & Supplies 393,360 157,662 415,375 324,807 324,807 
Maintenance 190,566 299,576 293,494 264,933 302,433 
Services 165,084 269,196 627,099 542,585 505,085 
Schooling, Travel, 
Dues & Subscriptions 

70,362 60,200 78,937 53,612 53,612 

Utilities, Rent, 
Insurance, Phone 

499,170 384,583 443,079 357,452 357,452 

Minor Equipment 148,329 113,415 134,632 79,707 79,707 
Internal Services 14,093 11,713 14,877 14,413 14,413 
Capital 227,186 115,140 261,260 409,883 409,883 

                                                 
3 Employee count table only includes General Fund supported employees. 
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Matching Object/Rev - - - - - 
Non-Operating Object 3,105 3,607 3,600 3,600 3,600 
Project/Grant Object - - - - - 
Total $9,766,046 $8,723,959 $11,764,144 $10,761,159 $8,869,417

 
From 2006 through the 2009 budget, the Engineering division’s expenditures 
fluctuated down in 2007, up in 2008, and then back down in 2009.  Overall 
Engineering expenditures increased by 9.2 percent from 2006 to the 2009 budget.  
The main drivers of the Engineering division’s expenses are civilian salaries.  As 
headcount increased in 2008, so did the expenses for civilian salaries.  Expenses 
are expected to decrease in the 2009 budget due to a headcount reduction. 
 
In FY2009, the following significant changes were made to Engineering’s budget: 
 
 Eliminated 10.50 positions to reduce ongoing expenditures. 

 
 Transferred four positions from the Stormwater Enterprise to the Engineering 

General Fund division. 
 

Additional proposed changes to the 2009 budget include: 
 

 One time transfer of $1,135,138 of maintenance of effort in Engineering to the 
Stormwater Enterprise. This transfer will delay four projects: Rockrimmon 
Channel and Creek, South Douglas Creek Restoration, Sand Creek Main 
Stem, and a Drainage Basin Planning Study. 

 
 Freezing funding for two FTEs, an Engineering Technician and Senior Civil 

Engineer. 
 

In addition to the General Fund, Engineering receives funding from PPRTA and 
federal and state grants for its operations.  The PPRTA portion is funded by a one-
cent sales tax and is not appropriated by the City.  PPRTA funding is a dedicated 
revenue source and is used for capital and operating expenses within the 
Engineering division.  Engineering staff manages the projects funded by PPRTA, as 
well as grants.  The following table includes a list of PPRTA and grant-funded 
projects. 
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Project 2009 Proposed 

GRNT MTCH WOODMEN RD WIDENING 999,654 
GRNT MTCH BOULDER ST SDWLK 80,000 
GRNT MTCH S ACADEMY SDWLK 130,000 
GRNT MTCH AUST BLF ITS PHS I 163,902 
GRNT MTCH AUST BLF ITS PHS II 242,360 
GRNT MTCH PLATTE AVE ITS 238,600 
GRNT MTCH TRAFFIC SIGNL UPGRAD 91,454 
GRNT MTCH WOODMN RD CORR ITS 197,720 
DRAINAGE BASIN PLANNING STUDIES 378,000 
PROJECTS / GRANT MATCH 2,521,690 
EVANS BRIDGE 160,000 
WOODMEN RD WIDENING 8,091,052 
VAN BUREN BRIDGE 250,000 
FTN CREEK RESTORATION 1,959,025 
AUSTIN BLUFFS ITS PHASE I 394,232 
AUSTIN BLUFFS ITS PHASE II 484,720 
PLATTE AVE ITS  477,200 
TRAFFIC SIGNAL UPGRADES 2009 219,972 
LAS VEGAS & ROYER 450,000 
GRANT  FUNDS (Federal/State) 12,486,201 
WOODMEN RD WIDENING INTERCHANGE 16,438,089 
SOUTH METRO ACCESSIBILITY 5,716,969 
AUSTIN BLUFFS CORRIDOR 1 850,000 
AUSTIN BLUFFS CORRIDOR 2 850,000 
CONGEST/INCIDENT MGMT 264,500 
ROADWAY SAFETY & TRAFFIC OP 834,174 
PPRTA CAPITAL FUNDS 24,953,732 
BRIDGE MAINTENANCE 1,800,000 
INCIDENT MGMT/SIGNAL UPGRADES 431,095 
CITYWIDE SAFETY & TRAFFIC OPS 2,830,230 
PPRTA MAINTENANCE FUNDS 5,061,325 

 

Contracting 
Overall, the Engineering division finds that keeping project management work in-
house is often more efficient and effective in achieving customer satisfaction.  
Currently, a portion of Engineering’s project management is outsourced.  City 
Engineering project managers dedicate a great deal of time to contract 
management, monitoring contractor performance (inspection), and regulation of 
contracted work, while ensuring adherence to design and construction standards.  
With 100 percent of project management in-house, staff could perform multiple jobs 
for multiple tasks.  With a private contractor, this type of work flexibility is not as 
readily available.  City Engineering project managers act as the City’s 
representatives for projects that they manage.   
 
The Roadway Team’s capital program management for PPRTA capital projects is 
outsourced to Nolte Associates.  In addition, the Nolte contract includes PPRTA 
work.  The Roadway Team still has other in-house project managers that work with 
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and monitor the Nolte personnel on these projects, as well as perform project 
management for projects funded by grants and other sources.  Design and 
construction for major capital and bridge maintenance projects are always 
contracted out to the private sector.  100 percent of PPRTA capital funds go to the 
private sector in the form of design and construction contracts, and the Nolte 
program management contracts.  Each year, Engineering reviews and renegotiates 
the Nolte contract. 
 
Engineering makes more limited use of outsourcing in the area of Traffic 
Engineering.  Traffic Engineering performs the following services in-house: all signal 
timing, pavement markings, installation and maintenance of signs, and traffic control 
permit fees.  For signal construction and maintenance, school safety programs such 
as crosswalks and school flashers, as well as the traffic count program, Traffic 
Engineering uses a mixed model with some services performed in-house and others 
outsourced.  
 
Signal timing has remained in-house as Engineering believes City staff with signal 
expertise allows for immediate responses to citizen concerns and complaints.  
Additionally, through proper staffing and training, the City could find additional 
capabilities by combining its Intelligent Transportation System (ITS) and signal 
timing efforts.   
 
The primary reason for providing sign installation and maintenance in-house is 
responsiveness and flexibility. For example, Engineering is required to address 
STOP and YIELD sign issues within one hour of being reported.  Additionally, many 
work orders are based on citizen requests which require a quick turn-around. 
Furthermore, when determining scope of work and budget, contractors sometimes 
charge by square foot. Because there is not a set list of work to perform at the 
beginning of any fiscal year, determining the cost to the City on an annual basis 
would be difficult.  However, new sign installations related to private development 
and publicly funded projects are primarily installed by contractors.   
 
Opportunities to outsource certain non-managerial functions currently practiced in-
house may exist for Traffic Engineering.  For example, traffic signal maintenance is 
outsourced by about 24 percent of local governments and is among the most 
frequently outsourced privatized services by large cities4. Outsourcing traffic signal 
maintenance has the potential to yield remarkable and consistently positive cost 
savings of up to 56 percent5.  Sunnyvale, California, known for the consistently 
excellent performance of its city government, has outsourced its traffic signal 
maintenance functions with much success.  Although portions of signal construction 
and maintenance are already outsourced, more extensive use of outsourcing might 
yield even greater cost savings.  In addition, other public entities such as State of 
Indiana Department of Highways, Illinois Department of Transportation, Westchester 

                                                 
4 University of Tennessee Center for Business and Economic Research.  Outsourcing in State and Local 
Governments: A Literature Review and Overview of Best Practices.   September 21, 2006.  
ftp://ftp.nashville.gov/web/sserv/Outsourcing_Lit_Review_Final_0926.pdf 
5 Ibid. 
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County Department of Public Works, and the Nassau County Department of Public 
Works all outsource traffic signal maintenance.6 
 
In addition, sign installation and maintenance, as well as pavement markings are 
also prime candidates for outsourcing.  Many state transportation departments 
including those in Massachusetts, New Mexico, Michigan, and Virginia have partially 
or completely outsourced these functions for state highways. 
 
Cities such as San Antonio, Texas, and Lakewood, California, have also found it 
more efficient to contract out these functions.  While newer cities such as 
Centennial, Colorado, and Sandy Springs, Georgia, have seen fit to hire a single 
contractor for their outsourced engineering operations, many other cities have found 
it better to select a group of contractors that specialize in particular areas.  This 
ensures that performance will be optimal in each service area. 
 
The Engineering division estimates total savings of $1.2 million per year by relaxing 
the policy that prevents hiring City employees using PPRTA funds.  By converting 
the PPRTA capital and bridge maintenance program in Engineering from the current 
contractor, Nolte, to new hires and current staff, cost savings will be nearly $700,000 
annually.  The other $500,000 in annual savings derives from shifting the PPRTA 
maintenance program in the Streets division to City staff from Nolte.7 
 
The Subdivision Engineering Review Team (SERT) has a contract with a private 
vendor to assist with some of its review of traffic studies and designs until SERT is 
able to hire for a vacant Senior Traffic Engineer position. 
 
In the Stormwater service area, stormwater project analyses, studies, and reports 
are mostly outsourced, freeing up the CIP, Citizen Inquiries and Review section to 
focus primarily on management, planning, and investigations—areas closer to its 
core competencies.  Some smaller stormwater projects are designed in-house, but 
the vast majority of Stormwater CIP dollars are spent on private sector engineering 
design firms and construction contractors.  On-call design and construction contracts 
are in place for expediting project delivery when appropriate. 
 
The City bid for the Stormwater billing implementation and won.  In this case, the 
City was able to implement this program at a lower cost than the third party bidders 
or Colorado Springs Utilities.  This reflects the City’s interest in looking for the best 
possible cost in all areas, and considering both internal and external opportunities 
for various operations within the City. 
The Engineering division already outsources over 80 percent of its work.  Additional 
outsourcing may provide Engineering with greater control over its budget by relying 
more on fixed contractual costs.  However, it can be less expensive to use City 
employees and equipment for certain recurring functions.  Examples include capital 
program management, inspections, traffic signal timing, pavement markings, 

                                                 
6 “Contracting Maintenance for Traffic Signal Systems”, 
http://pubsindex.trb.org/document/view/default.asp?lbid=276867, 1985. 
7 Memo from Ronald L. Mitchell to the PPRTA Board of Directors and Citizen Advisory Committee, August 8, 
2008. 



installation and maintenance of signs, and traffic control permit administration.  It is 
important to note that outsourcing may also free up more time for strategic planning 
and performance management instead of dealing with personnel issues.   
 
Any outsourcing initiative should incorporate the true cost of salaries, benefits, 
overhead, training, retirement plans, and insurance into any cost-benefit analysis.  It 
should also take into account the additional costs of bid preparation and advertising, 
financial activities, contract administration and performance monitoring.  As with any 
contractual arrangement, a certain amount of oversight and quality management will 
be required to ensure adequate contractor performance. 

Performance Benchmarks and Comparable Analysis 
The City uses several internal benchmarks to track performance and progress such 
as subdivision development review turn-around times, concrete and excavation 
permits sold, pedestrian accessibility in Colorado Springs, number of painted lane 
miles, signals per timing technician, and number of aging signs needing 
replacement. 
 
It is also useful to look outside the City, and the assigned benchmark cities, in a 
comparative context. Pueblo, Colorado was added to the list of ten benchmarking 
cities used by PFM and agreed upon by the Sustainable Funding Committee.  The 
Engineering division suggested the use of Pueblo as a benchmark city given its 
proximity to Colorado Springs, though considerably smaller in population.   
 
The number of fatal traffic accidents per 100,000 people is a useful benchmark for 
looking at the safety and quality of the City’s roads.  As seen in the following graph, 
Colorado Springs’ ratio of 5.91 is below the average of 7.89. 
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Related, the number of traffic fatalities per 100,000 people was benchmarked.  
Traffic fatalities differ from the number of fatal traffic accidents.   For example, 
Kansas City had 10.66 fatal traffic accidents per 100,000 people, yet 31.75 traffic 
fatalities per 100,000.  This indicates that more than one person was killed in each 
fatal traffic accident.   The graph below shows the number of traffic fatalities per 
100,000 for Colorado Springs and ten comparable cities.  Colorado Springs is near 
the average of 13.96 with 12.84 fatalities per 100,000. 
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The following graph shows the number of traffic injuries in fatal crashes per 100,000, 
another useful benchmark for examining road safety.  Again, Colorado Springs is 
near the average of 4.68 with 4.11 injuries in fatal crashes per 100,000 people. 
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Tracking capital improvements is also important for measuring performance and 
progress in a city’s engineering department.  The dollar value of transportation 
capital projects per square mile is one mode for measuring infrastructure investment.  
Colorado Springs is above the average of $223,993 with $351,366 per square mile. 
 

Budgeted FY2009 Transportation Capital Projects per Square Mile 
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Aside from roadway and traffic projects, stormwater engineering is the other primary 
function of Engineering.  Therefore, it is important to also look at the funds allocated 
towards stormwater related capital projects.  The graph below shows the dollar value 
of stormwater capital projects per square mile.  In contrast to its spending on 
transportation capital projects, Colorado Springs falls below the average of $60,781 
with only $45,106 per square mile spent on stormwater related capital projects.  It is 
important to note that $45,106 per square mile reflects all stormwater capital project 
spending, including Stormwater Enterprise funded spending.  Excluding funding from 
the Stormwater Enterprise, General Funded stormwater capital project spending is 
budgeted at $378,000 total for 2009 or $2,035 per square mile.  The only General 
Fund supported stormwater capital project is the Drainage Basin Planning Study. 
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Budgeted FY2009  
Stormwater Capital Projects per Sq Mile 
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Including a benchmark related to subdivision review is important given that this is a 
primary operation within Engineering.  The following graph compares the number of 
staff involved in subdivision review per 1,000 additional housing units for Colorado 
Springs, Pueblo, and nine other cities.  Omaha is excluded from this benchmark as it 
has a negative ratio.  This is because the US Census Bureau’s American 
Community Survey estimates negative growth in new housing units from 2006 to 
2007.  Sampling error can sometimes be significant within the American Community 
Survey and is probably responsible for Omaha’s negative growth estimate.  In 
addition, Fort Collins is removed from the benchmarking as the City does not have a 
formal subdivision review team. 
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  Number of Subdivision Engineering Review Staff per 1,000  
Additional Housing Units8 

0.0

10.0

20.0

30.0

40.0

50.0

60.0

70.0

80.0

Number of  subdivision engineering review staf f  per 1,000 additional housing units

Average = 16.4
 

 
Like most of its comparable cities, Colorado Springs has a fairly small ratio of 9.3 
which is lower than the average of 16.4 subdivision engineering review staff per 
1,000 additional housing units.  Removing Westminster which appears to be an 
outlier given the small change in housing units from 2006 to 2007, gives a new 
average of 9.2. 

Progress 
Engineering has instituted several techniques for improving its ability to deliver 
quality infrastructure and construction projects on time and within budget.  These 
techniques include Partnering, SDIC (Systematic Development of Informed 
Consent), Best Value Contracting, “Centric” PMCS (Project Management and 
Control System), on-call and job order contracts for small to medium size projects 
and emergencies, and an overall understanding and emphasis throughout the chain 
of supervision that project delivery is an essential core service of the Engineering 
division.  Proper staffing levels are also important.  Experienced engineering project 
managers can effectively manage three to five projects at once.  Extending project 
managers leads to a decrease in focus and an adverse impact on project delivery 
effectiveness.   
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8 Number of staff assigned to subdivision review is taken from the 2007 city budget for each of the comparable 
cities.  Change in housing units is calculated by taking the total number of housing units for 2007 and subtracting 
the total number of housing units for 2006 as reported by the US Census Bureau’s American Community Survey 
and the Colorado State Demography Office. 
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Some examples of major projects recently completed are: 
 
 Austin Bluffs Parkway Interchange at Union Blvd - $35.8 million: 

Construction of a grade-separated interchange, bridging Austin Bluffs over 
Union, was completed in November 2008, and will reduce congestion and 
accidents.  Drivers going east or west on Austin Bluffs Parkway no longer 
have to stop at a traffic signal to cross Union Boulevard.  Drivers on Union 
Boulevard and traffic connecting to and from Austin Bluffs Parkway go 
through the single traffic signal below the bridge.  This project was 
constructed in 22 months and completion of this signature project is a 
significant milestone for the PPRTA capital program.  The Austin Bluffs 
Parkway Interchange at Union Boulevard was recently selected for an 
American Public Works Association (APWA) excellence award in the Streets 
and Traffic Engineering/Operations/Maintenance category. 
 

 Cimarron Street Bridge - $8.3 million: Construction of the Cimarron Bridge 
began in October 2007 and was completed in September 2008.  The bridge 
architecture mirrors the new Bijou Bridge with stone monuments, historic-style 
lighting, and ornamental railings. 

 
 Pedestrian Accessibility: Pedestrian accessibility in Colorado Springs has 

increased since 2007 from 58 to 60 percent of pedestrian ramps built of the 
ramps needed.  The PPRTA Maintenance program, in addition to accessibility 
requirements for all new construction, is to be credited for this improvement. 

 
 LED Retrofit Program: In 2003, the City of Colorado Springs Traffic 

Engineering team implemented a program to retrofit the red indications on the 
traffic signals with Light Emitting Diodes (LED).  With the passage of the 
PPRTA, staff dedicated funds to retrofit all red, yellow and green indicators 
throughout the City.  In a test of ten retrofitted traffic signals, average daily 
use decreased from about 261 kilowatts per signal to 51 kilowatts per signal, 
with an annual cost savings of approximately 73 percent or $438,000.    

 
Incandescent bulbs last one or two years while LED bulbs last five to ten 
years. Therefore, City staff change out fewer bulbs and respond to fewer 
outages each year. In 2004, the City received approximately 4,993 signal 
malfunction calls. In 2008, the City received only 1,214 calls for service, or a 
76 percent reduction from 2004. City staff estimates that the decrease allows 
for 2,000 labor hours annually to be reassigned to other tasks.  Additionally, 
staff obtained $211,322 in rebates from Colorado Springs Utilities from 2006 
through 2008. 
 
Traffic Management Center: The Traffic Management Center (TMC) for the 
City of Colorado Springs is responsible for traffic signal timing, traffic signal 
coordination, and the ITS.  The continual growth of transportation needs in 
Colorado Springs has led to the development of the City’s ITS system which 
includes the traffic cameras on Interstate 25, the Advanced Traffic 
Management System (ATMS), and the Traffic Control System (TCS). 
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The traffic cameras and the ATMS system are an integral part of the state 
and national effort to provide high technology transportation solutions. ITS 
solutions provide motorists with continual information concerning the traffic 
flow on the interstate and City streets. The computerized TCS system allows 
City staff to continually evaluate, study, and coordinate the City’s traffic 
signals.  This center was first established in its current location in 1997 with 
Federal grant funds.  Since that time, the center has been upgraded to keep 
up with advancing technology and to enhance staff’s ability to monitor and 
modify traffic operations in real time. 

 
In addition to project completion, the Engineering division has made significant 
progress operationally. The number of painted lane miles has increased from 1,350 
miles in 2006 to an estimated 1,642 in 2009.  Lane miles painted can be affected by 
severe weather, progress of street overlay crews, and equipment malfunctions.  In 
2005, staff upgraded to hi-build paint, which is applied at twice the thickness and half 
the travel speed.  Essentially, fewer miles are covered, but roads are striped once or 
twice versus three or four times annually.  In 2006 and 2007, the paint was 
substandard due to the manufacturer’s interpretation of written specifications.  This 
issue was resolved for 2008. 
 
Bridge sufficiency ratings gauge the remaining life of the City’s bridges.  Most of 
Colorado Springs’ major (> 20’ span) bridges are rated every 2 years.  Engineering’s 
target is to have no bridge rating less than 50.  In 2008, 6 bridges (new to the City) 
were rated less than 50; and of those 3 are currently scheduled for replacement.  
The Vincent Drive ($7.4 M) and Hancock Avenue ($5.1 M) Bridges will be completed 
with PPRTA funds.  The Evans Avenue Bridge ($840K) will be replaced using 
grants.  The Woodmen Road Bridge over Sand Creek is currently being replaced by 
El Paso County.  Two Circle Drive bridges constructed by the State need 
rehabilitation and funding is being sought. 

Challenges 
The timely and efficient updating of maps and the general management of 
infrastructure assets is essential to the Engineering division.  Creating a 
comprehensive and complete inventory is necessary for understanding maintenance 
and repair strategies.   Improving the asset management can decrease costs by 
creating and implementing strategies and budgets based on asset conditions and 
customer service inquiries. 
 
Based on Colorado Springs’ lower than average dollar value of stormwater capital 
projects per square mile, the Engineering division and the City should work to 
increase maintenance and provide immediate and visible benefits to stormwater fee 
payers.  In the past, problems with sustainable funding impeded stormwater capital 
improvements.  Currently, stormwater operations are two years into using the 
Stormwater Enterprise funds which are a dedicated funding source.   
 
The vinyl sign sheeting used for roadway signs has an average life span of 10 years.  
Based on this average, Traffic Engineering should be replacing approximately 10 
percent of the City’s signage per year.  With 69,706 roadway signs installed as of 



2007 plus an additional 2-3 percent of new installations in 2008, Traffic Engineering 
should be replacing/removing approximately 7,771 of the faded and worn signs in 
2009.  With an average of approximately 2,200 signs installed annually between 
2006 and 2008, the number of signs needing to be replaced continues to steadily 
increase. 
 

Aging Signs Needing Replacement9 

 

Initiatives 
 
EG01. Low Impact Development   
  

FY2009 Impact Not Available Five Year Impact Not Available 

Reoccurring/Non-
Reoccurring 

Reoccurring 
General Fund/Other 
Source/Both 

General 
Fund/Stormwater 
Enterprise 

   
Low Impact Development (or LID) is a development strategy which uses a 
combination of new technologies and planning practices to both conserve natural 
resources and lower the long term costs of new infrastructure.  LID is especially 
applicable to stormwater, wastewater, and street development, and has been used 
effectively for infrastructure in Alexandria, Virginia, and Sarasota, Florida.  In a report 
published in 2003, the United States Department of Housing and Urban 
Development (HUD) recommends that engineers and developers look through the 
extensive list of LID technology innovations and consider relevant options for new 
developments.  Some of these options include: alternatives to septic systems, 
protection of open spaces, increasing use of solar energy, developing “Green 
Infrastructure” (planned and structured areas of plants), and hydrologic alternatives 
to traditional systems designed for storm management.  While many of these 
developments can have greater upfront costs than traditional methods, in the long-
run they can increase the commercial and residential value of the surrounding areas, 
as well as have positive aesthetic, environmental, and public health impacts on the 
municipality.10  LID can also be a particularly effective way of dealing with 

                                                 
9 City of Colorado Springs 2009 Budget, p. 10-16. 

  Page | 44 

10 U.S. Department of Housing and Urban Development, “The Practice of Low Impact Development”, July 2003, 
http://www.huduser.org/Publications/PDF/practLowImpctDevel.pdf. 
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stormwater and run off issues from new development.  LID should be both a priority 
of the City Engineering division, as well as private developers.  The City should also 
encourage private development to use LID for future projects.  Implementation would 
likely come in the form of a revised City Building Code or regulations incorporating 
these principles as requirements and guidelines for private developers.  At present, 
the Engineering Division is working with a private consultant toward this goal. 
 
EG02. Inventory all Infrastructure Assets 
   
FY2009 Impact Not Available Five Year Impact Not Available 

Reoccurring/Non-
Reoccurring 

Non-Reoccurring 
General Fund/Other 
Source/Both 

General 
Fund/Stormwater 
Enterprise 

 
To the extent permitted by the 2009 budget, the Engineering division will inventory 
all infrastructure assets in the City using Global Positioning System (GPS) and 
software technology for inclusion into the City’s Geographic Information System 
(GIS).  City Engineering will implement an improved Infrastructure Asset 
Management System to develop maintenance, rehabilitation, repair, and 
replacement strategies and budgets based on asset condition ratings; provide 
excellent customer service for inquiries and requests related to infrastructure assets; 
and provide timely and accurate reporting of resource management, asset value, 
and condition information.   In addition to improved efficiencies, a comprehensive 
inventory paired with the City’s GIS can reduce maintenance costs.  Finally, with the 
requirements of Governmental Accounting Financial Board No. 34, an updated list of 
all infrastructure assets will assist in the appropriate accounting and depreciation of 
assets owned by the City.  The City should examine lifecycle costing and initiatives 
to encourage this transition. 

 
EG03. Materials Recycling Process   

 
FY2009 Impact Not Available Five Year Impact Not Available 

Reoccurring/Non-
Reoccurring 

Reoccurring 
General Fund/Other 
Source/Both 

General 
Fund/Stormwater 
Enterprise 

 
Tampa, Florida, used an asphalt-recycling process to repave a major arterial road.  
The process recovers two inches of the existing roadway and processes it as 
reconditioned asphalt.  Machines are used to heat, mill, and rejuvenate the top two 
inches of a road surface and then redistribute the material.  The new pavement can 
be driven on within 30 minutes.  By using recycled asphalt, the City was able to re-
pave the four-lane road and on- and off-ramps without disrupting traffic for long 
periods of time, spending money on disposing of old materials, or purchasing new 
asphalt. 
 
Currently, Engineering recycles asphalt, as well as other materials such as concrete 
and steel, whenever possible.  Although Engineering crushes and recycles concrete 
itself, asphalt recycling is handled by an outside company.  These items are used to 
save the City money by filtering and re-using them, or trading these materials for 
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other materials needed for roadway, traffic signal, or stormwater repair.  In addition, 
the City should require contracted or outsourced projects to use asphalt or material 
recycling processes.  Further, the City should urge private developers to use 
recycling processes during construction. 
 
Implementation of this recommendation would likely require a significant initial 
capital investment, yet has the potential to increase revenue to the Division over the 
long term.  In addition, a materials recycling initiative could be coordinated with other 
City departments to realize savings on a citywide level. 

 
EG04. Explore Right of Way Leasing or Lane Rental Fee 
   
FY2009 Impact $893,429 Five Year Impact $4,467,145 
Reoccurring/Non-
Reoccurring 

Reoccurring 
General Fund/Other 
Source/Both 

General Fund 

 
The City of Mesquite, Texas, issues permits to franchised utility companies for use 
of city-owned rights of way.  In Mesquite, Public Works Inspectors are assigned to 
respond to citizen complaints regarding damage to right-of-way by franchised utility 
companies.  Currently, Colorado Springs implements a fee-based permitting system 
for construction activities which produces over $1.0 million in revenue annually.   
 
In addition to permitting, Colorado Springs should explore lane rental fees or leasing 
for all existing City rights of way.  This would allow Engineering to charge for road 
and traffic services provided to those who rent and use the City’s streets and 
highways.  This type of fee or leasing arrangement could generate immediate 
revenue for the City. 
 
In Glendale, AZ and Surprise, AZ, the average street lane rental fees (per lane, per 
day) are $103.71 and $112.50 respectively, or an average of $108.11.  In Glendale, 
the number of rented lane days per street mile is 5.24.  Colorado Springs has 1,577 
street miles.  Using these assumptions, annual revenue from lane rental using the 
following formula can be estimated: 
[1,577 street miles] * [5.24 rented lane days per street mile] * [$108.11 lane rental 
fee] = $893,430 
 
The following chart shows the estimated revenue per year for each of the next five 
years assuming no increase to the fee and no adjustment to the fiscal impact 
because of implementation or workability issues. 
 

 FY2009 FY2010 FY2011 FY2012 FY2013 Total 

Discount % - - - - - - 

Fiscal Impact $893,430 $893,430 $893,430 $893,430 $893,430 $4,467,150 

 
Since the formula is based largely on the experience of Glendale, a smaller, more 
densely populated city, this revenue estimate should be viewed as a rough estimate 
rather than an exact, reliable figure.  It is likely that due to the unique layout and 
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geography of Colorado Springs, revenue potential could be somewhat lower.  The 
true revenue potential of this option would be dependent upon the amount of private 
right of way construction in the City. 
 
These are valid issues arising from the fact that a lane rental fee could raise bids 
from private contractors on streets projects and simply allow for a transfer of 
revenue from other City Enterprises to the General Fund.  For this reason, it is 
recommended that this option not be immediately adopted, but be explored further 
for its possible ramifications on right of way construction activity in the City. 
 
EG05. Explore Additional Fees for Cost of Service Recovery 
 

FY2009 Impact N/A Five Year Impact N/A 

Reoccurring/Non-
Reoccurring 

Reoccurring 
General Fund/Other 
Source/Both 

General 
Fund/Stormwater 
Enterprise 

 
There are a number of fees for engineering services for private development, 
engineering review, and inspection that Engineering could begin to charge.  As 
examples, the following table lists Engineering fees used in other cities and the 
dollar value of those fees.  Engineering should consider applying similar charges to 
its customers to recover its cost of service for the General Fund.  It should be noted 
that this best practice is already being used in airport operations for that Enterprise 
Fund. 
 
The National League of Cities’ December 2008-January 2009 survey of city fiscal 
conditions reports that one in two (49 percent) city finance officers report increasing 
the level of fees and charges for services.  Twenty-eight percent also report 
increasing the number of fees and charges, while 23 percent are targeting fee 
increases for new development.11 
 

Name  Fee Unit City  
Water and Sewer Line Testing Fees  
Pressure Test $35.00 Per test Carson City, NV 
Chlorine Test $35.00 Per test Carson City, NV 
Sewer Pressure Test per Manhole $20.00 Per test Carson City, NV 
Sewer Video Inspection $1.00 Per linear foot Carson City, NV 
Wastewater Treatment Capacity Fees    
Single family house, condo, townhouse $2,135.70 Per unit Vallejo, CA 
Duplex $3,480.40 Per unit Vallejo, CA 
Multi dwelling unit $1,423.80 Per unit Vallejo, CA 

Residential Public Sewer Connection Fee $47.00 
Per lin. Ft of 

frontage 
Newport News, VA

Sewer Inspection Fees    
Sewer lines  $1.50 Per linear foot Tempe, AZ 
Sewer services  $25.00 Per inspection Tempe, AZ 
Manholes, drop connects & cleanouts  $58.00 Per inspection Tempe, AZ 

                                                 
11 Chris Hoene, “Fiscal Outlook for Cities Worsens in 2009”, National League of Cities, February 2009, 
http://www.nlc.org/ASSETS/1F73FD6DD09249DB9B2FD014AA4D9C16/CFC_InterimSurvey_09.pdf. 
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Name  Fee Unit City  
Stormwater Inspection Fees    
Storm drains  $2.45 Per linear foot Tempe, AZ 
Storm water retention pipes  $1.00 Per linear foot Tempe, AZ 
Drywell  $86.00 Per inspection Tempe, AZ 
Headwalls  $48.00 Per inspection Tempe, AZ 
Catch basins & scuppers  $78.00 Per inspection Tempe, AZ 
Manholes  $58.00 Per inspection Tempe, AZ 
Water Line Inspection Fees    
Water mains  $1.85 Per linear foot Tempe, AZ 
Water services  $25.00 Per inspection Tempe, AZ 
Fire hydrants  $64.00 Per inspection Tempe, AZ 
Fire sprinkler connections  $0.75 Per linear foot Tempe, AZ 
Tap, sleeve & valve  $110.00 Per inspection Tempe, AZ 
Pipe encasement (in 20 linear feet sections)  $20.00 Per inspection Tempe, AZ 
Boring pit  $55.00 Per inspection Tempe, AZ 
Valve Cluster  $220.00 Per inspection Tempe, AZ 
Streets Inspection Fees    
Curb & gutter  $0.40 Per linear foot Tempe, AZ 
Sidewalk & bike paths  $0.45 Per linear foot Tempe, AZ 
Sidewalk ramp  $46.00 Per inspection Tempe, AZ 
Valley gutters & aprons  $30.00 Per inspection Tempe, AZ 
Driveway & alley entrances  $88.00 Per inspection Tempe, AZ 
Alley grading  $0.30 Per square yard Tempe, AZ 
New or replacement paving  $0.60 Per square yard Tempe, AZ 
Overlay  $0.15 Per square yard Tempe, AZ 
Mill and overlay  $0.20 Per square yard Tempe, AZ 
Manhole adjustments  $32.00 Per inspection Tempe, AZ 
Valve box adjustments  $32.00 Per inspection Tempe, AZ 
Irrigation lines & ditches  $2.45 Per linear foot Tempe, AZ 
Transportation Impact Fees    
SF Residential  $1,501.59 Per unit Redwood City, CA 
MF Residential  $1,021.08 Per unit Redwood City, CA 
Senior Housing $172.31 Per unit Redwood City, CA 
Affordable Housing  $795.84 Per unit Redwood City, CA 
Transit-Oriented Housing $855.90 Per unit Redwood City, CA 
Retail $4.97 Per square foot Redwood City, CA 
Office $3.45 Per square foot Redwood City, CA 
Industrial $0.90 Per square foot Redwood City, CA 
Hotel/Motel $915.97 Per room Redwood City, CA 

Service Station  $12,047.71 
Per fueling 

position 
Redwood City, CA 

Service Station with Mini-Mart $11,050.18 
Per fueling 

position 
Redwood City, CA 

Fast Food Restaurant $27.65 Per square foot Redwood City, CA 
Theater $210.22 Per seat Redwood City, CA 
Convenience Store $44.37 Per square foot Redwood City, CA 
Encroachment Permits    
Commercial $150 Per permit Tempe, AZ 

Non-commercial $600 
Per permit, per 

year 
Tempe, AZ 

Streetscape Permits and Fees    
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Name  Fee Unit City  

Bus Stop Bench Permit $50.00 
Per permit, per 

year 
Denver, CO 

 $75.00 Per permit 
Oklahoma City, 

OK 
 $20.00 Per permit Portland, OR 
Street Patching  $52 + $0.10/SF Per permit Aurora, CO 

 $311 +$2.90/inch 
thick, SF 

Per permit Austin, TX 

Banner Permit $100.00 Per permit Denver, CO 
 $56.00 Per permit Kansas City, MO 
 $31.00 Per permit Omaha, NE 
Kiosk Permit $200.00 Per permit Denver, CO 
News or Drop Box Permit $7.00 Per permit Denver, CO 
 $30.00 Per permit Portland, OR 
Pushcart Permit $60.00 Per permit Portland, OR 
 $305.00 Per permit Portland, OR 
Shelter Permit $200.00 Per permit Denver, CO 

Sidewalk Café Permit $50.00 
Per permit, per 

year 
Kansas City, MO 

 $10.00 
Per permit, per 

year 
Portland, OR 

Other    
Pre-application Consultation or Walk-in 
Requests for Advice 

$120 Per hour Berkeley, CA 

Paving New Roads and Overlay Permit $104.00 Per permit Aurora, CO 
 $1,667.00 Per permit Austin, TX 
 $336.00 Per permit Kansas City, MO 
Construction Traffic Plan Monitoring      $120 Per hour Berkeley, CA 
Post-construction Traffic Monitoring  $120 Per hour Berkeley, CA 

Dirt Hauling Permit $0.20 Per net cubic yards * 
miles traveled Redwood City, CA 

Technology Surcharge 4% of any engineering fee Vallejo, CA 
Review of Utility Cabinets Higher than 30” $159 Per cabinet Tempe, AZ 
Placement or Removal of Streetlight $33.00 Per streetlight Portland, OR 

 
The above fees are examples of the kinds of additional fees that the City could 
charge to further recover the cost of service.  These specific fees are not necessarily 
recommended for adoption; however it is recommended that the City investigate the 
general idea of additional Engineering fees to recover the Division’s costs 
associated with permitted activities. 
 
In general, there tends to be a lack of consistency in collecting and setting user fees 
across City departments.  Often these fees are not tied to cost recovery goals and it 
is not always clear to departments where fee revenue is coming from.  It is therefore 
recommended that consistency across departments in collecting, tracking, and 
setting fees be encouraged. 
 
EG06. Create and Maintain a Citizen Tracking System or 311 System 
   
FY2009 Impact N/A Five Year Impact N/A 
Reoccurring/Non- Reoccurring General Fund/Other General 
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Reoccurring Source/Both Fund/Stormwater 
Enterprise 

 
The use of technology such as www.springs.gov should be used for both 
Engineering and Stormwater to track citizen complaints.  The City can either create 
an online tracking system, or establish a non-emergency service request line or 311 
number for both receiving and tracking citizen complaints.  In Baltimore, Maryland, 
311 is used together with an on-line request system as part of the CitiTrack Request 
System.  Together with a CitiStat program (initiative EG07), Colorado Springs can 
ensure that roadway and stormwater service requests are completed in a timely, 
competent, and efficient manner.12 
 
Several cities have established 311 programs such as: Philadelphia, Pennsylvania, 
Albuquerque, New Mexico, Austin, Texas, Denver, Colorado, Kansas City, Missouri, 
Minneapolis, Minnesota, and New York City. 
 
There are start-up and maintenance costs for IT, software, hardware, and personnel 
associated with the creation and maintenance of a citizen tracking system or a 311 
system.  These costs would require a large upfront capital investment that would 
necessitate a significant initial funding commitment.  However, given the potential 
efficiencies gained from such a service, the City should explore and weigh the costs 
and benefits of implementing this program. 
 
EG07. Explore the Creation of CitiStat 
   
FY2009 Impact N/A Five Year Impact N/A 
Reoccurring/Non-
Reoccurring 

Reoccurring 
General Fund/Other 
Source/Both 

General Fund 

 
The City should explore the creation of a CitiStat program that will monitor street and 
stormwater repairs, as well as citizen complaints and responsiveness to those 
complaints.  In Baltimore, Maryland, CitiStat is a performance-based management 
group within the Mayor’s Office tasked with improving service delivery within the 
City.  CitiStat was developed from the ComStat program in New York City which 
used timely and accurate crime data to inform policing efforts. 
 
In preparation for each Baltimore CitiStat meeting, an analyst prepares an 8-12 page 
memo consisting of data analysis, field research, and interviews with residents and 
City supervisors.  This memo becomes the backbone of the CitiStat discussion.  
Analysts regularly look at two sets of data: the CitiStat template and the CitiTrack 
report.  The CitiStat template is an agreed upon set of metrics by which a 
department is measured.  Every two weeks, current performance is compared to 
past performance.  The CitiTrack report shows the responsiveness to citizen service 
requests as filed through the City’s non-emergency request line—311.  Every 
CitiStat analyst spends much time in the field and is therefore issued a digital 
camera.  This allows the analysts to show visual evidence of sloppy work.  After 

                                                 
12 City of Baltimore, 311 website, https://baltimore.customerservicerequest.org/web_intake_balt/Controller. 

http://www.springs/
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each meeting, the department receives a one-page follow-up consisting of 
recommendations and specific data requests for the next meeting. 
 
In Baltimore, overall service levels have improved.  In particular, Baltimore’s 
Department of Transportation (DOT) has increased its capacity for crosswalk 
painting, and roadway construction and repaving. 
 
Several other cities have adopted CitiStat programs such as: Buffalo, New York, 
Somerville, Massachusetts, Providence, Rhode Island, StateStat for the State of 
Maryland, Gmap for Washington State, and CapStat in the District of Columbia.13 
 
There are start-up and maintenance costs for IT, software, hardware, and personnel 
associated with the creation and maintenance of a CitiStat program.  However, given 
the potential efficiencies gained from such a service, the City should explore and 
weigh the costs and benefits of implementing this program. 
 
A CitiStat program would be particularly useful for the Stormwater Enterprise, 
Streets, and Engineering.  Such a system would need to conform to the unique 
performance tracking needs of the City and also be sensitive to patterns of 
neighborhood development. 
 
EG08. Environmental Planning – Green Streets Program 
   
FY2009 Impact N/A Five Year Impact N/A 

Reoccurring/Non-
Reoccurring 

Reoccurring 
General Fund/Other 
Source/Both 

General 
Fund/Stormwater 
Enterprise 

 
Portland, Oregon’s Green Streets program aims to improve neighborhood livability 
and safety, reduce pollution, and improve public health, mainly through the creation 
of effective and environmentally friendly stormwater management systems.  Starting 
in 2005, Portland engaged in a two-phase process to integrate stormwater system 
improvements, neighborhood livability, and improved water quality (the green street 
goals) with other city functions and to investigate viability and implementation issues.  
Portland was able to fund this initiative by subsidizing the purchases of curb 
extensions and coordinating among departments to determine which areas were in 
greatest need of stormwater management improvement.  In March 2007, Portland’s 
government endorsed the Green Streets Policy and made it binding, thus directing 
City departments and agencies to 1) implement green street facilities in some city-
funded development infrastructure, 2) require 1 percent of the construction costs of 
most city-funded development be put towards the Green Streets fund, and 3) 
provide for funding, outreach, and evaluation mechanisms for the Green Streets 
program.14 
 

                                                 
13 City of Baltimore, CitiStat website, http://www.baltimorecity.gov/government/citistat/. 
14 City or Portland, http://www.portlandonline.com/bes/index.cfm?c=44407. 



A Green Streets Program can be seen as a low impact development strategy that 
eliminates the need for storm water diversion infrastructure such as concrete 
stormwater channels and detention ponds. 
 
A Green Streets Program can also help ensure that Colorado Springs’ rapid 
expansion limits negative impacts on the local environment.  Colorado Springs 
performs little City-funded development.  However, the City could request that 1 
percent of project or capital spending be placed in a Green Streets fund. 
 
 
COLORADO SPRINGS FIRE DEPARTMENT 

Overview 
 
Mission and Responsibilities 
The mission of the Colorado Springs Fire Department (CSFD) is to mitigate the 
threat to life and property from fire, medical, and other emergencies through 
education, prevention, community preparedness, emergency response, and 
recovery programs. A variety of Fire Department programs, including fire code 
enforcement, community education, emergency management, and emergency 
response, provide direct services to the community.  The supportive fire services 
include fire and medical training, apparatus and facilities maintenance, 
communications, finance, analysis, and planning. 
 
Divisions 
The Colorado Springs Fire Department consists of the following divisions: 
 
 Operations:  The Operations Division protects life and property through the 

effective delivery of emergency response, prevention, and public educational 
services.  All emergency response personnel are emergency medical 
technicians (EMT), and all stations are staffed with paramedics.  In the dual 
roles of firefighters and emergency medical responders, fire personnel 
provide fire suppression, basic and advanced emergency medical services, 
rescue, response to hazardous materials incidents, and fire and life safety 
education to the public. 

 
 Office of Emergency Management:  The mission of the Office of Emergency 

Management is to provide mitigation, preparedness, response, recovery, and 
coordination for large-scale emergencies and disasters, both natural and 
man-made, to the citizens of Colorado Springs for the purpose of saving lives, 
and preventing property damage. 

 
 Support Services:  The Support Services Division ensures the operational 

readiness of emergency response personnel, apparatus, and equipment.  
This Division provides human resource functions, develops specifications for 
purchases, maintains apparatus and equipment, provides basic and 
advanced fire and medical training, and oversees required certifications.  The 
Office of the Fire Marshal was recently placed under the Support Services 
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Division.  This Office has a broad mission to promote a safer community 
through hazard mitigation, fire code development and enforcement, fire 
investigation, community education and injury prevention, enforcement of 
hazardous materials regulation, and the management of fire risk, especially in 
the stormwater / urban interface. 

 
 Finance, Planning and Analysis:  The Finance, Planning and Analysis 

Division develops and monitors the budget, coordinates purchasing, assists 
with grant applications, ensures compliance with grant requirements, engages 
in analysis of operational activities and proposals, and provides strategic 
planning. 

 
Employee Count15:   

 

Division 
FY2006  
Actual 

FY2007 
Budget 

FY2008 
Authorized 

FY2009 
Proposed 

FY2009 
Adjusted 

Operations 422.00 436.00 425.00 413.00 N/A 
Office of Emergency Mgmt 3.50 3.50 7.75 7.75 N/A 
Office of the Fire Marshal 30.75 31.75 30.75 0.00 N/A 
Support Services 38.00 31.00 40.00 66.00 N/A 
Finance, Planning and Analysis 14.00 14.00 10.00 5.00 N/A 
Total 508.25 516.25 513.50 491.75 N/A 
 
 The Office of the Fire Marshal is consolidated into the Support Services 

Division in the 2009 budget. 
 

 15.75 positions are eliminated to reduce ongoing expenditures or to reflect 
actual funding and proper number of positions.  This includes eleven 
firefighter positions eliminated that were held vacant and were not funded in 
the 2008, three vacant positions, and two special positions. 
 

 A battalion chief position is transferred from the General Fund to Public 
Safety Sales Tax (PSST) Fund. 
 

 One Fire and Life Safety Educator is eliminated from the PSST to reduce 
ongoing expenditures. 

 
 

                                                 
15 PSST and General Fund supported positions included. 



  Page | 54 

Budget16 

Category 
FY2006 
Actual 

FY2007 
Actual 

FY2008 
Authorized 

FY2009 
Proposed 

FY2009 
Adjusted 

Salaries Civilian 2,841,077 2,509,846 2,610,273 2,385,282 1,967,282 
Salaries Uniform 25,884,977 26,995,390 26,709,882 27,699,280 27,699,280 

Benefits 8,771,962 8,087,369 7,582,345 8,111,220 8,111,220 

Operating - - - - -162,500 
Materials & Supplies 606,241 564,349 697,877 587,452 587,452 
Maintenance 349,878 244,544 280,168 276,358 276,358 
Services 168,150 156,134 144,691 146,969 146,969 
Schooling, Travel, 
Dues & Subscriptions 

209,455 144,838 205,524 146,483 146,483 

Utilities, Rent, 
Insurance, Phone 

703,297 623,896 718,417 595,613 595,613 

Minor Equipment 256,632 266,849 253,276 238,348 238,348 
Internal Services 7,577 13,667 18,067 20,593 20,593 
Capital 471,678 675,435 762,684 713,870 563,870 
Matching Object/Rev - - - - - 
Non-Operating Object 125 400 - - - 
Project/Grant Object - - - - - 
Total $40,271,049 $40,282,717 $39,983,204 $40,921,468 $40,190,968

 
In FY2009, the following significant changes were made to the Fire Department’s 
budget: 
 
 Funding of $600,000 is included for New Hire Pension increases and an 

additional Old Hire Pension payment. 
 

 Funding of $380,000 is included to restore the salary and benefit baseline 
budget to account for underfunding that occurred in previous years. 

 
 

All Funds Budget Summary17 
 

Use of Funds FY2007 
Actual 

FY2008 
Budget 

FY2009 
Adjusted 

% Change     
FY2008-2009 

General Fund $40,282,717 $39,983,204 $40,190,968 0.52% 
PSST $10,875,820 $10,881,091 $9,813,472 -9.81% 
Grants $991,087 $3,815,959 $471,585 -87.64% 
Total $52,149,624 $54,680,254 $50,476,025 -7.69% 

 
On January 26, 2009 the CSFD and the Colorado Springs Police Department 
(CSPD) were directed to reduce their General Fund budgets by 1 percent and the 
PSST budget by $1.7 million.  This 1 percent reduction amounts to $418,000 to the 
General Fund budget and $829,000 to the PSST budget for the CSFD. 
 

                                                 
16 PSST Funds not included. 
17 City of Colorado Springs 2009 Budget, p.19-2. 
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The $829,000 reduction of the PSST budget was off-set by payments on Certificates 
of Participation (COPs) for two construction projects that were put on hold 
indefinitely. 
 
Additional proposed changes to the FY2009 CSFD budget to cover the 1 percent 
decrease have included: 
 
 Elimination of two Office Specialist positions, with the work being distributed 

among remaining staff. 
 

 Elimination of five vacant firefighter positions.  The operational impacts are 
that the Hazardous Materials unit is cross-staffed with an engine company, 
and the minimum daily staffing is reduced from 119 to 115. 
 

In addition to sustaining the impacts of the 1 percent reduction, the CSFD and the 
CSPD have worked to combine administrative functions.  In February the CSFD and 
CSPD began implementing recommendations for cost reductions and operating 
efficiencies.  These changes included, but are not limited to the following: 
 
 Consolidating the two finance groups under a single manager by eliminating 

one manager position within the CSPD. 
 

 Realigning duties among lower-level fiscal personnel in CSPD and CSFD to 
maximize the utilization of existing capabilities and expertise by eliminating 
one Senior Office Specialist within the CSPD. 

 
 The CSFD Fleet operation will assume responsibility for maintaining the 

CSPD’s heavy vehicles. 
 
 CSPD and CSFD will combine the Human Resource Manager function saving 

each organization approximately $60,000 per year and the Human Resource 
staff in the CSPD and CSFD will determine additional areas of collaboration. 
 

 CSFD will consider additional collaboration opportunities with the CSPD, such 
as on recruiting and promotional processes. 
 

 CSFD will be assisted by the CSPD to create a volunteer program for the 
CSFD. 
 

 CSPD and CSFD will explore combining classes on general topics such as 
ethics and supervisory training to determine whether greater efficiencies and / 
or cost reductions can be achieved. 
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Contracting 

The CSFD currently participates in limited contracting opportunities, which is 
generally common for public safety agencies due to the sensitive nature of the data 
and the public perception that these are core services that should be provided by the 
City itself and not contracted out. 
 
Some of these limited contracted services include: 
 

 Large architectural, engineering or construction services that the City must 
secure for development of large capital projects. 

 Professional services for facilities work including roofing, paving, electrical, or 
other professional services. 

 Development of entry level examinations for firefighter candidates. 
 Departmental climate survey that needed to be conducted by an unbiased 

third party. 
 Other projects that may be deemed outside the scope of staff capability or 

time constraints. 
 
The El Paso County Emergency Services Agency has contracted with American 
Medical Response (AMR), a private company, to provide emergency transport.  
CSFD does not provide transport services. 
 
Other contracting options that align with public safety include: 
 

 Emergency Call Center would provide an opportunity to create a partnership 
or consolidation with El Paso County; in some cases cities have outsourced 
these centers. 

 Using a third party fee company to collect accident response fees billed to 
insurance companies as discussed in Initiative FD09 or other fees that the 
CSFD is responsible for collecting.  Collection companies usually do not 
charge cities for their services, yet collect a percentage of the fees they 
collect, typically up to 10 percent. 

 
 Privatizing emergency medical services (EMS) operations.  The CSFD 

estimates that the marginal cost to the department to provide EMS service is 
$3 million to $4 million annually. 

 

Performance Benchmarks and Comparable Analysis 

The CSFD currently benchmarks against International City / County Management 
Association (ICMA) reporting cities for performance benchmarks and other front-
range cities for a uniform salary comparable analysis.  The following benchmarks 
use ten comparable cities which were agreed upon by the Sustainable Funding 
Committee. 
 
The CSFD responded to 45,012 emergency incidents in 2007, and estimates 45,134 
for 2008 and 46,287 for 2009.  The number of emergency incidents in Colorado 
Springs is lower than the average of 49,729 for the ten comparable cities.  Denver 



has the highest number of incidents with 91,838 and Westminster the lowest with 
8,147.  It is important to note that not all comparable cities have primary 
responsibility for Emergency Medical Services (EMS) in their jurisdictions, as is the 
case in Colorado Springs.  All firefighters maintain a minimum medical certification of 
Emergency Medical Technician (EMT) and the CSFD serves as the first response to 
every emergency involving the health of people in Colorado Springs. 
 

Emergency Incidents 
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Since 2003 the growth of emergency incidents has slowed, and with the 
implementation of the Alternative Response Program in 2006 that alters the 
response of low priority calls, the CSFD has seen a slight decline in the incident rate. 
 
One performance measure used by most cities is response time to those emergency 
incidents as discussed above.  The National Fire Protection Association (NFPA) has 
established response time standards for fire suppression and EMS in NFPA 1710.  
While response time is a widely used and accepted performance measure for fire 
departments, it is difficult to compare with other cities as the definition of response 
time may vary across cities and jurisdictions.  Measurement practices may also vary 
from city to city, as some cities measure the beginning of the response time from 
when the call is received, some from the time an apparatus is deployed.  Timing 
stops can vary a great deal as well, with some stopping the clock with arrival at the 
door, some measure upon initial patient contact.  As illustrated below, other 
comparable cities identified may measure response time by average response time 
(ART), whereas Colorado Springs maintains response standards set by a resolution 
the City Council in 1999 of eight minutes from the time a call is received at the 
Emergency Communications Center to the arrival of the first unit at the scene 90 
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percent of the time.  For a structure fire, this response standard is twelve minutes 
from call receipt to the arrival of the minimum effective force of two engines and a 
ladder tuck 90 percent of the time.  In 2007, the CSFD achieved this standard 89.9 
percent of the time. 
 

Response Time Standards 
 

Benchmark Colorado 
Springs 

Comparable 
Cities 

Response Time 
Standards 

Fire Department/EMS       

Aurora 90% (8 minutes) 
Denver 85% (< 4 minutes) 
Fort Collins ART= 4:20 minutes
Westminster ART= 4:49 minutes
Albuquerque 84% (< 5 minutes) 
Austin 80% (8 minutes) 
Kansas City 72% (< 5 minutes) 
Oklahoma City 61% (< 6 minutes) 
Portland 90% (< 7 minutes) 

% of Fire Responses 
Meeting Response Time 
(Standard) 

90% 
(8 minutes) 

Omaha 88% (4 minutes) 

 
In addition to number of emergency incidents and response time standards, an 
important benchmarking analysis includes an examination of the cost to provide fire 
service to the City.  For Colorado Springs, this research included benchmarking the 
number of sworn fire personnel per 1,000 people and the minimum base salary for a 
firefighter. 
 
The number of sworn fire personnel per 1,000, as shown in the graph on the 
following page, is a better analytical tool than the overall headcount for a fire 
department.  Many fire departments utilize civilians to perform administrative or non-
hazardous and non-emergency calls for service.  According to staff, Colorado 
Springs utilizes approximately 55 civilians, or just over 12 percent of their total force. 
 
The number of uniformed firefighters (sworn personnel) in the CSFD is far below the 
average of comparable cities outside of Colorado as illustrated in the chart below.  
Colorado Springs has 1.16 sworn fire personnel per 1,000 compared to the average 
of 1.38.  Fortunately, a lower number of sworn fire personnel has not impacted the 
City’s overall performance when compared with other cities’ firefighting and 
emergency response capabilities.  Slightly below Colorado Springs are Aurora and 
Westminster, with 0.93 and 0.94 respectively.  Kansas City has the highest ratio of 
sworn personnel among the comparable cities with 2.09 sworn fire personnel per 
1,000. 

 

 

 

 



Sworn Fire Personnel per 1,000 

 
Alternatively, the following chart outlines civilian staffing for comparable cities.  The 
numbers below reflect the most recent data available from the comparable cities as 
of March 2009.  Notably, Fort Collins numbers reflect 2007 personnel data. 

This chart comparatively shows that while CSFD is below the average of 
comparable cities in sworn personnel, they also utilize the largest percent of civilian 
personnel. 
 

Civilian Staffing for Comparable Cities 
 

Benchmark Cities Sworn Fire Civilian % Civilian

Colorado Springs 436 55 12.6%
Aurora 305 18 5.9%
Denver 917 40 4.4%
Fort Collins 150 18 12.0%
Westminster 134 6 4.5%
Albuquerque 688 22 3.2%
Austin 1,057 62 5.9%
Kansas City 889 55 6.2%
Oklahoma City 950 50 5.3%
Portland 722 83 11.5%
Omaha 679 9 1.3%  

 
The minimum base salary, as shown in the graph on the graph below, is defined as 
the minimum base salary paid to full time sworn / uniformed personnel.  This amount 
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does not include uniform allowance, holiday pay, or any other additional 
compensation.  Data for the comparable cities was gathered from the International 
City / County Management Association (ICMA) “2007 Municipal Yearbook”.  The 
cities that were not included were contacted and asked to provide the minimum base 
salary for 2006.  Colorado Springs data was not available through ICMA’s Yearbook, 
therefore, the CSFD provided the minimum base salary for 2006 for a 4th class 
firefighter.  A 4th class firefighter is a firefighter whom has just completed the 
necessary training for the CSFD. 

Minimum Base Salary for Sworn Fire Personnel 

$0

$5,000

$10,000

$15,000

$20,000

$25,000

$30,000

$35,000

$40,000

$45,000

$50,000

Minimum Base Salary Average Minimum Base Salary
 

 
Using the ICMA data comparison analysis, Colorado Springs’ minimum base salary 
is $41,520 which is slightly higher than the $38,341 average minimum base salary of 
the comparable cities.  This may be explained by the fact that firefighters in Colorado 
Springs are also dual-trained in EMS and possess many skills needed to carry out 
specialty programs within each company, such as Hazardous Materials, High Angle, 
Swift Water, and Ice Teams that carry out multiple missions. 
 
Fort Collins has the highest minimum base salary at $44,016, and Kansas City the 
lowest at $32,712. 
 
As noted above, the CSFD also benchmarks against other front-range cities for a 
uniform salary comparable analysis.  Those cities approved by City Council nearly 
ten years ago include:  Aurora, Arvada, Boulder, Denver, Greeley, Lakewood, Fort 
Collins, Westminster, and Pueblo.  The last salary survey was done by rank in 2007.  
It should be noted that while the minimum base salary for a 4th class firefighter was 
higher amongst comparable cities, CSFD staff contend that other ranks in the front-
range cities are very competitive, noting that Denver Fire Department has recently 
recruited firefighters from the CSFD. 
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Alternative Deployment and Staffing Options 
 

One common discussion in many cities when looking for cost-saving initiatives is the 
3 versus 4-person staffing for engine companies.  As a cost saving initiative, many 
cities have gone to one of the three strategies below: 
 
 Fewer stations/units with the same number of personnel 
 Fewer personnel at the same number of stations/units 
 Fewer stations/units and fewer personnel 

 
An effective and efficient fire delivery system must match the breadth and depth of 
delivery to the demand for services.  Too many resources means the community is 
paying more than it needs for protection and too few means risk will be elevated.  
While some cities are good candidates for the options above, including three-person 
staffing, Colorado Springs is not for the following reasons: 
 
 Colorado Springs is considered a high hazard �tormwat environment, 

producing an increased risk for adequate fire staffing and resources;  
 Proximity to nearest “larger city” that may be able to provide support is over 

60 miles; 
 The geographical and demographic make-up of Colorado Springs; 
 CSFD supports the “two in / two out” fire staffing rule promulgated by OSHA 

and NFPA. If the CSFD were to move to three-person staffing, additional units 
would be required on scene in order to have sufficient personnel to take 
certain actions at a fire.  This effectively would increase the time before these 
actions could be taken; 

 Recent changes to employ a 56-hour work schedule versus a 52-hour work 
schedule have been made to accommodate four-person staffing; and, 

 The CSFD is already able to optimize staffing internally through a simulation 
model. 

 
As you will see from the chart below, the only comparable city to utilize 3-person 
staffing for engine companies is Fort Collins (Poudre Fire Authority).  Ideally, 
according to staff at Poudre Fire Authority, they would operate at a 4-person 
staffing level if budget reductions did not force them to staff at the lower level. 
 

 
 
 
 
 
 
 
 
 
 
 
 



Apparatus Staffing for Comparable Cities 
 

Benchmark Cities 4-Person 
Staffing

3-Person 
Staffing

Colorado Springs x
Aurora x
Denver x
Fort Collins x
Westminster* x
Albuquerque x
Austin** x
Kansas City x
Oklahoma City x
Portland x
Omaha x
* 78% of the time for 2008.
** 5 Ladder Units still operate 3-Person.  

 
Since Colorado Springs is considered a high hazard stormwater environment, an 
analysis of fires per 1,000 people is important when comparing Colorado Springs to 
other cities. 
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Colorado Springs has a fairly low number of fires per 1,000 as compared to the 
comparable cities, despite their urban fire risk.  Their 2.4 fires per 1,000 people 
closely align with that of other Colorado cities.  Kansas City is an extreme outlier in 
this analysis and it must be noted that measurement practices may vary from city to 
city (e.g. actual fires versus fire suppression responses measured). 
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The low number of fires in Colorado Springs may also be explained by the proactive 
approach by the CSFD to fire prevention.  Through the Community Education 
section within the Office of the Fire Marshal, citizens in Colorado Springs are 
provided a variety of educational programs that can be taught to children, adults and 
seniors.  The CSFD also has the Fire Wise website, developed to help residents 
identify their home’s wildfire hazard risk, provide them with information on how they 
can improve their hazard rating, and provide a mitigation plan to those affected by 
the risk of wildfire in the stormwater-urban interface. 

Progress 
 
 The Colorado Springs Fire Department (CSFD) has benefited from changes 

in policies in 2006 and 2007 on responding to certain low priority calls through 
the Alternative Response Program.  There has been a pause in the growth of 
medical incidents, and fire-related incidents have continued to decline, 
representing less than 2 percent of the emergency incidents.  Medical 
responses continue to be over 60 percent of all emergency incidents.  The 
total number of incidents in 2007 was 45,012 and estimated at 45,134 for 
2008.18 
 

 The CSFD has equipped all front line apparatus with Automatic Vehicle 
Locators (AVL) and Geographic Information Systems (GIS) through federal 
grants.  In fact, in 2006 the Department was awarded a Special Achievement 
Award (SAG) in GIS at the twenty-sixth Annual ESRI International User 
Conference.  ESRI is the world leader in GIS software and presents this 
award to organizations that display dedication and commitment through their 
use of GIS technology.  This proves CSFD is at the forefront of applying and 
promoting GIS use in public safety. 

 
 The CSFD has taken a proactive approach to fire safety.  Through successful 

community education programs taught to children, adults, and seniors, and 
more stringent fire codes, the City has seen a declining number of fires.  
Wildfire hazard evaluations have been performed on over 44,000 homes 
within the City’s Wildland Urban Interface and 772 acres have been treated 
for fuels management. 

 
 The CSFD is part of the federally funded Pikes Peak Metropolitan Medical 

Response System (MMRS) that is sponsored by the City of Colorado Springs 
and administered by the Office of Emergency Management.  The purpose is 
to leverage partnerships with local jurisdictions to enhance hazardous 
response capabilities.  Coordinated efforts from six surrounding counties and 
local offices of emergency management, law enforcement, fire departments, 
hospitals, mental health facilities, EMS services, health departments, local 
military installations, National Guard, FBI, American Red Cross and various 
other local, state and federal agencies work together on this multi-disciplinary 
approach. 

 
                                                 
18 City of Colorado Springs 2009 Budget, p.19-6.  
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 The CSFD has a Finance, Planning and Analysis Division that is able to 
produce fundamental management information.  Through this Division the 
CSFD is able to increase accountability by being able to support short-term 
and long-term data-driven decisions that are made through conducting 
research and analysis, developing forecasts, using trend analysis and 
simulation models, and monitoring local and national trends.  This Division is 
also responsible for assisting the CSFD with grant applications, monitoring 
grants and ensuring compliance with grant requirements. 

 
 A new station and station relocation are planned for the future, currently 

delayed until 2010, through the Public Safety Sales Tax that was approved in 
2001.  Since the Tax’s inception, it has allowed for three additional fire 
stations and necessary staff and equipment, two new aerial truck companies, 
relocation of a fire station to optimize deployment, ability to provide paramedic 
services out of all fire stations, fire prevention personnel to improve building 
safety, ability to upgrade the City’s weather and flood alert system, and 
dispatch notification for fire stations, as well as providing for increased wildfire 
prevention and risk reduction programs in city neighborhoods. 
 

 The City of Colorado Springs currently holds an Insurance Services Office 
(ISO) rating of 2.  This rating is applied to fire departments in most states 
every ten years.  The ISO rating has a direct impact on insurance premiums 
that individuals pay on homes and commercial buildings.  The lower the ISO 
rating on a scale of 1-10 the better the insurance rates will generally be for 
the City.  ISO ratings review the following three areas when making the 
determination: fire departments, city water main and hydrant capabilities and 
911 dispatch services.  In essence, the low rating in Colorado Springs 
indicates that the City has effective fire protection services. 

Challenges 
 
 The CSFD faces the same unique challenge as the Colorado Springs Police 

Department, in that Colorado Springs is a geographically large city covering 
194.5 square miles with a very low population density.  It is the second most 
populous city in the state of Colorado.  These factors help explain why the 
average response time standard of 8 minutes for Colorado Springs may be a 
bit longer than every other comparable city except for Aurora and Austin.  
There are also no large cities available for support surrounding Colorado 
Springs, impacting their staffing and equipment needs.  An influx of residents 
has occurred as the City has grown significantly in recent years, substantially 
changing the demographics of the City.  Below are the station locations for 
the 20 stations within Colorado Springs. 



Fire Station Locations 
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 Overall, Colorado Springs is meeting this 8 minute response time standard 90 
percent of the time. While response time is a widely accepted and used 
performance measure for fire departments, how it is measured can vary from 
city to city.  In Colorado Springs, the Fire Department evaluates the percent of 
fire responses meeting the City’s response time standard.  Several other 
comparable cities were identified use the average response time (ART).  
Complicating this benchmark is the definition of response time.  In Colorado 
Springs, the timer begins when the call is received and ends when the first 
truck arrives at the scene.  Other cities may use different standards.  It should 
be noted that since 2002 when resources were added through the Public 
Safety Sales Tax (PSST) funds, it has helped the CSFD maintain coverage 
as growth has occurred in perimeter areas as Fire Station #14 was relocated 
and Fire Stations #19 and #20 were constructed. 
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 A continued challenge for the CSFD is that of recruitment.  According to staff, 
the turn-over rate due mostly to retirements is approximately 5-10 people per 
year.  As of January, 10 positions were vacant.  The CSFD faces diversity 
challenges and their minority representation continues to decrease.  The 
Department notes that front-range cities with union-negotiated employee 
contracts continue to recruit their qualified hires. 
 

 The City of Colorado Springs faces the risk of a catastrophic fire in its 
stormwater-urban interface.  A wildfire in this area, which is primarily west of 
I-25, could grow quickly due to terrain and vegetation, potentially resulting in 
loss of life and large losses of property. 

 
 There are approximately 19,950 businesses in Colorado Springs that are 

required to receive annual fire and life-safety inspections, but due to a limited 
number of resources, an estimated 2,000 businesses received their 
inspection in 2008.19  This is further complicated by the fact that the City has 
no accurate count of the number of businesses in Colorado Springs.  PFM 
has provided best practice methods for collecting this data to City staff to 
ensure that this issue is immediately resolved to allow for more accurate 
reporting. 

Initiatives 
 
FD01. Continue Civilianization and Volunteer Efforts 
   
FY2009 Impact Not Available Five Year Impact Not Available 
Reoccurring / Non-
Reoccurring 

Reoccurring General Fund (GF) / 
Other Source / Both 

General Fund/PSST 

   
As with the CSPD, the CSFD should also continue to find opportunities to civilianize 
positions within the CSFD as economic conditions improve.  Using uniformed staff in 
administrative positions results in increased costs to the CSFD.   Uniformed 
positions have higher salary costs, fringe benefit costs, and retirement benefit costs.  
According to CSFD they currently utilize a force with approximately 12.6 percent 
civilianized positions.  The CSFD should also explore additional opportunities for 
volunteer services. 
 
FD02. Explore Opportunities for City / County Call Center Merger 
 
(See Initiative PD04.) 
 
FD03. Recover Full Cost of Existing Fire Department Fees 
   
FY2009 Impact Not Available Five Year Impact Not Available 
Reoccurring / Non-
Reoccurring 

Reoccurring General Fund / Other 
Source / Both 

General Fund 

 

                                                 
19 City of Colorado Springs 2009 Budget, p.19-15. 
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Where existing fees are charged to recover costs for fire services, it is common to 
frequently review and update the fees assessed.  The CSFD engages in this 
process annually.  While there may be minimal opportunities in the short-term for 
adjustments, it is important that fees be reviewed every year to account for gradual 
increases in costs of service.  More importantly, it is critical that cities identify the full 
cost of service to ensure full cost recovery so taxes do not subsidize the activity.  As 
a general rule, governments cannot charge a user fee in excess of the full cost of 
service, but many cities do not quantify the fully loaded cost for labor, benefits, 
supplies, materials, administrative overhead and central services when determining 
the cost of service. 
 
FD04. When Appropriate, Discuss Reimbursement of CSFD Response 

Assessments with AMR 
 

First Year Impact Not Available Five Year Impact Not Available 
Reoccurring / Non-
Reoccurring 

Reoccurring General Fund / Other 
Source / Both 

General Fund 

 
Currently the CSFD does not charge any fees to patients for EMS response, yet 
every firefighter is adequately trained in EMS services.  The City should propose to 
the El Paso County Emergency Services Agency Board that the Board pursue 
reimbursement to the CSFD using national standards for reimbursement for first 
response assessment to accidents that require patient transport.  It should be noted 
that this contract was most recently negotiated in 2008. 
 
It should also be noted that according to CSFD staff, the 2009 estimated cost per 
emergency incident for the City has been calculated at $1,225.40.  The cost to send 
a single engine company to an incident that lasts an hour or less is currently 
calculated as $746. 
 
FD05. Create a Fire Foundation 
   
FY2009 Impact Not Available Five Year Impact Not Available 
Reoccurring / Non-
Reoccurring 

Reoccurring General Fund / Other 
Source / Both 

General Fund/PSST 

 
Currently the City can accept donations through the establishment of Gift Trust 
Accounts.  The CSFD can benefit from these donations when the trust specifies they 
be used for fire services specifically.  This initiative expands on that idea, 
recommending that the CSFD should support the development and establishment of 
a nonprofit Fire Foundation for the donation of tax exempt private and corporate 
contributions to the CSFD.  This Foundation would not only allow the CSFD to 
accept donations, but allow for the solicitation of tax exempt donations.  Nationally, 
many cities team with nonprofit foundations to help fund youth and community 
programs, training and professional development, and specialized equipment.  
Recent disasters and budgetary constraints due to the downturn of the economy 
have reinforced the need for cities to secure funding in these areas so they can 
continue to provide the best-in-class emergency response to their citizens, 
businesses and visitors. 
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The Atlanta Fire Foundation is an example of how a foundation provides an avenue 
for citizens and businesses to donate money and other items with a tax exemption 
as an incentive to assist the Atlanta Fire Rescue20.  Similarly, the Wildland 
Firefighter Foundation in Boise, Idaho is a non-profit organization that provides 
assistance to fallen firefighters’ families and firefighters injured in the line of duty, 
works to provide avenues of recognition for stormwater firefighters past, present and 
future, and supports programs and partners that work toward reducing the potential 
of stormwater firefighters being injured or killed in the line of duty.21 
 
FD06. Enhance Fire Inspection Program 
 
FY2009 Impact Not Available Five Year Impact Not Available 
Reoccurring / Non-
Reoccurring 

Reoccurring General Fund / Other 
Source / Both 

General Fund 

 
According to the 2009 Budget, there are approximately 19,950 businesses in 
Colorado Springs that are eligible for a business inspection.  It should be noted that 
the City has struggled with an actual determination of this number, and a 
recommendation has been given by PFM to ensure accuracy of this number in the 
future.  Using this number, just over 10 percent of these businesses were estimated 
to actually receive an inspection in 2008. 
 
By enforcing a general business license, as described further in Initiative CC02, the 
CSFD could implement a coordinated process with the office responsible for issuing 
those business licenses to ensure that the businesses that are required to have a 
fire inspection, indeed receive one.  Currently, the CSFD has no appropriate way to 
gather information on what businesses should be receiving annual fire inspections. 
 
Enhanced code enforcement and adequately tracking businesses within the city can 
achieve twin goals, most importantly, lives and property can be better protected by 
ensuring that required safety practices and standards are being met.  Another 
benefit of enhanced enforcement is increased revenues from fees and fines that can 
help support these critical services. 
 
FD07. Enhance Hazmat Permit Program 
   
FY2009 Impact Not Available Five Year Impact Not Available 
Reoccurring / Non-
Reoccurring 

Reoccurring General Fund / Other 
Source / Both 

General Fund 

 
As is the case with the previous initiative, the CSFD has no proper way to identify if 
a business that is required to have a hazmat permit has taken the appropriate steps 
to secure such a permit.  If the City of Colorado Springs were to implement a general 
business license as recommended in Initiative CC02, the CSFD could implement a 
coordinated process with the office responsible for issuing business licenses to 

                                                 
20 http://atlantafirefoundation.com/ 
21 http://www.wffoundation.org/ 
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ensure that businesses that are required to have a hazmat license take the 
appropriate steps to secure the proper permit. 
 
FD08. Maximize Grant Opportunities 
   
FY2009 Impact Not Available Five Year Impact Not Available 
Reoccurring / Non-
Reoccurring 

Reoccurring General Fund / Other 
Source / Both 

General Fund/PSST 

 
It is critical for the CSFD to continue to be successful in securing competitive grants, 
recognizing also that the City must consider the TABOR impact on any grant 
opportunity.  These grants allow the CSFD to maximize taxpayer dollars and fund 
much needed equipment, training and fire safety programs.  The Office of 
Emergency Management also works to obtain money and equipment grants for 
other city departments and agencies.  The City should consider a yearly budget item 
that funds any matching needs for grant applications that are being submitted that 
align with department priorities.  
 
FD09. Begin Discussion on Merging Fleet Management and Fire’s Fleet Division 

 
(See Initiative FM15.) 

 
FD10. Investigate Charging Insurance Companies for the Cost of Responding to 

Motor Vehicle Accidents 
   
FY2009 Impact $533,525 Five Year Impact $2,667,625 
Reoccurring / Non-
Reoccurring 

Reoccurring General Fund / Other 
Source / Both 

General Fund 

 
The City should investigate permitting the CSFD to charge insurance companies for 
the cost of responding to motor vehicle accidents that involve rescue operations or 
hazardous material spills.  This is an equitable, yet unpopular way to recover the 
costs of essential services in this time of recession when cities need to look for the 
most innovative ways to examine new methods of revenue generation. 
 
Fire Departments have been recovering costs from crashes, other than EMS 
services since 1999.22  There are currently 18 states with municipalities that have 
implemented or entered into contracts with collection services to charge a fee when 
the police or fire department is sent out to respond to a traffic accident and the fees 
that are charged range from $200 to over $2,000.  It should also be noted that some 
states including Georgia, Indiana, Missouri, Pennsylvania, and Tennessee have 
passed laws prohibiting cities from charging these fees.23  
If the CSFD were to bill insurance companies through a third party billing agency, 
the following revenue potential could be realized with the assumptions outlined 
below: 
 

                                                 
22 http://www.municipalfeefacts.com 
23 http://www.accidenttax.com/site/page/questions_and_answers 
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For 2008, the CSFD responded to approximately 3,538 traffic accidents and 
according to CSFD staff, 2,127 of those traffic accidents resulted in patient 
treatment.  This static number of 2,127 will be used for the five year analysis.  Let’s 
also assume the CSFD were to charge insurance companies $371.29 per incident 
as calculated for an incident of “moderate” severity by Revenue Rescue-Intermedix 
in 2008 for the CSFD24.  There will also be no adjustment for the cost of inflation and 
an average collection rate of 67 percent for the five year period.  The collection rate 
has been assumed by using the net collection rate for 13 comparable and other 
cities that utilize a third party billing agency for collection of similar fees. 
 
 

[2,127 billable incidents] * [$371.29] * [.67] 
 

 
Assuming a standard third party collection fee of ten percent, the City could expect 
the following revenue from charging insurance companies for traffic accidents: 
 

 FY2009 FY2010 FY2011 FY2012 FY2013 Total 

Discounted % 
of Impact 

0% 0% 0% 0% 0% 0% 

Fiscal 
Impact25 

$476,210 $476,210 $476,210 $476,210 $476,210 $2,381,050 

 
Using the 2008 number of 256 Hazmat incidents, and assuming the same as above, 
the City could expect the following revenue from charging insurance companies for 
Hazmat incidents: 
 

 FY2009 FY2010 FY2011 FY2012 FY2013 Total 

Discounted % 
of Impact 

0% 0% 0% 0% 0% 0% 

Fiscal Impact $57,315 $57,315 $57,315 $57,315 $57,315 $286,575 

 
FD11. City Should Explore the Creation of a Fire District 
 
FY2009 Impact To Be Determined Five Year Impact To Be Determined 
Reoccurring / Non-
Reoccurring 

Reoccurring General Fund / Other 
Source / Both 

To Be Determined 

 
The Committee would like to recommend that the City bring together a group of 
stakeholders to begin the exploration of the creation of a fire district. 

FD12. The City Should Explore the Operational Options of Fire and Medical 
Response 
 

FY2009 Impact To Be Determined Five Year Impact To Be Determined 

                                                 
24 Revenue Rescue-Intermedix ERB (Emergency Response Billing) Solution has provided a report to the CSFD 
with similar recommendations for billing for the reimbursement of costs resulting from response to motor vehicle 
collisions.  The “moderate” severity collection/incident rate was calculated at $371.29 as applied conservatively. 
25 Numbers have been rounded to the nearest dollar. 



Reoccurring / Non-
Reoccurring 

Reoccurring General Fund / Other 
Source / Both 

To Be Determined 

 
This recommendation should also include a review of response times as a performance 
measure, as well as station locations, and other efficiencies.  
 
 
COLORADO SPRINGS FLEET MANAGEMENT 

Overview 
 
Mission and Responsibilities 
Fleet Management is a division in the business center of Transportation and Parks. 
Fleet Management’s mission is to deliver responsive support to meet the 
administrative, operating, and maintenance requirements for the fleet of vehicles and 
equipment used by the City of Colorado Springs, Colorado Springs Utilities (Utilities) 
and the Pikes Peak Rural Transportation Authority (PPRTA). 
 
Fleet Management maintains over 4,500 vehicles and pieces of equipment for the 
City of Colorado Springs, Utilities, PPRTA, and other City Enterprises. Technicians 
perform service on over 50 different types of equipment and vehicles at 9 different 
locations, provide mobile repairs and fuel delivery, and operate a full-service body 
shop operation. 
 
Fleet provides adequate inventory and reliable sources for parts, supplies, and fuels 
to help control downtime and ensure that the operations and maintenance 
requirements of all of Fleet’s customers are met. They ensure a reliable supply of 
high quality fuel to meet the annual 2.6 million-gallon requirement for a City- and 
Utilities-wide automated fuel system that includes both pump sites and fuel trucks. 
 
Divisions  
The Colorado Springs Fleet Management is comprised of the following divisions: 
 
 Fleet Administration: Fleet Administration is responsible for the overall budget 

of Fleet Management, as well as billing and accounting and financial 
reporting. Fleet Administration does scheduling for preventative maintenance 
and vehicle acquisition and disposal. 

 
 Main Garage/Main Garage Nights:  Both the Main Garage Day and Night 

shifts are headquartered at 404 West Fontanero Street. The Main Garage 
performs scheduled and unscheduled repairs on vehicles for all city 
departments, Utilities, Pikes Peak Highway, PPRTA, and Transit. The Main 
Garage also operates at night performing all preventative maintenance (PMs) 
work. PMs are scheduled to be performed at night in order to reduce 
downtime of vehicles and equipment for daily customer use. The night shift 
also performs unscheduled repairs found during PMs. In total, 2,298 units are 
assigned to the Main Garage. 
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 Fleet South/Fleet South Nights:  Fleet South Day and Night shifts operate out 
of 1210 South Hancock.  Fleet South has the same responsibilities as the 
Main Garage with the primary goal of serving customers in the southern part 
of the City. 938 units are assigned to Fleet South. 
 

 Body Shop:  The Body Shop operates at 2910 East Williamette Avenue and 
performs body work on vehicles damaged in accidents, including police 
vehicles. The Body Shop also performs lighting work and upfits vehicles. 

 
 Field Service:  Field Service operates at 404 West Fontanero Street and 

performs repairs on units that cannot be transported to one of Fleet 
Management’s garages. 566 units are assigned to Field Service. 

 
 Parts:  The Parts division is located at 404 West Fontanero Street and is 

responsible for all parts and fuel operations for all locations and vehicles. 
 
 Airport:  The Airport repair shop is located at 5750 Milton Proby Parkway and 

is dedicated to the repair and maintenance of all vehicles and equipment at 
the Colorado Springs Airport. 174 units are assigned to the Airport. 
 

 The Police division operates five garages located at: Police Operations 
Center, Stetson Hills Subdivision, Falcon Subdivision, Gold Hill Subdivision, 
and Sand Creek Subdivision. Each of the five police shops performs repairs 
and maintenance of police vehicles and equipment assigned to that specific 
location. In total, there are 620 units assigned across the five shops with the 
largest being Police Operations Center with 263 units and the smallest at 
Falcon Subdivision with 72 units. 

 
Employee Count:   
 

Division 
FY2006 
Actual 

FY2007 
Actual 

FY2008 
Authorized 

FY2009 
Proposed 

FY2009 
Adjusted 

Fleet Administration 8 8 8 5 5 
Main Garage 14 16 16 16 15 

Main Garage Nights 11 11 11 11 9 
Fleet South 4 4 4 4 4 
Fleet South Nights 4 4 4 4 4 
Body Shop 5 5 5 4 4 
Field Service 8 8 8 8 8 
Parts 14 14 14 14 12 
Airport 3 3 3 2 2 
Police Operations Center 4 4 4 3 2 
Stetson Hills Subdivision 1 1 1 1 1 
Falcon Subdivision 1 1 1 1 1 
Gold Hill Subdivision 1 1 1 1 1 
Sand Creek Subdivision 1 1 1 1 1 
Total 79 81 81 75 N/A 
 
Fleet Management’s total employee headcount has remained nearly constant for the 
past three years. In the FY2009 budget, six positions were eliminated. 
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Budget 
 

Category 
FY2006 
Actual 

FY2007 
Actual 

FY2008 
Authorized 

FY2009 
Proposed 

FY2009 
Adjusted 

Salaries Civilian 3,868,267 4,164,425 4,033,347 3,692,111 3,631,733 
Salaries Uniform - - - - - 
Benefits 1,087,881 1,201,504 1,248,914 1,330,008 1,217,589 
Operating - - - - (213,317) 
Materials & Supplies 86,440 62,284 64,739 67,843 67,665 
Maintenance 99,496 131,646 93,774 90,800 90,800 
Services 125,714 136,605 128,987 134,253 134,253 
Schooling, Travel, 
Dues & Subscriptions 

48,109 22,343 22,571 5,960 5,960 

Utilities, Rent, 
Insurance, Phone 466,297 516,332 465,759 468,510 468,510 

Minor Equipment 96,007 64,268 93,572 67,493 67,493 
Internal Services 9,977,167 10,683,056 11,384,772 13,539,564 13,539,564 
Capital 51,959 37,027 22,149 25,149 25,149 
Matching Object/Rev - - - - - 
Non-Operating Object 161,641 72,266 - - - 
Project/Grant Object - - - - - 
Total $16,068,980 $17,091,757 $17,558,584 $19,421,692 $19,035,400
 
In FY2009, the following significant changes were made to Fleet Management’s 
budget: 
 
 Eliminated six positions to reduce ongoing expenditures. 
 Fuel costs, which are approximately 42 percent of the Fleet budget, were 

increased approximately $1,250,000. 
 The cost of parts, which are approximately 22 percent of the entire Fleet 

budget, was increased $900,000. 
 
Additional proposed changes to the 2009 budget include: 
 
 To realize savings of $400,549 or a reduction from the 2009 proposed budget 

of 14.5 percent, Fleet Management will eliminate four FTEs, two technicians, 
and two parts employees. 

 
Fleet Management’s total expenditures continued to increase from the 2006 through 
the 2009 budget representing a total increase of 18.5 percent, despite a stagnant 
and even reduced headcount total. The main driver for these costs is the internal 
services category which saw a total increase of 35.7 percent from the 2006 to the 
2009 budget. 
 
The trend in the internal services category is due to a combination of factors. First, 
the age of the fleet affects costs. The City’s fleet is nearly 9 years old on average, 
which means Fleet is retiring vehicles and equipment every 17-18 years. The 
increased number of repairs for these older vehicles has impacted the amount of 
parts purchases required and the need to contract out portions of the repairs. In 
addition to the increased repair needs, there is an increase in the cost of goods from 
Fleet’s suppliers because of commodity price increases. In recent years, the cost of 
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oil, fuel, tires, filters, etc. has required that the budget for Fleet’s purchases for 
resale be increased. In fact, these increases have been anywhere from 15-70 
percent, depending on the commodity. Fleet has yet to see these prices come down 
in 2009.  
 
While expenses in Schooling, Travel, Dues and Subscriptions are relatively small, 
they have declined significantly from 2006 through the 2009 budget. This category 
includes training expenses for technicians and mechanics. In order to mitigate the 
funding shortage, Fleet has found training courses for its mechanics online and 
suspended training that involves travel. In addition, Fleet has partnered with 
companies like Ford. This allows Fleet to receive free training for Ford equipment. 
 
Capital is also a small category that has continued to decline since 2006. This 
category includes expenses for equipment used by Fleet mechanics. 

Contracting 
 
Currently, Fleet Management uses a mix of both in-house and contracted work with 
the primary responsibilities such as PMs and fuel falling to in-house city employees. 
The following table shows the mix of services. 
 

Service In-House, Contracted, or Both 
Preventative Maintenance In-House 
Repairs (minor and major) Both 

Tires Both 
Alignments Both 

Towing Contracted 
Fuel Delivery In-House 

Field Service Maintenance In-House 
Parts Operation In-House 

Windshield Repairs Contracted 
Transmissions Contracted 

Opacity Inspections Both 
Aerial Inspections26 In-House 

Acquisitions and Disposals Both 
Titles and Registrations In-House 
Fuel Site Maintenance Contracted 

 
Colorado Springs Fleet Management keeps many of its primary services, such as 
PMs and repairs, in-house because some equipment purchased and used by either 
the City or Utilities is so specialized that it cannot be outsourced. There are few, if 
any, equipment shops locally or even in the State with mechanics who have the 
specialized training to work on some extremely specialized equipment. 
 
Mercury Associates performed a competitiveness analysis of Fleet Management in 
2006. Mercury uses a technique called a Vehicle Equivalent Unit (VEU) analysis to 
benchmark fleet organization costs and staffing levels. With this technique, each 
piece of equipment is equated to the average amount of maintenance effort that is 

                                                 
26 Fleet performs regular aerial inspections in-house and contracts out the annual inspections (as a double-
check/audit). 
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required to keep a typical sedan in a fleet in good repair. The amount of this 
maintenance effort is expressed as one vehicle equivalent (VE).  
 
Each general class of vehicles is then assigned a vehicle equivalency that 
expresses the service effort required to maintain that vehicle class as a multiple of 
fleet sedans. For example, the typical police patrol car equates to 2.5 vehicle 
equivalents (compared to 1.0 VEU for a typical administrative sedan) meaning that it 
takes about two and one-half times as much maintenance effort per year to maintain 
the average police patrol car as it does to maintain the average fleet sedan. A 
backhoe, on the other hand, is 4.0 VEU. By reducing a fleet down to its equivalent in 
terms of sedans, Mercury makes reasonable comparisons with other municipal fleet 
operations.  
 
This technique is also routinely used as part of fleet maintenance outsourcing 
contracts to price the addition or deletion of units from vendor contracts. 
Consequently, such contracts provide an excellent source of comparative 
information for municipal fleet operations. 
 
The following table provides the results of Mercury’s analysis of maintenance and 
repair (M&R) costs for those operations serving Utilities (Main Shop, South Shop 
and Field Service). These maintenance and repair costs reflect both Utilities and City 
fleet operations. It is necessary to look at the costs in aggregate to ascertain the 
overall cost competitiveness of the Fleet’s operation. 
 

Cost Factor Benchmark Fleet Management Costs 

Labor cost per VEU $400 - $600 $611 
Parts cost per VEU $300 - $500 $447 
Sublet cost per VEU $100 - $200 $108 

Total M&R cost per VEU $800 - $1,200 $1,166 

 
The reason that Mercury uses a range of costs in its competitiveness assessments 
is to account for varying conditions that are difficult to quantify in a VEU analysis. 
These conditions include a fleet’s operating environment, utilization levels, and the 
local market for labor, parts, and vendor services. With a generally unfavorable 
operating environment; an average market costs for labor, parts, and services; an 
average level of utilization; and an older fleet, Mercury believes that a $1,200 per 
VEU is an appropriate cost benchmark for Fleet Management. Overall, Mercury 
notes that contractors’ pricing is 25 to 50 percent higher than the costs of the best 
run in-house government fleet management organization.27 
 
Some cities have found it more efficient to outsource major portions of fleet 
management operations. There may be opportunities for Fleet to outsource some of 
its routine maintenance and repairs. For example, South Bend, Indiana, recently 
outsourced its body shop, when its full-time in-house crew experienced a slowdown 
in work. Centennial, Colorado, has outsourced its entire fleet maintenance operation, 

                                                 
27 Mercury Associates, Inc., Competitiveness Assessment and Recommendations for Fleet Management Best 
Practices, May 2006, p. 13-14. 
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in addition to its streets and utility operations. These cities have found that such 
arrangements can cut costs without significantly affecting quality of service. 
 
Any decision regarding outsourcing should determine the appropriate in-
house/contract mix for the most efficient fleet maintenance operation. An 
outsourcing initiative should be careful to preserve direct management functions 
internally, such as budget planning, budgeting, policy setting, performance 
management, and supplier management. It is essential that Fleet Management 
retain control over quality assurance, customer engagement, and contract 
management in order to maintain accountability and improve performance. 
 
One mode used to make a determination as to the appropriate mix of outsourced 
versus city services is managed competition. Managed competition requires in-
house city teams to compete with third-party vendors for service delivery contracts. 
Managed competition has been successfully implemented in cities and counties 
across the country, including Indianapolis, Indiana, and Oklahoma City, Oklahoma. 
San Diego, California, is currently in the process of implementing managed 
competition for all of its city services. Managed competition is discussed in detail in 
the Initiative section of this chapter. 

Performance Benchmarks and Comparable Analysis 
 
Fleet Management uses several internal benchmarks to track performance and 
progress such as direct labor hours, percentage of work orders completed in three 
days, and number of fleet units per mechanic. For fleet, in particular, using internal 
benchmarks to measure labor hours is a best practice.  Due to the varying nature of 
different municipalities’ fleets, it is often best to benchmark internally. For example, 
different cities will calculate direct labor hours differently. If a national average is 
applied to Colorado Springs, then the City’s fleet is holding itself to a rigid and 
incorrect standard. Therefore, it makes sense to benchmark labor against the best 
practice within the City itself. 
 
Fleet performs scheduled maintenance and unscheduled repairs on all vehicles and 
equipment belonging to the City and Utilities. As the fleet grows and the average age 
of the fleet increases, the amount of necessary work also increases which requires 
additional FTEs and labor hours. With the necessary reduction of workforce in 2009, 
the direct labor hours are expected to decrease to a lower level as seen in the graph 
below. 
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Work orders are tracked in the M4 system for both scheduled maintenance and 
unscheduled repairs on all vehicles and equipment belonging to the City and 
Utilities. Fleet’s ability to complete work orders in three days has decreased slightly 
as shown in the graph below. The primary factor in the decrease is the reduction in 
workforce that Fleet has experienced for 2009. Due to budget cuts, Fleet has had to 
reduce the number of employees available to complete the work. In addition, as the 
fleet grows and ages, the amount of necessary work also increases. The increased 
workload can influence the turnaround time on work orders. The national average for 
the percentage of work orders completed within three days is 90 percent. Fleet’s 
overall objective is to increase the percentage of work orders completed. 
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Fleet Management maintains 4,583 pieces of motorized and non-motorized 
equipment. The following graph shows the number of fleet units per mechanic as 
increasing significantly in 2009. Over the past 10 years, mechanic staffing has 
lagged the industry; and the ratio of units to mechanics is at 95:1 versus the national 
                                                 
28 City of Colorado Springs 2009 Budget, p. 23-5. 
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29 Ibid 



average of 55:1. By 2009, the fleet size is projected to grow to 4,598 units. The fleet 
is expected to increase by 68 units, while headcount decreases. The overall net 
growth is anticipated to result in additional unscheduled and routine maintenance. 
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It is still useful to look outside the City and benchmark in a comparative context.  In 
particular, the number of fleet units per mechanic is a useful way of comparing the 
technician burden for different vehicle shops. 
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The ten benchmark cities have an average of 83.8 fleet units per mechanic which is 
lower than Colorado Springs’ 102.2. Fort Collins and Albuquerque have higher ratios 
of 149.8 and 166.1 respectively. In general, the ratio fluctuates from city to city due 
to the different definition of fleet unit, mechanic, as well as the general staffing and 
age of fleet of each city. A higher than average ratio indicates lower staffing per 
vehicle. 
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30 Ibid. 



In addition to looking at the shops, the total maintenance expenditures per vehicle is 
a useful way to measure fleet maintenance costs comparatively. However, it is 
important to stress that different fleets calculate the total maintenance figure 
differently which can account for fluctuations in costs. 

 
Total $ Maintenance Expenditures per Vehicle 

$0

$1,000

$2,000

$3,000

$4,000

$5,000

$6,000

$7,000

Average = $3,386
 

Colorado Springs’ maintenance cost per vehicle of $1,553 is well below the average 
of $3,386. Several cities such as Austin and Portland have extremely high 
maintenance costs for vehicles. Other than Oklahoma City, Colorado Springs has 
the lowest maintenance costs of its ten comparable cities indicating an efficient fleet 
maintenance program. 

Progress 
Fleet Management currently implements a wide variety of fleet best practices. In 
2007, the Fleet Management was recognized as the 10th Best Fleet in North 
America, according to Government Fleet Magazine.  
 
For many cities, accurate data collection is a weak point of fleet maintenance and 
therefore establishing a fleet management information system such as the one 
implemented in Colorado Springs is considered a best practice. In particular, Fleet 
uses Maximus as its data management system allowing the City to make essential 
data-driven decisions regarding its fleet maintenance and purchasing. The Maximus 
system is linked to the automated fuel stations allowing Fleet to capture all vehicle 
information every time a vehicle refuels. This data system or the Fleet Management 
Information System then allows for improved turnaround times and efficiencies by 
ensuring that real-time data directs vehicle maintenance. Good cost and vehicle 
usage data leads to better-informed decisions regarding vehicle provision, 
maintenance, distribution, and evaluation of services.  For example, using the data, 
Fleet Management has created a sophisticated model for preventive maintenance. 
 
In addition to creating PM schedules, the data allow Fleet to produce a daily fleet 
scorecard or dashboard.  The dashboard captures common fleet performance 
measures such as vehicle availability, downtime, comeback rates, and turnaround 
rates.  Daily measurements of these key benchmarks are excellent barometers of 
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fleet operations.  Best practices indicate a goal of no more than 10 percent of the 
fleet out of service.  Colorado Springs has a goal of 85 percent minimum availability.   
 
Fleet Management has also recently made efforts to standardize the City’s fleet. 
Fleet entered into Strategic Vehicle Alliances with manufacturing companies for 
certain types of equipment. For example, Fleet partners with Ford for light equipment 
and Caterpillar for heavy equipment. To establish these relationships, Fleet went 
through a bid process to guarantee the lowest price for equipment. Cost savings in 
purchasing is an important benefit of Strategic Vehicle Alliances. However, the 
savings and improved efficiencies from a standardized fleet are also significant. A 
standardized fleet allows for efficient parts procurement as Fleet no longer has to 
purchase one part for one vehicle at a time.  
 
Overall, the City is hoping to create a fiscally sustainable plan; however, 
environmental sustainability is an important part of Colorado Springs’ future.  
Colorado Springs’ Fleet Management has made incredible strides in moving towards 
an environmentally sustainable plan. Colorado Springs’ Fleet was named the twelfth 
Green Fleet in the nation in 2008. To date, Fleet has used 1.7 million gallons of 
biodiesel which is the equivalent of eliminating 500 cars from the road per year. In 
2007, Colorado Springs was named the number one largest municipal user of 
biodiesel. The fleet includes pure electric vehicles, as well as hybrids. In 2007, Fleet 
Management also installed an ethanol pump. 
 
Finally, Fleet Management hires and maintains excellent technicians.  All technicians 
are certified by the National Institute for Automotive Service Excellence (ASE).  The 
vehicle shops are also ASE certified and are one of only a handful of shops across 
the country doing both predictive and preventative maintenance. 

Challenges 
 
Like many municipal fleets, the Colorado Springs fleet is old.  The January 2008 
Mercury Associates report estimates that nearly 60 percent of the fleet is 15 years 
old (1992 model or older) as shown in the following graph.31 
 

                                                 
31 Mercury Associates, Inc., Fleet Replacement Planning Study Report Prepared for the City of Colorado 
Springs, January 2008, p.3. 
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Older vehicles are more expensive to maintain and are generally less reliable than 
newer vehicles.  As Fleet Management’s funding for purchasing new vehicles is not 
consistent or planned from year to year, there is no implemented Annual Purchasing 
Plan (APP). Extending lifecycles does reduce acquisition costs, however there is a 
point where the fleet is overextended resulting in costly maintenance and repairs. 
Fleet has established replacement cycles for its equipment.  However, without 
scheduled purchasing and replacement of older vehicles, Fleet is both 
overextending vehicle lifetimes, but also spending unnecessarily on vehicle repairs. 
 
Similar to many cities, Colorado Springs has vehicle redundancy and underused 
vehicles in its fleet. The City hired Mercury Associates in 2008 to perform a fleet 
utilization study. The study found 166 underused vehicles and made 
recommendations to improve the motor pool.32 Fleet Management continues to 
perform a utilization study every year to target underused vehicles. Often, underused 
vehicles are take-home vehicles. 
Due to ad hoc purchasing over the years, Fleet has equipment from over 398 
different manufacturers. Entering into Strategic Vehicle Alliances is one step towards 
a standardized fleet. However, Fleet still faces standardization issues in vehicle 
acquisition as Utilities, performs its own purchasing and sometimes selects 
specialized equipment. This requires Fleet not only to specialize in that one 
particular vehicle, but also purchase unique parts. 
 
Fleet’s facilities are also old creating problems when mechanics are working on new 
or specialized equipment. The main fleet maintenance facility located at 404 West 
Fontanero is about 45 years old. The maintenance bays are not large enough to 
accommodate many of the larger units in the City’s and Utilities’ fleet. Further, 
unobstructed ceiling height is too low. Finally, there is inadequate artificial or natural 
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32 Mercury Associates, Inc., Fleet Utilization Study Report Prepared for the City of Colorado Springs, February 
2008, p. 1. 
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light in the garages. With a facility renovation, Fleet could add lifts and work stations 
thereby increasing operational capacity. In addition, the fuel system is sixteen years 
old. A newer fuel system could decrease chances of failures and therefore increase 
fueling capacity for the City. 
 
While Fleet Management has made incredible strides by implementing a daily 
dashboard, there are key industry statistics and benchmarks which should be added 
to the dashboard for better measurement of operations. The table below includes 
these measures and benchmark goals. 
 

Area of Focus Measure Benchmark 

Efficacy 
Scheduled Repair Ratio 
# of scheduled repairs: # of unscheduled 
repairs  

70% scheduled: 30% 
unscheduled  

 
Emergency Breakdown Ratio 
# of emergency breakdowns / # of 
unscheduled repairs  

5% of unscheduled repairs  

Productivity  
Wrench Turning Time Ratio 
% of hours charged to work hours / pay hours  

70% of available hours  

Efficiency 
Standard Job Times  
# of hours required to complete a particular 
task, based on historical averages  

Within 80% of standard job 
times  

Preventative 
Maintenance  

PM Efficiency Ratio  
% of overdue PMs performed each month  

95% of outstanding PMs  

Parts 
Inventory 

Parts Demand Fill Rate 
# of issues filled on demand / total # of parts 
issued  

60% of orders filled on 
demand 
80% within 2 hours 
90% within 24 hours  

Cost 
Average Annual Cost Per Vehicle 
(excludes accident & fuel costs)  

Trend comparisons over time  

 Direct & Indirect Costs Per Mile Trend comparisons over time  

 Scheduled Repair Ratio: tracks the quality of mechanic work. High 
quality preventative maintenance and repair work limits the number of 
unscheduled repairs. 

 Emergency Breakdown Ratio: another measure for tracking the quality 
of mechanic work. Emergency breakdowns should be no more than 5 
percent of unscheduled repairs  

 Wrench Turning Time Ratio: enables the evaluation of shop productivity. 
 Turnaround Rate and Standard Job Times: enables the evaluation of 

shop efficiency. “Standard job times” use historical data to represent the 
average time necessary to complete a specific task on a vehicle type. 
Tasks should be completed within 80 percent of the “standard job time”.  
The City’s Fleet Management performs this analysis annually. 

 Overdue Scheduled Preventive Maintenance (PM): causes cost 
overruns in vehicle shops due to accelerated vehicle wear and tear and an 
increased likelihood of costly vehicle breakdowns. 
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 PM Efficiency Ratio: monitors the percent of vehicles overdue for PMs 
that are serviced in a given month.  At the beginning of each month, the 
fleet manager can identify all vehicles that are overdue for preventative 
maintenance and strive to have 95 percent of these vehicles serviced. 

 Parts Demand Fill Rate: measures the speed at which parts are 
available. 

 Average Annual Cost Per Vehicle Type and Cost Per Mile: monitors 
vehicle unit costs. Average Annual Costs Per Vehicle includes direct costs 
(repairs and maintenance) and indirect costs (overhead), while excluding 
accidents, fuel, and acquisition. Cost Per Mile calculations link vehicle cost 
with vehicle usage.  The City’s Fleet Management performs this analysis 
annually. 

 
Colorado Springs Fleet Management locked into fixed fuel costs in 2008. While the 
price of fuel has decreased significantly since Fleet locked in its fuel prices, having a 
fixed fuel price allows Fleet and the City to make better cost estimates in the 2009 
budget. As fuel spending has been budgeted and is fixed, fluctuations in fuel price 
will not affect the budget. 
 
There are two primary reasons to lock in fuel pricing. One reason is to guarantee 
pricing, and the second is to help guarantee supply (contractual supply is called 
“firm” and is given preferential treatment over “spot” fuel purchases, which saved the 
City during 2006 local diesel shortages). 
 
Having witnessed extreme fuel price volatility in 2008 and factoring in the City’s 
fiscal problems, it was important to hedge the City’s risk against commodity 
fluctuations. In this case, Fleet had preliminarily budgeted $4 per gallon as an 
average price for fuel (consistent with market conditions at the time of the lock). 
Knowing that the City faced a significant budget deficit in 2009, the opportunity 
presented to lock pricing, as Fleet watched fuel prices decline, at less than $3 per 
gallon (average price $2.80). This allowed Fleet to guarantee a lower price of fuel for 
budgetary purposes. 
 
Locking in fuel prices had two effects:  Saved over $1 million of projected General 
Fund deficit in 2009 and guaranteed pricing/supply for the City’s fuel (allowing the 
City to do more with less operationally). By providing some level of guaranteed 
savings off of budgetary pricing and creating a “known” for the commodity price that 
fluctuated wildly in 2008, Fleet created the opportunity to plan for the City. 
 
Unfortunately, it is hard to anticipate what the fuel prices will do during 2009. While 
the price of fuel has decreased recently, the expectation that it will remain that low 
throughout 2009 would most likely be false. OPEC has said they will continue to cut 
production if necessary and Russia and Venezuela are joining with them in cuts for 
the first time ever. The prices more than likely will increase once again, however the 
City will have stability in its fuel costs regardless. 
 
Finally, Fleet Management struggles with the cloudiness surrounding its own 
mission. Fleet is lacking clear guidelines and direction as to whether it should 
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operate as an internal support services fund, enterprise fund, or a General Fund 
division. Fleet Management was tasked with finding and retaining external 
customers such as the DEA in order to bring in additional revenue to the City. When 
Fleet Management worked on other government and private vehicles, the revenue 
went back to the Internal Support Services fund. Fleet could not touch this money. 
While the funds generated were fairly small, around $50,000, those funds could not 
be used for purchasing new equipment, training mechanics, or acquiring new 
vehicles. Clarification of Fleet’s mission and purpose is essential for motivation and 
goal-setting. 

Initiatives 
 
FM01. Clarification of Fleet Management’s Mission 
   
FY2009 Impact Not Applicable Five Year Impact Not Applicable 
Reoccurring/Non-
Reoccurring 

Non-Reoccurring 
General Fund/Other 
Source/Both 

General Fund/Internal 
Services Fund 

 
Fleet Management needs clear guidelines as to how it should operate. Currently, 
Fleet Management is an Internal Support Services fund. An Internal Support 
Services fund is an enterprise fund; however, its customers are internal to the City.  
By servicing outside customers and receiving revenues, Fleet acts like an enterprise 
fund.  If Fleet’s mission is to raise revenues, then those revenues shouldn’t simply 
carry as a fund balance in Fleet’s fund.  Fleet’s fund balance should be used for the 
acquisition and timely replacement of vehicles and equipment, in accordance with 
Fleet Management’s annual purchasing plan (see FM11).  In the current fiscal year, 
given the City’s budget crisis and the national recession, any fund balance in Fleet’s 
fund should be transferred to the City’s General Fund and be used to stave off 
service reductions.  The Committee recommends that Fleet Management continue 
to service outside customers, but only those from other governmental entities.  Fleet 
should not service vehicles for which the private sector also provides services.  Fleet 
should also not service non-profits. 
 
FM02. Encourage Managed Competition Assessment 
 
FY2009 Impact Not Available Five Year Impact Not Available 
Reoccurring/Non-
Reoccurring 

Reoccurring 
General Fund/Other 
Source/Both 

General Fund/Internal 
Services Fund 

 
(Also see separate Outsourcing Memo for additional information on managed 
competition) 
   
Currently, Fleet Management performs all of its fleet maintenance as an efficient and 
well operating in-house system. Managed competition requires in-house city teams 
to compete with third-party vendors for service delivery contracts, an approach that 
has been proven to drive cost reductions, increased efficiency, and innovation. 
Managed competition has been successfully implemented in cities and counties 
across the country, including Indianapolis, Indiana and Oklahoma City, Oklahoma. 



  Page | 85 

San Diego, California, is currently in the process of implementing managed 
competition for all of its city services. 
 
In Colorado Springs, a primary goal of managed competition would be to identify the 
“best value” arrangement of in-house teams and third-party vendors to provide all 
fleet maintenance and repair services.  In that context, the “Yellow pages” concept 
should be carried out.  The “Yellow pages” concept is that for anything listed in the 
yellow pages, government should not be doing unless the city can provide the best 
value.  Under managed competition, Fleet’s contract decisions could result in 
completely outsourced, partially outsourced, or completely in-house municipal 
garages. 
 
Managed competition can differentiate optimal service delivery approaches on a 
“market” basis.  It can also promote improved service and productivity both internally 
and among external vendors. Simply, managed competition can help solve the city-
wide challenge of cutting costs while improving service delivery, thereby freeing up 
fleet funds for vehicle acquisition. 
 
There are several risks associated with managed competition including: 
 Potential for workforce and labor relations concerns. 
 Vulnerability to vendor failures, underperformance, and/or overcharges. 
 Not all fleet-related activities are the same (e.g. routine PM versus more 

specialized repairs); some functions may be best delivered in-house. 
 
However, these risks can be minimized while still retaining the benefits of managed 
competition by using several different risk mitigation strategies such as a strong 
procurement (sourcing and selection) process, active contract 
management/oversight, performance and incentive-based contract structures, and 
retention of some internal capacity for flexibility and “insurance”. 
 
FM03. Encourage Regionalization of Fleet Management 
   
FY2009 Impact Not Available Five Year Impact Not Available 
Reoccurring/Non-
Reoccurring 

Reoccurring 
General Fund/Other 
Source/Both 

General Fund/Internal 
Services Fund 

 
The City should explore opportunities to share fleet services with El Paso County. 
Currently, the City and El Paso County are discussing a shared services or joint 
operation agreement whereby Fleet Management would service the County’s 
vehicles, and in exchange have use of El Paso County’s garage on the East Side of 
Colorado Springs. This initiative can increase Fleet Management’s capacity due to 
the additional garage, without significantly impacting downtime or service delivery to 
the City or Utilities. Further, the initiative has the potential for increasing revenues 
into the Fleet fund from chargebacks to El Paso County. 
 
FM04. Evaluate Leased Vehicles for Cost Savings 
   
FY2009 Impact $55,000 Five Year Impact $275,000 
Reoccurring/Non- Reoccurring General Fund/Other General Fund/Internal 
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Reoccurring Source/Both Services Fund 
 
Currently, Colorado Springs primarily purchases its vehicle.  Purchased vehicle 
maintenance and repairs are the responsibility of Fleet Management. However, 
many cities, such as the District of Columbia, use GSA (U.S. General Services 
Administration) contracts to lease vehicles. GSA contracts are generally all-inclusive 
with a fixed monthly rate per vehicle that covers the preventative maintenance. Fuel 
is often included at a per mile cost with the City receiving fuel cards that can be used 
at various gas stations throughout the City. Further, repairs are often covered under 
the GSA contract, allowing vehicles to be taken to any GSA certified auto dealer. 
 
While only leasing vehicles can often be costly, leasing some vehicles may be a tool 
in increasing the number of work orders completed, as well as decreasing vehicle 
downtime and the number of fleet units per mechanic as Fleet Management may not 
be responsible for maintenance of these vehicles.  Currently, the City is moving 
towards integrating more leased vehicles into the City’s fleet.  Other alternatives to 
GSA contracts include direct leases with a specific car company or leases with 
companies such as Enterprise. 
 
If a standard sedan’s acquisition cost is $20,000 with $1,200 in maintenance and 
repair costs per year (Fleet Management’s costs as estimated by Mercury 
Associates, Inc.), then the five year cost, excluding fuel, is: $20,000 + 5*$1,200 = 
$26,000 
 
In contrast, the fixed portion of a GSA contract, which includes maintenance, repair, 
and acquisition costs, for a sedan (no fuel) is, at the high end, $250 as taken from 
the District of Columbia’s current GSA contracts.  Therefore, the five year cost of a 
GSA leased sedan is: $250 X 12 X 5 = $15,000 
 
The breakeven point, in terms of non-fuel related costs, for a GSA leased vehicle 
and a purchased vehicle is 11 years.  However, prior to 11 years actually passing, a 
purchased vehicle should have been replaced by Fleet.  Replacement of older 
leased vehicles is already built into a GSA contract. 
 
Over the five year horizon, the estimated saving per vehicle is $11,000.  It is 
unrealistic to switch the entire City fleet to leased vehicles.  First, leased vehicle 
contracts couldn’t replace heavy equipment, police vehicles, and other specialty 
equipment.  Further, it would be wasteful to dispose of previously purchased 
vehicles that have not reached the end of their useful life in order to switch to a 
leased vehicle.  Finally, there are probably not enough GSA vehicles available at 
any one point to perform a complete switch-out of the City’s entire fleet. 
 
However, by replacing 25 vehicles scheduled for replacement with a GSA leased 
vehicle, the City could realize savings of $275,000 over the next five years, or 
$55,000 each year.  As both GSA and purchased vehicle costs will increase with 
inflation, there is no discount used in this calculation.   
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 FY2009 FY2010 FY2011 FY2012 FY2013 Total 

Discounted 
% of Fiscal 
Impact 

0% 0% 0% 0% 0% 0% 

Fiscal 
Impact 

$55,000 $55,000 $55,000 $55,000 $55,000 $275,000 

 
The fuel costs for a purchased vehicle versus a leased vehicle will vary depending 
on the use.  Assuming each vehicle is driven 56 miles per day (two round-trips 
across the City), then the GSA fuel cost is 15 cents per mile (taken from the District 
of Columbia GSA contract) or $8.40 per day.  The average sedan gets about 20 
miles per gallon and Fleet charges $3 per gallon, then the fuel cost for a Fleet sedan 
is $8.40 per day.  Therefore, there would be no additional savings in fuel by 
integrating GSA contracts. 
   
FM05. Conduct Audit of Specialty Vehicles and Create Specialty Vehicle Motor 

Pool 
   
FY2009 Impact Not Available Five Year Impact Not Available 
Reoccurring/Non-
Reoccurring 

Reoccurring 
General Fund/Other 
Source/Both 

General Fund/Internal 
Services Fund 

 
Currently, Colorado Springs has many pieces of specialty equipment, yet it does not 
pool these vehicles.  Fleet should catalogue specialty vehicle use to identify 
opportunities for sharing across departments. This could lead to a specialty vehicle 
pool or the outsourcing of non-essential specialty vehicle functions such as certain 
types of construction. Creating a specialty vehicle pool can eliminate vehicle 
redundancy and unnecessary vehicles in the City’s fleet. Exploring further pooling 
options was also suggested by the Mercury Associates as an alternative 
transportation method.  The establishment of a city-wide pool is discussed in 
initiative FM07. 
 
Difficulty may arise in that departments do not want to share specialty vehicles such 
as trucks or cargo vans. However, by providing several pool vehicle locations at key 
areas of use within the City, this should mitigate difficulties in sharing across the 
City. 
 
The City should have its attorney review the charter which may prohibit the 
comingling of equipment between the City and its Enterprises in order to determine if 
there are additional pooling opportunities.  If the charter does prohibit such 
comingling then a charter change is recommended. 
 
FM06. Perform a Review of Take-Home Vehicle Privileges 
   
FY2009 Impact $59,350 Five Year Impact $281,970 
Reoccurring/Non-
Reoccurring 

Reoccurring 
General Fund/Other 
Source/Both 

General Fund/Internal 
Services Fund 
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Like most municipal fleets, certain employees have take-home vehicle privileges. 
There are about 100 take-home vehicles in the Colorado Springs fleet. Each year, 
Fleet Management conducts an audit of take-home vehicles. However, Fleet 
Management should conduct the audit with the goal of identifying unnecessary take-
home privileges and therefore eliminate the need for excess passenger vehicles. 
Philadelphia, Pennsylvania, reviewed take-home privileges and was able to 
decrease the total passenger vehicle fleet. 
  
Mercury Associates, Inc. estimates the Fleet Management’s maintenance and repair 
costs to be about $1,200 per one vehicle equivalent unit.  Fuel is estimated to be at 
about $3 per gallon given Fleet Management’s ability to lock in rates for 2009.  The 
majority (67 percent) of the take-home vehicles are in the Colorado Springs Police 
Department (CSPD) and are SUVs.  An SUV is more than one vehicle equivalent.  
To be conservative, an estimate of 1.5 vehicle equivalents per take-home vehicle is 
used.  Therefore, the average cost of a take-home vehicle is $1,800 per year in 
maintenance and repairs, excluding fuel.   
 
Colorado Springs is about 195 square miles.  Therefore, if a take-home vehicle is 
driven across the City only twice each day (two round-trips), that is equivalent to 
about 56 miles per day in driving.  Assuming a car is only driven 280 days 
(equivalent of 5 days a week of driving), the car is driven a total of 15,680 miles per 
year.  Given Colorado Springs’ population spread, this is a conservative estimate.  
Finally, fuel efficiency of 15 miles per gallon is assumed for each vehicle. 
 
By creating more stringent take-home vehicle rules, the City should be able to 
realize a 10 percent reduction in passenger take-home vehicles or 10 cars in total.  
Using our assumptions, this equates to the following: 
 
[10 vehicles] * [$1,800 in M&R] * [15,680 miles/15 miles per gallon] * [$3 per gallon] 
= $49,350 
 
Simply, by eliminating 10 vehicles in the City’s take-home fleet, the City can expect 
savings of $49,350 per year in maintenance, repair, and fuel costs.  The City can 
also expect cost avoidance of vehicle acquisition which can range from $20-30,000 
per vehicle.  Assuming take-home vehicles need to be replaced every five years, 
and there are 10 vehicles eliminated, that is a cost avoidance of 0.5 vehicles per 
year or about $10,000.  Therefore, the City can expect the following savings from 
eliminating just 10 percent of the take-home fleet assuming the long-term inflationary 
rate of 2.50 percent: 
 

 FY2009 FY2010 FY2011 FY2012 FY2013 Total 

Discount % 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 

Fiscal Impact $59,350 $60,835 $62,355 $63,915 $65,515 $281,970 

 
Another option that could accrue additional savings related to take-home vehicles is 
to modify the actual take-home vehicle policy.  Many cities, given the tough fiscal 
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environment, have instituted formal policies that prohibit employees from driving a 
take-home vehicle if they live outside the city limits.  In addition, the City can explore 
limiting take-home vehicle driving privileges to within the City limits.  For example, an 
employee with take-home privileges cannot drive their vehicle to Parker, CO.  This 
measure will reduce wear on the vehicle from lengthy road trips, as well as reduce 
fuel consumption. 
 
FM07. Establish and Encourage Use of Personally Owned Vehicles 
   
FY2009 Impact Not Available Five Year Impact Not Available 
Reoccurring/Non-
Reoccurring 

Reoccurring 
General Fund/Other 
Source/Both 

General Fund/Internal 
Services Fund 

 
An important strategy in reducing unnecessary vehicles and right-sizing the fleet is 
the use of personally owned vehicles (POVs) or vehicle allowances and an ongoing 
audit of this program.  This type of alternative transportation method would be 
particularly effective in Colorado Springs due to the lack of other public 
transportation options such as subway, train, or car-sharing. The use of POV allows 
for the reimbursement of mileage in lieu of using a city-provided vehicle. Cities like 
the District of Columbia and Philadelphia have moved to this model and reimburse at 
the IRS rate which is currently 50.5 cents per mile. For occasional driving 
requirements and for drivers who do not require the use of a specialty vehicle, POV 
can be the most cost-effective option. Mercury Associates also recommended POV 
mileage reimbursement as a viable option in its fleet report. 
 
For example, eliminating one sedan saves about $20,000 in acquisition costs and 
$1,200 in maintenance and repairs.  These costs would be replaced by mileage 
reimbursement at the Federal rate of 50.5 cents per mile.  These savings are 
reoccurring for as more people use the POV system, fewer cars are needed within 
the fleet and therefore maintenance and acquisition costs decline each year. 
 
For city employees who drive more frequently, yet do not require the use of specialty 
equipment such as a police car, lights, or heavy equipment such as a truck, vehicle 
stipends or a vehicle allowance is another effective method for cutting costs. Current 
city policy does not allow for the City to pay vehicle allowances. However, if policy is 
amended, vehicle allowances are another form of POV use that could cut costs in 
the City. Rather than reimbursing mileage, the City can give employees an 
allowance of several hundred dollars per month. The allowance is intended to cover 
the cost of maintenance and fuel. A vehicle allowance helps Fleet defray the costs of 
repairs and vehicle acquisition. 
 
FM08. Establish a City-Wide Motor Pool 
   
FY2009 Impact Not Available Five Year Impact Not Available 
Reoccurring/Non-
Reoccurring 

Non-Reoccurring 
General Fund/Other 
Source/Both 

General Fund/Internal 
Services Fund 

 
For planned events such as training/meetings for which a vehicle could be reserved, 
using a pooled car makes sense. Additionally, for occasional drivers, renting a 



  Page | 90 

pooled vehicle is more practical than retaining an underused vehicle for scarce use. 
A diverse motor pool, perhaps coupled with the specialty motor pool mentioned in 
initiative FM04, could provide opportunities for additional fleet reductions. 
 
Creating a motor pool requires departments to relinquish vehicles, as well as the 
acquisition of motor pool software. ZipCar, a national for-profit carsharing company, 
sells its online reservation system to municipalities to customize. In addition, several 
fleet software packages come with a motor pool reservation system. 
 
An important aspect of a motor pool is the chargeback rates. Chargeback rates 
should vary by vehicle type and will be derived based on the cost of operating a 
vehicle (PMs, repairs, fuel), as well as administration for the program. Generally, 
these rates are about $5-7 per hour. 
 
The City should have its attorney review the charter which may prohibit the 
comingling of equipment between the City and its Enterprises in order to determine if 
there are additional pooling opportunities.  If the charter does prohibit such 
comingling then a charter change is recommended. 
 
FM09. Maintain and Repair Non-City Vehicles and Equipment 
   
FY2009 Impact $50,000 Five Year Impact $262,815 
Reoccurring/Non-
Reoccurring 

Reoccurring 
General Fund/Other 
Source/Both 

General Fund/Internal 
Services Fund 

 
In the past, Fleet has brought in outside customers, such as the DEA, and serviced 
those vehicles. In an effort to cut costs, Fleet no longer services non-City vehicles. 
However, if Fleet has the capacity to perform maintenance on non-City vehicles 
without increasing downtime, then maintaining non-City vehicles may be a method 
for cutting costs. Currently, Fleet purchases parts and fuel and then “resells” them 
through a chargeback system to all of its customers, including non-City customers. 
By defraying the cost of purchases to a larger base, the City could save money on 
parts purchasing. In addition, Fleet could charge non-City customers a higher price 
than City customers in an effort to generate revenues.  However, the Committee 
recommends that Fleet only maintain and repair non-City vehicles from other 
governmental entities. 
 
Pursuing the maintenance and repairs of other governmental entity customers 
should begin as a pilot program. If this expansion negatively impacts Fleet’s 
performance on City vehicles, then the program should be suspended.  Prior to Fleet 
Management’s elimination of this practice, Fleet was able to accrue nearly $50,000 
per year in revenues from maintenance and repairs.  Assuming similar revenues in 
the future and a long-term inflationary factor of 2.50 percent, the following revenues 
are estimated: 
 

 FY2009 FY2010 FY2011 FY2012 FY2013 Total 

Discount % 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 
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Fiscal Impact $50,000 $51,250 $52,530 $53,845 $55,190 $262,815 

 
FM10. Federal Rebates 
   
FY2009 Impact Not Available Five Year Impact Not Available 
Reoccurring/Non-
Reoccurring 

Reoccurring/Non-
Reoccurring 

General Fund/Other 
Source/Both 

General Fund/Internal 
Services Fund 

 
The Federal government does reimburse for use of alternative fuel systems or 
alternative vehicles. Currently, Fleet Management receives grant money under the 
Hybrid Motor Vehicle Tax Credit for passenger vehicles. Fleet Management should 
be aware of the following other grant opportunities. 
 

 Alternative Fuel Infrastructure Tax Credit – 30 percent of cost of 
installing alternative fueling site up to $30,000. 

 Qualified Alternative Fuel Motor Vehicle Tax Credit – For 
retrofitted or heavy vehicles; rebates vary according to model. 

 Fuel Cell Motor Vehicle Tax Credit – Credit of $8,000, reduces to 
$4,000 effective 12/31/2009. 

 Alternative Vehicles Excise Tax Credit – Local governments 
eligible for tax credits for LNG or CNG, LPG, Hydrogen, M-85. 

 
FM11. Implement an Annual Purchasing Plan 
   
FY2009 Impact Not Available Five Year Impact Not Available 
Reoccurring/Non-
Reoccurring 

Reoccurring 
General Fund/Other 
Source/Both 

General Fund/Internal 
Services Fund 

 
An annual purchasing plan (APP) provides a schedule and budget for acquiring 
vehicles over a multi-year time horizon. Once the annual purchasing plan is 
developed, Fleet Management will purchase a fixed set of vehicles annually in a 
given vehicle class, for example: sedans, SUVs, packers, cruisers, pumpers, etc. An 
APP allows a fleet manager to strike an optimal balance between acquisition and 
maintenance/repair costs by forgoing costly repairs for older vehicles approaching 
scheduled relinquishment, and using short-term alternative vehicle options as a 
bridge – e.g., motor pool, leased vehicles – until the pre-scheduled purchase of a 
vehicle. An APP is also a key budgeting tool that provides accurate and stable cost 
projections, and establishes a mechanism to evaluate the cost of providing vehicles.  
The benefits of an APP include: 
 
 Better Informed Maintenance and Relinquishment Decisions:  With 

predictable vehicle delivery, managers know which vehicles are coming out of 
the fleet and when they are being replaced. Without a well-defined purchasing 
plan, resources may be inefficiently allocated to older vehicles with greater 
wear on vehicles that are near the end of their useful life-cycle. 

 
 Reduced Vehicle Inventories:  As new vehicles enter the fleet on a regular 

basis, average age begins to decrease. Because new vehicles are generally 
more reliable than older equipment, availability increases (downtime 
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decreases). Increased availability reduces the need for departments to hold 
“reserve vehicles,” facilitating a reduction in fleet size. 

 
 Decrease in Maintenance Costs:  Older vehicles are generally costlier to 

maintain than newer equipment. Therefore, decreasing a vehicle class’ 
average age will produce a reduction in overall maintenance and repair costs. 
A newer fleet that cycles vehicles out on a regular interval will not experience 
the periodic spike in maintenance costs that typically occurs with older 
vehicles. 
 

 Lower Purchasing Costs:  Acquisition costs can be lowered by modestly 
extending equipment life-cycles and securing lower unit cost pricing. 

 
 Streamline Administrative Procedures:  Coordinating vehicle purchasing 

lessens the administrative burdens associated with creating specifications 
and plans for ordering vehicles on an ad hoc basis.  

 
Fleet Management has already established appropriate life-cycles and acquisition 
costs which are the backbone of any viable APP. Mercury Associates, in its fleet 
utilization study, also created an APP for the City that Fleet Management should 
implement. By actually replacing old vehicles on a timely schedule in coordination 
with Fleet Management’s predictive and preventative maintenance program, Fleet 
can not only reduce costly repairs, but can help the City with planned and budgeted 
acquisition costs through this best practice. 
 
FM12. Green Fleet Strategic Plan 
   
FY2009 Impact Not Available Five Year Impact Not Available 
Reoccurring/Non-
Reoccurring 

Reoccurring 
General Fund/Other 
Source/Both 

General Fund/Internal 
Services Fund 

 
Colorado Springs can continue to reduce its carbon footprint through the 
development of a comprehensive Green Fleet Strategic Plan.  The purpose of the 
plan is to set emissions reduction targets for the City’s fleet, identify measures to 
help reduce the aggregate carbon dioxide emissions (close the “emissions gap”), 
and calculate the cost of “going green” using dynamic costing models. 
 
Components of a Green Fleet Strategic Plan include: 
 Calculation of replacement cycles for alternative fuel vehicles. 
 Quantification of costs and cost-savings associated with alternative fuel 

systems (incorporating applicable federal tax credits). 
 Institutionalization of vehicle reductions or “zero-based planning” exercises 

around vehicle use. 
 Evaluation of cutting-edge technologies, such as telematics. 
 Development of alternative transportation options – car sharing, shuttle 

service, public transportation. 
 Meaningful metrics and reporting systems. 
 Consideration of carbon offset suitability. 
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Overall, the Green Fleet Strategic Plan should fit with the environmental and fiscal 
priorities of City. 
 
FM13. Cost-Benefit Assessment of Implementing Telematic Technology 
   
FY2009 Impact Not Applicable Five Year Impact Not Applicable 
Reoccurring/Non-
Reoccurring 

Non-Reoccurring 
General Fund/Other 
Source/Both 

General Fund/Internal 
Services Fund 

 
Colorado Springs relies upon automated fuel stations for gathering vehicle 
information.  This system works well for collecting historical data on fuel, mileage, 
and vehicle use. However, the stations cannot provide accurate data on vehicle use 
and driver behavior.  An assessment of implementing telematic technology would 
weigh the costs of implementation and monitoring versus cost savings from 
improved driver behavior. This could directly lead to a discovery of abused vehicles 
in the system or underused vehicles. 
 
Telematics is the integration of telecommunication and GPS systems to monitor how 
a vehicle is operating. In particular, telematics allow for driver monitoring of speed, 
idling, braking, usage, and aggressive driving. This constant monitoring leads to 
fewer miles driven due to the “Hawthorne effect”—generally there will be less 
unauthorized driving as employees know their behavior is being monitored. 
 
In addition, telematics allow for smart routing which can create fuel efficient routes 
for daily drivers. Telematics can also be used in tandem with Fleet’s current MIS 
system as a management tool for scheduling maintenance, as well as for vehicle 
tracking of fuel, mileage, tires, fluids, brakes, battery, and engine. 
 
Overall, lower costs, higher productivity, and improved compliance should result. 
Currently, there are several U.S. public sector fleets using telematics including Erie 
County, New York, Polk County, Florida, the U.S. Postal Service, Ft. Wayne, 
Indiana, the Philadelphia Housing Authority, and the District of Columbia Department 
of Corrections. 
 
The primary disadvantage of telematics is the cost. However, if the assessment finds 
the benefits outweigh the costs, Colorado Springs should implement this system. 
 
FM14. Implement a City-wide Anti-Idling Program 
   
FY2009 Impact Not Available Five Year Impact Not Available 
Reoccurring/Non-
Reoccurring 

Reoccurring 
General Fund/Other 
Source/Both 

General Fund/Internal 
Services Fund 

 
Idling is a major contributing factor to poor fuel efficiency and vehicle-related carbon 
dioxide emissions. “Fleets tremendously underestimate the amount of idling that 
occurs,” reads Automotive Fleet Magazine, Sept. 2008. For example, Polk County, 
Florida, implemented a telematics system in concert with an anti-idling policy which 
resulted in an immediate 4 percent reduction in fuel consumption. The county fleet 
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manager calls this “the tip of the iceberg,” as reported at the Green Fleet conference 
in Chicago, Illinois, September 2008. 
 
An anti-idling policy fits with the idea of moving the City towards a more 
environmentally and fiscally sustainable model. For an anti-idling policy to be 
effective, it is best done as part of a comprehensive driver education program. 
 
FM15. Begin Discussion on Merging Fleet Management and Fire’s Fleet Division 
   
FY2009 Impact Not Available Five Year Impact Not Available 
Reoccurring/Non-
Reoccurring 

Reoccurring 
General Fund/Other 
Source/Both 

General Fund/Internal 
Services Fund 

 
Fleet Management and Fire Fleet should begin discussions on advantages of 
merging the two fleet operations together. Fire Fleet’s facility is new (funded by 
PSST money) and is used by Fire Fleet mechanics for fire truck maintenance, 
including ladders and pumpers only. Fleet Management already performs 
maintenance on Fire’s passenger vehicles. By merging the two operations, Fire’s 
garage could be fitted as a specialty vehicle shop. By performing the majority of 
specialty vehicle work in one shop, efficiencies will be gained as the appropriate 
tools, supplies, and staff will always be on site. Further, fleet mechanics from Fire 
and Fleet Management are trained to work on both fire and non-fire equipment 
thereby expanding capacity and increasing flexibility. 
 
While the Fire Department’s fleet has proposed to service the Police Department’s 
heavy vehicles including the bomb truck, mobile command post, and DUI van, the 
Sustainable Funding Committee does not approve of that proposal.  The Police 
Department will directly pay the Fire Department for parts, with labor provided free of 
cost.  While this consolidation appears to be fiscally efficient, it may actually result in 
increased expenditures for the Police Department. 
 
Under the current scheme, the Police Department does not directly pay Fleet 
Management for any services.  Rather, Fleet Management is an Internal Services 
Fund.  A portion of General Fund money is allocated to Fleet Management as a 
whole for chargebacks for parts and labor.  Under the new system, the Police 
Department’s expenditures would actually increase as its budget would reflect 
chargebacks to the Fire Department for vehicle parts.  This increase in the Police 
Department’s budget could be offset by a decrease in the total General Fund 
allocation to Fleet Management.  However, 2009 is a difficult fiscal year across the 
nation with 83 percent of cities cutting expenditures and services.33  Increasing one 
department’s budget, even if a different transfer line offsets this increase, may 
appear inappropriate given the deep recession. 
 
FM16. Reinstitute Fuel Conservation Program and Procedures for the City 

 
FY2009 Impact Not Available Five Year Impact Not Available 

                                                 
33 Chris Hoene, “Fiscal Outlook for Cities Worsens in 2009,” National League of Cities, February 2009, 
http://www.nlc.org/ASSETS/1F73FD6DD09249DB9B2FD014AA4D9C16/CFC_InterimSurvey_09.pdf. 



Reoccurring/Non-
Reoccurring 

Reoccurring 
General Fund/Other 
Source/Both 

General Fund/Internal 
Services Fund 

 
The Committee would like to recommend that the City reinstitute the Fuel 
Conservation Program that was previously in place. 
 
 
 

COLORADO SPRINGS PARKS, RECREATION, AND CULTURAL 
SERVICES DEPARTMENT 

Overview 
 
Mission and Responsibilities 
The mission of Parks, Recreation, and Cultural Services (PRCS) is to serve the 
citizens of Colorado Springs with integrity through competent provision and 
management of parks, open spaces, urban forests, Special Improvement 
Maintenance Districts (SIMDs), facilities, and recreation services that provide or 
improve the quality of life and enhance the image of the City.  From Colorado 
Springs’ beginning, parks, trees, flowers and recreational pursuits were important to 
the community’s quality of life, and this tradition has endured – the department 
continues to care about the City, planning for the new and taking care of the old, 
offering park amenities and desired services to the citizens of Colorado Springs. 
 
Divisions  
The Colorado Springs Parks, Recreation, and Cultural Services Department is 
comprised of the following divisions: 
 
 Parks, Recreation, and Cultural Services Administration:  Administration 

provides centralized support to the Department’s various operating divisions 
as well as manages multiple internal and external programs.  General 
services include accounts payable, clerical support, and personnel staffing in 
coordination with the Human Resources Department.  Administration 
cultivates public/private partnerships that allow the City to strengthen and 
expand programs, acquire natural areas, and build facilities.  Professional 
grant-writing and grant management services are offered. Staff also prepare 
legal documents and manage contracts. 

 
 Cultural Services:  Responsible for developing and implementing programs 

that preserve and interpret the cultural and natural history of the Pikes Peak 
Region.  The division manages the operations of multiple attractions, as well 
as park safety programs.  In addition to the annual City appropriation, the 
division leverages an additional 30 percent in non-municipal funding derived 
from donations, earned income, and grants. The division relies on the support 
of over 740 volunteers who provide more than 26,500 hours each year to 
support mission essential activities. Over 200,000 people visit Cultural 
Services sites and participate in its numerous programs each year.  
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 Forestry:  The Forestry Division is responsible for the overall management of 
the Urban Forest and the Wildland/Urban Interface.  Staff manages and 
maintains trees on street rights-of-way and medians, urban parks, trail 
corridors, open spaces, and regional parks.  Forestry staff also provides 
Private Tree Service Business License Testing and certifications. 

 
 Design, Development, and TOPS:  The Design, Development and TOPS 

Division provides comprehensive planning and construction management 
services for parks, trails, open space, and recreation facilities within the 
Colorado Springs community.  In addition to new park construction, the 
division oversees numerous park renovation and restoration projects. 

 
 Park Maintenance, Trails, and Open Space:  Park Maintenance, Trails and 

Open Space provides maintenance and resource management services at 
City parks, trails, and open spaces that enhance the beauty of the community, 
safeguard the public investment in built facilities and natural areas, and 
ensure residents and visitors have safe places for leisure and recreation. 
 

 Recreation Services:  The Recreation Services Division (RSD) provides a 
myriad of recreational programs, human services, and special events to 
citizens.  RSD is responsible for the management and delivery activities at all 
of the City’s recreation sites, as well as youth and senior programs at six 
centers located in low to moderate income neighborhoods.  The Recreation 
Services Division had almost 86,000 of service provided by approximately 
1,000 volunteers during 2008.  Volunteers provide a wide range of services, 
including coaching youth, assisting seniors, and conducting programs for 
disabled individuals. 

 
o Human Services Complex:  The Human Services Complex is an 

enterprise operated as a public, non-profit, and private collaboration 
designed to provide comprehensive services to the elderly and the 
surrounding neighborhood. Tenants include the City of Colorado 
Springs Senior Center and a cooperative network of commercial 
businesses, health, and human service agencies. These organizations 
provide services and programs for seniors in accordance with the 1985 
Human Services Complex Use Plan. 

 
 Golf Courses:  This division oversees the management of the two City-owned 

golf courses, operated as enterprises, which are maintained for players of all 
abilities.  The Golf Enterprise provides a high quality, affordable golf 
experience while being a financially responsible self-supporting enterprise. 
 

 Cemeteries:  The Cemetery Enterprise provides self-supportive, quality 
cemetery services for the public for the interment of the deceased in a 
dignified and respectful manner and maintains the perpetual care 
responsibilities of the grounds of the two City-owned cemeteries.  
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Employee Count:   

Division 
FY2006 
Actual 

FY2007 
Actual 

FY2008 
Authorized 

FY2009  
Proposed 

FY2009 
Adjusted 

Administration 12.75 12.75 11.00 11.00 N/A 
Cultural Services 13.75 13.75 14.00 14.00 N/A 
Forestry 14.00 14.00 14.00 12.00 N/A 
Design & Development 5.50 5.50 5.50 6.00 N/A 
Park Maintenance, 
Trails & Open Space 

84.00 84.00 84.00 77.40 N/A 

Recreation Services 50.25 50.25 49.25 48.50 N/A 
Human Services 
Complex 

1.00 1.00 1.00 1.00 N/A 

Golf Courses 14.50 14.50 14.50 14.50 N/A 
Cemeteries 12.00 12.00 11.00 11.00 N/A 
Total 207.75 207.75 204.25 195.40 N/A 

 
In 2009, the Department will reduce its overall staffing by 8.85 FTEs, with 6.6 fewer 
in Parks Maintenance.  Since 2007, the Department has reduced its staff by 6.3 
percent.  

Budget   
 

Category 
FY2006 
Actual 

FY2007 
Actual 

FY2008 
Authorized 

FY2009 
Proposed 

FY2009 
Adjusted 

Salaries Civilian 11,139,084 11,556,073 11,741,737 10,529,227 8,455,586 
Salaries Uniform - - - - - 
Benefits 2,694,090 2,856,717 3,041,974 3,175,535 2,948,820 
Operating (5,207) 14,806 - - -15,300 
Materials & Supplies 539,872 591,081 685,041 490,865 502,365 
Maintenance 478,472 569,899 561,792 282,729 282,729 
Services 725,871 695,833 859,029 553,208 559,208 
Schooling, Travel, 
Dues & Subscriptions 

63,929 44,806 65,532 58,762 58,762 

Utilities, Rent, 
Insurance, Phone 

2,321,563 2,485,604 1,946,200 1,143,866 1,988,356 

Minor Equipment 189,992 177,553 183,134 149,033 149,033 
Internal Services 75,806 55,971 62,667 59,846 59,846 
Capital 504,412 266,837 201,196 42,810 42,810 
Matching Object/Rev 124 458 - - - 
Non-Operating Object 485,154 493,369 540,037 524,131 536,736 
Project/Grant Object 19,772 24,539 21,010 17,648 17,648 
Total $19,232,936 $19,833,545 $19,909,349 $17,027,661 $15,586,600
 
In FY2009, the following significant changes were made to the Department of Parks, 
Recreation, and Cultural Services’ budget: 
 Eliminate 5.75 positions to reduce General Fund ongoing expenditures by 

$318,000. 
 Eliminate funding for the July 4th symphony contract. 
 Decrease the funding of supplies and temporary staffing used to maintain and 

repair parks. 
 The service and program impacts resulting from the decrease of ongoing 

expenditures include the reduction of adult, senior, persons with disabilities 
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and military outreach programs; reduction in the hours of operation and 
programs at Garden of the Gods, North Cheyenne Cañon, and Rockledge 
Ranch; and reduction of hours for the facilities at Helen Hunt Falls.  Some 
fees were also increased to partially offset the decreased expenditures and to 
ensure quality of services. 

 Reduce seasonal salaries and benefits expenditures by $360,000. 
 Eliminate pruning contract funds for street tree maintenance to reduce 

ongoing expenditures. With its removal, forestry crews will spend more time 
on priority “calls for service.” 

 Transfer 4.00 positions and utility expenditures from the Park Maintenance 
Division to the Conservation Trust Fund (CTF) to reduce General Fund 
ongoing expenditures by $1.2 million. 

 Patty Jewett Enterprise Fund increased Daily 9 and 18 Hole Green fees due 
to a proposed fee increase and a change in the amount of rounds played.  
This is needed to offset the increases in utilities of $70,000 and seed and 
fertilizer of $21,500. 

 Valley Hi Enterprise Fund increased Daily 9 and 18 Hole Green fees due to a 
proposed fee increase and a change in the amount of rounds played.  This is 
needed to offset the increases in utilities of $54,000 and seed and fertilizer of 
$11,500. 

 

Additional proposed changes to the 2009 budget include: 
 

The following summary lists proposed reductions within the Parks, Recreation and 
Cultural Services Department to meet its goal of a 14.5 percent budget reduction. All 
expense, revenue and reduction numbers reflect three-quarters of a year (April 
through December). However, all participant numbers reflect an annual rate.  
Additionally, the transfer of funds represents one full-year of savings.  The 
Department will transfer funds calculated back to the beginning of 2009.  All other 
figures are at a three-fourths (¾) year rate. 

 

Summary of Proposed Changes 
 

Source 
Change to General 

Fund Budget 
Transfer of Funds $1,042,484 
Other Proposed Cuts $985,047  
Revenue from Fee Increases $291,289 
Total Budget Impact $2,318,820 

 *Savings is approximate 
 
 Transfer to the Lottery Fund:  $1,042,484 of Park Maintenance expenses 

moved from General Fund to the Lottery Fund.  A total of 20 maintenance 
positions will be transferred from the General Fund to the Lottery Fund to 
account for the reduction.  By moving these funds, PRCS thus reduces its 
Lottery account by that amount.  This transfer will eliminate funding for: 
 

o Renovation projects at numerous park facilities 
o Repair of tennis courts, basketball courts, and inline hockey courts  
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o Citizen requests submitted as part of the 2009 CIP Budget process for 
improvements 

o All irrigation renovations  
o Playground renovations 
o Restroom renovations 
o Addressing vandalism throughout the entire park system 
o Lighting replacement 
o Drinking fountains and picnic table replacement 
o Replacement of damaged sidewalks and constructing missing 

sidewalks within the park system  
o The Julie Penrose Fountain and the Deerfield Hills Spray Ground 
o Ponds and water feature maintenance  
o Repaving and repairs of the extensive trail system from the 2009 CIP 

Budget 
o One (1) construction project account and two feasibility studies 

 
 Other Proposed Budget Cuts 

 

Reduction 
Reduction 

Amount 
Transfer Project Funding From Lottery to General Fund $301,583 
Eliminate One Position (Horticultural Division – ATB Park) $36,678 
Eliminate One Position (Regional Parks and Trails) $43,675 
Reduce Hourly Staff Funding (Forestry) $24,000 
Senior Center Programming Transferred to Endowment Fund $24,500 
Transfer One Position (Design, Development and TOPS) $60,000 
Transfer .5 Position to TOPS (Forestry) $32,138 
Eliminate One Position (Visitor Services) $62,958 
Eliminate one Position (Design, Development and TOPS) $56,786 
Eliminate .5 Position (Design, Development and TOPS) $23,017 
Eliminate .25 Position $42,590 
Eliminate One Position (Pioneers Museum) $66,595 
Eliminate One Position (Pioneers Museum) $56,786 
Eliminate .25 Position  $42,192 
Eliminate One Position (West Community Center) $56,786 
Eliminate One Position (Aquatics Programs) $53,523 
Reduce Seasonal Staff Funding (Aquatics Programs) $8,000 
Total $985,047 

 
Fee Increases 

Program 
Projected 
Increase 

City Auditorium $41,021 
Sertich Ice Center $25,725 
Adult Sports Programs $49,907 
Aquatics Programs $83,334 
Youth Sports Programs $80,477 
Other $10,825 
Total $291,289 
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Proposed Position Eliminations 
 

# Cut* Title Division 
1 Senior Skilled Maintenance Technician Aquatics Programs 

0.5 Administrative Technician Design, Development, and TOPS 
1 Construction Project Specialist Design, Development, and TOPS 
1 Landscape Architect II Design, Development, and TOPS 

0.25 Program Coordinator Helen Hunt Visitor Center 
1 Maintenance Technician II Horticultural – ATB Park 
1 Exhibit Designer Pioneers Museum 
1 Museum Curator Pioneers Museum 
1 Senior Maintenance Technician Regional Parks and Trails 

0.25 Program Coordinator Starsmore Discovery Center 
0.5** Staff Forester TOPS 

1 Recreation Supervisor Visitor Services 
1 Program Coordinator West Community Center 

12.5 Total PRCS 
*Due to retirements, resignations and transfers, not all eliminated 

positions will result in a lay-off 
**Transferred to TOPS fund 

Contracting 
In general, the Parks, Recreation, and Cultural Services Department has done a 
significant amount of work with local private sector contracts for services including 
median mowing and fence repair.  The Recreation Services Division also works with 
organizations such as the US Tennis Federation, the YMCA, and the Child Nursing 
Center to implement programs in City facilities. 
 
Additionally, the City has already established “enterprises” for its golf courses, 
cemeteries, and a nonprofit human services complex. 
 
However, when considering these initiatives, the City should explore whether it has 
maximized revenues for these activities.  Specifically, the City should consider the 
following: 
 
Outsource Golf Course Management to a Private Company: The City already 
contracts out its golf course operations.  However, according to PRCS staff, the 
expectation of the vendor is to operate a revenue-neutral operation.  The City should 
consider developing a Request-for-Proposal (RFP) soliciting the services of a private 
golf course management firm to run all aspects of the golf course, including but not 
limited to the grounds keeping and concessionaire functions.  
 
The goal of this RFP process would be to increase the revenue generating capacity 
of the golf course so that, in addition to its reported self-sustainability, it becomes a 
net contributor to the City’s General Fund. Thus, contractors would pay the City for 
the right to be able to operate the Golf Course.  Further, the RFP will seek input from 
private vendors as to what strategic planning options exist for the City courses, 
including capital planning initiatives and funding sources for same.   

 
 When comparing the costs of private companies and those of the City 

Enterprise, any impacts on other departments (e.g. Human Resources) and 
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the present value of City employee costs should be included.  This is currently 
calculated using the “administrative prorate.” 

 
Develop a Colorado Springs Parks Conservancy: Set up a private foundation to 
encourage corporate and community support for parks and recreation. In Colorado 
Springs, such an effort might build on the City’s existing, active “friends of” parks 
groups.  
 
 In St. Louis, for example, Forest Park Forever, a private, nonprofit 

organization, was founded in 1986 to work with the Department of Parks, 
Recreation and Forestry to restore and sustain the City’s central regional 
park. Over the past decade, more than $94 million has been invested in this 
community asset, and the nonprofit manages many park operations.  
 

 Nationally, similar models provide varying forms of support– from raising 
funds for special projects and planning studies (Fairmount Park Conservancy, 
Philadelphia) to direct management of major facilities (Central Park 
Conservancy, New York City; Olmstead Parks Conservancy, Buffalo, NY). 
Other active examples from among the core comparison cities include the 
Shelby Farms Park Conservancy in Memphis and the Piedmont Park 
Conservancy in Atlanta. 
 

Continue to Partner with Local Nonprofits to Deliver Services:  To date, PRCS 
partners with more than 175 organizations to implement programs in City facilities.  
While continuing to increase the number of Public-Private Partnerships, the 
Department should also increase cost recovery for all direct services. 
 
Move to On-Call Forestry Services: Currently, City forestry does not have any 
contractual agreements.  There is no standby / on-call status.  To compensate for 
any potential decreases in funding, the City should consider moving towards an on-
call provider for emergency forestry services.  While this move would significantly 
decrease expenditures, there is also the potential for decreases in quality of services 
provided.  As such, the City should consider implementing an on-call program for 
one district in the City, comparing the performance of contractor(s) over 12-18 
months to that of the City. 

Performance Benchmarks and Comparable Analysis 
 
Expenditures 
In comparing spending on Parks and Recreation-related activities in Colorado 
Springs versus other comparable cities, it should again be noted that budgeted 
activities will vary in different cities.  However, when comparing Colorado Springs to 
other cities in the region and nationally, the efforts of City staff and officials to limit 
expenditures become apparent.  The City maintains a high amount of parkland at a 
very low cost.  The acres of parkland maintained by city parks and recreation 
departments are shown in the graph on the following page. 

 
 



Acres of Parkland and Open Spaces Maintained by  
Parks & Recreation Departments 
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Thus, while maintaining more acres than most jurisdictions surveyed, Colorado 
Springs operates and manages parks and recreation programs and facilities very 
efficiently, with the lowest cost of maintenance per acre of any jurisdiction surveyed.  
At $457 per acre, this cost is 41.5 percent lower than the median ($781) and 
approximately one-fourth (1/4) the cost of the cost per acre in Kansas City, MO 
($1,779). 
 

Annual Cost of Maintaining One Acre of 
Parkland/Open Space 
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In terms of direct costs, Colorado Springs General Fund funds less per capita 
($43.72) than the median ($50.75), as shown in the graph below. 
 

Per Capita Expenditures by  
Parks & Recreation Departments 
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While these figures should be somewhat discounted given the significant differences 
in operating and maintaining parklands in different environments, it is clear that 
Colorado Springs is efficiently managing its parklands. 
 
Revenue Generation 
The Department of Parks, Recreation, and Cultural Services leverages significant 
funding from donations, earned income, and grants, some dedicated for specific 
purposes.  In 2008, the Department brought in $4.9 million, or 37 percent of its 
budget.  On average, this translates to each City resident paying $12.62.  In 
comparison to other cities, Colorado Springs is able to implement high quality 
programs while charging relatively little for services.  The City brings in 19.1 percent 
less revenue than the median ($15.62/person).  This translates to a great deal of 
opportunity in terms of potential additional revenue.  By instituting more or greater 
user fees for services, the City could recover a greater percentage of its total parks 
and recreation budget from self generated revenues.   
 
 
 
 
 
 
 
 

  Page | 103 



Per Capita Revenues from Charges and Fees  
Generated by Parks & Recreation Departments 
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Currently, the City brings in 37.0 percent of its budget from self generated revenues, 
compared to 50.8 percent in Aurora.  Currently, the City has a policy mandating that 
programs for children, seniors, and people with disabilities capture at least 50 
percent of direct costs and adult programs capture at least 80 percent of direct and 
select indirect costs. With increased revenue collection, the City would come closer 
to meeting this policy. 
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Progress 
The Parks, Recreation, and Cultural Services Department delivers high quality 
services to the citizens of Colorado Springs while maintaining a status quo or 
reduced budget.  As seen below, the Department’s budget and staffing were 
reduced in 2009, but staff continues to increase efficiency to maintain service 
delivery.   
 

Percent Growth in PRCS General Fund Budget/FTEs, 2007-2009 

 
 
The efficient operation of the department has been assisted by the following 
practices: 
 
 Public-Private Partnerships:  To continue delivering quality services at 

minimal cost, Springs PRCS has established public-private partnerships with 
various outside agencies and organizations.  To date, the Department has 
established approximately 278 such partnerships, significantly reducing 
staffing requirements for the City.   

 
Examples of PRCS Partnerships 

1. Academy Riding Stables:  Conducts horseback rides through Garden of the Gods 
2. Council of the Blind:  Implements support group activities in City facilities 
3. Knob Hill Neighborhood Association:  Implements neighborhood group activities in City 

facilities 
4. Pikes Peak Community Tennis Association:  Implements tennis programs in City 

facilities 
5. American Youth Soccer Organization:  Implements youth soccer programs in City 

facilities 
6. School District #11 middle schools:  Implements tackle football, volleyball, and other 

programs in City facilities 
7. Other Partnerships: 

 Friends of North Cheyenne Canyon 
 Garden of the Gods Foundation (provides funding for maintenance) 
 Living History Association (supports Rock Ledge Ranch Historical Society) 

 
 Volunteer Program:  PRCS has a very successful volunteer program.  By 

itself, the Cultural Services Division coordinates the work of 740 volunteers, 
providing more than 26,500 hours to support the Division’s Mission.  The 
Department as a whole averages approximately 6,500 volunteers per year, 
providing more than 130,000 hours of services.  According to Independent 
Sector, “the estimated dollar value of volunteer time is $19.51 per hour for 
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2007,”34 translating to over $2.5 million in savings for PRCS in the average 
year.  Some of these volunteer programs include: 

o Youth Sports Programs 
o Staffing at Museums and other sites 
o Tree Plantings 
o Construction Projects 

 
Additionally, the Department has initiated work to develop an internship 
program to provide additional services at minimal costs. 
 

 Use of Technology:  By maximizing the use of technology, the PRCS has 
automated many registration processes and decreased its reliance on paper 
brochures.  The Springsgov.com website allows citizens to register for more 
than 15 types of programs. 
 

 Programs Implemented without General Fund:  The enterprises that 
oversee the City’s golf courses and cemeteries are both designed to be 
revenue-neutral.  They are not, however, contributors to the General Fund, 
with the exception of Payments in Lieu of Taxes (PILT) from Valley Hi Golf 
Course and cemeteries. 
 

 Implementing MBROs:  Recently, the Colorado Springs City Council 
approved the award of a $50,000 contract to Active Network, Inc., a San 
Francisco-based marketing firm, to find corporate sponsors for some City 
property.  ‘”Marketing firms indicate a city of this size might generate $1.5 
million in the first year.’ Paul Butcher Director of Parks, Recreation, and 
Cultural Services said.  Ad revenue could top $5 million in subsequent years, 
he said.”35  From the beginning of our work with the Sustainable Funding 
Committee, PFM has recommended Market Based Revenue Opportunities 
(MBROs) such as the current contract with Active Network.  PRCS should 
continue to explore opportunities for MBRO revenue from advertisements on 
developed park space. 

Challenges 
Quality recreation programs and accessible, enjoyable parks and cultural services 
are essential to retaining residents, as well as attracting new ones to Colorado 
Springs.  However, given the cost and labor-intensive activities required of PRCS 
services, balancing increasingly tight budgets with the desire to implement quality 
programs becomes increasingly tenuous.  Some of the major challenges facing the 
Department in the near future are: 
 
 Ability to Water:  PRCS has a goal to increase its ability to water various 

parks and other areas.  However, while the Department has implemented 
promising practices to use native plants and other strategies to reduce 
consumption needs, the high cost of water will continue to impact activities. 

                                                 
34 “Value of Volunteer Time”, http://www.independentsector.org/programs/research/volunteer_time.html, 
February 2, 2009. 
35 Alysia Patterson.  Colorado Springs seeks commercial sponsors.  Associated Press.  January 14, 2009. 
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 Increase of Minimum Wage for Seasonal Workers.  Recent increases in 
the minimum wage have made it more difficult for PRCS to recruit and retain 
seasonal staff.  This includes losing staff to outside nonprofits and other 
organizations. 
 

 Generating Fees to Cover Expenditures:  The PRCS goal is to capture at 
least 50 percent of the cost of providing services to children, senior citizens, 
and the disabled and at least 80 percent of costs for adult programs.  
However, as the Recreation Division is currently recovering only 37.0 percent 
of its total budget from revenues, there is still significant work to be done. 

 
 Aging Fleet:  Given the requirements of PRCS’s day-to-day operations, a 

significant burden is placed on the Department’s fleet.  However, as the 
Department’s fleet is older than other departments’, the need for replacement 
vehicles may soon arise. 

 
 Benchmark Data does not allow for comparisons:  Benchmark data for 

performance is needed to gauge performance as well as to allow for 
comparisons.  However, the data currently reported focuses on specific 
issues in Colorado Springs, rather than issues that face other comparable 
cities.  In developing benchmarks that are more easily comparable, the City 
should consider the following: 

 
o Average program participation levels 
o Regular customer satisfaction reports 
o Youth crime rates (outcome of recreation programs) 
o Healthiness of city population (outcome of parks programs) 

Initiatives 
In addition to the initiatives below, there are several citywide initiatives that will 
impact PRCS operations. 
 Citywide Special Events Committee 
 Office of Grants Management & Administration 
 Office of Volunteer Services 

 
PR01. Institute Competitive Contracting 

 
FY2009 Impact $481,947 Five Year Impact $2,409,736 
Reoccurring/Non-
Reoccurring 

Reoccurring 
General Fund/Other 
Source/Both 

Other Source 
(Enterprise) 

 
When determining the cost of an activity, the City will construct contract documents 
so that internal City departments can bid against private contractors.  City 
Employees may be able to do the job with the same performance level at less cost.  
This type of managed competition requires ensuring there are accountability 
mechanisms and controls in place to obtain the maximum benefit.  This is a way to 
perform a cost/benefit analysis for outsourcing mowing and other activities.  Specific 
activities that will be competitively bid are: 
 



  Page | 108 

 Golf Course Operations 
 Cemeteries Operations 
 Forestry Services (scheduled tree pruning services) 
 Mowing 
 Youth Programs 

 
The fiscal impact calculation assumes the costs of all activities will be reduced by 10 
percent through competitive contracting.  For the golf courses, this will come in the 
form of increased revenues. The cost of scheduled tree pruning services is 15 
percent of the Forestry Division’s budget, (the estimated amount of time the 
department spent on scheduled tree pruning in 2008).  The following formula was 
used in the calculation:  (Note most of these identified savings would be for the 
Enterprises.) 
 
90% * [($2,295,435 + $1,345,545 for Golf Courses) + ($1,562,122 for Cemeteries +  
(15% * $1,012,442 for Forestry)] * 10% discount for implementation and workability = 

$481,947 
 

 FY2009 FY2010 FY2011 FY2012 FY2013 Total 

Discounted % 
of Savings 

10% 10% 10% 10% 10% 10% 

Fiscal Impact $481,947 $481,947 $481,947 $481,947 $481,947 $2,409,736 
 

PR02. Increase Valley Hi Golf Course Fees to Maximize Legally Available 
Revenue Generation 

 
FY2009 Impact $135,865 Five Year Impact $679,325 
Reoccurring/Non-
Reoccurring 

Reoccurring 
General Fund/Other 
Source/Both 

Other Source 

 
According to PRCS staff, enterprise agreements do not allow for golf courses to generate 
revenues more than 10 percent above/below expenditures.  Additionally, deed restrictions at 
Patty Jewett Golf Course do not allow for additional revenues to be allocated away from the 
course.  In 2009, both courses proposed to generate less revenue than expenditures.  In 
order to maximize revenues, it is recommended that fees at Valley Hi Golf Course be 
increased to match 10 percent more than expenditures.  Additionally, if it is found that if 
Patty Jewett Golf Course has debts to the City, fees can be increased to pay back the City. 
 

Comparison of Valley Hi Golf Course Greens Fees 
to other Golf Courses in Colorado Springs 

Course Daily Greens Fee 
Valley Hi $28  
Pine Creek $42  
Cherokee Ridge $27  
Springs Ranch $30  
Antelope Alley Golf Course $40-50 
Eisenhower Golf Club $60  
Average (excluding Valley Hi) $41  
Variance -31.4% 
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The fiscal impact assumes that revenues will be 10 percent higher than 
expenditures. 
 

 (A) (B) (B) – (A) = (C) 
(A) * 110% = 

(D) 
(D) – (A) = 

(E) 
(E) – I = 

(F) 

  

2009 
Proposed 

Expenditures 

2009 
Proposed 
Revenue 

Expected 
Difference 

(Revenues – 
Expenditures) 

Projected 
(Expenditures

+ 10%) 

Difference 
(Expected 

– 
Projected) 

Difference
(Projected 

– 
Proposed) 

Valley Hi 
Golf 
Course 

$1,337,342 $1,345,545 ($8,203) $1,480,100 $142,758 $150,961 

 

The following formula was used in the fiscal impact calculation: 
Proposed Expenditures ($1,337,342) * Revenues 10% in excess of Expenditures 

(1.1) – Expected Revenues ($1,345,545) = $150,961 * 10% discount for 
implementation and workability (.9) = $135,865 

 

 
FY2009 FY2010 FY2011 FY2012 FY2013 Total 

Discounted 
% of 
Savings 

10% 10% 10% 10% 10% 10% 

Fiscal 
Impact 

$135,865 $135,865 $135,865 $135,865 $135,865 $679,325 

 
PR03. Lease Vacant Parkland for Cellular Phone Towers 

 
FY2009 Impact $64,800 Five Year Impact $324,000 
Reoccurring/Non-
Reoccurring 

Reoccurring 
General Fund/Other 
Source/Both 

Other Source 

 
The lease of land areas for cellular telephone towers can provide a reliable revenue 
stream with relatively few downsides.  Typically, a landowner enters into a ground 
lease with a cellular tower developer for 50 years.  The area needed for the tower is 
approximately 10,000 square feet and must be fenced in.  The City’s Radio Shop 
currently leases land for these towers, but it is recommended that these leases be 
expanded to parklands. 
 
 The City of Chicago (IL) rents space for cell phone antennae atop four city-

owned water towers. Seven cell phone carriers rent space and revenue is 
$190,000 per year.  

 
 Macomb County (MI) leases cellular tower space to T-Mobile in Chesterfield 

Township and St. Clair Shores which net $1,600 revenue a month per lease.  
Macomb County is currently discussing adding three more leases with a 
telecommunications company at various locations. 
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The fiscal impact assumes three (3) cell phone towers leased at $2,000 per month.  
The following formula was used for this calculation: 3 * $2,000 * 12 months * 10% 
discount for implementation and workability issues = $64,800 
 

 
FY2009 FY2010 FY2011 FY2012 FY2013 Total 

Discounted 
% of 
Savings 

10% 10% 10% 10% 10% 10% 

Fiscal 
Impact 

$64,800 $64,800 $64,800 $64,800 $64,800 $324,000 

 
PR04. Increase Fees for Recreation Services 

   
FY2009 Impact To Be Determined Five Year Impact To Be Determined 
Reoccurring/Non-
Reoccurring 

Reoccurring 
General Fund/Other 
Source/Both 

Other Source 

   
The extent to which governments recover the costs of recreation services varies 
from place to place.  The level of cost recovery depends on the governments’ 
willingness to subsidize the costs of programs, the need to encourage increased 
participation, and citizens’ abilities to pay.  PRCS is currently in the process of 
implementing strategies to maximize revenues while maintaining / increasing 
participation. 
 
Additionally, the City should be sure that any organization / agency that uses City 
facilities is charged for any service with a fee for customers (i.e. if an organization 
charges attendees, then they should reimburse the City for any related impact on 
facilities and City staff).  PRCS should also receive a share of any revenues to other 
City revenues / enterprises for services performed. 
 
PR05. Increase Cost Recovery for Recreation Programs Implemented at City 

Facilities 
 

FY2009 Impact $300,600 Five Year Impact $1,503,000 
Reoccurring/Non-
Reoccurring 

Reoccurring 
General Fund/Other 
Source/Both 

Other Source 

 
Currently several organizations implement activities for the Department of Parks, 
Recreation, and Cultural Services.  The City then pays these organizations for their 
services.  In order to enable these associations to increase their ability to self-fund 
their activities, it is recommended that all programs should be fully self-sustaining 
and achieve 100 percent cost recovery while maintaining equity of access to 
programs. 

Type of Program / 
Facility Used 

# of Current 
Partners 

# With no 
Payment to 

City 

# That City Pays to  
Implement 
Services 

# Where 
Partner 

Pays City* 
Therapeutic  2 2 0 0 
Otis Park  8 8 0 0 
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West Center 16 14 1 1 
Deerfield and Sand 
Creek  

12 12 0 0 

Meadows  23 22 1 0 
Hillside 31 31 0 0 
Senior Center 77 77 0 0 
Sports 7 1 5 1 
Total 176 167 7 2 
* The Pikes Peak Community Action Agency and District 11 Schools are the only partners that are charged for the 

services they receive.  PPCAA pays $4,000 per year.  District 11 reimburses the City on a sliding scale per player. 
     
The following assumes that each partner that does not currently pay the City for the 
services it receives or the facilities it uses will be assessed an average annual 
impact fee of $2,000. 
 
167 Partners * $2,000 * 10% discount for implementation and workability issues = 

$300,600 
 

 FY2009 FY2010 FY2011 FY2012 FY2013 Total 

Discounted 
% of 
Savings 

10% 10% 10% 10% 10% 10% 

Fiscal 
Impact 

$300,600 $300,600 $300,600 $300,600 $300,600 $1,503,000

 
PR06. Investigate Additional Methods of Funding Parks Maintenance 

 
FY2009 Impact Not Applicable Five Year Impact Not Applicable 
Reoccurring/Non-
Reoccurring 

Reoccurring 
General Fund/Other 
Source/Both 

Other Source 

 
Given the significant maintenance requirements and the lack of City resources for 
them, it is recommended that the City Council investigate multiple methods of 
increasing maintenance funds, including: 
 

 Opportunities for regionalized services. 
 Working with Colorado Springs Utilities to create a tariff-based system that 

provides a subsidy to large irrigation users that demonstrably promote 
conservation. 

 
PR07. Explore the Creation of a Parks District 
 

FY2009 Impact To Be Determined Five Year Impact To Be Determined 
Reoccurring / Non-
Reoccurring 

Reoccurring General Fund / Other 
Source / Both 

To Be Determined 

 
The Committee recommends that the City bring together a group of stakeholders to 
begin the exploration of a Parks District. 
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COLORADO SPRINGS POLICE DEPARTMENT 

Overview 
 
Mission and Responsibilities 
The mission of the Colorado Springs Police Department (CSPD) is to promote the 
quality of life in Colorado Springs by providing police services with integrity and a 
spirit of excellence, in partnership with the community.  To achieve their mission, the 
CSPD collaborates extensively with local, state, and federal partners from multiple 
community and public sectors.  Partnerships are diverse and span the law 
enforcement and community continuum.  These partnerships include: investigative 
partners, agencies and organizations serving youth, local military partners, and local 
colleges and universities.  These numerous relationships are essential to gathering 
community input on police services, engaging the community as partners in solving 
community issues, and making the best use of resources in Colorado Springs. 
 
Bureaus 
The Colorado Springs Police Department is made up of the following bureaus: 
 
 Operations Support Bureau:  The Operations Support Bureau provides a wide 

range of services and is comprised of many different divisions and sections.  
Some of these services are provided through the Investigations Division that 
is responsible for major crimes, sex crimes, juvenile crimes, and property 
crimes.  Other sections within the Operations Support Bureau include: Metro 
Crime Lab, Metro Vice-Narcotics-Intelligence (VNI), Code Enforcement, 
Canine, Tactical Enforcement Unit, Air Support, and Parking Enforcement. 

 
 Patrol Bureau:  The Patrol Bureau provides a wide range of services, 

including responding to calls for service from the public; traffic control, 
education and enforcement; neighborhood watch; crime prevention; business 
watch; etc.  The majority of officers seen daily by the public are assigned to 
the Patrol Bureau and patrol the community and respond to calls for service.  
The Patrol Bureau is comprised of four area commands: Falcon, Gold Hill, 
Sand Creek, and Stetson Hills. 

 
 Administrative Services Bureau:  The Administrative Services Bureau is 

comprised of mostly civilian personnel (non-sworn officers) who provide 
critical support functions such as the Communications Center, Records and 
Identification, Fiscal Services, Evidence Management, and Information 
Technology. 

 
Employee Count36:   

Bureau 
FY 2006 
Actual 

FY 2007 
Actual 

FY 2008 
Authorized 

FY 2009 
Proposed 

FY2009 
Adjusted 

Office of the Chief 40.00 40.00 8.00 9.00 8.00 
Administrative 0.00 0.00 221.00 229.00 225.00 

                                                 
36 PSST and General Fund supported positions included.  Grant and Enterprise support positions are excluded. 
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Services Bureau 
Operations Support Bureau 342.00 346.00 274.00 262.75 262.75 
Patrol Bureau 584.00 582.00 452.00 458.00 462.00 
Total 966.0 968.0 955.0 958.75 N/A 

 
Due to a reorganization of the CSPD in 2007: 
 
 All Professional Standards units’ positions were transferred from the Office of 

the Chief to the newly created Administrative Services Bureau. 
 Nine positions were transferred from Operations Support Bureau to the city’s 

Information Technology Department. 
 Management Services, Asset Management, Planning, Fiscal Services, 

Facilities, Fleet, Evidence, Communications Center, Records & ID, and 
Impound Lot programs were transferred from the Operations Support Bureau 
to the Administrative Services Bureau. 

 School Resource Officers, Divisional Investigators, and Motorcycle Unit 
Officers were transferred from the Patrol Bureau to the Operations Support 
Bureau. 

 
For 2009, the significant changes to the positions within the CSPD include: 
 
 One additional School Resource Officer (SRO) for School District 20 has 

been added. 
 One Crime Analyst position within the Administrative Services Bureau is 

eliminated to reduce ongoing expenditures. 
 The Human Resources Section was transferred from the Professional 

Standards Division to the Management Services Division. 
 
Budget37 
 

Category 
FY2006 
Actual 

FY2007 
Actual 

FY2008 
Authorized 

FY2009 
Proposed 

FY2009 
Adjusted 

Salaries Civilian 11,862,389 11,945,591 12,036,957 12,165,437 11,370,226 
Salaries Uniform 40,056,465 41,434,455 41,579,870 42,354,240 42,351,438 
Benefits 13,265,827 13,208,280 13,417,552 15,869,622 15,802,522 
Operating - - - - (77,538) 
Materials & Supplies 1,191,440 1,328,586 1,245,903 1,470,890 1,446,458 
Maintenance 470,440 257,009 169,492 318,949 318,949 
Services 1,749,757 1,556,871 1,589,575 1,364,849 1,364,849 
Schooling, Travel, 
Dues & Subscriptions 

161,343 167,008 220,636 239,189 239,189 

Utilities, Rent, 
Insurance, Phone 

985,590 766,546 1,026,098 1,132,380 1,132,380 

Minor Equipment 458,960 281,252 379,847 429,304 429,304 
Internal Services 47,751 72,226 70,864 46,952 46,952 
Capital 1,549,818 1,384,926 1,205,968 97,320 36,520 
Matching Object/Rev - 255 - - - 
Non-Operating Object 263,765 283,740 306,483 308,547 308,547 
Project/Grant Object - - - - - 
Total $72,063,546 $72,686,745 $73,249,245 $75,797,679 $74,769,796

                                                 
37 PSST Funds not included. 
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In FY2009, the following significant changes were made to the Police Department’s 
budget: 
 
 Funding for the Air Support Unit at $362,000, that was eliminated during the 

2008 budget process, and later reinstated for 2008 using a one-time funding 
source, is now included in the 2009 budget. 

 New Hire Pension increases and an additional Old Hire Pension payment of 
$2,200,000 are provided. 

 The computer network and communications line items were removed from 
individual General Fund budgets at $400,000 and transferred to the 
Information Technology Department as part of the continued effort to 
consolidate information technology functions. 

 Vehicle replacement funding of $740,000 is transferred and consolidated in 
General Costs. 

 
All Funds Budget Summary38 

Use of Funds FY 2007 
Actual 

FY 2008 
Budget 

FY 2009 
Adjusted 

% Change     
FY 2008-2009 

General Fund $72,686,745 $73,249,245 $74,769,796 2.08% 

PSST $12,780,692 $12,739,895 $11,897,361 -6.67% 

Grants $3,493,669 $2,430,796 $1,150,000 -52.69% 

Total $88,961,106 $88,419,936 $87,857,157 -0.64% 
 

On January 26, 2009 the CSPD and Colorado Springs Fire Department (CSFD) 
were directed by Council to reduce their General Fund budgets by 1 percent and the 
PSST budget by $1.7 million.  The 1 percent reduction to the CSPD General Fund 
budget amounts to approximately $753,688 million and $863,000 is the CSPD share 
of the PSST budget.   
 
Changes to the 2009 General Fund budget to cover the 1 percent decrease in the 
budget include the following: 
 
 Reduction of five sworn positions in specialized units of the CSPD. 
 Increased fees at the CSPD Impound Lot will generate an additional 

$155,000. 
 Coordinator position and operating support will not be funded for Drive Smart 

Program. 
 
In addition to sustaining the reductions listed above, the CSPD and the CSFD also 
worked to combine administrative functions.  Beginning in February of 2009, CSPD 
and CSFD began researching recommendations for cost reductions and operating 
efficiencies.  These changes include, but are not limited to the following: 
 
 Consolidating the two finance groups under a single manager and eliminating 

one manager position within the CSPD. 

                                                 
38City of Colorado Springs 2009 Budget, p.20-2. 
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 Realigning duties among lower-level fiscal personnel in CSPD and CSFD to 
maximize the utilization of existing capabilities and expertise by eliminating 
one Senior Office Specialist within the CSPD. 

 The City Fleet operation will assume responsibility for maintaining the CSPD’s 
heavy vehicles. 

 CSPD and CSFD will combine the Human Resource Manager function saving 
each organization approximately $60,000 per year and the Human Resource 
staff in the CSPD and CSFD will determine additional areas of collaboration. 

 CSPD will consider additional collaboration opportunities with the CSFD, such 
as on recruiting and promotional processes. 

 CSPD will work with the CSFD to expand their volunteer program. 
 CSPD and CSFD will explore combining classes on general topics such as 

ethics and supervisory training to determine whether greater efficiencies and / 
or cost reductions can be achieved. 

 
Additional proposed changes to the PSST budget could include: 
 
 Reducing the authorized civilian staffing by four positions; which include two 

in the Code Enforcement Unit, one in the Investigation Division, and one in 
Information Technology. 

 Reducing the sworn authorized staffing by six sworn positions in the Metro 
VNI Division, Patrol Bureau, and Internal Affairs Section. 

Contracting 
The CSPD participates in a number of contracts and partnerships; these include 
contracts for the following: 
 
  IT Services (Computer Aided Dispatch Maintenance and Upgrades) 
 Document Shredding 
 Testing Services for Hiring and Promotional Processes 
 Tow Contracts for Impounded Vehicles 
 Janitorial Services 
 Uniforms 
 Security Services at Impound Lot 
 Fleet Equipment Purchasing 
 Property Code Violation Clean-up 

 
Partnerships include, but are not limited to the following: 
 
 Partnering with multiple agencies for training and investigative purposes for 

Internet Crimes against Children Program. 
 Partnering on multiple taskforces with the Federal Bureau of Investigation 

(FBI), US Bureau of Alcohol, Tobacco, Firearms (ATF), and US Drug 
Enforcement Agency (DEA). 

 Partnering with School Districts on Police Officers in Schools Program and 
Safe Schools Coalition. 

 Partnering with the Air Force / Army for response to various incidents on 
different jurisdictional properties. 
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The CSPD currently participates in limited outsourcing opportunities, which is 
generally common for public safety agencies due to the sensitive nature of the data 
and the public perception that these are core services that should be provided by the 
city itself and not contracted out. 
 
Some of these limited services include: 
 
 Large architectural, engineering or construction services that the City must 

secure for development of large capital projects. 
 Professional services for facilities work including roofing, paving, electrical, or 

other professional services. 
 Other projects that may be deemed outside the scope of staff capability or 

time constraints. 
 
The CSPD currently utilizes a third party, private billing company to collect 
outstanding fees. 
 
There are limited opportunities to consider when exploring contracting opportunities 
for the CSPD, these may include: 
 
  Automated Traffic Light Enforcement would provide an opportunity for a 

private contractor to install the camera systems and administer the 
processing of citations. 

 Emergency Call Center provides an opportunity to create a partnership or 
consolidation with El Paso County; in some cases cities have outsourced 
these centers. 

 Private security or outsourcing of security at Municipal Court. 

Performance Benchmarks and Comparable Analysis 
 
Currently the CSPD benchmarks against the following cities: Aurora, Tucson, Mesa, 
Pittsburgh, Tulsa, Omaha, Kansas City, Virginia Beach, San Antonio, and Portland.  
The benchmarks below use ten comparable cities that were agreed upon by the 
Sustainable Funding Committee. 
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The above benchmark, taken from the International City / County Management 
Association (ICMA) 2007 Municipal Yearbook, shows that the CSPD is fiscally 
responsible and has an average operating expenditure per capita of $201 is far 
below the average for the ten comparable cities.  Oklahoma City is a bit lower with 
$187 and Westminster virtually mimics Colorado Springs’ average expenditure of 
$200. 
 
It should be noted that nearly 92 percent of the CSPD budget for 2009 is for salary 
and benefits and the non-personnel budget has remained relatively unchanged for 
the last ten years. 
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Minimum Base Salary for Uniformed Police Officers 
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Overall, the CSPD ranks just above the comparable cities average of $41,485 for the 
average minimum base salary.  The minimum base salary for this purpose has been 
defined as the minimum base salary paid to full-time sworn / uniformed personnel for 
2006.  When compiling this salary data, uniform allowance, holiday pay, hazard pay, 
and any other additional compensation was not accounted for. 
 
When comparing the above cities, Austin had the highest minimum base salary of 
$47,018 and Kansas City had the lowest minimum salary of $34,818. 
 
As noted above, the City of Colorado Springs’ Human Resources Department 
generally conducts comprehensive salary surveys every two to four years.  The most 
recent study was conducted in 2007.  They also conduct a general market survey of 
front-range cities to ensure that the salaries of CSPD remain competitive. 
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  2007 Average Police Response Time to Priority One Calls 
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One performance measure used by most jurisdictions is response time.  While 
response time is a widely accepted and common performance measure for Police 
and Fire Departments, how it is measured can vary from city to city.  This measure 
does not reflect on the quality of police service as response time is more of an 
efficiency measure as opposed to an effectiveness measure.  Complicating this 
benchmark is also the definition of response time.  In Colorado Springs, the timer 
begins when the call is received and ends when the first patrol car arrives on the 
scene.  Other cities may use different standards. 
 
Colorado Springs’ response time of 10 minutes and 34 seconds is the highest of the 
comparable cities and only meets the standard 8 minute response time goal 60.67 
percent of the time39.  Not far behind is Albuquerque at 9 minutes and 29 seconds 
and Kansas City at 9 minutes and 04 seconds respectively.  Both of these cities face 
challenges similar to that of Colorado Springs due geographically to the square 
miles that the Police Departments must cover. 
 
It should be noted that the response time standard in Colorado Springs has 
decreased from 12 minutes and 49 seconds in 2002.  This is due in part to the 
passage of the Public Safety Sales Tax (PSST) which was used for capital 
improvements that allowed for construction of the Northeast (Stetson Hills) Police 
Station and relocation of the Gold Hill substation, but the decrease is also a 
consequence of changes that were made to the prioritization of call types. 
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39 Colorado Springs Police Department, Stats, Facts & Graphs, 2007 Year End, August 12, 2008. 
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Air Support Unit Statistics 

CSPD, like many other cities of its size that we compared them to, maintains an Air 
Support Unit.  This consists of two operational helicopters from the U.S. Department 
of Defense.  The helicopters respond quickly to calls, including burglaries and 
assaults, provide support and reinforcement for ground forces, and have been used 
to minimize the number of vehicular pursuits.  In 2007, the Air Support Unit 
responded to 2000 calls for service, located 350 suspects, and was first on the 
scene for 880 cases.  The CSPD helicopter is able to fly from one end of the City to 
the other in less than two minutes; whereas response time in a patrol car would be 
well over ten minutes. 
 
Some people have raised concerns about the cost incurred each year on equipment 
and maintenance for the helicopter, wondering if that money could be put to better 
use.  While these concerns are not invalid, all of the non-Colorado comparable cities 
(Albuquerque, Austin, Kansas City, Oklahoma City, Portland, and Omaha) have 
some form of air support for their police department.  This trend has surged since 
the 1990’s when surplus military helicopters became available to police departments 
for free.  Many departments now find them a necessity instead of a luxury and have 
sold off their older fleets and acquired new helicopters through creative contract 
deals and leasing options, citing that the crime-fighting benefits far outweigh the 
costs.  The Committee would like to state that there is unanimous consensus that 
the air support unit is absolutely necessary for the City of Colorado Springs. 
 
Furthermore, air support units are useful for a variety of functions, such as aerial 
surveillance, intelligence gathering, thermal imaging, decreased response time, 
finding criminals and missing people, and assisting with emergency management.  
In a blueprint study done by the Kansas City Police Department, helicopter units are 
referred to as “indispensable.”  However, this blueprint report also discusses how 
these air support units in Kansas City are not used on a daily basis, and the report 
recommends regionalizing the air support unit.40  Kansas City continues to consider 
options to replace and maintain their helicopters amidst times of tight budgets, 
insisting a helicopter in the air is the next best thing to having a police officer on 
every block. 
 
Austin’s helicopter costs approximately $325 an hour for gas and maintenance, 
$1,300 inclusive of personnel.  In 2008, the total cost of the helicopter was just under 
$3 million.  Kansas City spent $1.1 million for a helicopter unit in 2006, including 
maintenance costs of $360,512.  Omaha had non personnel costs of $347,67041.  
Colorado Springs helicopter and its accompanying maintenance costs of 
approximately $322,591 for 2007 are standard among the non-Colorado cities that 
were used for this benchmarking analysis. 

 
 
 

                                                 
40 A Blueprint for the Future; Making a good department great, Kansas City Police Department Efficiency Study. 
41 City of Omaha, 2009 Recommended Budget, 
http://www.ci.omaha.ne.us/departments/finance/budget2009recommended/, February 2009. 



2007 Uniform Crime Report Data among Comparable Cities42 
 

Benchmark 
Cities 

Population Square 
Miles 

Sworn 
Police 

Per 
1,000 

People 

% Total 
Police 

Department 
Staffing-
Sworn 

Part I 
Violent 
Crimes 

Per 
1,000 

People 

Part I 
Property 
Crimes 

Per 1,000 
People 

Murders 
Per 

100,000 
People 

Colorado 
Springs 

376,427 194 1.8 70.0% 5.3 44.0 7.2 

Aurora 311,794 143 2.0 79.8% 5.4 37.8 4.5 
Denver 588,349 153 2.7 81.4% 6.0 38.1 8.0 
Fort Collins 133,889 47 1.2 68.5% 3.1 33.4 0.8 
Westminster 106,195 32 1.7 67.4% 2.1 32.7 0.0 
Albuquerque 518,271 181 1.9 71.2% 9.8 56.5 9.1 
Austin 743,074 252 1.9 71.8% 5.2 61.2 4.0 
Kansas City 450,375 318 3.1 67.0% 11.0 55.0 21.0 
Oklahoma 
City 

547,274 607 1.9 80.6% 8.4 58.4 10.6 

Portland 550,396 134 1.8 78.6% 6.7 57.4 4.0 
Omaha 424,482 116 1.8 82.1% 6.1 48.7 9.9 

 
Benchmark Cities Sworn 

Police
Civilian % Civilian

Colorado Springs 669 315 47.1%
Aurora 610 136 22.3%
Denver 1,561 356 22.8%
Fort Collins 161 74 46.0%
Westminster 178 86 48.3%
Albuquerque 986 398 40.4%
Austin 1,418 577 40.7%
Kansas City 1,409 693 49.2%
Oklahoma City 1,023 247 24.1%
Portland 989 270 27.3%
Omaha 755 165 21.9%  

Progress 
 In November of 2001, voters of the City of Colorado Springs approved the 

Public Safety Sales Tax (PSST), a 0.4 percent sales and use tax increase 
dedicated to Public Safety personnel, equipment, operations, and facilities.  
Since its inception, it allowed for additional patrol officers to improve 
emergency response times and enhance traffic safety, construction of the 
northeast police substation, relocation of the Gold Hill subdivision, enhanced 
technology and system upgrades, and additional investigative services that 
would not have otherwise been possible.  It is important to note that despite 
the progress that has been made with PSST funds, the recent downturn of 
the economy has greatly impacted the PSST funding available to the CSPD. 
 

 The CSPD has made a significant effort to enhance the police presence in the 
community and alleviate staff shortages in the Department by civilianizing 
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42 FBI Uniform Crime Reports-Comparative Police Data, 2007. 
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appropriate functions of the CSPD.  Civilianized positions can equate to 
substantial savings as the cost of a civilianized Community Service Officer 
(CSO) with benefits, after five years, is substantially less than an experienced 
police officer.  The CSPD did a lot of research to promote the idea of 
implementing CSOs, but have not had the funding to do so at this time.  
According to Uniform Crime Report data in 2007, CSPD utilized 1.8 : 1,000 
sworn positions and staff currently report 1.7 : 1,000 sworn positions and 2.4 : 
1,000 total personnel for 2009. 

 
 The CSPD commitment to community-based policing is also evident in its 

strong volunteer programs.  The CSPD offers a number of opportunities in 
areas such as chaplaincy, victim assistance, handicapped parking 
enforcement, traffic watch, police athletic leagues, and citizen advisory 
boards.  Volunteers logged nearly 50, 000 hours of service in 2007, an 
equivalent value of over $900,000 in paid staff time and nearly 24 full-time 
employees.43 

 
 The CSPD recently implemented an Alternative Response Program and 

alternative web-based reporting programs such as Direct Line Reporting and 
Internet Crime Reporting.  The Alternative Response Program’s goal is to 
increase efficiency by reducing calls that do not necessarily require an 
immediate police response or could be handled in another way.  Emergency 
Response Technicians screen the calls for service and incorporate the new 
response protocols before dispatching officers or directing citizens to the 
appropriate police facility or online reporting system.  Differentiated Response 
Programs have been implemented throughout the country as police 
departments assess how they can most effectively and efficiently accomplish 
their missions of providing quality service with limited resources. 
 

 CSPD currently has Mobile Data Computers (MDCs) in every patrol car.  With 
an air card, these computers allow officers to access the intranet and upload 
and download reports from the field, increasing reporting efficiency. 

 
 The CSPD implemented weekly crime maps that they make available to the 

public via their website. 
 
 Through proactive traffic safety initiatives, traffic accidents have decreased by 

19 percent and injury related traffic accidents have decreased by 22 percent 
from July 2007 to July 2008.44  Safety initiatives in the city have included the 
“Drive Smart” Program that conducts over 400 presentations to the 
community, conducts the “High School Traffic Safety Challenge” each year 
that educates 25,000 students about seatbelt and automobile safety, the 
deployment of the eight “Speed Trailers” to nearly 250 locations throughout 
the City each year, and 2,468 hours of traffic enforcement by the 
Neighborhood Traffic Unit at the Top 25 Accident Locations in the City. 

 
                                                 
43 City of Colorado Springs 2009 Budget, p.20-11. 
44 Colorado Springs Police Department, Traffic Safety Fact Sheet, July 2008. 
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 In September of 2008, the CSPD was awarded a school safety resource grant 
from the U.S. Department of Justice’s Office of Community Oriented Policing 
Services (COPS) to provide for increased security measures at area schools.  
The City of Colorado Springs received $23,906 in 2008 and $65,500 in 2007, 
both of which required a cash match from the City. 

 
 The CSPD has recently been working with the alarm industry to change the 

city ordinance to address the issue of false burglar and panic alarms in the 
City.  Police responses to false alarms consume many hours of valuable 
police time and resources.  In an effort to address these concerns, the City 
recently passed an ordinance that has increased the service charges for false 
alarm responses and has required an annual alarm site registration fee.  
Enhanced call verification has been implemented with the ordinance to 
ensure that officers only respond to legitimate calls. 

Challenges 
 Colorado Springs is unique in that it is geographically large covering 194.5 

square miles with a very low population density.  It is the 2nd most populous 
city in the state of Colorado.  These factors alone present challenges to the 
CSPD and help explain why average response time is the highest of the 
comparable cities and exceeds the national standard of eight minutes.  
However, the CSPD’s challenges are not just evident in response time.  Other 
areas are negatively impacted by these challenges as well, including the 
amount of time officers can spend in proactive activities such as crime 
prevention and the types and number of cases that receive investigative 
effort.  The four station locations are the Falcon Division, Gold Hill Division, 
Sand Creek Division, and Stetson Hills Division as shown below. 

 



Police Station Locations 

 
 

 
 

  
  
  
 
 The CSPD has seen a steady increase in the amount of calls for service over 

the last five years. From 2003 to 2007 there has been a 48 percent increase 
and it is estimated that the calls for service for 2009 will increase 69 percent 
from the 2003 level.45  During peak call load hours, there is a high probability 
that officers will be busy with another call.  (The probability of this occurring is 
called the saturation rate46).  The Department identified this saturation rate 
issue of service delivery as a community challenge.  The cumulative effect of 
the demand for police services is that CSPD is challenged to respond to as 
many calls for service in the manner citizens would like.  It cannot respond as 
timely as it would like, and when officers are able to respond, they cannot 
spend as much time with citizens as they need according to CSPD staff.  In 
an effort to maximize direct officer involvement to respond to in progress 
types of calls the CSPD has incorporated new response protocols as 
previously described. 

                                                 
45 City of Colorado Springs 2009 Budget, p.20-22. 
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46 Colorado Springs Police Department, Our Service Delivery: A Community Challenge, April 2008. 
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 While alternative reporting mechanisms such as Direct Line Reporting and 
Internet Crime Reporting have helped reduce patrol’s workload to some 
degree, there are challenges associated with this method of responding to 
citizen’s calls for service.  Crimes reported in this manner do not receive an 
in-person officer response, which is unsatisfactory to most citizens.  Officers 
review their reports and assign a case number, but in many instances, cases 
are not being actively investigated. 
 

 In 2008 the CSPD had approximately 36 retirements leaving a number of 
vacancies within the Department.  A key challenge for the CSPD will be to 
retain valuable experienced officers of the force and recruit qualified 
candidates to fill the vacancies.  The Department would like to spend more 
time on recruiting, as well as recruit nationally; CSPD is currently in a pilot 
program with CareerBuilder. 

 
 Driving under the Influence (DUI) arrests are up 21 percent in Colorado 

Springs and traffic accidents involving alcohol are up 11 percent from July 
2007 to July 2008. 
 

 Despite partnering with the Partnership for a Drug-Free America and 
announcing the statewide availability of a community outreach program 
(Meth360) in 2007 designed to raise awareness and reduce the demand for 
methamphetamine, this drug and related issues continue to be a challenge for 
law enforcement in Colorado Springs and across the state. 

 
 The CSPD was involved in a Federal Class Action lawsuit for $5.25 million 

that was settled in March of 2008.  The lawsuit covered 500-700 officers who 
worked between 2001 and 2007.  The payout of the suit will be in three equal 
installments from 2009-2011.  The suit outlined a number of counsel-
approved policy changes that have already been implemented. 

Initiatives 
 
PD01. Recommend Implementing Civilianization Efforts 
   
FY2009 Impact Not Available Five Year Impact Not Available 
Reoccurring / Non-
Reoccurring 

Reoccurring 
General Fund (GF) / 
Other Source / Both 

General Fund/PSST 

 
The CSPD should maximize its sworn police on-street presence in the community by 
advancing the civilianization of administrative positions and implementing a 
Community Service Officers (CSO) Program within the CSPD.  If the Department is 
able to identify vacant positions, they should explore the possibility of hiring trained 
civilian police technicians and retired police officers to respond to incoming non-
emergency calls that Emergency Response Technicians have identified according to 
the Department’s Alternative Response Program.  This option would provide an 
opportunity for decreasing response times to non-emergency calls, as well as 
provide a crime fighting focus for the police officers that may otherwise be consumed 
taking reports at non-life threatening traffic accidents, found property calls, not-in-
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progress cases, those strictly medical in nature, keeping the peace calls, patrol 
vacation checks, or false alarm responses.  This option also creates a community 
policing environment that the citizens of Colorado Springs expect. 
 
Many cities nationwide have successfully civilianized their police departments and 
recouped substantial cost savings.  The CSPD estimated that the cost of a full-time 
CSO versus a full-time sworn police officer is estimated to save the CSPD $19,500 a 
year on salary and benefits and $10,000 in equipment start-up costs. 
 
PD02. Support Expanded use of High-Impact Technology 
   
FY2009 Impact Not Available Five Year Impact Not Available 
Reoccurring / Non-
Reoccurring 

Reoccurring 
General Fund / Other 
Source / Both 

General Fund/PSST 

 
Another strategy to expand the productivity of sworn officers and make the CSPD 
more effective and sustainable in the future is to increase the use of automated field 
reporting and Mobile Data Computers (MDCs).  Particularly, air cards give officers 
access to the intranet and allow them to upload and download reports from the field.  
These tools allow officers to spend less time managing paperwork and more time on 
preventive patrol and emergency response.  CSPD is also behind in implementing 
other high-impact technologies that would improve its efficiency, including an 
integrated records and case management system, information sharing software that 
is used in other large Colorado agencies, and technology that will improve crime 
analysis and reduce redundant data entry.   
 
Many cities nationwide have made the investment to install these time-saving 
technologies.  In Colorado Springs, there is currently no budget for replacing aging 
technology and sustaining these time-saving technologies once they are 
implemented.  The CSPD has estimated a cost of $2.5 to $4.5 million to implement a 
new records management system.  These costs would be offset a bit by redundant 
data entry and data manipulation in the current information systems or the soft-cost 
savings of employee efficiency.  The CSPD estimates these savings to be equivalent 
to millions of dollars a year. 
 
PD03. Expand Police Regionalization / Merger Efforts 
   
FY2009 Impact Not Available Five Year Impact Not Available 
Reoccurring / Non-
Reoccurring 

Reoccurring 
General Fund / Other 
Source / Both 

General Fund/PSST 

 
The CSPD currently has many partnerships with the El Paso County Sheriff’s Office, 
including the Metro Narcotics Unit, Metro Crime Lab, and Police Firing Range.  
Because of the overlap between jurisdictions of counties and cities in law 
enforcement, El Paso County and the City of Colorado Springs should look for 
opportunities to expand inter-local agreements (i.e. partnerships), or formal 
collaboration contracts in effort to collaborate and reduce duplication. 
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Specifically, the Committee was made aware that there were opportunities to merge 
SWAT teams, as there are currently three in the Region.  The Committee would like 
to see these opportunities explored. 
 
PD04. Expand Partnerships with surrounding Educational Institutions for use of 

CSPD Training Academy and Classrooms 
 
FY2009 Impact Not Available Five Year Impact Not Available 
Reoccurring / Non-
Reoccurring 

Reoccurring 
General Fund / Other 
Source / Both 

General Fund 

 
Opportunities should also be expanded between CSPD and the University of 
Colorado at Colorado Springs (UCCS), Colorado Technical University (CTU), Troy 
University, Pikes Peak Community College (PPCC), and other educational 
institutions.  UCCS as well as other surrounding institutions may have interest in 
entering into a contract to utilize the CSPD Training Academy or one of their three 
instruction rooms.  This would allow the City to realize revenue while streamlining 
the training programs offered at each institution. 
 
CSPD currently has an Articulation Agreement with CTU to evaluate the curriculum 
of the 25 week Academy Training that is offered by CSPD. 
 
PD05. Explore a City / County Call Center Merger 
   
FY2009 Impact Not Available Five Year Impact Not Available 
Reoccurring / Non-
Reoccurring 

Reoccurring 
General Fund / Other 
Source / Both 

General Fund 

 
As noted above, there are also many opportunities for interoperability between the 
City and County along with other public safety agencies throughout the county, 
including the Colorado State Patrol that is dispatched out of Pueblo.  The call center 
is a logical suspect as a possible consolidation option with El Paso County since 
each agency still operates a separate dispatch center.  With ten different dispatch 
centers currently operating in El Paso and Teller counties, the Committee agrees 
there are a multitude of opportunities to identify how to improve the quality of 
services through mergers and / or consolidation of centers and would like to task the 
Sheriff with working on such partnerships. 
 
An example of interoperability that currently exists is the Pikes Peak Regional 
Communications Network (PPRCN).  It is a regional two-county network of 
consolidated police, fire, and public safety that receives grant funding to share radios 
and radio towers to ensure communications across the network. 
 
Among comparable cities, the City of Austin and Travis County have a Combined 
Transportation Emergency and Communications Center (CTECC) in Austin, Texas 
that allows the City and County to share a computer-aided dispatch system.  The 
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CTECC brings several state, county, and municipal government agencies together 
under one roof so they can share command-and-control resources in the area.47 
 
PD06. Recover Full Cost of Police Department Administrative Fees 
   
FY2009 Impact Not Available Five Year Impact Not Available 
Reoccurring / Non-
Reoccurring 

Reoccurring 
General Fund / Other 
Source / Both 

General Fund 

 
Where fees are charged to recover costs for police services, it is common to 
frequently review and update the fees assessed.  The CSPD engages in this 
process annually.  While there may be minimal opportunities in the short-term for 
adjustments, the Committee would like to see the CSPD be judicious about 
reviewing fees every year to account for gradual increases in costs of service.  That 
said, it is critical that the City identify the full cost of service to know when taxes may 
be subsidizing the activity or fee.  As a general rule, governments cannot charge a 
user fee in excess of the full cost of service, but many cities do not quantify the fully 
loaded cost for labor, benefits, supplies, materials, administrative overhead and 
central services when determining the cost of service.  The Committee suggests that 
the City revisit the umbrella fee policy developed in prior years and evaluate any 
revisions that may need to be made. 
 
The CSPD currently collects fees for background checks, records releases, and fees 
for Sex Offender Registration within the Records and Identification section of the 
Administrative Services Bureau; towing and storage fees from the impound lot; and 
fees for record releases and blood analysis from the Metro Crime Lab.  The 
Department also collects false alarm fees. 
 
PD07. Consider Use of Civilianized Force for Special Events 
   
FY2009 Impact Not Available Five Year Impact Not Available 
Reoccurring / Non-
Reoccurring 

Reoccurring 
General Fund / Other 
Source / Both 

General Fund 

 
As part of its high quality of life, Colorado Springs hosts a variety of sports, cultural, 
and entertainment events.  While these special events generate economic, cultural, 
and social benefits for the City, they also generate an increased demand for 
services. 
 
According to CSPD staff, the Department supported 78 special events for 2008.  Of 
those events, 13 were City sponsored, one was commercial and the remaining 
events were non-profit.  Commercial events are currently the only events that allow 
for 100 percent charge-back; non-profits or event organizers that have an affiliation 
with a non-profit business are only required to pay 50 percent of the cost for police 
services related to that event.  Utilizing a civilianized force for these events would 
reduce the Department’s net overtime expenditures and ensure that the CSPD is not 

                                                 
47 Trevor Boyer, “CTECC Operations Center in Austin, TX”, November 1, 2006, 
http://svconline.com/displaymounts/features/avinstall_installation_spotlight_ctecc/, February 2009. 
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exceeding their designated funding for special events.  Further complicating this 
issue is the inability to limit the number of events that can take place in a given year, 
even with a limited budget for special events.  When the cost to provide these 
policing services exceeds the special events budget, the CSPD must cover the 
deficit with funding that would otherwise be used to fund sworn salaries. 
 
PD08. Expand Use of Weekly Crime Statistic Maps 

 
FY2009 Impact Not Available Five Year Impact Not Available 
Reoccurring / Non-
Reoccurring 

Reoccurring 
General Fund / Other 
Source / Both 

General Fund/PSST 

 
The CSPD should expand the use of the valuable crime statistic maps in an effort to 
reduce crime.  Many cities have instituted a CompStat (Computer Statistics or 
Comparative Statistics) program that allow them to load the weekly crime statistic 
maps, run computer analysis, and generate reports that allow them to identify 
emerging and established crime patterns.  Once the patterns are identified, crime 
analysts and sworn officers meet to develop strategies and tactics that can be 
deployed to reduce crime and solve the problems that have been identified in certain 
areas. 
 
According to CSPD staff, there would be initial costs to implement this initiative, 
including technology improvements that would need to be made to allow for internal 
analysis and public information sharing related to expansion of this initiative.  The 
CSPD is currently working on cost effective overall improvements to its crime 
analysis function.  The possibility of using PSST funds should be explored. 
 
In Denver the effort is called Command Operations Review and Evaluation (CORE) 
and it has been estimated that crime declined 11.2 percent in the first eleven months 
of 2007 after its inception.  A survey of other larger law enforcement agencies found 
similar strategies being used by police in Aurora, and the Jefferson County Sheriff’s 
Office.48 
 
PD09. Create a Police Foundation 
   
FY2009 Impact Not Available Five Year Impact Not Available 
Reoccurring / Non-
Reoccurring 

Reoccurring 
General Fund / Other 
Source / Both 

General Fund/PSST 

 
CSPD should develop and establish a nonprofit Police Foundation for the donation 
of tax exempt private and corporate contributions to the CSFD.  Nationally, many 
cities team with nonprofit foundations to help fund youth and community programs, 
training and professional development, and specialized equipment.  Recent 
disasters and budgetary constraints have reinforced the need for cities to secure 
funding in these areas so they can continue to provide the best-in-class service to 
their citizens, businesses and visitors. 
 

                                                 
48 http://www.rockeymountainnews.com/news/2008/jan/14/keeping-crime-on-the-frontburner/ 
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A premier example of a police foundation is the New York City Police Foundation.  
Cities across the country have established police foundations following the model 
set in New York City.49  Among comparable cities, Omaha, Portland and Kansas 
City have active police foundations.  The Omaha Police Foundation channels 
support to technology and skills training to keep the department current with national 
trends and standards.  It also allows the department to allocate funds to unforeseen 
training and technology needs and provides an avenue to alleviate increasing 
budget constra 50ints.  
 
PD10. Consider Automated Traffic Enforcement 
   
FY2009 Impact $229,254 Five Year Impact $1,843,250 
Reoccurring / Non-
Reoccurring 

Reoccurring 
General Fund / Other 
Source / Both 

General Fund 

 
To further improve traffic safety in Colorado Springs, red light camera technology 
and automated traffic enforcement should be considered.  As of October 2008, red 
light cameras are used in over 300 communities and speed cameras are used in 
more than 30 jurisdictions.  Cities in Colorado already operating red light cameras 
include:  Aurora, Boulder, Denver, Fort Collins, Greenwood Village, Lone Tree, 
Northglenn, and Pueblo.51 
 
Instead of assigning officers to patrol the 25 most dangerous intersections as 
determined by the traffic analyst, CSPD should consider installing red light cameras 
at these consistently dangerous intersections.  This technology allows communities 
to strengthen traffic law enforcement without hiring additional traffic division staff, 
providing for a cost effective way to make the community safer.  Officers can then 
shift their attention to providing more critical services. 
 
According to the Insurance Institute for Highway Safety, institute evaluations in 
Fairfax, Virginia and Oxnard, California demonstrated that camera enforcement 
reduced red light running by about 40 percent.  An evaluation in Philadelphia, 
Pennsylvania, found that after red light violations were reduced by 36 percent 
following increased yellow signal timing, the addition of red light cameras further 
reduced red light violations by 96 percent.52  A separate study by Old Dominion 
University found that the red light violation rates at four Virginia Beach intersections 
tripled after the cameras were removed.53 
 
As previously mentioned in the Contracting section, red light camera technology is a 
candidate for contracting possibilities within the CSPD.  An analysis of 13 
comparable cities and other cities found that some of the cities utilized a third party 
billing agency and some cities assumed the billing responsibilities in-house.  Since 

                                                 
49 New York City Police Foundation, http://www.nycpolicefoundation.org/, February 2009. 
50 Omaha Police Foundation, http://www.opd.ci.omaha.ne.us/Programs/OPF, February 2009. 
51 Insurance Institute for Highway Safety (IIHS), Highway Loss Data Institute 
52 Retting, R.A.; Ferguson, S.A.; and Farmer, C.M. 2008.  Reducing red light running through longer yellow signal 
timing and red light camera enforcement; results of a field investigation.  Accident Analysis and Prevention 
40:327-33. 
53 Larry Copeland.  “Research: Red-light cameras work.” USA Today.  February 15, 2007. 



Colorado Springs currently does limited billing in-house, the third party billing agency 
would not impact the need for additional in-house staff. 
 
For the analysis below, assumptions were used based on our comparable research 
of cities that had already installed red light cameras.  The number of intersections 
with cameras varied from 70 in Houston to one in Fort Collins.  This analysis 
assumes an initial installation of four cameras in Colorado Springs.  Fines in the 
comparable cities averaged $79; with a fine of $75 in the Colorado cities of Denver, 
Boulder, and Fort Collins and $100 in Kansas City.  Some cities outside of Colorado 
also charge a late fee if these fines are not paid within the specified timeframe.  For 
our purposes we will exclude any potential late fees in our calculations, but it should 
be noted that in most cases, late fees will increase the net collection rate.  This 
analysis assumes a fine of $75, and a 67 percent collection rate as calculated for the 
13 comparable cities operating red light cameras with a standard collection fee of 
ten percent by the third party billing agency.  The average estimated number of 
citations per intersection among the comparable cities was 6,835. 
 
In addition to the ten percent collected by the third party billing agency, there are 
start-up costs associated with installation for the City, as well as annual operating 
costs.  These installation costs are hard to quantify.  Research found cities with 
contract agreements for camera installation ranging from $24,500 per camera to 
$250,000 per camera.  In order to maximize the revenue obtained from the cameras 
the City should negotiate a very competitive agreement with the contractor and / or 
the third party billing agency for installation and maintenance costs.  Also found were 
creative contracts with comparable cities that built the costs of installation and 
maintenance into the contract with the billing agency and some that competitively bid 
the red light camera installation to a contractor and absorbed the costs within the 
first year to maximize their revenue in future years.  For this analysis, the 
assumption will be based on the installation of four cameras by a contractor for 
$50,000 each and an annual operating cost of $100,000 per camera. 
 

Revenue Projection for Red Light Camera Installation 
 

Number of 
Intersections 4

Citations per 
Intersection 6,835

Fine $75.00
Collection Rate 67%
Gross Revenue $1,382,089.93

Implementation Cost 
(per intersection)

$50,000.00

Annual Operating 
Cost (per intersection)

$238,208.99

Net Revenue (Year 1) $229,253.96
Net Revenue (Year 2 
and after)

$429,253.96
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Finally, for the long-term impact, revenue was decreased by 6 percent for those 
years succeeding the initial installation year to account for motorist awareness.  
Comparable cities have made similar adjustments when calculating revenue 
projections, specifically 6.1 percent in Austin.54 
 

 FY2009 FY2010 FY2011 FY2012 FY2013 Total 

Discounted 
% of Fiscal 
Impact 

0% 0% 0% 0% 0% 0% 

Fiscal 
Impact55 

$229,254 $403,499 $403,499 $403,499 $403,499 $1,843,250 

 

 
 

COLORADO SPRINGS STREETS DIVISION 

Overview 
 
Mission and Responsibilities 
The mission of the Streets Division is to ensure public safety for the citizens of 
Colorado Springs by providing quality maintenance and rehabilitation of public 
streets and drainage infrastructure.  The Streets Division is responsible for the 
preventive and reconstructive maintenance of approximately: 
 

 7,400 lane miles of paved roads  15-20 miles of French drain 
system 

 329 miles of open drainage 
channels 

 125 miles of alleyways/gravel 
streets 

 437 miles of closed drainage 
systems 

 43 runoff detention facilities 
 3,000 miles of curb and gutters and 

sidewalks 

 19,000 stormwater features 
including inverted 
siphons/bubbler drains, and 
catch-basins. 

 
Services 
The Colorado Springs Streets Division provides the following services: 
 
 Concrete Repairs:  The Streets Division manages concrete repairs to cross-

pans, curbs and gutters, sidewalks, and pedestrian ramps. Concrete crews 
also respond to the needs of other City entities for projects such as bus pads, 
bus waiting stations, parking lot drainage, and bike lanes. 
   

 Street Sweeping:  The City maintains a sweeping schedule that includes 
sweeping the downtown area three times a week, sweeping major arterials 
once a month, and residential streets twice per year. The Streets Division 

                                                 
542008-2009 City of Austin Approved Budget, http://www.ci.austin.tx.us/budget/08-
09/downloads/Executive_FINAL_reduced.pdf, February 2009. 
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sweeps approximately 52,000 lane miles annually.  A portion of these lane 
miles are mandated by Clean Water Act permits.    

  
 Drainage Maintenance:  Stormwater drainage maintenance crews perform 

three types of maintenance including rehabilitation, restoration, and routine. 
The routine, daily tasks include cleaning inlets, catch basins, and pipes and 
removing trash and debris from inlets, culverts, and channels.  Rehabilitation 
and restoration projects range from concrete or slope repairs to major 
construction/reconstruction of full size drop structures. 

 
 Pavement Rehabilitation and Resurfacing:  The Streets Division sets priorities 

for street repaving based on such factors as traffic volume, drainage 
problems, oxidation (weather wear), deterioration, and failure of the pavement 
base. The City street system is continually surveyed to develop a list of 
candidate streets. The list is coordinated with various City and private 
agencies to avoid or coordinate conflicting construction plans.  

 
 Snow and Ice Control:  The Streets Division is prepared for minor and major 

snowstorms from September through May. The Streets Division is 
responsible for servicing over 7,400 lane miles of roadway, extending over a 
194 square-mile area. Sanding and snow removal for the City is broken into 
response grids and initial priority response routes are determined from main 
arterial roadways and school routes to residential areas.  The goal is to 
stabilize primary and secondary roadways before rush hour and school start 
times. 

 
 Recycling:   The Division has an active recycling program that recycles 

various reusable materials. These items are used to save the City money by 
filtering and re-using them or using them for barter for other materials needed 
for road repair.  Recycled materials are made available to the public at no 
charge.  Recycled materials include: 

 
 Winter materials 
 Leaves 

 Gravel, asphalt, concrete, and 
other road debris 

 Broom dump for fill dirt  Scrap metals 
 Millings   

  
 Alleys, gravel roadway:   Separate from the maintenance of paved roads are 

the 125 miles of alleyways/gravel roads that require dust abatement, digouts, 
filling, graveling, and ditch and drainage response.  

 
 Routine maintenance:  There is a citizen-response program for requests for 

pothole patching and digouts, repairs to concrete curb and gutter and 
sidewalks, clean-up of debris and other hazardous materials in public rights-
of-way, dead-animal pickup, clearing of roadway obstructions, etc.  
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 Colorado Springs Utilities (Utilities) patch back:  The Street Division partners 
with Utilities to provide asphalt patch back for utility cuts.  This partnership 
allows the Division to generate additional revenue and maintain staffing that is 
required for the snow and ice control program and other emergency response 
needs.  

 
Employee Count:   
 

Division 
FY2006 
Actual 

FY2007 
Actual 

FY2008 
Authorized 

FY2009 
Proposed 

FY2009 
Adjusted 

Streets Division 125.50 125.50 131.00 126.00 N/A 
 
Based on a reduction of five positions, the Streets Division lowered its overall 
staffing by 4.0 percent, from 131 to 126. 

Budget 
 

Category 
FY2006 
Actual 

FY2007 
Actual 

FY2008 
Authorized 

FY2009 
Proposed 

FY2009 
Adjusted 

Salaries Civilian 5,848,228 5,141,104 5,438,434 6,462,471 6,392,459 
Salaries Uniform - - - - - 
Benefits 1,673,515 1,479,329 1,945,408 2,184,145 2,101,091 
Operating - (361,687) - - (292,319) 
Materials & Supplies 377,292 547,424 225,275 435,175 435,175 
Maintenance 13,684 39,170 36,983 57,424 57,424 
Services 181,827 264,271 465,706 543,429 551,429 
Schooling, Travel, 
Dues & Subscriptions 

28,077 37,454 20,526 20,526 20,526 

Utilities, Rent, 
Insurance, Phone 

227,465 187,977 162,305 161,571 153,571 

Minor Equipment 365,947 343,965 462,571 225,550 225,550 
Internal Services 13,719 2,670 2,854 2,854 2,854 
Capital 1,174,785 332,042 329,642 12,950 12,950 
Matching Object/Rev - - - - - 
Non-Operating Object 90,851 104,715 90,000 90,000 90,000 
Project/Grant Object - - - - - 
Total $9,995,390 $8,118,435 $9,179,704 $10,196,095 $9,750,710
 
In FY2009, the following significant changes were made to the Streets Division’s 
budget: 
 
 Eliminated funding of $584,000 for five positions and operating expenditures. 

These positions are reflected in the position summary on a net basis with the 
transfers from the Stormwater Enterprise (SWENT). 

 Funding of $1,854,966 for 26 positions, overtime, and seasonal salaries and 
benefits is transferred from the SWENT to the General Fund. All services 
completed by the Streets Division for the Enterprise will be invoiced. 

 Eliminated funding of approximately $4.5 million from the Capital 
Improvement Program (CIP) for the street overlay program plus $500,000 in 
concrete, ADA pedestrian ramp, and other miscellaneous programs, for a 
total of approximately $5 million.  
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 The Streets Division will pursue other methods of funding for resurfacing 
efforts. 
 

Additional proposed changes to the 2009 budget include: 
 
 In-source $400,000 of paving and drainage work 
 Reduce grading of streets, alleys and shoulders 20 to 25 percent based on 

accumulated staffing reductions 
 Reduce the operations budget for aggregate materials to provide for less anti-

skid, dust abatement chemicals, etc. 
 Eliminate funding for rental equipment/leases 
 Eliminate 3 FTEs  
 Reduce the concrete operating budget by 19 percent 
 Discontinue responding to residential areas in need of plowing and sanding 

until 6” of snow accumulation  
 Eliminate the paving machine 
 Take over a portion of the Utilities patch back program. This in-sourcing will 

provide the opportunity to retain key staff that are critical to winter operations 
and summer storm clean up 

Contracting 
In the early 2000s, the City performed an analysis of costs of service in terms of the 
City’s competitiveness in roadway paving with the private sector.  According to City 
staff, the report found that the City provided better services more efficiently than the 
private sector.  In part, this is as a result of tax-exempt status assisting with both 
capital expenses and equipment/supplies. The Streets Division is to update this 
report in 2010.  While PFM has not seen the original report, any new report should 
include the impact of outsourcing services on related activities.  For example, 
contracting resurfacing would significantly impact snow and ice removal.  This report 
should also include the present value of employee costs, including: 
 
 Health care benefits 
 Pension contributions 
 Other post-employment benefits 
 Other administrative costs 

 
Potential areas for contracted service include: 
 
 Routine Maintenance:  The Streets Division performs routine maintenance 

of the City’s infrastructure.  This includes pothole patching and digouts, 
repairs to concrete curb and gutter and sidewalks, clean-up of debris, and 
other day-to-day activities.  Given the significant personnel costs the City 
incurs for these issues, an RFP should be issued to explore the cost of 
contracted services. 
 

 Routine Specialized Work:  Work that requires the rental of equipment and 
staff training may be completed more efficiently by having on-call contracts 
services provided by contractors. 



 Drainage Maintenance:  As a routine activity and given the significant 
personnel costs incurred by the City, a RFP should be issued to explore the 
cost of contracted services. 
 

 Facilities Maintenance:  The City currently contracts with CSU for major 
facilities maintenance work, but City staff are responsible for minor 
maintenance.  Citywide, the City should explore the cost of contracting out 
minor facilities maintenance. 
 

 Pilot Program for one Streets Division Zone:  As the Division splits the city 
into 16 different zones, the City could develop a Request for Proposal for a 
contractor to implement a pilot program for all or a portion of the year-round 
responsibilities performed by the Streets Division.  At the termination of the 
pilot, the performance of the contractor would be compared to that of another, 
similar district in terms of cost, effectiveness, and customer satisfaction.  This 
program would move the City more toward using the Pikes Peak Rural 
Transportation Authority (PPRTA) as an example, as all PPRTA activities for 
streets are contracted out to private contractors.  

Performance Benchmarks and Comparable Analysis 
 

Overall, Colorado Springs maintains a significant amount of roadway.  The graph 
below shows the miles of roadway per 1,000 people for Colorado Springs, as well as 
ten comparable cities used throughout this benchmarking analysis. 

 
Miles of Roadway per 1,000 People 
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It should be noted that budgeted activities will vary in different cities.  For example, 
the current figure below for Colorado Springs does not include funding from the 
Capital Improvement Program (CIP) for annual expenditures (i.e.: resurfacing). 
However, when comparing Colorado Springs to other cities in the region and 
nationally, the efforts of City staff and officials to limit expenditures is apparent.   
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As seen in the graph below, the City spends less than eight out of the ten other cities 
reviewed for cost per mile maintained, or 44.1 percent less than the average. CIP 
funding has been reduced to zero for 2009. 

 
Cost per Mile Maintained 
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In terms of the cost of snow and ice removal, the difficulties in comparing cities 
become starkly apparent.  In order to compare Colorado Springs to other cities, all 
winter operations costs should be allocated to the appropriate budget item. 
 
Progress 
 
The Streets Division has recently made tremendous progress in a number of service 
areas due to new funding streams from the PPRTA and SWENT. 
 
 Sidewalk Repairs:  Sidewalk repairs had been the responsibility of adjacent 

property owners. After the City began receiving PPRTA funds for these 
repairs in 2005, the Streets Division became responsible for repairing the 
City’s poorly maintained sidewalk system. Since 2004, the City has spent $19 
million repairing 24 miles of sidewalks, 36 miles of curbs and gutters, and 
1,390 pedestrian ramps as of mid-2008. In 2007 alone, City and PPRTA 
maintenance crews were able to make badly needed concrete repairs to 
2,744 addresses. 
 

 Drainage Maintenance:  In the past, the City had almost no funding for 
drainage maintenance.  Unless the City received a complaint, trash and 
debris accumulated in the City’s drainage ways. With new funding from 
SWENT, the Street Division’s previous drainage maintenance efforts have 
more than doubled. In-house crews now perform routine maintenance and 
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make small repairs on a regular basis. Stormwater crews completed 10 
planned maintenance projects in 2007, plus more than 30 emergency repair 
projects. In 2008, drainage maintenance crews were scheduled to complete 
an additional 29 planned maintenance projects that would further improve the 
stormwater drainage system. 

 
 Repair and Maintenance of Streets:  The Streets Division has begun to 

implement best practices that will improve its ability to repair and maintain 
public streets and drainage infrastructure within budget. New initiatives 
include use of open-graded friction course paving to allow for better drainage 
of roadway surfaces, waste recycling, and greater use of recycled equipment 
and materials in projects. The Division now uses recycled tire rubber asphalt 
to lengthen pavement life and reduce associated payment noise levels. The 
Division also intends to continue efforts to improve asphalt-paving quality and 
enhance production while staying abreast of new asphalt technologies such 
as terminal blend tire rubber asphalt. The Division plans to more effectively 
utilize in-house staff and PPRTA contractors with the goal of developing and 
communicating a three to five- year resurfacing schedule. 
 

 Charging Pavement Degradation Fees:  In an effort to execute greater 
budget control and recover costs, the City charges pavement degradation 
fees to other companies, agencies, and individuals for work that impacts 
streets maintenance. 

 
 Initiated Effort to Assess Impact of Snow Removal:  The Division has 

begun to accurately project snow and ice removal expenses by creating a 
relevant budget program.  Although the budget program does not include 
personnel-related expenditures, for the first time it provides a measure of the 
resources devoted solely to snow and ice removal in Colorado Springs 
 

 Leveraging Specialized Funding Streams:  The Division has also created 
specialized funding streams for annual expenditures, including those from the 
Pikes Peak Rural Transportation Authority (PPRTA), the Partnership with 
SWENT, and Partnership with CSU for asphalt patch back services. 

 
 Improved Customer Service:  In recent years, the Streets Division has 

made a substantial effort to improve customer service and engagement. 
Through the use of technology (the internet and the Clarify tracking system), 
citizens are now able to alert the Streets Division to areas of concern 
throughout the City. In collaboration with Public Communications, Channel 
18, SpringsGov.com and the use of weekly update emails, the Streets 
Division has tried to keep the public apprised of in-house and PPRTA 
roadway improvement. As part of this effort, Channel 18 and SpringsGov.com 
now broadcast educational videos relating to street rehabilitation and 
drainage maintenance that inform and educate the community on work duties 
and responsibilities performed by both in-house and PPRTA personnel. 
Furthermore, the Division runs an annual streets maintenance awareness 
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campaign, Pothole Promotion Week that continues to actively involve citizens 
and businesses throughout the community. 

Challenges 
The Streets Division faces a number of tough challenges in the years ahead.  
 
 Increases in Number of Street Miles and Associated Costs:  The number 

of street miles maintained by the Streets Division increases annually and 
continues to  add to the City’s backlog of resurfacing needs. Currently, there 
is a $200 million backlog of necessary roadway resurfacing repairs and a 
$150 million backlog for concrete curb and gutter, sidewalks, and ADA 
compliant pedestrian ramp repairs. In addition, the City has miles of storm 
sewer pipe running underground– much of it past its life span – which has the 
potential to collapse and create dangerous sinkholes. 

 
Additionally, based on historical pricing and industry documentation, the cost 
of asphalt materials is expected to continue to rise and therefore the number 
of lane miles resurfaced annually will continue to decrease absent an 
increase in the Streets budget. Adding to this problem is the complete 
elimination of 2009 Capital Improvement Program funds for improving aging 
infrastructure.  
 

 Impact of Deferred Maintenance:  Deferred maintenance of critical 
infrastructure could lead to significant long-term repair issues, as small 
problems, unabated, turn into costly major repairs. Furthermore, the City’s 
current fiscal crisis threatens funding for these activities and other critical 
Streets services. In the years ahead, it will be a challenge for the Division to 
ensure that any cutbacks on services sustain revenue generating activities, 
such as the patch back program. 
 

 Integration of Snow Removal Staff throughout Division:  Continued 
integration of employees from various City departments and agencies into 
snow and ice removal has led to complications for changing staffing levels. 
The seasonal nature of snow and ice removal requires employees from other 
service areas to be allocated to snow and ice removal. During this period, 
reapportioning staff across critical service areas can be challenging given 
recent reductions in personnel and the growth of the city.  The Division will 
continue to explore alternative service delivery options that reduce the 
seasonal burden on current staff. 

Initiatives 
ST01. Explore Pavement Degradation Fees with Stakeholders 
   
FY2009 Impact Not Available Five Year Impact Not Available 
Reoccurring/Non-
Reoccurring 

Reoccurring 
General Fund/Other 
Source/Both 

Other Source 

In order to generate sufficient revenues to cover the expense of maintaining streets, 
the City should consider charging or increasing pavement degradation fees and 
involve a stakeholder group to begin the discussion. 



ST02. Encourage Trade of Recycled Materials with Relevant Organizations 
   
FY2009 Impact Not Available Five Year Impact Not Available 
Reoccurring/Non-
Reoccurring 

Reoccurring 
General Fund/Other 
Source/Both 

General Fund 

 
The City should investigate the possibility of creating a program that encourages and 
facilitates obtaining and distributing recycled materials, such as composed materials 
and streets materials.  The goal is to cut costs for acquisition and disposal of 
materials. 
 
ST03. Address the Backlog in Capital Improvements 

 
FY2009 Impact Not Available Five Year Impact Not Available 
Reoccurring/Non-
Reoccurring 

Reoccurring 
General Fund/Other 
Source/Both 

General Fund 

 
With multiple types of backlogs in capital projects, there are significant risks to the 
quality of the City’s infrastructures.  According to information provided to the 
Sustainable Funding Committee from the City’s Engineering and Streets 
departments, in totality, the Engineering and Streets infrastructure funding gap 
exceeds $900 million.  Action should be taken to address the current $262 million 
estimated backlog of necessary roadway repairs and $150 million backlog for 
concrete curb and gutter, sidewalks, and ADA compliant pedestrian ramp repairs.  
Significant attention should be paid to the City’s underground storm sewer pipes – 
many past their life span – which have the potential to collapse and create 
dangerous sinkholes. 
 
ST04. Adjusting Fees to Encourage Recycling and Composting Materials 

 
FY2009 Impact Not Available Five Year Impact Not Available 
Reoccurring/Non-
Reoccurring 

Reoccurring 
General Fund/Other 
Source/Both 

General Fund 

 

 
 

COLORADO SPRINGS TRANSIT SERVICES 

Overview 
 
Mission and Responsibilities 
Transit Services is a division within the business center of Transportation and Parks.  
The mission of Colorado Springs Transit Services is to “meet the public 
transportation needs of the Colorado Springs region by providing the highest quality 
public transportation services possible.  These services are provided in a safe, 
reliable, cost-effective, and customer-oriented manner in an effort to meet the 
personal mobility needs of transit riders in the community.”56 
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Service Areas 
The Colorado Springs Transit Services is comprised of the following service areas: 
 
 Mountain Metropolitan Transit (MMT): The City of Colorado Springs, as the 

primary provider of public transportation services in the Pikes Peak Region, is 
a designated recipient of Federal Transit Administration (FTA) program funds.  
The Transit Services Division (TSD), which operates MMT, directs, manages, 
supervises, and coordinates activities and operations of all transit and 
paratransit systems and rideshare programs, including the development and 
implementation of all short- and long-range plans.  These plans enable the 
City to receive federal funds for public transportation services. 
 

 Metro Mobility:  Metro Mobility is an Americans with Disabilities Act (ADA) 
federally mandated complimentary paratransit service, which began in 1993 
and provides demand-response service for individuals with mobility needs 
that prevent them from using the fixed-route bus system.  Metro Mobility 
service is provided along a 1.5-mile corridor (3/4 mile on each side) of every 
fixed-route during the same time the fixed-route system is operating.  Metro 
Mobility riders are required to be certified as ADA paratransit-eligible in order 
to receive curb-to-curb paratransit service.  TSD also provides the required 
eligibility certification services to determine eligible individuals.  Eligible 
individuals can also use the fixed-route bus service at no charge, which 
allows the City to minimize the cost of paratransit services. 

 
 Downtown Area Shuttle (DASH):  In 2003, the Pikes Peak Area Council of 

Governments (PPACG) awarded Congestion Mitigation and Air Quality 
(CMAQ) funds to the Greater Downtown Business Improvement District, 
Downtown Partnership, City of Colorado Springs, and Colorado College to 
implement a free downtown shuttle service as a three-year demonstration 
project.  The Downtown Area Shuttle (DASH) began operating on July 6, 
2004.  When these CMAQ funds expired on March 15, 2008, the City 
continued to operate the successful service with funds from the City’s Parking 
Enterprise.  However, on April 30, 2009, DASH service was discontinued due 
to lack of funding. 
 

 Metro Rides:  Metro Rides is a program within the TSD that began operation 
in 1979.  The program’s mission is to promote and offer alternative 
transportation options to residents of the Pikes Peak region.  The program 
goal is to reduce congestion and pollution by encouraging more people to use 
carpools, vanpools, or other means of commuting instead of operating single-
passenger vehicles.  Metro Rides provides multimodal transportation options 
that include carpool matching, commuter vanpools, bicycle commuting, 
school pool (including bike and walk pools for children), telecommuting, and 
transit use through employers, media advertising, community activities, and 
promotional events.  Approximately 2,500 calls are received annually and 
Metro Rides maintains a database of approximately 1,500 clients.  The 
CMAQ program funds Metro Rides, which is administered by the PPACG.  
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CMAQ funding is received through federal legislation that funds federal 
highway and transit projects and programs. 

 
 Front Range Express (FREX):  Operated by MMT, FREX is the first and only 

intercity commuter bus service connecting the Pikes Peak Region with the 
Denver metropolitan area.  Introduced in 2004 as a CMAQ demonstration 
project, FREX has quickly become the most successful transportation project 
to date in the Pikes Peak Region, now providing 850 rides per day to 
commuters along the Colorado Springs – Denver corridor.  FREX continues 
to improve mobility options and air quality and reduce congestion along the I-
25 corridor.  FREX is an important indicator of demand for future front-range 
passenger rail service, and as a result has been recognized and supported by 
the State of Colorado. 

 
Employee Count:   
As an administrative agency, Transit Services’ headcount reflects management and 
administrative personnel rather than the contracted staff that actually deliver transit 
services. 
 

Division FY2006 
Actual 

FY2007 
Actual 

FY2008 
Authorized 

FY2009 
Proposed 

General Fund 2 23 12 9 
Grant Funded 12 13 15 14 
Contract positions – 
PPRTA 

2 1 3 2 

Add Staff N/A - - 1 
Total 16 37 30 26 

 
Transit has had many structural changes since 2006, therefore it is difficult to make 
a multi-year headcount comparison.  Between FY2007 and FY2009 Transit has lost 
eleven positions and the number of transit staff in FY2009 decreased to 26.  This 
decrease is partly a result of three positions (two grant funded and one General 
Funded) becoming part of the new centralized City IT department.  These three 
positions are operationally still assigned to Transit. 

Budget 
The following table reflects General Fund Transit expenses only.  General Fund 
expenses for Transit Services represent only approximately 40 percent of Transit’s 
annual operating and capital budget.  The table excludes operating expenses funded 
by FTA. 
  
Category FY2006 

Actual 
FY2007 
Actual 

FY2008 
Authorized 

FY2009 
Proposed 

FY2009 
Adjusted 

Salaries Civilian 463,250 846,958 654,729 532,368 548,975 
Salaries Uniform - - - - - 
Benefits 105,676 192,380 159,001 168,295 151,688 
Operating - - - - (819,857) 
Materials & Supplies 1,378,315 936,891 1,182,703 1,092,584 1,092,584 
Maintenance 370 150,846 112,730 154,304 154,304 
Services 416,954 1,616,386 1,921,932 1,325,060 1,693,060 
Schooling, Travel, 13,157 53,496 83,692 51,649 51,649 
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Dues & Subscriptions 
Utilities, Rent, 
Insurance, Phone 59,314 182,785 207,696 149,231 149,231 

Minor Equipment - - - - - 
Internal Services 470 31,677 35,000 49,259 49,259 
Capital - - - - - 
Matching Object/Rev - - - - - 
Non-Operating Object 11,350,731 9,439,186 7,447,652 6,662,579 6,662,579 
Project/Grant Object - - - - - 
Total $13,788,237 $13,450,604 $11,805,135 $10,185,329 $9,733,472 
 
Transit Services expenditures have decreased each year for the past four years.  
The decrease between FY2006 actual and the FY2009 budget represents a 29.4 
percent decline.  For Transit, the primary cause for this decrease is due to the 
combined effect of: 
 

 Reduced revenue 
 Increased contract costs for wages, benefits, and insurance 
 Increased fuel costs 
 Increased demand for and cost of paratransit services, and 
 Reduced fixed route revenue service hours. 

 
The cumulative effect of these events is reflected in the costs summarized in the 
non-operating object code category.  The non-operating category includes only the 
General Fund portion of Transit’s fixed route and ADA paratransit service contract 
costs.  The 2009 budget, $5.88 million, cannot be compared directly to the 2006 
budget, $9.45 million, due to variation in the means of allocating expenses in those 
years57. 
 
Transit’s other expenditure categories have remained fairly constant throughout the 
past four years, with a small decline in materials and supplies in 2007 due to a 
decrease in fuel expenses, before ratcheting back up in the 2008 and 2009 budgets. 
 
In FY2009, the following significant changes were made to the Transit Services 
budget: 
 
 Eliminated 4.50 positions to reduce ongoing expenditures. 
 Eliminated 23,330 fixed route hours during the 2009 budget preparation 

process, including holiday service, with impact to lower ridership routes, and 
services on weekends and weeknights were reduced. 

 Eliminated an additional 20,235 fixed route service hours in February 2009 
due to projected reductions in revenue to net savings of $561,527 to the 
General Fund. 

 The 2009 reduction in grant funding is due to the lack of the local match 
available for funds.  The local match is being used for operating costs to 
minimize reductions in bus service.  The local match is the amount that the 
City has to pay as a portion of the FTA grants.  Because of the budget cuts, 

                                                 
57 For a detailed explanation of the variation between FY2006 and FY2009 allocated expenses, please see 
Appendix A, page 29. 



the decision was made to defer a portion of grants this year because the City 
did not have the budget to pay for the match.  Transit has nearly $7 million in 
FTA 5307 “urbanizing area formula” grant funds every year for which a local 
match is required.  The FY2008 match was $646,164. 

 Eliminated DASH downtown shuttle service.  The originally budgeted Parking 
System funds were redirected to preserve a portion of local fixed route bus 
service, and parking revenue was increased by an extension of hours during 
which parking meters were in operation to fund the reduced level of DASH 
service.  This redirection of funds was halted when DASH ceased operation. 

 
Transit has multiple revenue sources aside from the City’s General Fund as shown 
in the following pie chart. 

 
2008 Transit Revenue Sources 

Fares
9%

Contributions/ 
Contract Svc.

1%
RTA
28%

Local Funding
33% Federal Funding

29%

 
Transit’s expenses and costs are also allocated to multiple sources.  The expenses 
in the following table are split between the PPRTA and the City based on the 
percentage of fixed route service hours operated by each funding source.  In 
addition, the cost of paratransit services is also allocated to the PPRTA and the City 
using the same model. Therefore, expenditures are allocated based on percentage 
of fixed route service hours. 
 

2009 PPRTA and City Transit Expenses58 
 

Expense 2009 Proposed 
PPRTA 

2009 Proposed 
City 

Office Supplies $10,145  $10,455  
Medical Supplies $338  $349  
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58 2009 budget figures are as of September 11, 2008, as reported by Transit Services. 



  Page | 145 

Expense 2009 Proposed 
PPRTA 

2009 Proposed 
City 

Postage $1,970  $2,030  
Licenses and Tags $98  $102  
Janitorial Supplies $1,182  $1,218  
Stormwater Permit $98  $102  
Maintenance Landscaping $8,623  $8,887  
Office Maintenance $1,650  $1,700  
Software Maintenance $55,103  $56,787  
Maintenance Non Fleet $1,605  $1,655  
Maintenance Benchmarking $5,910  $6,090  
Maintenance Buildings $41,699  $42,973  
Facility Maintenance $28,165  $29,025  
Advertising Services $45,800  $47,200  
Building Security $39,398  $40,602  
Garbage Services $1,832  $1,888  
Janitorial Services $12,804  $13,196  
Credit Card Fees $2,585  $2,665  
Legal Services $98,495  $101,505  
Audit $6,895  $7,105  
Dues and Memberships $47,677  $49,134  
In Town Expenses $886  $914  
Subscriptions $323  $332  
Travel $1,231  $1,269  
Community $15,000  ($5,087) 
Towing Service $0  $2,538  
WiFi Services $14,922  $15,378  
Rent and Property $19,487  $20,083  
Long Distance Phone $1,477  $1,523  
Cell Phones $6,156  $6,344  
Utilities Electric $14,922  $15,378  
Utilities Gas $12,174  $12,546  
Utilities Sewer $235  $242  
Utilities Water $201  $207  
Printing Outside $28,563  $29,437  
Office Printing $10,975  $11,311  
Radio Maintenance $8,259  $8,511  
Eligibility $31,401  $32,360  
ADA Supplement $24,624  $25,376  
TOTAL $602,909  $603,328  

 
These administrative expenses, which comprise only 18 percent of Transit’s PPRTA 
and City supported budget, require hours of invoicing and chargebacks in order to 
ensure that the allocation to each entity is correct. 
 
In contrast, revenues are allocated based on percentage of ridership.  The City 
receives all advertising revenue.  PPRTA fare revenue is allocated to Transit 
Services.  City fare revenue is returned to the General Fund to reduce the City’s 
subsidy of Transit Services.  In total, fixed route and paratransit services comprise 
approximately 82 percent of Transit’s annual budget.   



Contracting 
Operationally, Transit’s services are and always have been contracted to private 
operators. Metro Mobility paratransit service was operated by MV Transportation 
under a 5 year contract that expired at the end of January 2009.  A new contract with 
Veolia Transportation began on February 1, 2009.  Transit Services has overseen 
the operation of two fixed route service contracts, one City and one PPRTA, since 
the PPRTA-funded operation began service to the region in 2005.  The PPRTA 
service contract was awarded separately to enable private sector competition for the 
newly funded services, minimize deadhead costs by establishing a separate service 
facility in north central Colorado Springs, and because the size of the Transit Drive 
facility was insufficient to accommodate the needs of both contracts for future 
service levels as projected in 2005. 
 
First Transit provides equipment, staffing, and management for both fixed route bus 
operations.  With the recent and significant reductions in service, Transit Services is 
taking immediate steps to co-locate the two-fixed route contractor operations into the 
City-owned facility on Transit Drive. 
 
The employees of the contractors operating the City’s fixed-route, paratransit, FREX, 
and DASH services are unionized and fall under three collective bargaining 
agreements (City fixed route, RTA fixed route, and paratransit).  The contracts are 
performance based and require oversight by the City to ensure compliance with 
contract requirements (i.e. proper maintenance on rolling stock, on-time service, 
clean buses, compliance with U.S. Department of Transportation requirements, etc.). 
 
Performance Benchmarks and Comparable Analysis 
The City uses several internal benchmarks to track performance and progress such as 
annual number of hours of service, grant awards, and annual fixed-route ridership.    
 
The annual service revenue hours operated by MMT are reported to FTA and included in 
the National Transit Database (NTD).  This information is used by the NTD to calculate the 
annual FTA 5307 “urbanizing area formula” grant allocation.  The graph on the following 
page reflects four different service entities.  They are PPRTA, City, DASH, and FREX. 

 
Colorado Springs Annual # of Hours of Service59 

 

 

                                                 

  Page | 146 

59 City of Colorado Springs 2009 Budget, p.26-7.  



The graph below indicates Federal and State funds awarded to the City of Colorado 
Springs Transit Services Division.  Grant totals include monies from the Federal 
Transit Administration (formula and discretionary), CMAQ, Metropolitan Planning 
Transit Enhancement, and State grant awards. 
 

Colorado Springs Grant Awards60 

 
The 2009 reduction in grant funding is due to the lack of the local match to access 
available grant funds.  Transit has access to approximately $7 million in FTA Section 
5307 grant funds each year.  These funds are designated as capital funds and 
require a 20 percent local match.  In 2009 most of the local match has been 
reallocated to bus service to help preserve the highest possible level of service for 
the community. 
  
The graph below reflects the continuous growth in MMT ridership through 2008.  
Ridership has steadily increased since November 2005 when the new PPRTA transit 
services were implemented.  Fixed-route ridership in 2009 is projected to decrease 
by an estimated 235,179 rides or 7.39 percent due to the reduction in fixed-route 
revenue service hours. 
 
 

Colorado Springs Annual Fixed-Route Ridership61 

 
 
 

                                                 
60 Ibid. 
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61 Ibid. 



The estimated ridership for 2009 includes 3,063,320 for fixed-route service, 213,436 
for FREX, and 216,852 for DASH.  The 2009 reduction in ridership is due to an 
estimated reduction of 23,300 fixed-route revenue service hours to remain within the 
available funding. 

 
It is still useful to look outside the City and benchmark in a comparative context.   In 
particular, the annual number of hours of bus service for both fixed route and 
paratransit can provide guidance in evaluating Colorado Springs’ transit services.  
Compared with eight transit agencies, Colorado Springs’ hours of service are 
drastically lower.  

        
            Annual Number of Hours of Bus Service62 
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In addition to the eight transit agencies identified by PFM and the Sustainable 
Funding Committee, Transit advised to include Tulsa, Harrisburg, Wichita, and 
Toledo.  These cities have similarly sized transit operations and a comparable cost 
of living.  Each city maintains only fixed-route bus and paratransit routes rather than 
the rail, streetcar, or subway operations more common in larger cities.  In contrast, 
when compared with Tulsa, Harrisburg, Wichita, and Toledo, Colorado Springs is 
about average. 
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62 Aurora, Denver, and Westminster are served by the Denver Regional Transportation District (RTD), in addition 
to several other cities such as Centennial and Boulder.  Denver RTD, Austin, Kansas City, Omaha, and Toledo 
have independent transit authorities with dedicated sources of revenue. 
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In addition to looking at hours of service, the actual annual ridership per capita 
(measured against service area population), or the estimated annual unlinked 
passenger trips per capita, is a useful way to measure transit use.  When compared 
with eight transit agencies, Colorado Springs’ ridership per capita is low, joining 
Oklahoma City and Omaha at the bottom of the list.  
 

Annual Bus Ridership Per Capita 
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However, when compared with Tulsa, Harrisburg, Wichita, and Toledo, the City is in 
line with comparative bus ridership as shown below, falling only significantly behind 
Toledo.  Overall, these four cities have low ridership per capita when compared with 
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63 Harrisburg’s transit is regional receives partial City funding.  Wichita and Toledo transits are both funded by the 
local property tax.  Tulsa’s transit is owned, operated, and funded by the City with no Transit outside of Tulsa. 



the original eight agencies used for benchmarking.  This indicates that Colorado 
Springs, as well as these four additional comparable cities, may all have sub-
standard ridership that is below the national average. 
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Transit operating cost per capita is a useful way to put transit expenditures into a 
comparative context.  When compared with the eight comparable city transit, 
Colorado Springs’ cost per capita of $40.61 is below the average of $91.58 as 
shown in the graph below. 
 

Transit Operating Cost per Capita 
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In contrast, when compared with the four cities provided by Transit, Colorado 
Springs’ operating cost per capita is very close to the average.  Again, this suggests 
that both Colorado Springs, as well as these four comparable cities, is below the 
national average. 
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Transit subsidy per capita is a useful way to show how much government directly 
supports public transit.  When compared with the eight city transit agencies used in 
benchmarking, Colorado Springs’ subsidy per capita of $34.09 is slightly below the 
verage of $37.97 as shown in the graph below. 

 
Transit Subsidy per Capita  
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In contrast, when compared with Tulsa, Harrisburg, Wichita, and Toledo, Colorado 
Springs’ transit subsidy per capita is well above the average.  This suggests that 
both Colorado Springs and these four comparable cities directly subsidize transit 
less than most other cities. 
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64 Includes transit funding from federal, state, and local sources in FY2007. 
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Although on a per capita basis, Colorado Springs’ subsidy for transit ranks lower 
than most other comparables, this measure may indirectly reflect the amount of 
transit operations relative to service area population.  Another measure, that 
compares government subsidy directly to operating cost, tells a somewhat different 
story, as shown below. 

Transit Subsidy as Percentage of Operating Cost 
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The graph above shows that Colorado Springs subsidizes about 84 percent of transit 
operating costs, well above the average of 56.4 percent.  In comparison with Tulsa, 
Wichita, Harrisburg, and Toledo, Colorado Springs ranks considerably high as well.  
Colorado Springs transit operations are amongst the most highly subsidized of the 
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comparable cities, surpassed only by Albuquerque and Oklahoma City65.  However, 
this may be strongly influenced by the fact that Colorado Springs does not channel 
fare revenue directly into Transit services, which in other cities allows for a higher 
level of service and a lower required government subsidy. 

Progress 
Over the past ten years, the City’s transit service initially moved from a social service 
for the transit dependent to an increasingly viable alternative for all citizens in the 
Pikes Peak region.  Unfortunately, with the recent cuts in service, in 2009 the system 
is only providing 25 percent more service hours than were provided prior to passage 
of the PPRTA. 
 
Before the recent reductions in service, voter approval in 2004 of the PPRTA 
allowed fixed route annual service hours) to expand by 63 percent and paratransit 
annual service hours) to increase by 100 percent.  The 1 percent sales tax collected 
by the PPRTA generates approximately $75 million per year in revenue.  Fifty-five 
percent of the money is used for a voter-approved list of capital projects, 35 percent 
is used for additional maintenance (such as street overlays and pothole patching), 
and 10 percent is used to expand the MMT bus system.  
 
Additionally, the average age of the fixed route bus fleet has been cut in half – with 
projected decreases in maintenance costs while increasing on-time performance 
(from being a fleet average of over 10 years to nearly 5 years old).  This statistic is, 
to some extent, due to the retirement of older buses caused by service cuts.   All 
new fixed route buses are bio-diesel capable.  The ongoing replacement of an aging 
fixed route bus fleet continues to improve fuel efficiency, reduce maintenance costs, 
and assist in improving the quality of public transit services. 
 
Until the recent cuts, the PPRTA funding allowed service on all holidays, except 
Christmas, Saturday evenings, and Sundays.  Service hours nearly doubled prior to 
the recent cuts in service.  New park-and-ride lots were built for express service 
riders; however, the local express service, with relatively low ridership, is now 
scheduled to be eliminated in April 2009. 
 
Administration and operations changes were also accomplished including converting 
fixed route service from a management contract to a service contract which allows 
the City to control the rate of increase in transit costs and improves forecasting and 
budgeting for future cost increases. Previous management contract functions — 
including customer service, information technology, public information, advertising 
and marketing, contract compliance, radio dispatch, run cutting, and route 
scheduling — are now administrative functions under the City’s control.  This 
reorganization has improved customer service, quality control, and the efficiency and 
effectiveness with which services are provided.  Administrative staff providing these 
functions has been reduced by 32 percent between 2006 and 2009 due to 

                                                 
65 Transit subsidies are often affected by the availability of self-generated revenue sources, which can vary by 
jurisdiction. Denver, Austin, and Portland have a higher ridership per capita that yields a greater degree of cost 
recovery from fare revenues. In addition, Denver and Portland have light and commuter rail services that 
supplement fixed-route bus and paratransit operations.  
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efficiencies introduced by Transit Services and the recent reduction in staff due to 
the City’s 2008 and 2009 revenue shortfall. 
 
The CMAQ-funded Front Range Express (FREX) bus service followed three years of 
successful service as a demonstration project with receipt of a $6.3 million state 
grant for new buses and continued support of operating costs by Front Range 
communities. Currently, demand for services does not define the service level; funds 
available to support services define the service level.   The current FREX fare of $11 
to/from Denver covers 59 percent of FREX operating costs.   This is a positive 
recovery rate that is considered highly favorable by the transit industry. 
 
Recently, the Colorado Springs City Council approved the award of a $50,000 
contract to Active Network, Inc., a San Francisco-based marketing firm, to find 
corporate sponsors for some City property.  “Marketing firms indicate a city this size 
might generate $1.5 million in the first year,” according to Paul Butcher, Director of 
the Colorado Springs Parks, Recreation, and Cultural Services Department.  Ad 
revenue could top $5 million in subsequent years, he said.  The Active Network, Inc. 
sealed its first city-corporate sponsorship deal with Huntington Beach, California, in 
1999.  Nissan now sponsors that city’s lifeguard rescue vehicles.  Another client, 
Glendale, California, worked out a deal with Viacom to sponsor city bus shelters.66 
 
From the beginning of PFM’s work with the Sustainable Funding Committee, PFM 
has recommended Market Based Revenue Opportunities (MBROs) such as the 
current contract with Active Network.  Transit has received revenue from advertising 
on buses, benches, and shelters for many years, although City-wide MBROs may 
bring increased revenue from such operations.   
 
Transit has made improvements in its use of technology.  Transit is recognized 
nationally for being one of the first transit agencies in the country offering WiFi to on-
board passengers.  In addition, Transit has been able to save thousands of dollars 
by developing its own trip-planning kiosk that is now available to Transit customers 
at the downtown terminal. 
 
Transit uses the intelligent transit system, Trapeze, to make data-driven decisions 
regarding service and operations.  Trapeze encompasses all areas of Transit’s 
operations.  Using Trapeze, Transit analyzes and plans fixed routes more efficiently, 
monitors contract compliance for service standards, meets NTD requirements, and 
tracks responses to customer inquiries. 
 
In 2009, Transit plans to continue improvements to its operation by installing AVL 
(Automatic Vehicle Locator) and MDT (Mobile Data Terminal) systems on the fixed-
route and paratransit fleet.  These systems aid operational oversight by allowing 
Transit to monitor the real-time location of its fleet.  Further, navigational systems will 
assist drivers with routing or off-route locations.  The system will also provide 

                                                 
66 Alysia Patterson, “Colorado Springs joins cities seeking to raise revenue with corporate sponsorships”, The 
Chicago Tribune, January 14, 2009.   www.chicagotribune.com/business/sns-ap-meltdown-city-
sponsorships,0,1314811.story 
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customers with real-time bus information accessible through Transit’s website, by e-
mail, or at any of Transit’s transfer stations. 

Challenges 
Despite the significant accomplishments above, there are critical gaps in transit 
service. As Transit is a regional service provider, the lack of public transit service in 
Monument, except for FREX, is troublesome. Another gap is that no public transit 
services exist in much of the northern portion of Colorado Springs.  Finally, there are 
no general public call-and-ride services at this time. 
 
A significant challenge to transit’s fiscal sustainability is the fact that, except for a 
portion of its funding provided by the PPRTA, MMT must compete annually with 
other City services such as police, fire, parks, etc. for funding from the City’s General 
Fund. Typically, transit programs faced with this situation have a very difficult time 
providing quality transit services.  
 
From a fiscal perspective, unlike many regional public transportation systems in the 
country, Transit Services is a division within the City’s General Fund and not a 
separate entity or authority.  As such, all fare revenues accrued by Transit Services 
are combined with other revenues of the City General Fund to provide all services 
required within the General Fund operation, including transit, public safety, streets, 
etc.  This is an unusual practice for regional transit agencies.  For a regional transit 
system, a municipal model may be anachronistic.  The difficulties of a municipal 
model are transparent in the multiple fiscal models used for dividing revenues and 
expenses between PPRTA and the City.  Transit’s revenues are split between 
PPRTA and the City based on ridership.   The PPRTA portion is also based on the 
tax base within PPRTA.  Therefore, the City receives the majority of the revenue as 
it has the largest ridership—70 percent of El Paso County residents live within 
Colorado Springs.  The PPRTA revenues are allocated directly to transit service, 
while the City revenues are returned to the General Fund. 
 
In contrast, the non-service related (administrative) expenditures are split based on 
fixed-route service hours operated by each funding source.  These administrative 
expenses comprise only about 18 percent of Transit’s total budget.  However, 
because the system for splitting the costs is based on a variable ratio (the fixed route 
hours of service), it requires hours of work invoicing the PPRTA.  Transit estimates 
that 20-30 hours are spent each week on invoicing administrative charges between 
the City and the PPRTA.  If Transit was a regional entity, this complicated expense 
splitting process would be unnecessary.  Interestingly, if revenues were allocated 
under the same system as the expenditures, the City’s revenue portion would 
decline.   
 
In addition to operational and budget issues, there are also capital needs in Transit 
Services.   The Downtown Transit Center is not a well-lit space, and is therefore 
perceived as dangerous.  Physically, it is actually the first floor of a concrete parking 
garage.  While approximately $500,000 in safety and customer service 
improvements have been made to the transit center since 1995, there has not been 



  Page | 156 

a complete renovation of the facility since 1979.  Currently, Transit is pursuing funds 
to erect a new downtown transit center near the City’s freight rail line.   
 
Given the service reductions, Transit’s total fleet decreased.  This allowed Transit to 
eliminate many older vehicles.  Currently, Transit’s fleet is ten years old or younger 
with models from the 2000s comprising the majority of the fleet.  However, Transit 
still lacks a formal annual purchasing plan (APP).  An APP can provide scheduled 
replacement and therefore implement planned budgeting for capital needs.  Further, 
with regular maintenance and an APP, unscheduled repairs on old buses will 
decrease. 
 
Finally, Transit is struggling to implement the proposed reductions in the 2009 
budget while maintaining sustainable service levels to the riding public.   The system 
could potentially be smaller than before PPRTA passed in 2004.  Citizens in the 
Pikes Peak region have become dependent on transit services for commuting and 
daily travel.  A severe cut in services will impact both those with disabilities who rely 
upon transit services, but also choice riders who have selected to use public 
transportation.  Transit will have to develop a mode for prioritizing services to align 
with available resources. 

Initiatives 
TS01. Develop More Public-Private Partnerships 
   
FY2009 Impact Not Available Five Year Impact Not Available 
Reoccurring/Non-
Reoccurring 

Reoccurring General Fund/Other 
Source/Both 

General Fund/PPRTA 

   
In the City’s 2009 budget, Transit Services set its own goal of developing public-
private partnerships.   This will enable the City to receive State and Federal funds 
supporting a proposed $30 to $40 million Downtown Transfer Station to 
accommodate future rail, fixed-route, and express bus service. 
 
Public-private partnerships are often innovative ways for governments to satisfy the 
growing service demands of their constituents while still being fiscally responsible.  
These partnerships can range from outsourcing certain services, which happens 
very often in municipal governments, to actually privatizing certain municipal 
functions.  Many of these partnerships involve private companies being responsible 
in some way for the building, maintenance, or operation of facilities such as 
transportation, public parks, or highways.  In nearly all public-private partnerships, 
the private agency takes on some of the risk and can thus capture some of the 
rewards.  The Government Accountability Office (GAO) describes five main methods 
of these partnerships: 
 
 Build-Own-Operate (BOO).  In this type of partnership, the privately run 

contractor builds, maintains, owns, and runs a facility designed for public use.    
 Build-Operate-Transfer (BOT).  In these partnerships, the private sector entity 

builds and runs the public facility for a certain agreed upon time, at which 
point the private sector entity transfers control to the government. 
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 Buy-Build-Operate (BBO).  The private sector entity buys a facility, renovates 
or expands it, and then operates it for the public use. 

 Design-Build-Operate (DBO).  The government owns a facility, but hires a 
private entity to design, build, and run it. 

 Build-Develop-Operate (BDO).  The private sector entity buys/leases the 
facility, develops it, and then remains the contracted operator of the facility.67 

 
It should be noted that in some cases, the private entity profits the most from these 
ventures.  However, it is also important to note that without these partnerships, many 
facilities would not be built, or would have to be financed by increased taxes or 
increased debt, which could be undesirable in the current economic climate. 
 
TS02. Create a Regional Transit Authority 
   
FY2009 Impact Not Available Five Year Impact Not Available 
Reoccurring/Non-
Reoccurring 

Reoccurring General Fund/Other 
Source/Both 

General Fund/PPRTA 

 
Most regional public transportation systems are not a department within the General 
Fund of one municipality.  Colorado Springs has struggled with this arrangement as 
Transit fare revenues are returned to the City’s General Fund, an unusual 
arrangement for a transit agency.   
 
In difficult budget years, such as 2009, Transit’s fiscal model becomes more 
problematic.  Transit has expanded service exponentially in the past few years.  
However, given a City-wide budget cut, Transit will be forced to suspend service due 
to a lack of City funding for both citizens in Colorado Springs and those in the 
greater Pikes Peak region.  Further, due to PPRTA, Transit is obligated to serve the 
region.  Under the current structure, Transit must respond to different groups: 
PPRTA, the City administration, and the region’s citizens who are dependent upon 
transit service. 
 
The current financial model under which the City and PPRTA split revenues and 
expenditures is not efficient.  Transit spends an unnecessary amount of time and 
resources invoicing PPRTA for administrative-related costs which only account for 
18 percent of Transit’s total budget.  Further, the expenditure split is based on the 
varying ratio of fixed route service hours funded by each source, whereas the 
revenues are split on ridership and the PPRTA tax base.  The City portion of the fare 
revenue returns to the General Fund instead of being automatically shifted towards 
transit service as in the PPRTA model. 
 
The creation of a Transit Authority with a dedicated funding source provides a more 
efficient fiscal and budgetary model for both the City, as well as the Pikes Peak 
region, to consider.  The following cities have created regional transit authorities with 
dedicated funding sources: Denver, CO; Austin, TX; Tucson, AZ; Tempe, AZ; 
Phoenix, AZ; Orange County, CA; and Charlotte, NC. 

                                                 
67 Source: National Council for Public-Private Partnerships white paper, “For the Good of the People: Using 
Public-Private Partnerships to meet America’s Essential Needs.” 
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Further, a Transit Authority could also have a regional decision-making structure to 
promote appropriate and effective transit services throughout the Pikes Peak region.  
The Transit Authority could also have a board with representation from both 
Colorado Springs, as well as other cities serviced by Transit. 
 
Creation would require approval by the citizens of the Pikes Peak region.  While the 
City cannot itself create a transit authority, it is recommended that the City support 
the idea and provide technical assistance on creating such an authority. 
 
TS03. Create a Dedicated Funding Source for Transit 
   
FY2009 Impact $0 Five Year Impact $14,977,971 or 

$107,042,197 
Reoccurring/Non-
Reoccurring 

Reoccurring General Fund/Other 
Source/Both 

General Fund/PPRTA 

 
Transit’s regional service sustainability is possible with a dedicated funding source.  
Currently, Transit receives 10 percent of the revenue from the 1 percent PPRTA tax, 
which in FY2009 is estimated to be about $7.1 million.  This is not a dedicated tax, 
but simply Transit’s allocation of the PPRTA revenue under the terms the initial 
PPRTA set up.  The most viable options for a sustainable funding source include a 
dedicated regional 0.5 to 1.0 percent Transit sales and use tax, levied on the same 
goods as the PPRTA, or an excise tax (per gallon charge) on motor fuels. 
 
Using PPRTA sales tax revenues as a base, PFM calculated the impact of an 
additional 0.5 percent sales tax dedicated specifically for Transit.  In FY2008, 
PPRTA sales tax revenue totaled $61,544,678.  The PPRTA sales tax rate is 1.0 
percent.  Dividing the sales tax revenues by 1.0 percent equals $6,154,467,800 in 
net taxable sales.  Assuming in FY2009, there is a 12.6 percent decline in the sales 
tax base, this is consistent with the City projected 12.6 percent decline in sales tax 
revenue, the taxable base for the new Transit tax is $5,379,004,857.  PFM assumes 
that there will be a 1.0 percent reduction in taxable sales for every 1.0 percent 
increase in sales tax.  Therefore, the FY2010 taxable base will be $5,352,109,833.  
Applying the 0.5 percent Transit sales tax to this base yields revenues in FY2010 of 
$26,760,549.   
 
The following table shows the projected revenues through FY2013 for the Transit 
sales tax given zero growth in the taxable sales base and no increases to the tax.  
No revenue is accrued in FY2009, as the tax proposal would be introduced in 
FY2009.  It should also be noted that if the dedicated sales tax were 1.0 percent, 
instead of 0.5 percent, sales tax revenues would double to $53,252,148 each year or 
$213,008,592 between FY2009-FY2013. 
 

 FY2009 FY2010 FY2011 FY2012 FY2013 Total 

Discounted 
% of 
Impact 

100% 0% 0% 0% 0% 0% 

Fiscal 
Impact 

$0 $26,760,549 $26,760,549 $26,760,549 $26,760,549 $107,042,197
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The potential revenues from creating a dedicated motor fuel excise tax of one cent 
per gallon was also calculated.  PFM retrieved the projected number of vehicles in 
the Pikes Peak region from the El Paso County Motor Vehicle Department and 
researched the annual fuel consumption per vehicle.  697 gallons of fuel is the 
average per vehicle fuel consumption for 2006 released by the U.S. Bureau of 
Transportation Statistics.68  PFM then found the short and long-run price elasticity of 
demand for motor fuel to be .0026 and .0056 respectively.69  This means that for 
every 1.0 percent increase in the tax, there will be a .26 or .56 percent reduction in 
sales.  Further, the calculation assumes that the amount of fuel purchased by area-
registered vehicles outside the region, due to the tax, will be balanced out by the 
amount purchased for vehicles registered outside of the region.  This estimate may 
slightly understate the actual fuel consumed given the region’s popularity as a travel 
destination.  Putting all four of these factors together, PFM estimated annual fuel 
consumption. 
 

  2010 
(estimated) 

2011 
(estimated) 

2012 
(estimated) 

2013 
(estimated) 

Number of Vehicles 516,120 531,202 546,285 561,367 

Estimated Fuel Consumed (gallons) 359,213,354 369,049,447 379,527,925 390,006,403

 
In order to find the revenues from the motor fuel excise tax, the estimated fuel 
consumption in gallons was multiplied by one cent.  The following table shows the 
projected revenues from a motor fuel excise tax of one cent for years FY2009-2013.  
No revenue is accrued in FY2009, as the tax proposal would be introduced in 
FY2009.  It is assumed the tax will not increase. 
 

 FY2009 FY2010 FY2011 FY2012 FY2013 Total 

Discounted 
% of 
Impact 

100% 0% 0% 0% 0% 0% 

Fiscal 
Impact 

$0 $3,592,134 $3,690,494 $3,795,279 $3,900,064 $14,977,971

 
Since the State already collects a motor fuel excise tax, the State would probably 
collect the tax and be reimbursed. Overall, however, the additional administrative 
costs associated with the tax would be more than balanced by the interest accrued 
from tax receipts, as is now the case with the PPRTA sales tax. 
 
Colorado Springs currently implements a dedicated Public Safety Sales Tax (PSST) 
of 0.4 percent.  The PSST has been successful in providing funding for Police and 
Fire.  Though sales tax is a volatile revenue source and will fluctuate with the 
economy, having a dedicated funding stream, such as a Transit sales tax or a motor 
fuel excise tax, will increase Transit’s fiscal sustainability as it will have another 
funding source in addition to the General Fund, PPRTA, and federal grants.  If the 
                                                 
68 U.S. Bureau of Transportation Statistics, “Motor Vehicle Fuel Consumption and Travel”, 
http://www.bts.gov/publications/national_transportation_statistics/html/table_04_09.html, February 2009. 
69 These are the average of over 100 studies that have been conducted on the subject.   
Mike Moffatt, “What’s the price elasticity of demand for gasoline”, 
http://economics.about.com/od/priceelasticityofdemand/a/gasoline_elast.htm, February 2009. 
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revenues from the tax are successful, Transit may be able to substitute revenue 
from a dedicated tax for General Fund money, or reduce the PPRTA allocation to 
Transit. 
 
This option should be considered in tandem with the creation of a regional transit 
authority as a way to provide sustainable funding for a regional transit system.  
Implementation of the option, like TS02, would require approval by a majority of 
citizens in the Pikes Peak region. 
 
TS04. Issue Debt for Procurement Financing 
   
FY2009 Impact Not Available Five Year Impact Not Available 
Reoccurring/Non-
Reoccurring 

Reoccurring General Fund/Other 
Source/Both 

General Fund 

 
Currently, Transit does not “bond” for any of its capital needs, but instead prefers 
pay-as-you-go schemes.  For capital expenditures whose life-time is brief, pay-go 
makes sense.   However, for capital costs such as buses whose lifetime can be 
spread over 10 years, bonding for these needs should be considered. 
 
By issuing debt, the City would spread the cost of purchasing a new bus fleet over 
the lifetime of the bus itself.  For example, the City could issue $5 million of debt 
over 10 years.   Since the City has an excellent credit rating, achieving a good 
coupon and yield will not be difficult assuming market conditions remain stable. 
 
The Colorado Springs City Charter prevents the City from issuing bonded debt 
without voter approval.  However, if Transit becomes its own regional authority, then 
it could independently issue its own bonds.  This could be an effective way to free up 
City funds earmarked for capital purposes to cover operating costs. 
 
TS05. Downtown Streetcar 
   
FY2009 Impact Not Available Five Year Impact Not Available 
Reoccurring/Non-
Reoccurring 

Reoccurring General Fund/Other 
Source/Both 

General Fund/PPRTA 

 
Transit has received funding to perform a streetcar feasibility study.  The study will 
examine the potential of restoring the streetcar system in place in the 1920s in 
Colorado Springs.  The service is envisioned to provide downtown circulation 
service, primarily north and south.  Future extensions are possible parallel to State 
Highway 24 west of I-25 and parallel to LaSalle Street east of the main trunk line.  
Light rail and trolleys are popular within Colorado Springs, and the project has 
received public support.  The business community, University of Colorado at 
Colorado Springs (UCCS), and Colorado College contributed a 20 percent match 
(about $50,000) to conduct this study.  The business community, in particular, sees 
the streetcar as an opportunity to link UCCS to the downtown area.  This option can 
enhance the long-term competitiveness and livability of the City, yet is only a viable 
option under a regional transit authority with a sustainable source of funding. 
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TS06. Examine Opportunities to Increase Choice Ridership 
   

FY2009 Impact Not Available Five Year Impact Not Available 
Reoccurring/Non-
Reoccurring 

Reoccurring General Fund/Other 
Source/Both 

General Fund/PPRTA 

 
Ridership is a key element in the transit industry.  Conventional travel analysis 
focuses on two types of transit users: captive and choice riders.  Captive riders are 
typically those who lack an alternative to transit; they therefore use it as their primary 
mode of transportation to reach their destination.  Choice riders are those who have 
realistic alternatives (e.g., driving) but choose to use transit for various trips.   
Service reliability and availability affects the ridership of both populations.  This is 
because choice riders are those who choose to take public transport because it is 
more economic or efficient than driving.  Therefore, it is assumed that substantial 
increases in ridership are usually derived only from choice riders. 
 
Currently, many transit services such as Metro Mobility target captive riders.   
Choice riders have different desires that factor into their decisions to drive, walk, or 
use public bus service.   Often, choice riders are regular commuters whose concerns 
are safety, comfort of service provided, reliability of transit services, as well as the 
amenities of nearby Transit stations such as park and ride facilities.   Shorter travel 
time and frequency of service are other important factors for choice riders.70 
 
Services such as FREX and DASH have the potential to attract choice riders.   With 
the help of small technology modifications such as a next arrival or countdown 
system that uses displays at bus stops and the transit center, Transit has the ability 
to increase rider satisfaction.   Monitoring existing data on Transit’s routes can 
increase reliability and the speed of its routes.   Further, a renovation of the 
downtown transit center could also increase choice ridership by addressing rider 
concerns of safety and comfort.  The current lack of funding for Transit Services 
limits the amount of new expenditures in this area, therefore this option should be 
considered after the creation of a regional transit authority or creation of a new 
sustainable funding source for transit. 
 
TS07. Explore Efficiency Savings 
   
FY2009 Impact Not Available Five Year Impact Not Available 
Reoccurring/Non-
Reoccurring 

Reoccurring General Fund/Other 
Source/Both 

General Fund/PPRTA 

 
Transit should consider using the most efficient vehicles when purchasing new 
buses for its routes in the upcoming years. Smaller buses are not significantly more 
fuel efficient than larger buses.  In order to see marked increases in fuel efficiency, 
Transit would have to move to a fleet of vans similar to what is used for paratransit.  
However, smaller buses are less expensive to maintain.  In general, there is a rule of 
thumb that there are savings of about $15,000-$20,000 per foot of length per bus.  If 

                                                 
70 Krizek, Kevin J.  and El-Geneidy, Ahmed M.   “Better Understanding the Potential of Metro Transit’s Ridership 
and Services.” University of Minnesota Center for Transportation Studies, October 2006, p.  31-33. 
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larger buses are necessary for certain routes that have high ridership demands, 
smaller buses could be rotated into less popular routes for cost savings.  Smaller 
buses should only be placed into service if there is no negative impact on ridership 
and service provision.  
 
TS08. Explore Cost Effective Transit Services to Major Employment Centers and 

Institutions 
   
FY2009 Impact Not Available Five Year Impact Not Available 
Reoccurring/Non-
Reoccurring 

Reoccurring General Fund/Other 
Source/Both 

General Fund/PPRTA 

 
Transit should consider improving or expanding transit services to major 
employment centers and institutions, for example the University of Colorado at 
Colorado Springs (UCCS).  Two years ago, Transit provided service to UCCS that 
was funded by UCCS.  Transit and UCCS discontinued service because ridership 
was too low compared to the operational cost.  However, given UCCS’ student 
growth, Transit should re-explore opportunities to partner with UCCS to expand 
Transit service.  
 
UCCS is currently served by the E2, Route 20, Route 14, and Route 9 bus lines in 
the Northern tier of the City. Recently, Transit has been considering service cuts that 
would reduce service to UCCS. At present, transportation to the Tejon Park and 
Ride, World Arena, Colorado Springs Airport, and other major regional destinations 
is not possible without a transfer. Transit should consider developing an agreement 
with UCCS on expansion of existing transit service or introduction of a new bus line 
with service to additional parts of the City. 
 
The service could be integrated with UCCS’ internal campus bus system to provide 
for enhanced student access. In addition, the terms could be similar to the recent 
agreement with Downtown Partnership and Colorado College for DASH downtown 
shuttle bus service. Funding assistance could come in the form of a University-
subsidized transit pass for students and capital cost-sharing on purchases of new 
buses and transit stops. A similar agreement has been reached between the Denver 
Regional Transportation District and the University of Colorado at Boulder, whereby 
students can use their college ID as a university-subsidized bus and light rail pass. 
In recent years, UCCS has evaluated expanding transit access as part of a larger 
sustainability initiative. 
 
The service would not only provide UCCS students with enhanced access to 
downtown, World Arena, and other major regional destinations, but also reduce 
traffic along the Austin Bluffs Parkway corridor. UCCS has a student population of 
7,960 and is the fasting growing university in Colorado.71  With increased growth, 
the need for improved traffic flow and enhanced access to transit will become 
necessary. This service has the potential to accommodate long-term growth, reduce 
campus parking congestion, encourage increased regional use of transit, and 

                                                 
71 http://findarticles.com/p/articles/mi_qn4191/is_/ai_n29494957 and https://www.cu.edu/content/university-
colorado-campuses-report-record-student-enrollment 
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provide a better avenue for students to travel to UCCS.  While providing additional 
City funding for this service would at present not be possible, this option would 
become most viable within the framework of a regional transit authority. 
 
TS09. Conduct a Biannual Quality Measurement Survey 
   
FY2009 Impact ($55,728) Five Year Impact ($278,640) 
Reoccurring/Non-
Reoccurring 

Reoccurring General Fund/Other 
Source/Both 

General Fund/PPRTA 

 
Transit should consider implementing a biannual quality measurement survey. In the 
past, Transit has engaged consultants to administer an on-board rider survey to 
identify rider characteristics and gauge usage of the City transit system. Adopting a 
biannual survey can be an excellent way to implement quality management and 
devise new ways to attract choice riders. The survey could be administered 
internally or through a consultant, depending upon which option is most cost 
effective. Milwaukee County, Wisconsin’s transit agency currently administers a 
biannual random digit dial telephone survey of its service area population. The 
survey is conducted in October and April to avoid seasonal biases and is 
administered to a random sample of 400 households. The survey solicits responses 
from both riders and non-riders to get riders’ opinions of current service and 
information on what potential new riders expect.72 A similar Colorado Springs survey 
can be an effective method for identifying ridership concerns and areas of 
improvement. In addition, it can help Transit better identify choice riders and address 
their concerns by revealing what potential new riders value. 
 
A 1998 consultant survey for the Washington 2020 Commission on the Future of 
Education performed a similar type of quality measurement survey.  The Washington 
2020 Commission’s survey included random digital dial of the survey population, 
1,627 contacts, 404 interviews, and 10 call attempts per case.73  The survey cost 
$21,381 in 1998.  Using the U.S. Bureau of Labor Statistics’ inflation factor for 1998 
of 1.30322, the 1998 survey cost represents a present value expense of $27,864.  
Given that Transit Services will commission the survey twice a year to avoid 
seasonal biases, PFM estimates the survey cost to be double the cost of the 
Washington survey or $55,728.  In comparison, Transit’s 2002 on-board rider survey 
cost $50,000.  The following chart shows the estimates cost per year for the next five 
years of conducting a bi-annual survey assuming zero inflation in survey costs.   
 

 FY2009 FY2010 FY2011 FY2012 FY2013 Total 

Discounted 
% of 
Impact 

0% 0% 0% 0% 0% 0% 

Fiscal 
Impact 

$(55,728) $(55,728) $(55,728) $(55,728) $(55,728) $(278,640) 

 

                                                 
72 U.S. Department of Transportation, “Innovation at Transit Systems”, 
http://www4.uwm.edu/cuts/bench/innoall.pdf, February 2009. 
73 2020 Commission Citizen Survey, 
http://www.digitalarchives.wa.gov/GovernorLocke/taskcomm/2020/appsur.htm, February 2009. 



TS10. Support Federal Efforts that Allow for the Use of FTA Dollars for Operating 
Purposes 

 
FY2009 Impact None Five Year Impact $13,966,780 
Reoccurring/Non-
Reoccurring 

Reoccurring General Fund/Other 
Source/Both 

General Fund/PPRTA 

 
The City should consider collaborative efforts with other cities to support federal efforts to 
allow for use of FTA dollars for operating purposes.  Currently, FTA funding is restricted to 
capital projects that tend to allow for expansion of service, however existing City funding has 
been insufficient to fully cover operating costs.  In FY2009, $2.86 million of these FTA 
capital funds will be used for eligible operating costs, while $3.5 million will be allocated for 
capital purposes.  If this amount were made available for operating costs, Transit Services 
could realize approximately $3.5 million annually in additional revenue for operating 
purposes. 
 

 FY2009 FY2010 FY2011 FY2012 FY2013 Total 

Discounted % 
of Impact 

N/A 0% 0% 0% 0% 0% 

Fiscal Impact N/A $3,491,695 $3,491,695 $3,491,695 $3,491,695 $13,966,780 

 
 
 

 
APPENDIX A 
 
Supplemental Information Provided by Transit Services 
 
Transit Services submitted the following information relating to its fiscal structure.   It 
has been included for the Services Subcommittee 
 
Issues Related to the Allocation of Revenues and Expenditures to the City’s 
General Fund and PPRTA 
 
The allocation of transit-related revenues and expenditures to the City’s General 
Fund and the PPRTA is complex and rooted in practices that precede the creation of 
the PPRTA in 2004.  The allocation of revenues and expenditures also varies due to 
differences in the mission, vision, and values of the City and those of the PPRTA. 
 

  Page | 164 



2009 General Fund Expenditure Budget 
$10,185,321

Operating Costs Subsidized by FTA Capital Funds
$2,857,040 

tle
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Expenditures – City Budget 
Allocation of the City’s General Fund is based on a strategic plan that spans across 
all municipal services.  General Fund monies are allocated to Transit Services along 
with Public Safety, Parks and Transportation, Fleet, Finance, Budget, Real Estate, 
Human Resources, and the vast array of other City services.  Needs, priorities, and 
revenues are subject to fluctuations on an annual basis, and result in varying levels 
of General Fund supported transit services on a year to year basis.  The chart above 
shows the allocation of General Fund monies to the 2009 Transit Services Division 
expenditure budget. The chart also shows (in red) the portion of the City Transit 
budget funded with FTA funds.  This visual view of the budget is essential to 
understanding the issues associated with the allocation of expenditures between the 
City and PPRTA. 
 
Prior to the creation of the PPRTA, the General Fund Transit Services Division of the 
Colorado Springs Parks and Transportation Department had, over many years, 
refined and improved the extent to which the operation of City-funded transit 
services were supported by FTA funds.  As the City is the designated grantee of the 
FTA, the City is granted an annual authorization of FTA Section 5307 formula funds.  
These funds are designated as capital funds and are generally not allowed to fund 
operating costs, with some exceptions.  In 2009, the authorization of 80 percent FTA 
Section 5307 funds is estimated at $6,420,000.   
 
Approximately 60 percent of the Transit administrative staff is 80 percent grant-
funded.  While within regulatory limits, this pushes the envelope of that which is 
allowed by the FTA as FTA-funded positions are limited to “project-based” positions 
(as opposed to positions required to operate transit services).  The local match for 
grant-funded positions is provided by the City General Fund. 
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FTA Section 5307 funds are also used to pay for eligible maintenance expenses of 
fixed route buses and paratransit vans. The FTA also allows 10 percent of the 
annual authorization of Section 5307 formula funds to support the operation of 
paratransit services.  In 2009, this allows $642,000 in 80 percent funds to support 
paratransit services.   
 
In total, the use of FTA Section 5307 funds for administrative staff salaries, 
maintenance, and to support paratransit operations saves the City and PPRTA 
approximately 80 percent of $4,533,305 in expenses for 2009.  The 20 percent 
match required to use these funds is paid by either the City or the PPRTA.   
 
Expenditures – FY2006 vs. FY2009 
Expenditures in FY2006 and FY2009 differ significantly due to changes in the 
funding formula, expense allocations, and the number of service hours. The 2006 
costs include expenditures for capitalized maintenance and 10 percent of Transit’s 
FTA apportionment that is allowed to offset paratransit costs.  In 2009, these 
expenses are charged directly to the grants and do not show as expenses against 
the General Fund, as was done in 2006.  The expenses charged directly to the 
grants in 2009 for fixed route and paratransit costs, respectively, are $1,341,600 and 
$648,000.    
 
In addition, in 2006 the Pikes Peak Rural Transportation Authority (PPRTA) funded 
only 31 percent of the $1,742,026 paratransit cost (based on the percentage of fixed 
route service hours operated by the PPRTA fixed route contract).  In 2009, the 
PPRTA funds 49.25 percent of the estimated $2,976,036 paratransit operating cost. 
 
To compare the City’s 2006 fixed route and paratransit costs to 2009 costs, the 
$5.88 million 2009 cost must be increased by the 80 percent paratransit offset and 
capitalized maintenance costs, which together total $1,989,600.  To this must be 
added the match for these funds, which totals $497,491.  The total for these services 
in 2009, then, is $8,367,091 for 79,819 fixed route revenue service hours and 50.25 
percent of the paratransit service costs (for which the 2009 service is estimated to 
require 90,750 revenue service hours).   The total for these services in 2006, 
$9,450,000, is for 115,562 fixed route revenue service hours and 69 percent of the 
$1,742,026 paratransit service costs (for which the 2006 service required 66,816 
revenue service hours). 
 
This can be most easily and effectively compared by looking at the total cost per 
hour of combined fixed route and paratransit services hours in 2006 to the same 
cost per hour in 2009. 
 
In 2006, the City paid $9,450,000 for 115,562 fixed route revenue service hours and 
69 percent of 66,816 paratransit revenue service hours, which equals $58.45 per 
revenue service hour. 
 
In 2009, the City will pay $8,367,091 for 79,819 fixed route revenue service hours 
and 50.25 percent of 90,750 paratransit revenue service hours, which equals $66.71 
per revenue service hour.  The 14 percent increase over four years equals an 
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annual rate of increase of approximately 3.5 percent, which reflects the annual 
increase in the cost of insurance, benefits, and wages. 
 
Implications of Maximizing the Use of Capital Funds for Eligible Operating 
Costs 
 
Approximately 56 percent of the annual FTA Section 5307 authorization of capital 
funds is used to fund eligible operating costs.  The remaining portion of the 2009 
authorization that is available to fund capital needs is approximately $3,491,695.   
 
A substantial portion of these funds are not obligated in 2009, nor were a substantial 
portion of the 2008 5307 funds, as the 20 percent local match was reprogrammed to 
fund operating costs and minimize service cuts.   
 
With the match, however, the unobligated FTA Section 5307 funds are not adequate 
to support the ongoing capital needs of the program for a transit agency of this size.  
Support for this statement follows in the derivation of estimated annual capital 
expenses required to support a transit system of this size: 
 
The replacement of fixed route buses on a regular basis is at the heart of a 
sustainable transit system.  Although the buses are fully depreciated over 12 years 
by the FTA, regular maintenance should allow the buses to reach an effective, 
average usable life of approximately fifteen years.  This means that the TSD should 
be replacing approximately 1/15 of the fleet of 65 fixed route buses each year.  
Replacement of four to five buses per year in 2009 dollars requires an expenditure 
of approximately $1.6 million per year. Paratransit vans are depreciated over four 
years, but are often operated for five years.  Replacing one-fifth of the fleet of 46 
vans each year requires an investment of approximately $550,000 each year.   
 
Planning projects require an investment of approximately $200,000 to $300,000 per 
year to plan for the future and ensure the most effective and efficient allocation of 
existing resources.   
Information technology improvements require an investment of $250,000 to 
$600,000 each year, to ensure the best possible customer service and best return in 
the form of ridership for the amount invested in transit services.  
 
The estimated total capital needs for fleet replacement, planning, and information 
technology is approximately $3,000,000 per year.  This leaves approximately 
$500,000 per year for capital projects, challenging the system’s ability to further 
increase ridership though the development of a Downtown Transportation Station 
positioned adjacent to the rail corridor to accommodate future passenger rail service.  
This also makes it difficult to build City-owned facilities for all contractor-operated 
services (fixed route and paratransit), which results in a greater portion of the 
operating budget being allocated to infrastructure instead of revenue service hours 
to the public. 
 
 
 



Expenditures – PPRTA Budget 
In contrast to the City, the PPRTA allocates a fixed 1/10 of 1 percent sales tax to 
Transit Services.  This tax is collected in El Paso County, the City of Colorado 
Springs, Manitou Springs, and Green Mountain Falls.  In general, this revenue is for 
fixed-route and paratransit operations, and is dedicated as a match for the transit 
capital program.  In 2009, the approved budget was based on estimated revenue of 
$8,081,963.  The chart below shows the allocation of PPRTA funds to the 2009 
PPRTA expenditure budget.  FTA support for PPRTA funded Transit operations are 
again shown in red.  
 
PPRTA funds cannot be used to fund City staff.  To a small degree, PPRTA funds 
are used to retain temporary staff through agencies such as Manpower, Remedy, 
and Add Staff.  The PPRTA does not pay for transit staff required for the Transit 
Administration, Planning, Information Technology, Public Information, Contract 
Compliance, Finance, and Contracting functions.   
 

2009 PPRTA Expenditure Budget
$8,081,963

Operating Costs Subsidized by FTA Capital Funds
$720,000 

FTA Capital Cost of 
Contracting 8%

Fixed Route Fuel 13%

Fixed Route Bus Service 34%

FREX 8%

Paratransit Service 12%

Human Service Providers 4%

Administrative Expenses 6%

5307 Match  14%

RTA Add Staff  1%

 
 
In addition, the PPRTA, and, by default, MMT, benefit from the City’s status as a 
grantee of the FTA.  The City uses 80 percent FTA funds to acquire rolling stock for 
PPRTA-funded fixed route and paratransit services.  The PPRTA also benefits from 
the use of FTA funds to pay the cost of eligible maintenance expenses for rolling 
stock. 
 
The City and PPRTA each pay a portion of administrative overhead expenses.  In 
2009, the portion of the PPRTA budget (approximately 6 percent) allocated to 
administrative expenses is approximately $484,918.  The portion of the City’s budget 
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(approximately 5 percent) allocated to administrative expenses is approximately 
$509,266.   
 
The portion of administrative expenses paid by the City and PPRTA is currently 
determined based on the percentage of fixed route revenue service hours operated 
by each funding entity.  In 2009, at the time the original City and PPRTA budgets 
were approved, the allocation of fixed route hours was 50.75 percent City and 49.25 
percent PPRTA.   
 
The use of this variable to allocate expenditures is extremely cumbersome as 
service levels change due to situations such as a shortfall of revenue, increased fuel 
costs, and/or changing contract costs at different levels of service.  This keeps the 
entire budget in flux through the annual budgeting process. 
 
In addition, significant staff time is required over the course of each year to properly 
allocate these administrative expenses to the City and PPRTA.  Transit estimates 
that an average of 40 hours per week is spent by accounting, bookkeeping, and 
administrative staff processing approximately 70 invoices per month and providing 
backup documentation to City accounts payable to allow the PPRTA to be invoiced 
by the City for the PPRTA’s share of expenses.   
 
In addition, the current funding structure (and form of governance) requires the 
expenditure of significant staff time to: 
 
 Report to two different boards (PPRTA and City Council) 
 Report to two different citizen committees (Community Advisory Committee 

and Citizens Transportation Advisory Board) 
 Amend the $8 million PPRTA budget each time minor revisions to capital 

budget are required for small projects 
 
Revenue 
The primary source of revenue generated by Transit is fare revenue from the 
operation of fixed-route and paratransit services.  Fare revenue is allocated to the 
City and PPRTA based on fixed-route ridership on the buses operated by each 
service.  Revenue from the sales of bus passes, e-tickets, and paratransit services is 
allocated based on ridership on the fixed-route system.  Fare revenue to the City 
reduces the General Fund subsidy for transit operations.  Fare revenue received by 
the PPRTA is returned to Transit Services to enable the provision of additional 
services to the community. 
 
Advertising revenue from the sale of bus wraps, placards, and shelter and bus 
benches is received by the City, as this source of revenue to the City preceded 
creation of the PPRTA.   
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CITYWIDE INITIATIVES 
 
These are citywide initiatives that may be applicable across the City.  There are 
other initiatives, such as a work order system that may have broader applications 
across the City. 
 

CW01 Create a Citywide Office of Grants Management and Administration 
 
FY2009 Impact Not Available Five Year Impact Not Available 
Reoccurring/Non-
Reoccurring 

Reoccurring 
General Fund/Other 
Source/Both 

General Fund 

 
In its current state, grants are managed throughout various departments.  This 
includes:  

 
 Finding relevant grant opportunities 
 Developing relevant technical information 
 Submitting grant applications 
 Tracking submissions 
 Ensuring and reporting compliance to grantors 

 
These functions are completed by multiple departments.  In order to create greater 
economies of scale, it is recommended that the City consolidate these functions into 
one office.  This consolidation would allow for: 

 
 Additional grant applications, securing additional non-City funding 
 Discouraging duplication of competitive grant application efforts 
 Fostering cooperation and coordination among City departments 
 Providing policy makers and citizens with information on grant funds received 

and department competitive grant applications 
 
Examples of Offices of Grants Management in Other Cities: 
 
 Clarksville (TN) Office of Grants Management:  The mission of Clarksville’s 

Office of Grants Management is to enhance opportunities for revenues from 
outside local traditional resources that will relieve the burden on general 
government. The role of the Office includes: 
 
 Serving as an internal consultant for city departments, boards and 

commissions regarding potential outside funding resources 
 Preparing and submitting applications 
 Coordinating team-based grant applications 
 Serving as the Authorized Organizational Representative for on-line e-

business applications and a Point of Contact for grantor agencies 
 Providing centralized grants record maintenance 
 Filing periodic financial and performance reports with grant contracting 

agencies 
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 Processing requests to grantors for funding advances or 
reimbursement74 
 

 Minneapolis (MN) Office of Grants and Special Projects:  The Minneapolis 
Office of Grants and Special Projects is a division of Intergovernmental 
Relations under the City Coordinator’s Office. It provides leadership and 
direction to the City and its departments in the areas of grant seeking and 
management. The objectives of the Office are to: 
 
 Provide leadership and coordination to attract program revenues from 

multiple external funding sources 
 Provide administrative management of the Consolidated Plan  
 Provide technical assistance and training on grantor expectations, 

requirements and performance reporting 
 Locate funding sources for City priority programs (internal and 

external)75 
 

CW02 Increase the Role of the Citywide Special Events Committee 
 
FY2009 Impact $243,750 Five Year Impact $1,218,750 
Reoccurring/Non-
Reoccurring 

Reoccurring 
General Fund/Other 
Source/Both 

General Fund 

 
In its current state, the role of the Citywide Special Events Committee is to engage 
various City departments (Police, Fire, Parks, etc.) in determining the level of 
services required for major special events in the City.  According to Department 
staff, many of these events receive exemption for any costs incurred by the City for 
services provided.   
 

It is recommended that the City increase the role of the Special Events Committee to 
cover all events that require coordinated services, including the Administrative 
Prorate.  The committee will meet regularly to discuss upcoming events, the services 
required, and estimated costs to the City.  The Committee will then institute fees 
based on recovering 50 percent of costs incurred for public benefit events (e.g. 
social services, etc.) and 80 percent of costs for private groups.  Exemptions to 
these fees would require approval by the City Manager or the City Council.  In these 
cases, fees will fully recover the cost of implementing activities, minus any significant 
economic impact, such as the increase in tax revenues from major events. 
 

 
 
 
 
 
 
 
 
                                                 
74 http://www.cityofclarksville.com/finance/grants.php, February 18, 2009. 
75 http://www.ci.minneapolis.mn.us/grants/index.asp, February 18, 2009. 

http://www.ci.minneapolis.mn.us/city-coordinator/igr.asp
http://www.ci.minneapolis.mn.us/city-coordinator/igr.asp
http://www.ci.minneapolis.mn.us/city-coordinator/
http://www.ci.minneapolis.mn.us/grants/consolidated-plan.asp
http://www.ci.minneapolis.mn.us/grants/fundraising-tips.asp
http://www.ci.minneapolis.mn.us/grants/funding-opportunites.asp


The City of Carlsbad (CA) describes its cost recovery strategy as follows: 
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Step 2:  The Pyramid:  An Overview 
 

The Pyramid is a management tool utilized to articulate the 
level of benefit the Department's programs and services 
provide to the community we serve. The model allows for a 
logical determination of: core services, resource allocation, 
subsidy/cost recovery goals, and future fees and charges 
(Figure 1). 
 
Employing the Project Specific Vision, Mission, and Values, 
workshop participants endeavored to create a Cost Recovery 
Pyramid specific to the Department by sorting Categories of 
Service and placing them on varying levels of the Pyramid 
according to the Model Category Definitions. 
 

Source:  http://www.carlsbadca.gov/recreation/pyramid.html  

The City of Alexandria (VA) spends approximately $800,000 per year to support 
special events, of which it recovers approximately $175,000 (22 percent).  This cost 
includes the services of the following departments: 

 Parks & 
Recreation 

 Fire Department  General Services 

 Police Department  Environmental 
Services 

 Health 

 Transportation  Risk Management  
 

To develop an accurate estimate for cost recovery, the City first needs to determine 
the cost of special events in Colorado Springs.  PRCS estimates impacts in terms of 
rental fees exempted (approximately $20,000 per year), but not for overall impacts.  
In the absence of this data, the following impact assumes that costs in Colorado 
Springs are comparable to those of Alexandria (VA), minus the $150,000 for Police.  
Additionally, the impact assumes 50 percent cost recovery.  PFM used the following 
formula to calculate the fiscal impact: 
 

Annual cost to support special events ($800,000) – Annual Cost to Police ($150,000) 
*  

50% Cost Recovery, Discounted by 25% = $243,750 
 

 FY2009 FY2010 FY2011 FY2012 FY2013 Total 

Discounted 
% of 
Impact 

25% 25% 25% 25% 25% 25% 

Fiscal 
Impact 

$243,750 $243,750 $243,750 $243,750 $243,750 $1,218,750
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CW03  Increase Use of Volunteer Services 

FY2009 Impact To be Determined Five Year Impact To be Determined 
Reoccurring/Non-
Reoccurring 

Reoccurring 
General Fund/Other 
Source/Both 

Both 

 
To capitalize on the number of individuals willing to volunteer for the City, 
departments should focus on the coordination of these services in order to maximize 
savings: 
 

1. Every department should work to determine which jobs are appropriate for 
volunteer placement. 

2. Recruit volunteers from various local organizations and businesses. 
3. Place volunteers as needed and monitor their performance. 

 
The success of this program would be increased by the creation of mandatory 
service requirements by local high schools, along with linking volunteering to City 
employment. 
 

CW04 Implement a Comprehensive Asset Management Program 
 

FY2009 Impact To be Determined Five Year Impact To be Determined 
Reoccurring/Non-
Reoccurring 

Non-Reoccurring 
General Fund/Other 
Source/Both 

General Fund 

 
In order to allocate capital and operating funds to projects that prioritize the most 
needed projects, it is recommended that the City enhance its asset management 
program. 
 
An example of a program to enhance asset management is for roadway 
maintenance.  The current Pavement Management Application software establishes 
what work needs to be done, but is very time and data intensive.  An Automatic 
Road Analyzer (ARAN) will allow for a convenient video and still picture library of its 
streets that engineers and maintenance personnel can utilize for quick reference. 
ARANs can objectively identify and rate streets based on cracks, rutting, roughness, 
faulting, shoving, and transverse laser profiling.  In addition, ARANs can also be 
used to capture assets such as traffic signals, street lights, signs, trees, bridges, and 
measure height clearances on roadways.  This data will provide the critical 
backbone to a pavement management and asset management system needed to 
minimize the overall maintenance and capital costs needed to properly maintain a 
street grid system. 
 

CW05 Create an Integrated Citywide Work Order System in the Future 
 

FY2009 Impact To be Determined Five Year Impact To be Determined 
Reoccurring/Non-
Reoccurring 

Reoccurring 
General Fund/Other 
Source/Both 

To be Determined 

 
An integrated work order system can greatly enhance the efficiency of staff 
allocation, as well as allow for better performance management, as managers can 
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analyze the performance of their staff.  There are various work order systems, both 
specifically for departments or through 311 customer service platforms.  This system 
can be built on top of the current system(s) that the City already has in place.  The 
Committee would like to emphasize that this is a long term strategic option that 
should be implemented in some time in the future and that a source of funding 
should eventually be explored. 
 

CW06 Implement a Global User Fee Policy 
 
FY2009 Impact To be Determined Five Year Impact To be Determined 
Reoccurring/Non-
Reoccurring 

Reoccurring 
General Fund/Other 
Source/Both 

General Fund 

 
The City should make a concerted effort to explore a global user fee policy to ensure 
fees are evaluated in a consistent manner annually and develop a standard on how 
fees are charged. 

 
CW07 Continue to Pursue Citywide Innovations 

 
FY2009 Impact To be Determined Five Year Impact To be Determined 
Reoccurring/Non-
Reoccurring 

Reoccurring 
General Fund/Other 
Source/Both 

General Fund 

 
The City should continue to pursue citywide innovations, such as the Green Initiative 
Committee. 
 

CW08 Explore a System Similar to e-City Gov Alliance 
 
FY2009 Impact To be Determined Five Year Impact To be Determined 
Reoccurring/Non-
Reoccurring 

Reoccurring 
General Fund/Other 
Source/Both 

General Fund 

 
The Committee was presented with a case study from the 2007 finalist for 
Innovations in Government Awards, eCityGov Alliance in Bellevue, WA.  The 
Alliance provides a single source for information about services in each of the nine 
cities and towns in King County.  The Alliance also maintains four web sites that 
provide easy-to-access information about key government services.  The Committee 
would like to see the City of Colorado Springs explore the implementation of a 
similar regional system. 
 
 
 
 
 
 
 
 
 
 



  Page | 175 

Sustainable Funding Committee –  
Revenue Subcommittee 

Options Report 
 

30 July 2009 
 

 
 
 
Subcommittee Members:   

 
Christopher Juniper, Chair 
Tom Anderson  Randy Case   Glenn Gustafson 
Andy McElhany  Dave Mersman   Doug Stimple  
Terry Storm   Dan Stuart   Tom Zwirlein 
 

 
 
 
 



  Page | 176 

Table of Contents Revenue Subcommittee 
 
Introduction............................................................................................................................. 178 

Summary - SFC Revenue Source Options ....................................................................... 179 

Subcommittee Findings ...............................................................................................181 
Revenue System Qualities...........................................................................................182 
Economic Alignment ....................................................................................................182 
Volatility .......................................................................................................................184 
Regressivity .................................................................................................................188 
Balance........................................................................................................................189 
Revenue Proposal Qualities ........................................................................................190 
 
Gallagher Amendment Recommendation ....................................................................191 
 
1. New Taxes/Fees ...................................................................................................................192 

1.1.  Employment tax/fee .............................................................................................192 
 
1.2.  Vehicle registration fee for transportation expenditure purposes .........................193 
 
1.3.  Medical emergency response fee ........................................................................194 
 
2.  Extensions / Increases of Existing Taxes/Fees................................................................... 195 

2.1.  Increase lodging tax.............................................................................................196 
 
2.2.  Increase auto rental tax .......................................................................................196 
 
2.3.  Extend sales taxes on goods to services .............................................................197 
 
2.4.  Increase property tax ...........................................................................................198 
 
2.5.  Increase sales tax on alcohol...............................................................................199 
 
2.6.  Increase sales tax on restaurant purchases ........................................................200 
 
2.7.  Extend sales tax to cigarettes ..............................................................................200 
 
2.8.  Extend sales tax to cell phones............................................................................201 
 
3.  Reduction/Elimination of Existing Tax Exemptions ..............................................................201 

3.1.  Eliminate exemption of utility charges from sales tax...........................................202 
 
3.2.  Eliminate non-profit tax exemptions .....................................................................203 
 



  Page | 177 

4.  Revenue solutions not examined .........................................................................................203 

Appendix A:  Revenue Generation Overview............................................................................206 

Appendix B:  Quality Taxation...................................................................................................221 

Appendix C:  Transportation Utility Fee ....................................................................................224 

Appendix D:  Increasing the Lodging and Auto Rental Taxes...................................................227 

Appendix E: Expand Sales Taxes to Services ..........................................................................230 

Appendix F:  Increase Property Tax Rate .................................................................................235 

Appendix G: Differential Sales Tax Rates.................................................................................239 

Appendix H: Payments in Lieu of Taxes/Non-Profit Contribution..............................................240 

Appendix I:  Market-based Revenue Opportunities ..................................................................243 

Appendix J: Wireless Phone Tax ..............................................................................................245 

Appendix K:  Admissions Tax Extension...................................................................................248 

 
 
 
 
 
 

 
 
 
 
 
 
 
 
 



  Page | 178 

Introduction 
 
This summary of the work of the Revenue subcommittee reflects a process of: 
 

 Identifying revenue raising ideas used in US cities – largely through Public Financial 
Management Inc. (the City’s consultant) but also through the subcommittee’s ideas 

 Eliminating ideas not legally available in the State of Colorado at the present time 
and not forwarding ideas that do not, in the subcommittee’s eyes, merit further work 
by Council. 

 Voting on a scale of 1-5, with 5 meaning full agreement and 1 meaning full 
disagreement, on some of the qualities of the idea and whether City Council should 
pursue it in the short- or long-term.  It should be noted that a majority of the 
subcommittee voted on the qualities of the idea, whereas all members voted on the 
“pursue” or “don’t pursue” questions. 

 Discussion of the revenue raising idea at a meeting of the full SFC, at which votes 
were taken regarding whether the idea should be examined by Council. 

 
The Revenue subcommittee endorses the efforts of City Manager Culbreth-Graft to change 
budgeting procedures, including changing to a more sustainable process rather than relying 
on one-time fixes; the examination of privatization opportunities, the study of how to better 
manage special districts, and other initiatives. 
 

In-depth examinations of many of these ideas, primarily authored by PFM, are 
provided as appendices to this summary.  These analyses include specific 
discussions on (1) the impacts on citizens, businesses and developers; (2) tax 
policy; (3) equity; (4) reliability/sufficiency; (5) ease of adoption/administration; (6) 
economic efficiency; and (7) balanced/broad-based.  An overall review of the City’s 
revenue situation is provided in Appendix A. 
 
Revenue subcommittee members were invited to make individual comments on the 
proposals, which will be included in the final SFC report. 
 
The analysis of options by the Revenue subcommittee included analysis of whether 
new taxes or fees should be only citywide, or broader (countywide or region-wide).  
In all cases, the subcommittee believed that the new taxes or fees should be 
countywide or regional, the lowest score on a scale of 5 being 3.3 (for eliminating 
sales tax exemptions on residential energy utilities). 
 
A summary of the sustainable revenue ideas that were examined, including results 
of the SFC voting, is provided below.  The text sections 1 to 3 addressing the three 
types of revenue ideas include the results of the Revenue subcommittee’s qualitative 
assessment. 
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The SFC has submitted various options for further examination by City Council, most of 
which would require a ballot question at whatever point one or more might be selected for 
action. The summary of those options is below, from the SFC Revenue chapter: 
 

Revenue Proposal   City Finance / Legal:    Full SFC: 
    Est. 2010 Est. 2014 Requires  Council 
    Gross  Gross  Public  Should 
    Revenues Revenues Vote?  Examine 
    ($ millions) ($ millions)   (yea / nay) 
1. New Taxes/Fees 
1.1. Employment tax/fee $5/mo 12.7  13.5  Yes  9 / 5 
 

1.2. Vehicle registration fee 
 $10 per year  3.3  3.5  No 
 $20 per year  6.7  6.9  No 
 

1.3. Emergency response fee 
 

2. Extensions/Increases of Existing Taxes/Fees 
2.1. LART taxes – 2% Increase       9 / 4 
 Lodging Tax  3.0  3.6  Yes  
 Auto Rental Tax  0.7  0.7  Yes 
 

2.3. Extend Sales Tax to Services 16.0  19.4  Yes  6 / 6 
 

2.4. Increase Property Taxes 
 1 mill   4.4  5.1  Yes 
 5 mills   22.  25.7  Yes  9 / 3 
 

2.5. Increase Sales Tax on Alcohol 
 1% increase  3.5  3.8  Yes  9 / 3 
 2% increase  7.0  7.6  Yes  9 / 3 
 

2.6. 1% Special Sales Tax on 
 Restaurant Purchases 8.2  8.9  Yes  9 / 3 
  
2.7. Extend Sales Tax to Cigarettes  1.6  1.7  Yes  6 / 6 
 

2.8. Extend Sales Tax to Cell Phone 
 Services   0.9  1.0  Yes  9 / 4 
 

3. Eliminate Tax Exemptions 
3.1. Eliminate sales tax exemptions on utility charges by Springs Utilities  2 / 11 
 

3.1.1 Residential electricity / gas 6.2  8.1  Uncertain 
3.1.2 Industrial electricity / gas 0.6  0.6  Uncertain 
3.1.3 Residential & Commercial  
 Water  / Stormwater 3.8  6.0  Uncertain 
 
3.2. Eliminate non-profit sales tax exemptions for non-501(c)(3) entities  11 / 2 
 
3.2.1 Sales tax   10.8  11.7  Uncertain 
 
3.2.2 Construction – only sales tax 0.7  0.8  Uncertain 
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Subcommittee Findings 
The Revenue subcommittee received numerous facts about the City’s budget situation 
during the course of its work.  Below are some of the key findings, focused on findings 
related to defining the current problems with revenue collections by the City.  For further 
discussion, see the overview discussion by PFM in Appendix A. 
 
General revenue findings include the following: 
 

o Compared to ten other cities by PFM76, Colorado Springs (at $402) 
had the second lowest general fund tax revenue per capita in 2009 
budgets.  The lowest, Portland, OR (at $356), collects no sales taxes.  
The highest, Denver (at $1008), was approximately 2.5 times the level 
of Colorado Springs.   

 Compared to the average of all 11 cities (at $610), 
Colorado Springs collects about 1/3 less (dividing the 
$208 difference by $610 average).  

 
o A PFM comparison of revenue growth per capita from FY2005-07 with 

income growth per capita during calendar 2004-07 found that the City’s 
revenues grew 5.4% annually while income grew an average of 3.7% 
(median) to 3.9% (mean).   

 Comparing this trend to 8 other cities:  6 of the 8 also 
saw city revenues grow faster than per capita incomes; 
one was about the same and one lagged behind.  
 

 Both Colorado cities (Aurora and Denver) had a similar 
pattern to Colorado Springs of revenue growth exceeding 
per capita income growth, except that from 2007-2008, 
Colorado Springs experienced a 7.2% drop in per capita 
revenues collected, whereas Denver revenues increased 
1.8% and Aurora’s increased 2.8%.   

 
o The per capita taxes collected by the City have ranged from 1.3% to 

1.6% of per capita income since 1998. 
 

o Parks and recreation revenue earned per capita were compared to 10 
cities by PFM: 

 Colorado Springs at $50.33 collects the third highest – at 
16% below the highest (Ft. Collins at $58.64) 
 

 Colorado Springs collects 41% more than the average of 
all the cities analyzed ($29.47) 

 

                                                 
76 Albuquerque NM, Aurora CO, Austin TX, Denver CO, Fort Collins CO, Kansas City MO, Oklahoma City OK, 
Omaha NE, Portland OR, Westminster CO   
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o 2008 property taxes, at 4.9 mills, are approximately 40% less than the 
average of 8.1 mills of roughly comparable cities in Colorado (Aurora, 
Westminster, Fort Collins).   
 

o When the PPRTA sales tax of 1.0% is included with the existing City 
sales tax rate of 2.5%, the resulting 3.5% is nearly the same as the 
average of 3.53% of those three Colorado cities.  Denver’s property tax 
millage is far higher at 27.1 and its sales tax at 3.62% slightly higher 
than the average of the other Colorado cities. 
 

o Lodging and rental car taxes (LART) paid by tourists (which includes 
business travelers) in Colorado Springs are significantly lower than 
comparable cities.  The Colorado Springs rate of 2% Lodging tax is 
72% lower than the average of 7.2% of Aurora, Ft. Collins, Denver and 
Westminster and is 71% below the 6.9% average of 12 cities studied.  
Similarly the auto rental tax of 1% is 73% lower than the average of the 
four Colorado cities studied of 3.7%.  

Revenue System Qualities 
The key qualities of a City revenue system from a sustainability standpoint are  

(1) Economic Alignment 
(2) Volatility 
(3) Regressivity   
(4) Balance.   

 
These qualities are similar, though slightly different, from a list of “broad goals of good tax 
systems” according to the non-partisan Rockefeller Institute of Government:   

(1) Taxpayer equity or fairness (including regressivity) 
(2) Tax neutrality (not an influence on economic behavior)  
(3) Revenue adequacy   
(4) Low-cost administration and compliance.77  

 

Economic Alignment 
City revenues stem from economic wealth:  generated wealth in the form of income to pay 
for goods that are sales taxed, and retained or generated wealth in the form of real property 
taxes.  All are related to economic health. 
 
The City’s sustainable revenue strategy therefore depends on promoting economic activity.  
The City’s economic development strategy presently targets the following economic sectors 
for special focus – City revenue strategies should be in alignment with these 2009 Strategic 
Plan strategies (paraphrased):78 
 

                                                 
77 Donald J. Boyd, Nelson A. Rockefeller Institute of Government, State University of New York, “Stability and 
Volatility in New York’s Income Tax,” 12 March 2009, available at: 
http://www.rockinst.org/pdf/government_finance/2009-03-12-Testimony_NYS_Senate_Budget.pdf.   
 
78 City of Colorado Springs, 2009 Strategic Plan, at: 
http://www.springsgov.com/units/budget/2009/AppendixDStratPlan.pdf. 

http://www.rockinst.org/pdf/government_finance/2009-03-12-Testimony_NYS_Senate_Budget.pdf
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 Retail revitalization in targeted areas 
 Create economic activity in SE Colorado Springs (Airport real estate development 

strategy) 
 Recruit new primary employers (defined as selling products/services outside of the 

region) 
 Keep housing costs competitive (track median costs vs. median income) 
 Support tourism since it is vital to the City’s health 
 Support community arts, culture and recreation opportunities since they are 

important to business investment and citizens 
 
Businesses that are mobile (i.e. can locate facilities in numerous competing locales) look 
closely at the future prospects of the local governments that host specific business sites.  
Businesspeople innately respect great management – since it is the primary determinant of 
the sustainability of their own business.  When a business makes a facility location decision, 
it is buying the future of the community – not its past.  Thus, businesses want evidence of 
great management by a City government…i.e. that it is likely to maintain a stable business 
climate, attract quality workers and industry cluster suppliers, and avoid serious business 
disruptive problems (e.g. New Orleans flooded due to dike failures exacerbated by a 
hurricane).  A City’s economic alignment of its revenue sources is but one indicator of the 
quality of City management. 
 
Though local taxes are rarely a major cost factor for a business, a particularly high tax or 
otherwise unfair treatment of a particular industry can become a competitiveness factor.  For 
example, business “personal property tax” on equipment that a business needs is applied in 
some areas, and not in others.  Some businesses like semiconductor plants need to invest 
one million dollars or more in “business personal property” per job while others can invest as 
little as a $1000 laptop – creating a disparity in the business personal property taxes paid by 
the semiconductor plant of 1000% higher than the laptop-based business.  Yet the 
semiconductor plant does not necessarily demand any more City services per employee 
than the laptop business.   
 
This is but one example of how existing taxes are not necessarily aligned with City 
economic development strategies (assuming the City would like to achieve a diverse 
economy by supporting business investments with a big “business personal property” capital 
investment as well as those with little personal property investment) or fundamental tax 
fairness concepts. 
 

Businesses don’t necessarily want low taxes, per se; they (like most citizens) want 
reasonable taxes that represent a good value for their money – just as they want 
from any supplier of business services.  A study of state economic growth, as 
measured by workforce creation, entrepreneurial activity and patent creation found 
that five of the eleven worst performing states are among those with the lowest tax 
burden.  As noted by Tom Clark, Executive VP of the Metro Denver Economic 
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Development Corporation, “If low tax rates were the only factor, Wyoming would be 
the economic epi-center of the world.”79  
 
Existing tax exemption/abatement strategies presently support the City’s economic 
development strategies.  The City is able to exempt manufacturing businesses from 
business personal property tax, relieving extraordinary (uncompetitive) tax burdens in most 
cases. 
 
The State of Colorado’s Enterprise Zone program allows the hundreds of businesses in 
Colorado Springs (in the El Paso  County Enterprise Zone geographic area) to achieve state 
income tax credits related to primary job business expansion.  Industrial energy consumers 
are exempted from sales taxes on their utility bills. 
 
It appears that there are presently no City business taxes that are in serious misalignment 
with the City’s goals. 
 
However, a case can be made that the City is not explicitly supporting its economic 
development goals with tax or fee strategies.  One example is the Business Personal 
Property tax, which Council has the ability to eliminate.  Another example, property tax 
incentives on new property value created by rehabilitation of old buildings do not exist as 
they do in some communities (retail revitalization goal).  In one recent case, a high utility 
infrastructure charge on a new building was deemed at least partly responsible for loss of a 
major company office investment; the City did not have an existing structure to adjust the 
infrastructure charge out of consideration for the primary jobs being created.       
 
States are ranked according to their business tax climate by the Tax Foundation (there is 
not a comparable city ranking system).  Colorado placed 13th best in the US for 2009 in the 
State Business Climate Tax Index.  The Index is comprised of five sub indexes that are 
weighted (with corporate income tax receiving the highest weighting) for importance.  
Colorado ranked from sixth best to 19th best in these sub indexes. The author noted that if a 
state needs to offer “lucrative tax” incentives for business investments, it “is most likely 
covering for a woeful business tax climate…a far more effective approach is to 
systematically improve the business tax climate for the long-term…”80 
      

Volatility 
The Rockefeller Institute notes that, “When large budget gaps or surpluses appear or 
disappear suddenly, it forces governments to change plans rapidly.  This is bad because it 
creates uncertainty…  All else equal, a steady path is better than a zig-zaggy course that 
gets to the same place.” The Institute listed four ways for governments to deal with volatility:   

(1) Accept it but manage it – i.e. build up surpluses during good times and draw them                
       down during bad times;  

                                                 
79 Katherine Barrett and Richard Greene, “Growth & Taxes – Why outdated state tax systems undercut economic 
vitality, and what states can do about it,” Governing magazine, a publication of the Pew Center for States, 
January 2008, at: http://www.governing.com/article/staying-stable. 
80 Joshua Barro, Staff Economist, Tax Foundation, “2009 State Business Tax Climate Index,” November 2008, 
at: http://www.taxfoundation.org/files/bp58.pdf. 

http://www.governing.com/article/staying-stable
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(2) Accept it but hedge it through financial instruments (not yet available);  
(3) Accept volatility in individual tax sources but diversity; and  
(4) Structure individual tax sources to be less volatile.81 

 
Ideally a tax will adjust in synch with City expenses – which are not the same as expenses 
of the general population (citizens or businesses), or with economic cycles.   According to 
PFM, city expenses have increased faster than the consumer price index during the last 
several years (chart below).  PFM notes this is partly because governments are more labor 
intensive than other industries that are included in the overall Consumer Price Index.   
 
Another factor is the expenditure by governments on roadway construction and 
maintenance, where cost increases have exceeded general CPI rates.  In the US, the 
Federal government reports that through 2006, the highway construction price index was 
85% above 1987 levels in real dollars, whereas the Consumer Price Index was 77% higher.   
 
However, highway construction costs are somewhat localized, and Colorado highway 
construction costs leapt from 68% higher than 1987 in 2004 to 155% higher in 2005, and 
231% higher in 2008 prior to declining in 2009 back to 2005 levels – meaning that Colorado 
costs have been dramatically higher than the CPI since 2005.82 
 

 
Year    Annual Growth Rate   State/Local Government
    Consumer Price Index  Implicit Price Deflator  
          (PFM) 
2003    2.3%     4.7% 
2004    2.7%     2.8% 
2005    3.4%     5.9% 
2006    3.2%     6.3% 
2007    2.9%     5.2% 
2008    4.0% (first 6 mos)   6.2% 
 
Accumulated 2002-2008 20%     35% 

 
As noted above, the City’s revenues per capita dipped more than 7% from 2007-2008 while 
Denver and Aurora revenues per capita increased.  The reason can only be guessed since 
basic tax structures are fairly similar as shown below: 
 
City  Property Tax  Sales Tax  Other Significant Taxes_______ 
  Rate (mils)  Rate  Head Taxes  Tourism 
Denver  27.119   3.62%  $9.75/mo             10.75% lodging 
          7.25% Auto rental 
         

                                                 
81 Donald J. Boyd, Rockefeller Institute, op.cit. 
82 Federal figures provided by US Department of Transportation.  State figures provided by State of Washington 
study of highway construction costs, updated July 2009, at: 
http://www.wsdot.wa.gov/biz/construction/CostIndex/pdf/CostIndexData.pdf. 



City  Property Tax  Sales Tax Other Significant Taxes 
  Rate (mils)  Rate  Head Taxes  Tourism 
Aurora  10.876   3.75%  $2.00/mo  8% Lodging 
          3.75% Auto rental 

 
Colo Spgs   4.94   3.5%  N/A   2% Lodging 
          1% Auto rental 
           
However, the economy of Colorado Springs, which is subject to greater changes from 
military location decisions and deployments than most municipalities, may be a factor in 
behind the City’s greater volatility of sales taxes.   This requires further study. 
 
A national study of state tax systems (examining volatility from 1986 to 2005) found 
Colorado among the least volatile states. The study found that of five states that relied on 
sales tax for more than 50 percent of state tax revenues, four were among the least volatile 
State systems (Washington, the most reliant on sales taxes, was the least volatile of all 
states).83 
 
How volatile are the existing sales taxes on most goods purchased in Colorado Springs and 
property taxes?  Since the City’s service requirements are primarily determined by its 
population (aside from changes in public policy), volatility is measured here in terms of 
sales/use taxes collected compared to population growth and inflation (growth of consumer 
price index).   
 
Volatility can be estimated by examining the variance in tax revenues with the drivers of tax 
revenues.  In the example of a city government, the fundamental drivers are population 
growth and income and property value growth.  Growth of the costs of living is a reasonable 
surrogate for income growth since sales and use tax revenues directly reflect inflation or 
deflation of what is sales taxed.   In other words, sales tax revenues can be expected to 
approximate the growth of population plus the consumer price index combined, shown in the 
far right column below. 
 
The data for the City of Colorado Springs from 2000-2008 is shown in the following chart.  
Below the annual growth rates for each year is the accumulated growth from 2000-2008, 
and then 2000-2007 (which shows the situation prior to the recession of 2008).  The data 
demonstrate that the City’s sales tax collections grew 36.5% from 2000-2007, paralleling the 
growth of the City’s population and the US consumer price index, which grew a combined 
31% during the same period.  However, during the recession year of 2008, sales taxes 
dropped 27% back to the level of 2000 while the combined population and CPI rate 
increased to 38% above 2000. 
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83 Katherine Barrett and Richard Greene, “Growth & Taxes – Why outdated state tax systems undercut economic 
vitality, and what states can do about it,” Governing magazine, a publication of the Pew Center for States, 
January 2008, at: http://www.governing.com/article/staying-stable. 
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Property tax revenues would not be tied to the consumer price index except very indirectly.  The chart shows that by the end of 2007, 
property taxes had increased 20.5% since 2000 – running ahead of the population growth of 9.2%.  With the 14% growth in property tax 
revenues in 2008, this difference became greater as property taxes were 37.3% ahead of 2000 levels while population was 11.2% higher. 
 
Year   City Population  City Tax Growth Rates   US CPI  Combined 
   Growth Rate  Sales   Property  Growth Rate84  Pop + CPI 
               Growth Rate 
 
2001   2.6%   0.3%   2.4%   2.8%   5.4% 
 
2002   1.0%   13.9%   6.5%   1.6%   2.6% 
 
2003   0.9%   1.0%   2.2%   2.3%   3.2% 
 
2004   0.8%   8.1%   -3.2%   2.7%   3.5% 
 
2005   1.3%   2.9%   1.7%   3.4%   4.7% 
 
2006   1.4%   3.1%   7.7%   3.2%   4.6% 
 
2007   0.8%   3.2%   2.0%   2.8%   3.6% 
 
2008   1.8%   (26.8%)  14%   3.8%   5.6% 
 
Total 2000-2008 11.2%   (0.1%)   37.3%   24.9%   38.4% 
 
Total 2000-2007 9.2%   36.5%   20.5%   20.4%   31.0% 
 

 

                                                 
84 US Bureau of Labor Statistics, at: ftp://ftp.bls.gov/pub/special.requests/cpi/cpiai.txt. 
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Whether this recent history demonstrates that the City’s sales/use taxes and property 
taxes are overly volatile or not is a matter of opinion.  It is likely that time lags between 
economic events and tax collections are an important factor in interpreting this data – for 
example it is likely that the recession of 2008 will be immediately reflected in sales tax 
receipts, as shown by the nearly 27% drop from 2007-2008, but that any decreases in 
property taxes will arrive later.   
 
A study by the State of Colorado Department of Local Affairs of real (inflation-adjusted to 
1994 benchmark) tax collections per capita by the City of Colorado Springs from 1988 to 
2007 found that it varied by only 20%, with the low being $277 per year and the high 
being $343 per year.  The last five years from 2003-2007 were remarkably stable, 
ranging only from $316 to $334.  The State’s study also compared per capita taxes to 
per capita income, finding that the range was 1.24% to 1.64%; the latest year available, 
2007, was 1.3%.85  
 
Some sales tax declines in the City can be attributed to sales tax collectors moving or 
locating beyond city limits.  Whether these location decisions are due to perceived or 
real difficulties with real estate development processes in the City is a matter of debate; 
experiences of SFC members can be characterized as development being easier in El 
Paso County, but not necessarily easier in other municipalities.   
 
The City’s “Rapid Response Team” housed in the Economic Development department is 
set up to expedite development permits in order to mitigate this problem.  However, the 
City does not have incentives that can influence sales tax collecting businesses to locate 
within city limits, nor to explicitly promote the retail revitalization strategic goal.  The SFC 
unanimously recommends to Council that it continue to enhance business and real 
estate development procedures, including adoption of best practices, in order to avoid 
pushing businesses out of the City.   
 
It is also suggested that the City try to collaborate with regional municipalities on 
developing common practices that might reduce uncertainty and development costs. 
 

Regressivity 
Are City of Colorado Springs taxes regressive?  Regressive means that people of 
lower incomes pay a higher percentage of their income in taxes than wealthier 
people. No study has been done that accurately answers this question for the 
City of Colorado Springs. 
 
The organization Citizens for Tax Justice performed comprehensive analyses of 
how much of state taxes collected are paid by people in different income classes 
for tax years 1996 and 2002.  Net totals were adjusted for the federal deduction 
offset applicable to property taxes.  Findings, summarized below, are that 
Colorado is a fairly regressive state in that people in the top 20% of income for 
the state are paying 5-6% of their annual income in state taxes, whereas people 
in the lowest 20% of income are paying 10% of their annual income.  Of the 10% 
                                                 
85 Colorado Department of Local Affairs, Demography Section, accessed July 2009.  
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of income paid by the lowest income 20%, 6% are sales and excise taxes, 3% 
are property taxes and 1% is income tax.  For the highest income bracket of the 
top 80-100% of income earners, sales and excise taxes represent 1-2% of 
income, property taxes 1.5-2.0% and income taxes 3.5-4.5%. 
 
Colorado % of Annual income paid in taxes after Federal deduction offset for 
property taxes - by income group 
  Lowest 20%  Middle 20%  Top 20%* 
1996  9.9%   8.4%   6.6 – 5.6 – 5.1% 
2002  9.9%   8.7%   6.8 – 5.3 – 4.4% 
*Shown as 80-95th% - 95-99th% - 99-100th%   
(Source:  Citizens for Tax Justice, www.ctj.org) 

 
These findings indicate that any local government that relies on sales taxes 
ahead of property taxes or income taxes is likely to be a more regressive tax 
system than a government that does not.  In Colorado Springs, the City is unable 
to establish income taxes by Colorado law.  The City’s revenues from its citizens 
are obtained through sales taxes on goods sold in the city or used by City 
residents (namely automobile sales taxes), property taxes and fees for services.  
The low property tax rate compared to other Colorado cities indicates that 
Colorado Springs would be likely found more regressive than other Colorado 
cities if a study were to be done. 
 
The Tax Foundation states that there is no consensus as to whether property 
taxes are regressive, progressive or neutral.86 
 

Balance 
Balance is related to volatility in that a balanced revenue system will be less volatile.  But 
balance also concerns issues such as taxation of income vs. consumption vs. existing 
wealth.   
 
The City traditionally reports taxes and fees as a percentage of its general fund.  
However, its general fund includes about 1/3 “other revenues” that are not from City 
sources, namely intergovernmental transfers.  The SFC believes that from the 
perspective of balance, Council should examine its taxes and fees in the context of its 
own revenues, separately from “other revenues” that are structured beyond Council’s 
control. 
 
The chart below shows sales/use taxes and property taxes as a percentage of the City’s 
General Fund (including “other revenues” and as a percentage of City taxes and fees for 
2008, 2009 and projected for 2010.   

                                                 
86 Tax Foundation, Tax Policy Blog, Property Taxes, at: http://www.taxfoundation.org/blog/topic/89.html. 
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Fiscal Year  Sales/Use Taxes   Property Taxes__________  
   % of General Fund (GF) % of Total City  % of GF 
 % of Total City     Taxes and Fees 
 Taxes and Fees      
2008 (actual)   52%    67%   10% 
 13% 
 
2009 (projected)  50%    65%   10% 
 14% 
 
2010 (projected)  49%    62%   11% 
 15% 
 

 
Whether this is a good balance for the City is a matter of opinion.  As noted in PFM’s 
2009 budget analysis, three comparable cities have both a sales tax and a property tax 
for general funds – their percentage of general fund revenues from property taxes are 
34% (Austin, TX), 11% (Kansas City) and 23% (Omaha).  The comparable city analysis 
found that Colorado Springs collects the second highest of any city that also has a 
property tax as a percentage of taxes expected in 2009 (listed in order of sales tax %):   
 
City    2009 Budget – Total Taxes 
    Sales/Use Tax %  Property Tax % 
 
Westminster   87%    6% 
Colorado Springs  83%    15% 
Aurora    79%    13% 
Fort Collins   77%    20% 
Denver    76%    11% 
Omaha   55%    27% 
Austin    43%    56% 
Kansas City     7%    14%   

(Kansas City Earnings tax provides 53%; Utility tax provides 26%) 

Revenue Proposal Qualities 
Early in its work, the subcommittee explored qualities of government revenue 
sources in hopes of guiding City Council towards wisdom in its selections (see 
Appendix B).  With PFM’s help, several such lists of qualities were examined, but 
a definitive list of qualities was not voted upon, nor therefore prioritized.  The 
subcommittee urges Council to establish its own list of important qualities by 
which to judge the merits, especially the equity and sustainability, of new revenue 
proposals, and then apply principled thinking to its choices.   
 
The sustainable revenue proposal summaries below offer brief discussions of 
two important qualities of these tax/fee proposals: (1) whether they are 
“sustainable” for the City, and (2) whether they are likely regressive.   
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A regressive tax results in a higher percentage of a low-income taxpayers’ 
income being collected than a high-income taxpayer (whether individuals or 
businesses).  Most all tax systems can be adjusted to be more or less regressive 
via specific provisions that protect from regressivity, such as tax exemptions for 
lower-income taxpayers.  Flat tax rates are generally regressive unless the tax 
specifically aims behaviors only conducted by higher income taxpayers. 

Gallagher Amendment Recommendation 
The SFC strongly and unanimously recommends that the City of Colorado 
Springs collaborate with other Colorado local governments to address property 
tax assessment value inequities between residential and commercial properties 
resulting from the 1982 “Gallagher Amendment” to the Colorado constitution. We 
suggest that the ratio between residential and commercial properties be revised, 
and authority for periodic revision be incorporated in the provision.   
 
Property tax mill levies are applied to the “assessment value” of the property, 
which is a fraction of its assessed market value.  Prior to the Gallagher 
Amendment, the assessment value of residential properties was 30%.  As a 
result of the Gallagher Amendment’s cap of statewide property taxes at a ratio of 
45% residential and 55% commercial, which was the approximate ratio in 1982, 
the assessment value of a residential property has declined to ~8% from 30%, 
while the value for commercial properties remains at 29%.   
 
This means that any property tax mill levy increase will have a much stronger 
impact on a commercial property than a residential property.  For example, if the 
City’s mill levy (for its general fund) increased 5 mils (approximately doubling), a 
commercial property valued at $100,000 would pay an additional $145 per year, 
but a residential property of the same value would pay an additional $40.  In the 
view of the SFC, this represents excessive taxation on commercial properties 
compared to residential properties.87   

                                                 
87 Figures from State of Colorado, Department of Local Affairs Division of Property Taxation, Annual Report 
2008. Available at 
http://dola.colorado.gov/dpt/publications/docs/2008_annual_report/Res%20Assess%20Rate_2008AnnualRe
portFinal060509.pdf.  Since the passage of the Gallagher Amendment the residential assessment value 
percentage has steadily declined from 30% to the present 8% because it is adjusted each year to ensure 
that collectively residential properties do not pay more than 45% of the total property taxes collected by the 
State’s local governments.  For a more thorough explanation of the Gallagher Amendment, see 
http://www.coloradobudget.com/gallagher_101.cfm.  

http://www.coloradobudget.com/gallagher_101.cfm
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1. New Taxes/Fees 

1.1. Employment tax/fee 
Dozens of cities around the US obtain revenues from either employers, 
employees, or both.  In Colorado, Denver levies an “occupational privilege” tax 
that totals $9.75 per month for each employee, of which $5.75 is paid by the 
employee and $4 by the employer.  The City and County of Denver expects to 
receive $43 million through these two taxes in 2009.88 
 
Elsewhere in Colorado: 

 The City of Sheridan has a $3 per month occupational privilege tax.   
 The City of Aurora has an occupational privilege tax of $2 paid by employees and 

$2 paid by employers per month. 
 The City of Glendale has a $5 per month tax paid by employees. 

 
A version of a “head” tax – a $150 per semester tax specifically on college 
students – has been proposed by the mayor of Providence, RI since in his 
opinion; other forms of revenues from students do not cover the costs of services 
provided by the city.89 
 
The Revenue subcommittee chose to vote on a proposal to generate $5 per 
employee per month.  The proposal does not specify whether the revenues 
would be paid by the businesses that create the employment, or the people 
employed (presumably collected by the employing business through payroll 
processes). 
 
This proposal is estimated to raise approximately $12.7 million in 2010, with 
revenues growing approximately 1.6% per year to $13.5 million in 2014. 
 
Council should include in any examination of this option an estimate of the 
amount of revenues that would be collected from City vs. non-City residents.  
The estimate can be informed by the experience of similar situations elsewhere. 
If the tax affects both employees and people engaged in self-employment, it can 
reasonably be expected to be a sustainable source of funding for city 
government unless it contributes to businesses locating outside city limits.  If the 
tax was entirely paid by employees, it is difficult to imagine that the collection of 
the tax through payroll processes would have a sufficiently negative effect on 
businesses to affect locational decision-making. 
 
As a flat tax regardless of business or employee income, it can be expected to be 
a regressive tax among those who pay it, although it would not be paid by people 

                                                 
88 See tax explanation by City of Denver at 
http://www.denvergov.org/Portals/571/documents/TaxGuide/Occupational%20Privilege%20Tax.htm.  
Budget estimates are at: 
http://www.denvergov.org/Portals/9/documents/2009FinalBudget_December_Summary.pdf. 
89 See Mark Robyn, “Mayor Proposes a College Attendance Head Tax in Rhode Island,” 14 May 2009, at: 
http://www.taxfoundation.org/blog/show/24708.html. 

http://www.denvergov.org/Portals/571/documents/TaxGuide/Occupational%20Privilege%20Tax.htm
http://www.denvergov.org/Portals/9/documents/2009FinalBudget_December_Summary.pdf
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who are unemployed or not self-employed – exempting retirees and people 
unable to work.   
 
The results of the Revenue subcommittee’s assessment of this idea are:  
 Is it good taxing strategy/policy?  Average score:  3.4 
 Does it have important negative economic effects?  Average score: 3.3 
 Does it have important positive quality of life effects?  Average score: 2.7 
 If adopted, should it be countywide/regional?  Average score: 4.3 
 Pursue in the short-run?  Average score:  2.9 
 Pursue in the long-run?  Average score:  3.2 
 
PFM recommends that for the revenue predictions on this tax, some discounting 
of first year’s collections occur since compliance may not be 100%.   
 
A quorum of the full SFC voted 9-5 to submit to Council for examination. 

1.2. Vehicle registration fee for transportation expenditure purposes 
Charging auto owners an additional annual cost beyond existing City “Specific 
Ownership Tax” revenues from auto registration could be handled two ways:  a 
tax on auto ownership with proceeds to the City’s general fund, or a registration 
fee that is a fee by virtue of being specifically routed to the City’s transportation 
service liabilities, and not covering all of the needs.  The subcommittee has 
chosen to evaluate a fee dedicated to transportation purposes of either $10 per 
year or $20 per year. 
 
The subcommittee was presented with a report from City staff indicating that 
transportation revenue requirements to meet the City’s goal of its roadways 
achieving a quality of “7” on a scale of 1-10 are far beyond existing City funding 
availability.  Specifically, City engineering staff identified approximately (i.e. within 
+/- 10%) $125 million in “critical backlog” that might best be addressed through 
additional expenditures of $25 million per year the next five years.  This concept 
of “critical backlog” refers to deferred maintenance that if not addressed will be 
much more expensive in future years. 
 
The additional backlog of roadway maintenance plus ongoing maintenance is 
estimated at approximately $24 million per year.   
 
Total spending for 2009 is approximately $12 million per year compared to these 
needs of approximately $49 million per year.90 
 
This source of revenue would be sustainable to the City unless auto ownership 
per capita declines in the future, which would be contrary to past trends; this 
trend reversal is a possibility if carless mobility systems are built in the region 
such that people feel able to achieve their mobility goals without a personal 
vehicle.  Presently, such goals exist for the USAG Fort Carson but are not 

                                                 
90 City of Colorado Springs Street Division, “Roadway & Concrete Maintenance Programs,” provided to the 
SFC Revenue subcommittee 1 July 2009. 
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contemplated by City, county or regional transportation plans nor are facilitated 
by existing and expected future land-use patterns. 
 
As a flat rather than progressive fee, this revenue source would likely be 
regressive unless people of lower incomes were able to achieve a quality of life 
without a personal vehicle and chose to do so.  US transportation expenditure 
statistics show that people of all income classes spend 16-19% of their gross 
income on transportation, with average monthly amounts ranging from 
approximately $250 per month for the lowest income earning families to nearly 
$1000 per month for upper-income earners. 
 
The results of the Revenue subcommittee’s assessment of the $10 per year auto 
registration fee are:  
 Is it good taxing strategy/policy?  Average score:  4.6 
 Does it have important negative economic effects?  Average score:  1.4 
 Does it have important positive quality of life effects?  Average score:  3.1 
 If adopted, should it be countywide/regional?  Average score:  4.9 
 Pursue in the short-run?  Average score:  4.0 
 Pursue in the long-run?  Average score: 4.3 
  
The results of the Revenue subcommittee’s assessment of the $20 per year auto 
registration fee are:  
 Is it good taxing strategy/policy?  Average score:  4.6 
 Does it have important negative economic effects?  Average score:  1.6 
 Does it have important positive quality of life effects?  Average score:  3.1 
 If adopted, should it be countywide/regional?  Average score:  4.9 
 Pursue in the short-run?  Average score:  3.8 
 Pursue in the long-run?  Average score:  4.1 
  
Please see Appendix C, for further discussion by Public Financial Management. 
A quorum of the full SFC voted 10-3 to submit to Council for examination. 

1.3. Medical emergency response fee 
A number of local governments that provide emergency medical response 
services are now billing customers for the services, including small volunteer fire 
departments elsewhere in Colorado. 
 
Presently, when a citizen calls 911 for a medical emergency, the City Fire 
Department provides first response, which may result in their providing Advanced 
Life Support (ALS) or other services.  A joint City-County agency, the El Paso 
County Emergency Services Agency contracts with AMR to provide ground 
emergency ambulance transport of a patient to medical facilities.  This system is 
based on a long-term (5 year) contract.  (AMR restocks Fire Department 
emergency medical supplies at the incident as part of the contract, somewhat 
reducing Fire Department costs).   
 
AMR presently bills patients for the costs of their services.  AMR’s base rate for 
an ALS transport is $622.82 per transport.  Under a model considered during the 
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ESA’s recent contracting process, but not implemented, the Fire Department 
could have received $25 reimbursement from AMR for some of the costs of the 
Fire Department’s ALS response.  If implemented, such reimbursement might 
have increased the patient’s bills from AMR (but may or may not be more than 
the costs of the Fire Department billing for its first response). 
 
This proposal for the City to collect reimbursement of Fire Department costs to 
the maximum extent is specific to medical emergency response; the 
subcommittee expects that the vast majority of fees collected would be paid by 
insurance of the patients. 
 
This revenue source would be a sustainable funding source for the City unless 
the City structures the fees to not keep up with costs of service over time.  
Presumably if the City chooses to stop providing medical emergency services 
(upon the renegotiation of ESA’s contract with AMR), City expenses would 
decline once the City’s investment in this capability was reduced. 
 
Concerning regressivity, the fees would not likely be set to correspond to the 
income of the victims, and thus would act like a flat tax – i.e. mostly likely 
regressive and paid more by lower income families, especially if those families 
have less insurance protection from such fees and/or have greater numbers of 
medical emergencies per capita for any set of reasons.  It is possible that billing 
for City medical response services could increase insurance rates for City 
residents, offsetting total savings to citizens, which may have regressive effects.  
Note that like other medical services, AMR is often not compensated for its 
response charges by people without insurance coverage. 
 
The results of the Revenue subcommittee’s assessment of this idea are:  
 Is it good taxing strategy/policy?  Average score:  4.0 
 Does it have important negative economic effects?  Average score:  2.4 
 Does it have important positive quality of life effects?  Average score:  2.7 
 If adopted, should it be countywide/regional?  Average score:  3.7 
 Pursue in the short-run?  Average score:  3.9 
 Pursue in the long-run?  Average score: 4.0 
   
A quorum of the full SFC did not vote on this proposal because of the remaining 
uncertainties about its sustainable revenue contributions as of the close of the 
SFC’s work.  For more information, see the extensive Colorado Springs Fire 
Department section of the Services subcommittee report. 

2.  Extensions / Increases of Existing Taxes/Fees 
This section explores ideas that extend the scope of an existing City tax or fee – 
such as extending sales taxes on goods purchased in the City to services 
purchased in the city – or ideas regarding an increase in existing tax rates. 
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2.1. Increase lodging tax 
The City presently collects a 2% tax on lodging revenues in the City, of which 
two-thirds is directed to the Colorado Springs Convention and Visitors Bureau. 
 
This proposal is for an additional 2% lodging tax, bringing the total rate to 4%.  
Included in the proposal is the restriction 2/3 of the total LART taxes (see auto 
rental tax in section 3.2) be directed to the Convention and Visitors Bureau, 
capped $3.5 million per year, with 100% of revenues beyond the cap directed to 
the City’s general fund.   With this provision, this proposal is expected to raise 
approximately $3 million for the general fund in 2010, growing an estimated 5% 
per year to $3.6 million by 2014. 
 
To the extent the Lodger’s tax rate does not discourage City-based lodging 
purchases, and people continue to travel to Colorado Springs, this is a 
sustainable funding source.   This increase if enacted would make Colorado 
Springs lodging businesses 2% more expensive for travelers than nearby 
communities, but still less expensive than other Colorado communities. 
 
As a flat tax, it would tend to be regressive, but since lower income people can 
self-select for less expensive lodging options, it is not likely to be very regressive. 
 
The results of the Revenue subcommittee’s assessment of this idea are:  
 Is it good taxing strategy/policy?  Average score:  4.4 
 Does it have important negative economic effects?  Average score:  2.4 
 Does it have important positive quality of life effects?  Average score:  2.4 
 If adopted, should it be countywide/regional?  Average score:  4.0 
 Pursue in the short-run?  Average score:  4.2 
 Pursue in the long-run?  Average score:  4.7 
  
Please see Appendix D, the discussion by Public Financial Management of this 
proposal. 
 
A quorum of the full SFC voted 9-4 to submit to Council for examination. 

2.2. Increase auto rental tax 
The City assesses a 1% tax on auto rentals.  This proposal is to increase the 
auto rental tax to 3% per year.  Together with the lodging tax (section 3.1 – called 
the LART taxes together), this tax is provided completely to the Convention and 
Visitors Bureau. 
 
This proposal (as described in 3.1) is for revenues for the Convention and 
Visitors Bureau to be capped at $3.5 million per year, with the additional LART 
revenues received being directed to the City’s general fund. With this provision, 
this tax increase is expected to raise approximately $0.7 million for the general 
fund in 2010, growing an estimated 0.12% per year to $0.72 million by 2014. 
 
The auto rental tax may be paid more by local residents than the lodging tax, 
depending on frequency of local auto rentals.  If car sharing systems, now 
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growing in major cities in the US, are developed in Colorado Springs or El Paso 
County, and car sharing is subject to this tax, a greater percentage of revenues 
would be derived from local residents that are renting autos instead of owning 
them.   
 
The sustainability of this funding source depends on the future of the auto-relate 
travel market in Colorado Springs – both business travel and tourism.  As with 
the lodging tax, consumers have a choice regarding the costs of auto rentals, 
plus most business travel is paid by employers – so this is not a very regressive 
tax despite being a flat rate tax. 
 
The results of the Revenue subcommittee’s assessment of this idea are:  
 Is it good taxing strategy/policy?  Average score:  4.7 
 Does it have important negative economic effects?  Average score:  1.7 
 Does it have important positive quality of life effects?  Average score:  2.4 
 If adopted, should it be countywide/regional?  Average score:  4.0 
 Pursue in the short-run?  Average score:  4.7 
 Pursue in the long-run?  Average score:   4.8 
  
Please see Appendix D, the discussion by Public Financial Management of this 
proposal. 
 
A quorum of the full SFC voted 9-4 to submit to Council for examination. 

2.3. Extend sales taxes on goods to services 
The City is reliant on sales taxes on (1) goods purchased within the city plus (2) 
automobiles purchased anywhere in the world by residents of Colorado Springs 
for approximately 54% of its general fund revenues.   
 
For approximately the last 50 years, US spending on goods (including 
automobiles) as a percentage total income has been declining, making this a less 
sustainable source of revenues per person than other forms of taxation.  What 
was a 65/35 split of goods and services, spending in the 1950s have become the 
opposite:  a 35/65% split – with untaxed services now representing 65% of each 
dollar spent on goods or services.  Locally, in real (inflation-adjusted) dollars, the 
City’s sales tax base has shrunk by 17% since 1999.91 
 
Some states like New Mexico have historically taxed services in addition to 
goods; many other US governments are now examining the possibility of 
extending sales taxes to services.  For more detail, see the Public Financial 
Management discussion of sales taxes on services in Appendix E. 
 
This proposal is to generally extend City sales taxes to services purchased by 
the general public, not businesses.  A list of such taxes is provided in Appendix 
E.  Council has the ability to pick and choose which services would be subject to 
sales tax. 
 
                                                 
91 Fred Crowley, Southern Colorado Economic Forum, UCCS, public presentation 14 July 2009. 
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This tax can be a sustainable source of funding if US spending on services 
continues to grow with per capita income, and per capita income continues to 
grow.   As a flat tax it can be a regressive tax, especially if people with lower 
incomes must use the taxes services to meet basic necessities.  On the other 
hand, if the taxed services are largely optional to basic living, this taxing strategy 
can be less regressive than sales taxes on goods only, though perhaps more 
volatile since such spending can be more readily reduced during difficult 
economic times. 
 
The results of the Revenue subcommittee’s assessment of this idea are:  
 Is it good taxing strategy/policy?  Average score:  3.4 
 Does it have important negative economic effects?  Average score:  2.6 
 Does it have important positive quality of life effects?  Average score:  3.3 
 If adopted, should it be countywide/regional?  Average score:  4.3 
 Pursue in the short-run?  Average score:  2.2 
 Pursue in the long-run?  Average score:  2.7 
  
A quorum of the full SFC voted 6-6 not to submit to Council for examination. 

2.4. Increase property tax 
The City of Colorado Springs receives approximately $22 million in annual 
revenues from a 5 mill (precisely 4.944) levy on property, about 9.3% of general 
fund revenues.  The total property valuation in the City in 2007 was 
approximately $12,000 per capita, resulting in annual property taxes of 
approximately $60 per person (including commercial properties).  
 
Due to the proliferation of special utility districts, some property owners pay up to 
an additional 10 mills to each special district to which their property is subject (up 
to 20 mills in Banning Lewis Ranch developments). 
 
The subcommittee examined two proposals – a 1 mill increase and a 5 mill 
increase.  It is estimated that for each 1 mill increase, approximately $4.4 to 4.6 
million additional revenues would be received in 2010, increasing to 
approximately $5.1 to 5.6 million by 2014 if property values grow 4% per year.  
The 5 mill increase would generate an additional ~$22 to 23.9 million in 2010, 
increasing to approximately $25.7 to 26.9 million by 2014. 
 
Property taxes are taxes on wealth, whereas sales taxes are taxes on 
consumption, which is a function of ongoing necessity and/or income.   
Compared to nine other Colorado cities, the Colorado Springs property tax rate is 
lower than all but three (see Appendix F.) 
 
The results of the Revenue subcommittee’s assessment of the 1 mil increase in 
property tax idea are:  
 Is it good taxing strategy/policy?  Average score:  4.4 
 Does it have important negative economic effects?  Average score:  2.6 
 Does it have important positive quality of life effects?  Average score:  3.0 
 If adopted, should it be countywide/regional?  Average score:  3.6 
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 Pursue in the short-run?  Average score:  3.0 
 Pursue in the long-run?  Average score:  3.6 
  
The results of the Revenue subcommittee’s assessment of the 5 mil increase in 
property tax idea are:  
 Is it good taxing strategy/policy?  Average score:  4.4 
 Does it have important negative economic effects?  Average score:  2.6 
 Does it have important positive quality of life effects?  Average score:  3.0 
 If adopted, should it be countywide/regional?  Average score:  3.6 
 Pursue in the short-run?  Average score:  3.6 
 Pursue in the long-run?  Average score:  4.1 
  
See Appendix F for a discussion of this proposal by Public Financial 
Management. 
 
A quorum of the full SFC voted 9-4 to submit to Council for examination. 

2.5. Increase sales tax on alcohol 
Increased sales taxes on alcohol, restaurant purchases and cigarettes are 
categorized as “differential” sales taxes, since a particular item is subject to a 
different sales tax rate than other sales taxable items. 
 
The City presently levies its standard 2.5% sales tax on alcohol sales from 
stores.  This proposal is for a differential sales tax of an additional 1% or 2%, 
which if adopted would make the sales tax on alcohol purchased in the city 3.5% 
or 4.5%. 
 
City staff has estimated that the 1% differential sales tax on alcohol would 
provide ~$3.5 million in new annual revenues; the 2% rate ~$7 million.  At the 
projected annual growth rate of 2% per year, the revenues generated in 2014 are 
estimated to be $3.8 and $7.6 million respectively. 
 
This idea could be extended to alcohol purchased at restaurants; the 
subcommittee did not explore the revenue generation potential of this option.  If 
the proposal a differential restaurant sales tax in section 3.6 below was adopted, 
alcohol sold at restaurants would already be included in a differential sales tax. 
 
The results of the Revenue subcommittee’s assessment of the 1% additional 
alcohol sales tax idea are:  
 Is it good taxing strategy/policy?  Average score:  3.1 
 Does it have important negative economic effects?  Average score:  1.7 
 Does it have important positive quality of life effects?  Average score:  3.3 
 If adopted, should it be countywide/regional?  Average score:  3.9 
 Pursue in the short-run?  Average score:  3.4 
 Pursue in the long-run?  Average score:  3.6 
  
The results of the Revenue subcommittee’s assessment of the 2% additional 
alcohol sales tax idea are:  
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 Is it good taxing strategy/policy?  Average score:  3.1 
 Does it have important negative economic effects?  Average score:  1.7 
 Does it have important positive quality of life effects?  Average score:  3.3 
 If adopted, should it be countywide/regional?  Average score:  3.9 
 Pursue in the short-run?  Average score:  3.6 
 Pursue in the long-run?  Average score:  3.6 
  
For further discussion by Public Financial Management, see Appendix G. 
 
A quorum of the full SFC voted 9-5 to submit to Council for examination. 

2.6. Increase sales tax on restaurant purchases 
The City’s existing 2.5% sales tax applies to restaurant purchases, including 
alcohol.  This proposal is for an additional 1% sales tax on restaurant purchases, 
making the City rate a total of 3.5%.   
 
If adopted, this idea is estimated by City staff to generate $8.2 million in 2010, 
growing at 2% per year to approximately $8.9 million by 2014.  
 
The sustainability of this revenue source depends on the ability of the city’s 
restaurants to be competitive for customers, and the available income from 
residents and tourists to purchase restaurant meals.  Regarding regressivity, as a 
flat tax it would likely be regressive; however, people of lower incomes can 
choose whether to patronize restaurants and how much to spend, and thus have 
direct control over whether to pay the tax or not, mitigating its regressivity. 
  
The results of the Revenue subcommittee’s assessment of this idea are:  
 Is it good taxing strategy/policy?  Average score:  1.9 
 Does it have important negative economic effects?  Average score:  3.0 
 Does it have important positive quality of life effects?  Average score:  3.3 
 If adopted, should it be countywide/regional?  Average score:  3.7 
 Pursue in the short-run?  Average score:  2.4 
 Pursue in the long-run?  Average score: 2.6 
For further information from Public Financial Management, see Appendix G. 
 
A quorum of the full SFC voted 9-5 to submit to Council for examination. 

2.7. Extend sales tax to cigarettes  
Cigarette sales in Colorado Springs are not presently subject to city sales taxes 
of 2.5%.  Cigarettes are subject to numerous other taxes that contribute to the 
current price range of $3 to 7 per pack. 
 
The State of Colorado has eliminated its sales tax exemption for cigarettes via 
HB09-1342, signed by Governor Ritter on 1 June 2009. 
 
This proposal is for extension of the city’s existing 2.5% sales tax to cigarette 
sales in the city.  City staff estimates this tax would raise ~$1.6 million in 2010, 
growing 2% per year to $1.7 million by 2014. 
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The results of the Revenue subcommittee’s assessment of this idea are:  
 Is it good taxing strategy/policy?  Average score:  4.1 
 Does it have important negative economic effects?  Average score:  1.3 
 Does it have important positive quality of life effects?  Average score:  3.7 
 If adopted, should it be countywide/regional?  Average score:  3.9 
 Pursue in the short-run?  Average score:  3.9 
 Pursue in the long-run?  Average score:  4.1 
 
A quorum of the full SFC voted 11-2 to submit to Council for examination. 

2.8. Extend sales tax to cell phones 
The City presently applies sales taxes to land-line-based telephone services and 
cell phones purchased within the City, but does not tax cell phone services.   
 
City staff estimated that extending the sales tax to cell phone services would 
raise ~$0.9 million in 2010, growing at 2% per year to ~$1 million by 2014. 
 
The sustainability of this revenue source depends on the market strength of cell 
phone communications vs. other forms of communication.  As a flat tax, it would 
tend to be regressive to the extent that cell phones are required for people to 
conduct their lives and therefore not an option for people with lower incomes; 
however, it does remain a personal choice, which somewhat mitigates the 
regressivity.  
 
For more detail, see Appendix J prepared by Public Financial Management with 
particular responses from City attorney Pat McDivitt regarding the potential for 
cell phone and internet taxes. 
 
The results of the Revenue subcommittee’s assessment of this idea are:  
 Is it good taxing strategy/policy?  Average score:  3.4 
 Does it have important negative economic effects?  Average score:  2.0 
 Does it have important positive quality of life effects?  Average score:  3.0 
 If adopted, should it be countywide/regional?  Average score:  4.3 
 Pursue in the short-run?  Average score:  3.4 
 Pursue in the long-run?  Average score:  3.4 
 
A quorum of the full SFC voted 9-4 to submit to Council for examination. 

3.  Reduction/Elimination of Existing Tax Exemptions 
 
A recent Colorado Supreme Court decision92 indicates that under Colorado law, 
a City Council may have the ability to eliminate tax exemptions without a public 
vote.  This section addresses exemptions to City taxes that the subcommittee 
has considered eliminating, whether by public vote or direct Council action. 

                                                 
92 Mesa County Bd. of Commissioners v. State 203 P.3d 519 (Colo. 2009). 
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3.1. Eliminate exemption of utility charges from sales tax 
Presently, energy and water charges to city residents and industrial customers by 
Colorado Springs Utilities are exempted from the City’s 2.5% sales taxes.   The 
subcommittee examined three separate proposals: 

 Eliminating the exemption on residential energy purchases – estimated to 
raise ~$6 million in 2010 increasing to as much as $8 million by 2014. 

 Eliminating the exemption on industrial energy purchases – estimated to 
raise ~$0.6 million in 2010 increasing to less than ~$0.7 million by 2014. 

 Eliminating the exemption on residential water purchases (water and 
stormwater charges) – estimated to raise ~$3.8 million in 2010 increasing 
to ~$6.0 million by 2014 (due to expected rate increases). 

 
The sustainability of these revenues depends on the structure of the sales tax – 
i.e. whether it would apply to self-generated energy and how fast self-generated 
energy systems proliferate in Colorado Springs from insignificant levels today.  
Sustainability of the revenues would be greatly affected by the price elasticity of 
electricity rates – i.e. the willingness of customers to decrease energy purchases 
according to price increases.    
 
As flat rate taxes, the regressivity of eliminating the residential exemptions from 
sales tax could be high unless lower income customers are offered user-friendly 
programs that dramatically reduce their use of energy – and thereby make use of 
energy more a matter of choice instead of a requirement. 
The results of the Revenue subcommittee’s assessment of the elimination of 
sales tax exemptions on residential energy purchases are:  
 Is it good taxing strategy/policy?  Average score:  3.3 
 Does it have important negative economic effects?  Average score:  3.1 
 Does it have important positive quality of life effects?  Average score:  2.6 
 If adopted, should it be countywide/regional?  Average score:  3.3 
 Pursue in the short-run?  Average score:  2.4 
 Pursue in the long-run?  Average score:  2.6 
  
The results of the Revenue subcommittee’s assessment of the elimination of the 
sales tax exemption on industrial energy purchases are:  
 Is it good taxing strategy/policy?  Average score:  2.7 
 Does it have important negative economic effects?  Average score:  3.6 
 Does it have important positive quality of life effects?  Average score:  2.3 
 If adopted, should it be countywide/regional?  Average score:  3.6 
 Pursue in the short-run?  Average score:  1.9 
 Pursue in the long-run?  Average score: 2.0 
 Don’t pursue? (A “5” score means agreement with not pursuing it)  
   Average score:  4.0 
 
The results of the Revenue subcommittee’s assessment of the elimination of the 
sales tax exemption on residential water utility purchases are:  
 Is it good taxing strategy/policy?  Average score:  3.0 
 Does it have important negative economic effects?  Average score:  3.4 
 Does it have important positive quality of life effects?  Average score:  2.3 
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 If adopted, should it be countywide/regional?  Average score:  3.3 
 Pursue in the short-run?  Average score:  2.0 
 Pursue in the long-run?  Average score:  2.2 
  
A quorum of the full SFC voted 11-2 not to submit to Council for examination. 

3.2. Eliminate non-profit tax exemptions 
Non-profits in the city receive sales tax exemptions on all purchases, and 
property tax exemptions.   The Revenue subcommittee examined three 
possibilities for increasing City revenues via elimination of non-profit exemptions: 

 Eliminating the exemption for non-profits on construction materials sales 
taxes 

 Eliminating the general sales tax exemption for non-profits 
 Eliminating the property tax exemptions on non-profits 

 
The Revenue committee chose not to pursue elimination of the property tax 
exemptions on non-profits. For further discussion regarding Payments in Lieu of 
Taxes on property, see Appendix H. 
 
The results of the Revenue subcommittee’s assessment of eliminating 
construction-related sales tax exemptions for non-profits are:  
 Is it good taxing strategy/policy?  Average score:  2.9 
 Does it have important negative economic effects?  Average score:  2.4 
 Does it have important positive quality of life effects?  Average score:  1.9 
 If adopted, should it be countywide/regional?  Average score: 
 Pursue in the short-run?  Average score:  3.6 
 Pursue in the long-run?  Average score:  2.4 
  
The results of the Revenue subcommittee’s assessment of eliminating all sales 
tax exemptions for non-profits are:  
 Is it good taxing strategy/policy?  Average score:  2.9 
 Does it have important negative economic effects?  Average score:  2.9 
 Does it have important positive quality of life effects?  Average score:  1.7 
 If adopted, should it be countywide/regional?  Average score:  3.9 
 Pursue in the short-run?  Average score:  1.9 
 Pursue in the long-run?  Average score:  2.0 
 
A quorum of the full SFC voted 11-2 to submit to Council for examination the 
concept of eliminating sales tax exemptions for non-profits that are not charitable 
organizations, defined as meeting IRS 501c3 definition. 

4.  Revenue solutions not examined 
Some potential revenue sources used in other communities are not available to 
the City of Colorado Springs under Colorado law, and were therefore not 
examined.  These include the following: 

 Personal income taxes or employer taxes based on wages paid such as a 
tax on wages 
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 Real estate transfer taxes 
 
Examples of cities or regional governments that benefit from these sources of 
revenue include the following: 

 Personal income taxes 
o According to the Tax Foundation, local governments including 

school districts across the US impose wage-related personal taxes; 
with the highest being Philadelphia’s at 3.98%. Taxes of 2% are 
common in Pennsylvania, Ohio and Michigan.93   

o In Cincinnati OH, population 333,000, the 2.1% tax on personal and 
business income is expected to provide $241 million for the City’s 
general fund in 2009.94  

 Employer taxes based on wages paid 
o The Tri-County Metropolitan Transportation District of Oregon in the 

Portland region collects a 0.67% tax on wages paid by employers and on 
self-employment income.  This amounted to ~$214 million in 2008.95   

 Real estate transfer taxes 
o Philadelphia realized ~$205 million in 2008 from its real estate transfer 

tax.96   
 
Some communities benefit from Payments In Lieu of Taxes (PILT) from property 
tax exempt landowners including the Federal government.  The City general fund 
receives PILT from Colorado Springs Utilities, but not from Memorial Hospital.   
 
For example, the US Department of Interior provides $2.37 per acre in PILT 
payments to states or counties with Interior department land.97  PILT payments 
are calculated based on five key factors:   

 Eligible acres owned by the federal government;  
 Population of the county;  
 Previous year payments from other federal agencies;  
 State pass-through laws; and  
 Changes to the Consumer Price Index 

 
Eligible federal lands do not include active military installations.98  For more on 
PILT approaches, see Appendix H (authored by Public Financial Management). 

                                                 
93 Joseph Henchman, Tax Foundation, “County and City Income Taxes Clustered in States with Poor Tax 
Climates,” 11 July 2008, at http://www.taxfoundation.org/news/show/23363.html. 
94 City of Cincinnati, “City of Cincinnati Budget Basics,” 16 June 2009, at http://www.cincinnati-
oh.gov/cmgr/downloads/cmgr_pdf37100.pdf.  According to the document, 65% of the general fund budget of 
$370.4 million comes from income taxes.  Cincinnati’s population is about 80% that of Colorado Springs’ 
population of ~414,000. 
95 Tri-Met Financial Statements 30 June 2008, at 
http://trimet.org/pdfs/publications/TriMet_2008_Annual_Report.pdf.  The rate is scheduled to increase to 
0.72% by 2014. 
96 City of Philadelphia Fiscal Year 2008 Operating Budget, at http://www.phila.gov/pdfs/FY_08_Budget.pdf.  
The City has a population of about 1.5 million, or about 3.6 times the population of Colorado Springs.  A 
recently enacted Land Transfer Tax in the City of Toronto, Canada, was expected to raise $155 million in 
2008 and $240 million when fully implemented – see http://www.cdhowe.org/pdf/commentary_277.pdf. 
97 See US Department of Interior PILT webpage: http://www.doi.gov/pilt/faq.html. 
98 See M. Lynne Corn, Environment and Natural Resources Policy Division, Congressional Research 
Service, “98-574:  PILT:  Somewhat Simplified,” 24 June 1998, at 
http://digital.library.unt.edu/govdocs/crs/permalink/meta-crs-790:1.  Eligible military lands for PILT payments 

http://www.cincinnati-oh.gov/cmgr/downloads/cmgr_pdf37100.pdf
http://www.cincinnati-oh.gov/cmgr/downloads/cmgr_pdf37100.pdf
http://trimet.org/pdfs/publications/TriMet_2008_Annual_Report.pdf
http://www.phila.gov/pdfs/FY_08_Budget.pdf
http://digital.library.unt.edu/govdocs/crs/permalink/meta-crs-790:1
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An additional potential for new revenues that is not presently legal is the 
collection of sales taxes on goods or services not sold in the city to city residents.  
Presently, although residents are supposed to report and pay sales taxes on 
such transactions that would be subject to sales tax if purchased in the city, the 
only collection of sales taxes on goods purchased elsewhere occurs on 
automobiles.  The majority of these transactions are goods purchased through 
mail-order catalogs or the internet, though increasing numbers of service 
transactions occur such as internet poker, games, financial transactions, etc.   
 
Taxation of such transactions has been the subject of government finance 
discussions for decades.  Based on a 1992 US Supreme Court decision that can 
be reversed by Congress, mail-order sales charge sales taxes when the 
company has a physical presence in the home state of the buyer.  State 
legislation in NY in 2008 and North Carolina in 2009 established the ability of the 
state to collect sales tax from internet retailers.99  Federal legislation, “The Main 
Street Fairness Act,” has been proposed that would tax large mail-order/on-line 
retailers.100 
 
The subcommittee briefly investigated elimination of the property tax exemption 
for non-profits.  However, preliminary legal research indicated that the City may 
not have the ability under State law to do so.  This idea was therefore not 
pursued further. 
 
The ideas of increasing the City’s existing sales tax rate of 2.5% and “market-
based revenue opportunities” were not analyzed in depth by the subcommittee 
nor forwarded to the full SFC for consideration.  An extension of the sales tax 
rate likely worsens the City budget’s dependence on sales tax, and thus was not 
seen as a sustainable funding alternative.   
 
PFM’s discussion of market-based revenue opportunities is provided in Appendix 
I; the City is already pursuing a number of these opportunities.  
 
PFM also recommended the City examine expanding its existing event 
admissions tax.  The subcommittee concluded that this option generated too little 
additional revenue to merit analysis or pursuit by Council.  PFM’s analysis is 
provided in Appendix K. 
 
The subcommittee decided not to analyze in depth or forward for consideration a 
general City business license fee (i.e. on all businesses).  An estimate was made 
that a $50 per business license fee would generate approximately $1.5 million 
per year.  One of the reasons this proposal was not forwarded for consideration 

                                                                                                                                                 
include “semi-active or inactive Army installations and land acquired after 1981 to expand Fort Carson near 
Pinon Canyon. 
99 For NY:  see Jeff Segal, BreakingNews.com, “States Fire Shots in Internet Sales Tax War, 2 July 2009, at: 
http://money.cnn.com/2009/07/02/technology/internet_sales_tax.breakingviews/index.htm?section=magazin
es_fortune.  For North Carolina, see: 
http://www.wwaytv3.com/internet_sales_tax_take_effect_north_carolina/06/2009 
100 See “Internet Sales Tax Fairness” webpage of the New Rules Project, at: 
http://www.newrules.org/retail/rules/internet-sales-tax-fairness. 

http://money.cnn.com/2009/07/02/technology/internet_sales_tax.breakingviews/index.htm?section=magazines_fortune
http://money.cnn.com/2009/07/02/technology/internet_sales_tax.breakingviews/index.htm?section=magazines_fortune


was the perception of the subcommittee that businesses are already bearing an 
excessive tax burden because of the Gallagher Amendment. 
 
Appendix A:  Revenue Generation Overview 
 
Author:  Public Financial Management 
 
Current Revenue Structure 
Colorado Springs relies primarily upon one source of revenue, sales tax, to fund 
current operations and services.  This is fairly typical for most Colorado cities as 
under current state law, it is nearly impossible to diversify away from sales tax.  
Over 50 percent of General Fund revenues are sales and use tax driven.  The 
next three significant revenue categories – the property tax, other financing 
sources like Payments in Lieu of Taxes (PILTs) and charges for services – each 
provide between 10-14 percent of General Fund revenues, which is a third of 
overall General Fund revenue.  This is not considered a “best practice” for a 
revenue structure: a sustainable revenue structure generally relies on three 
revenue streams to comprise the majority of its revenues, preferably targeting 
different taxpaying businesses and individuals.  It is generally accepted that there 
is no “perfect tax,” and an over-reliance on one key revenue stream will be more 
likely to expose its defects. 
 
The chart below shows the estimated share of General Fund revenues by major 
categories for FY2009:101 

Sales and Use 
Tax

125,375,987 
54.9%

Charges for 
Services

22,167,879 
9.7%

Property Tax
22,229,444 

9.7%

Other Financing 
Sources

25,815,853 
11.3%

Other Taxes
3,850,152 

1.7%

Intergovernmental
Revenue

19,263,613 
8.4%

Other Revenue
8,820,573 

3.9%

Draw f rom Fund 
Balance
811,500 
0.4%

 
Historic Growth Rates 
Since 2005, General Fund revenues grew at an average rate of 1.1 percent 
annually.  During this time, the City benefitted from regular growth in the property 
tax due to favorable economic and demographic trends that both raised the 
assessed value of properties and brought new residents to Colorado Springs.  
Charges for services have also seen healthy increases since 2005 with an 
average growth rate of 5.5 percent per year.  The City’s primary General Fund 
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101 FY2009 budget numbers are from the City of Colorado Springs’ proposed 2009 budget.  Changes to both 
budgeted revenues and expenditures are still pending. 



revenue source, the sales and use tax, grew at nearly the same rate as total 
revenues or an average 1.1 percent annually.  Other categories, including 
licenses and permits, intergovernmental revenue, and fines and forfeits have 
exhibited little or declining growth.  The following table generally details this 
historic performance: 
 

Negative to Flat 
Growth 

Flat to 2.5 % Annual 
Growth 

2.5% or Greater Annual 
Growth 

Specific Ownership Tax Sales and Use Tax Property Tax 
Licenses and Permits Business Taxes Admissions Tax 

Federal Grants State-Shared Revenue Charges for Services 
Fines and Forfeits PILTs Miscellaneous Revenue 

Sale of Capital Assets Capital Leases Shared Services 
  Transfers 

 
The National Bureau for Economic Research has determined that a recession in 
the national economy began in December 2007.  According to the National 
League of Cities (NLC) Fiscal Conditions 2008 Survey, city fiscal conditions have 
weakened dramatically in 2008.  City fiscal officers now predict that revenues will 
decline in inflation-adjusted terms, by 4.3 percent.  All three of the major sources 
of tax revenue collected by cities, sales and use, property, and income taxes are 
expected to decline in real terms, with sales and use tax revenue declining by 4.2 
percent and property tax revenue by 3.6 percent. 
 
It is also notable that the survey suggests that conditions will continue to worsen 
in 2009.  In a survey conducted by the NLC in December 2008-January 2009, 92 
percent of city finance officers predict that their cities will be less able to meet 
needs, the most negative assessment of city fiscal conditions offered in the 
history of NLC’s survey, dating back to 1985.  This is consistent with previous 
recessions.  In each of the last three recessions, receipts have trailed 
expenditures and continued to do so for one to two years following the end of the 
recession.  The degrading economic conditions seen during the fall months of 
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2008 will be felt by cities through 2009 and likely through most of 2010.  This 
time lag means cities will face an increasingly difficult proposition as the year 
progresses.  The previous chart details this lag. 
 
As noted in the next section, the current financial environment is not typical and 
will likely result in a significant negative variance with what has been the City’s 
“normal” revenue growth. 
   
Current Growth 
As the economy has slowed, revenue growth over the past year has also slowed 
considerably.  Projections for FY2009 reflect anticipated declines in both the 
global and local economy.  At this rate, revenue growth will fail to keep pace with 
consumer price increases, let alone expenditure categories that tend to increase 
at a faster pace (employee healthcare benefits for example). 
 
The chart on the following page details General Fund revenues and growth rates 
in each major category over the last five years: 
 

General Fund Revenues FY2005-
FY2009102

2005 200 6 20 07 2008 20 09 Avg. A nnua l
Actual Actual Actual Budget Budget Growth Ra te

Genera l P ro perty Taxes 1 8,23 2,71 7   19,603,715   2 0,06 8,01 7   22,4 49,4 84   22 ,229,444   5.1 9%
Sp ecific Own ership  Taxes 2,78 1,27 6     2,759,281     2,81 9,81 2     2,8 23,7 84     2 ,774,494     -0.0 5%
Genera l Sale s and Use Tax 12 0,21 5,43 9 123,815,922 12 7,79 4,30 3 1 27,2 28,6 94 125 ,375,987 1.0 8%
Ad missio ns Taxes 40 5,45 5        440,766        31 3,00 8        4 60,8 33        475,208        7.5 2%
Bu siness Taxes 25 3,22 8        256,852        25 9,32 0        2 81,7 00        600,450        31.0 4%
Lice nses and  Perm its 66 7,33 7 655,488 70 1,44 1 6 92,0 96 623,141 -1.5 2%
Fede ra l Grants* 1,83 3,73 5     1,824,274     2,02 3,50 0     -                    -                    -
Sta te-Sh ared Revenu e 1 4,90 8,00 0   17,020,350   1 6,45 4,67 8   15,7 17,7 71   15 ,554,226   1.3 3%
Other Governm enta l U nits 3,05 0,09 8     3,328,252     3,37 6,68 0     3,4 97,7 74     3 ,709,387     5.0 5%
Cha rg es for Service s 1 8,74 8,65 0   20,217,467   1 8,45 4,96 6   19,6 03,4 07   22 ,167,879   4.6 1%
Fine s and Fo rfeits 9,22 4,90 6     8,601,844     7,37 9,49 8     7,4 79,8 94     8 ,197,432     -2.5 0%
Miscella neo us Revenu e 3,11 0,17 9 3,772,627 5,90 9,65 6 2,4 66,5 31 (9 ,553,66 7) -1 16.9 1%
PIL OTs 2 5,14 8,86 4   25,188,306   2 5,80 4,96 7   26,8 90,4 07   27 ,236,100   2.0 2%
Sh ared Services 3,41 4,17 1     2,400,070     2,87 7,47 8     3,1 42,8 49     4 ,183,776     8.1 3%
Other Transfe rs 41 7,43 6        399,198        44 8,11 6        6 12,0 56        3 ,694,644     1 37.0 3%
Cap ital Le ases** 1,21 8,29 3     -                    1 9,89 8,69 9   -                    -                    -
Sa le o f Cap ita l Asse ts 75 0,06 2        369,085        21 3,56 4        2 00,0 00        255,000        -17.9 5%
Dra w from Fund Balance 5,02 9,65 1     1,454,801     -                    3,7 07,8 08     811,500        -
Tota l General Fund Rev enue 22 9,40 9,49 7 232,108,297 25 4,79 7,70 4 2 37,2 55,0 88 228 ,335,001 0 .08%
*It  was determ ined in 2008 that Federal Grants received for trans it operating expenditures should  be in Grant Fund rather than General Fund

**Capita l Leases are not budgeted for during the  budget process  
 

Average annual growth rates over the past five years have not been healthy.  Current 
economic conditions are negatively impacting City revenue streams and will continue to 
present challenges in the months ahead.  However, even prior to the recession, many of 
Colorado Springs’ revenues were beginning to underperform.  This is partially due to the 
City’s TABOR limits which are discussed in a later section. 
 
The projected decline in property tax revenue is a key difference between the current 
economic downturn and past recessions.  In other recent downturns (including the 
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102 FY2009 budget numbers are from the City of Colorado Springs’ proposed 2009 budget.  Changes to both 
budgeted revenues and expenditures are still pending. 
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recessions in 2001, 1990-91, and 1981-82), property tax collections held up reasonably 
well with property continuing to appreciate in value. This acted as an important buffer for 
other more economically sensitive revenue sources.  According to the NLC survey, 
however, the full effects of the current housing market decline will not be felt for another 
six to twelve months, and the impact on property tax revenues will continue through 
2009-2010.103  Given this national experience, it is not surprising that the City is 
projecting FY2009 declines in property taxes, as well as its primary revenue-driver—the 
sales and use tax. 
 
In recent recessions, property taxes acted as a stabilizing revenue source for cities 
because property continued to increase in value.  However, this recession was largely 
triggered by the bursting of the housing bubble, and property values have declined – in 
some places precipitously.  Given their under-reliance on property taxes versus the 
nation as a whole, Colorado cities are not as impacted by this set of circumstances.  
However, the dependence on the sales tax, which is usually closely tied to the business 
cycle, suggests that the economic downturn will not reverse itself in the immediate 
future. 
 
Future Growth 
 
Most of the impacts reflected in the National League of Cities survey relate to the current 
economic recession.  However, there are other factors, both economic and 
demographic, that have been negatively impacting many city budgets for a number of 
years.  Absent changes in city revenue structures, they should be expected to continue 
indefinitely. 
 
First, the nation as a whole is getting older – in 1980 the median age of the United 
States population was 30.0 years, and in 2007 it was 36.6. As the following chart shows, 
older population cohorts spend less of their income on taxable goods, which is a 
reasonable predictor of overall government revenue collections: 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                 
103 Michael Pagano & Christopher Hoene, “City Fiscal Conditions in 2008,” National League of Cities, 
September 2008, p.5. 



Sales Tax Revenue Profile by Age, 2007 

 
 Source: U.S. Bureau of Labor Statistics 

Cities also tend to have lower household incomes than their suburban 
counterparts, which can impact overall revenue performance.  For example, 
Colorado Springs’ median household income in 2007 was $50,749 compared 
with $54,262 for the entire state of Colorado.  As the following chart indicates, on 
a per capita basis, higher income households provide a much larger share of 
overall sales tax collections than other households: 
 

Sales Tax Profile by Income Demographic, 2007 

 
 Source: U.S. Bureau of Labor Statistics 

 
In addition to these demographic changes, other factors are also negatively 
affecting revenue collection.  As the following chart shows, personal consumption 
has shifted from goods to services, which are not as subject to sales tax 
collection: 
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Consumers are also shifting their purchases to catalogue, Internet, and other e-
commerce transactions, which also have lower sales tax collection rates.  
Combined, these trends help to explain why sales tax revenue, as a share of 
personal income, has been declining nationally over the last 50 years.104 
 
Looking forward, revenues in FY2010 will be hard pressed to maintain the City’s 
recent growth rates.  Due mainly to looming economic challenges, the current 
baseline forecast assumes modest revenue growth, averaging about 1 percent 
per year over the financial plan period, and a sharp decline for the City’s primary 
revenue-driver—the sales tax. 
 
Current Revenues  
The following provides a brief overview of the City’s major General Fund tax 
revenues, their performance, and their general outlook over the financial plan 
period. 
 
Property Taxes 
Property tax revenue for 2009 is 9.74 percent of the total General Fund revenue.  
The City’s 2009 budget is based upon an assessed valuation of $4,780,292,660 
and a tax levy of 4.944 mills.  The composition of the property tax mill levy is 
shown in the table below: 
 

Levy Millage per $1,000 AV 
Interest Paid on General Obligation Bonds 0.019 
Redemption of General Obligation Bonds 0.646 
General Purpose 4.279 
TOTAL 4.944 
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104 William Fox, “Three Characteristics of Tax Structures have contributed to the Current State Fiscal Crises” 

State Tax Notes, August 4, 2003, p. 379. 
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From 2002-2007 property tax revenues increased dramatically, even with a mill 
levy reduction in 2004 of 0.088 mills due to the refunding of the City’s 
outstanding general obligation bonds.  
 
While property taxes historically have been resistant to downturns in most 
communities, many cities nationally are expecting to see near-term, real declines 
in property tax revenue due to factors surrounding the changing housing market.  
In Colorado Springs, staff expects property taxes to be impacted by these 
factors.  Most key indicators of the local housing industry used by budget staff 
posted declines through December 2008, with the exception of commercial 
valuation.  Commercial valuation is up from the same period last year largely due 
to construction projects on the north side of the City. 
 
Assuming commercial valuations continue to grow, it is possible that Colorado 
Springs will be able to continue through the economic storm with continued 
property tax revenue growth, as the split in Colorado Springs is 29 percent 
commercial to 8 percent residential property.  However, given the recent 
experience of other comparable cities, Colorado Springs should continue to 
closely monitor potential revenue losses associated with housing market 
conditions.105 
 
Other Tax Revenue 
Other tax revenue accounts for 1.69 percent of total General Fund revenue.  The 
other tax category of revenue includes the City occupational tax on 
establishments selling alcoholic beverages, the City sales tax on motion picture 
theater tickets, and revenue stemming from specific ownership taxes imposed by 
the State on licensed motor vehicles registered in the City.  Revenue from these 
taxes is expected to total $3.85 million, which is a decrease of $283,835 or 7.96 
percent from the 2008 Budget. 
 
Intergovernmental Revenue 
Intergovernmental revenue accounts for 8.40 percent of total General Fund 
revenue and totals $19.26 million in 2009 which is a projected increase of 
$48,068 or 0.25 percent over the 2008 Budget. 
 
Revenue resulting from the El Paso County Road and Bridge mill levy was 
originally estimated to total $3.61 million for 2009 and assumed that the El Paso 
County Board of Commissioners will not change the Road and Bridge mill levy 
from the 1.582 mills levied for 2008.  However, as part of their 2009 budget El 
Paso County reduced the amount to be provided to the City by $2.8 million. 
 
Highway Users Tax Fund (HUTF) revenue in 2009 is projected to decrease 0.37 
percent from the 2008 Budget.  HUTF revenue results from State-imposed excise 

                                                 
105 The National League of Cities report, previously cited, noted that while many cities do not have 
information on the number of foreclosures per city for each year from 2006 to 2008, 40 cities responded to 
their request for information.  For those cities, the number of foreclosures increased by 60 percent.  While 
the response rate is not sufficient to make general conclusions, it is an example of the magnitude of the 
problem in many cities across the country. 
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taxes on gasoline and special fuels as well as various motor vehicle registration, 
title, and license fees and taxes.  Total revenue of $14.26 million is anticipated 
for 2009. 
 
Sales and Use Tax 
Sales and use tax revenue is 54.91 percent of total General Fund revenues.  City 
sales and use tax collections rely upon the level of economic activity, consumer 
spending, and tourist activity within the City.  City staff report that sales and use 
tax has been flat or declined in 15 of the last 24 months with returns in 2008 
significantly lower than expected.  In 2009, sales tax is expected decrease 
significantly with staff budgeting a sales tax revenue shortfall of approximately 
$13 million in the 2009 budget and a total shortfall of $16.8 million.  Drastic 
across the board expenditure cuts and reductions in service have been 
implemented in order to balance the 2009 budget.  This $16.8 million projected 
shortfall comes after the City created its 2009 proposed budget which included 
$23 million in reductions due to anticipated poorly performing revenue sources.  
Declining sales tax revenue is reflective of the national economic crisis.  The 
sales tax will struggle to yield robust revenues as the economy continues to 
weaken. 
 
Charges for Services 
Charges for services revenue accounts for 9.71 percent of total General Fund 
revenue.  Revenue from charges for services to the public in 2009 is projected to 
increase by $2.6 million from the 2008 Budget to a total of $22.17 million.  This is 
a 13.1 percent increase from the 2008 Budget.  The charges for services 
revenue category includes charges for services provided by Police; Fire; Parks, 
Recreation and Cultural Services; City Clerk; Municipal Court; and Community 
Development Departments.  The National League of Cities’ December 2008-
January 2009 survey of city fiscal conditions reports that one in two (49 percent) 
city finance officers report increasing the level of fees and charges for services.  
Twenty-eight percent also report increasing the number of fees and charges, 
while 23 percent are targeting fee increases for new development.106 
 
For 2009, the major increases are due to an increase in false alarm fees in the 
Police Department’s Alarm Fee Program and accounting for the work performed 
in the Stormwater Enterprise.  The Alarm Fee Program has begun assigning 
more stringent fees on false alarms and collecting an annual alarm license 
renewal fee.  The expenses associated with the labor and operations that were 
transferred to the Stormwater Enterprise Fund for 2008 are being transferred 
back into the General Fund for 2009 to better account for the activities 
associated with the stormwater activities.  The General Fund will now charge the 
Stormwater Enterprise for the services performed for that Enterprise.  There are 
also inflationary increases in the fees for Community Development, 
Comprehensive Planning, and Parks.  Transit includes a $0.25 increase in fixed 
route fares and a $0.50 increase in paratransit fares.  The charges for services 
will have increased almost 49 percent since 2002 as a result of a concerted effort 
                                                 
106 Chris Hoene, “Fiscal Outlook for Cities Worsens in 2009,” National League of Cities, February 2009, 
http://www.nlc.org/ASSETS/1F73FD6DD09249DB9B2FD014AA4D9C16/CFC_InterimSurvey_09.pdf. 



  Page | 214 

to increase cost recovery for municipal services that benefit users of those 
services.  This is consistent with the City’s user pay philosophy. 
 
Other Financing Sources 
Other financing sources revenue accounts for 15.5 percent of total General Fund 
revenue.  Other financing sources total $35.37 million for 2009, which is up $4.5 
million from the 2008 Budget.  One component of other financing sources 
revenue is Payments-in-Lieu-of-Taxes (PILT) or (PILOT) revenue, which is 
projected to increase by $345,693 from the 2008 Budget.  In Colorado Springs, a 
major component of the PILT is from Colorado Springs Utilities, which totals 
$27.19 million in 2009.  Another component of other financing sources revenue is 
from the allocation of common staff and expenses, and transfers from other 
funds.  Transfers from other funds increased by $3.08 million, primarily due to 
one-time transfers from the Parking Enterprise Fund and TOPS.  A third 
component of other financing sources revenue includes the transfer from the 
Lodgers and Auto Rental Tax (LART) Fund for tourist-related expenses.  For 
2009, there was an increase of $486,527 for a total of $1.1 million with the 
current recession concerns, at this time the LART transfer will most likely be less 
than the budget previously established. 
 
Other Revenue Sources 
Other revenue sources include fines and forfeits, business licenses and permits, 
and miscellaneous revenue.  The total of the other revenue category is -
$733,094. 
 
Fines and forfeits revenue, which includes fines for traffic and parking meter 
violations, is projected to increase by $717,538.  However, at this time, it is 
anticipated that fines and forfeits revenue will be less than originally budgeted. 
 
The business licenses and permits revenue category totals $623,141 in 2009.  
This is a decrease of $68,955 or 9.96 percent from the 2008 Budget.  The 
decrease is due primarily to the reduction in massage therapist license fees, 
where a change in the State law will go into effect April 1, 2009 allowing for State 
licensure only. 
 
Miscellaneous revenue is budgeted negative at -$9.55 million.  General 
decreases in revenues due to the economy were budgeted in the “Miscellaneous’ 
revenue category accounting for its negative number. 
 
Draw from the Fund Balance 
An $811,500 draw from the unreserved, undesignated General Fund balance is 
necessary to balance the 2009 General Fund Budget, accounting for 0.36 
percent of the General Fund resources available for appropriation.  The fund 
balance is maintained for cash flow purposes and to serve as a cushion against 
revenue shortfalls and unforeseen fiscal events.  The proposed one-time draw 
from the fund balance is specifically allocated for the 2009 municipal election for 
$500,000 and other one-time expenses in 2009.  After the proposed 2009 fund 
balance draw and other fiscal actions taken in 2009, the General Fund balance 
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will total approximately $22.46 million, or about 9.8 percent of the 2009 General 
Fund Budget. 
 
Colorado Springs and Comparable Cities 
PFM, working in tandem with City staff and the Sustainable Funding Committee, 
arrived at a list of ten benchmarking cities, both inside and outside of Colorado, 
that are comparable to Colorado Springs to use for the following analysis. The 
chart on the following page shows the fiscal year 2009 budgeted General Fund 
revenues for all ten comparable cities and Colorado Springs:
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General Fund Revenue Structure – FY2009 Budget 
 

Aurora Denver Fort Collins Westminster Albuquerque Austin Portland Omaha
Total Revenue  228,335,001  241,531,362 896,337,000  104,202,726  94,833,494 465,977,000   620,729,055 486,300,988 347,858,583  531,171,571 274,707,000 
Total Revenue per Capita*                607                775            1,523                778              893               899                 835            1,080               636                965               647 
Revenue by Category
Property Tax    22,229,444    26,326,688   64,752,000    15,609,356    4,374,017                    -   209,059,390   53,298,000                    -  179,974,860   62,450,000 
Sales and Use Tax  125,375,987  155,262,596 448,729,000    59,687,220  59,709,449 319,535,000   160,847,722   26,700,000 212,834,171                     - 128,087,500 
Earnings Tax                     -                     -                    -                     -                   -                    -                      - 206,500,000                    -                     -                    - 

Utility Tax                     -                     -                     -                      -                    -                     -                      -  102,059,977                     -                      -                     - 
Business Tax         600,450                     -                    -                     -                   -                    -                      -                    -                    -                     -   32,655,095 
Other taxes      3,249,702    15,753,730   79,852,000      2,456,240    4,865,305   72,970,000       6,085,000        500,000   10,180,639    16,079,911     9,020,000 
Gross Receipts/Franchise 
Fees                     -    13,284,050      5,692,000       1,200,000                    -                     -     33,833,691                     -    36,262,826                      -                     - 

Fines, Forfeitures, Penalties      8,197,432      6,972,101    43,233,000       2,803,461     2,211,050                     -     18,900,992    19,930,000    19,046,684                      -                     - 
Licenses, Permits, 
Inspections         623,141      3,051,103    21,582,000       1,417,000     1,597,600    10,424,000     24,471,251    26,779,045    11,108,838   141,515,687      8,437,700 
Charges for Services    22,167,879      7,792,531   67,380,000    15,394,854    5,910,792   17,369,000     33,287,029   40,708,984   25,230,829    37,511,009   18,862,005 
Transfers      3,694,644                     -   27,340,000      1,901,946    2,596,391   11,058,000   122,704,690                    -   22,535,302    75,406,082                    - 
Intergovernmental 19,263,613      10,754,074   27,334,000         864,825    5,056,337     5,111,000                      -                    -                    -    38,052,017     9,869,300 
Fund Balance         811,500                     -                    -                     -                   -                    -                      -                    -     5,000,000    42,632,005                    - 
Interest                     -         828,289                    -                     -                   -                    -       8,000,988     5,298,745     2,270,950                     -                    - 
Investment Earnings      1,462,000 -                                     -      1,936,294                   -                    - -                   -                                     -                     -     2,825,400 
Miscellaneous   (11,786,103)      1,506,200                    -         861,530                   -     4,266,000 -                    -                                       -                     - -                    
Property/Leases         255,000                     -                    - -                                      -                    -       2,236,199                    -     1,410,801                     - -                    
EMS Billings                     -                     -                    - -                     2,220,434                    -                      -                    - -                                      -                    - 
Infrastructure Fee                     -                     -                    - -                     1,045,563                    -                      -                    - -                                      -                    - 
Intra-City                     -                     -                    -                     - -                  25,244,000                      -                    -                    -                     -                    - 
Grants                     -                     -                    -                     -                   - -                                         -     3,568,503                    -                     -                    - 
Rents/Royalties         770,436                     -                    -                     -                   -                    -                      -                    -                    -                     -        147,000 
Use Charges                     -                     -   16,550,000                     -                   -                    -                      -                    -                    -                     -                    - 
Internal Service/Direct Cost                     -                     -   74,825,000                     -                    -                      -                    -                    -                     -                    - 
Payment in Lieu of Taxes    27,236,100                     -                    -                     -                   -                    -                      -                    -                    -                     -                    - 
Shared Services      4,183,776                     -                    - -                  -                -                   -                   -                  -                  -                                     - 
Other Revenues                     -                     -   19,068,000           70,000    5,246,556                    -       1,302,103        957,734     1,977,543                     -     2,353,000 

FY 2009 Colorado 
Springs Kansas City

Oklahoma 
City

 
 
Colorado Springs has relatively low revenue per capita at $607 for Fiscal Year 2009 Budget, in contrast to the comparable city 
average of $903.  Excluding Denver, a city/county, the comparables yield average revenue per capita of $834 for the same 
fiscal year. 
 
Colorado Springs, as well as the other Colorado cities, rely heavily upon sales / use tax when compared with non-Colorado 
municipalities.  In addition, Colorado cities also have a smaller share of total revenues generated by property tax. 
 
The following chart shows revenues by category for Fiscal Year 2009 Budget as a percentage of total General Fund revenues: 
 



General Fund Revenue Percentages by Category – FY2009 Budget 
 

Aurora Denver Fort Collins Westminster Albuquerque Austin Portland Omaha
Revenue by Category by % 
of total revenue
Property Tax 9.7% 10.9% 7.2% 15.0% 4.6% - 33.7% 11.0% - 33.9% 22.7%
Sales and Use Tax 54.9% 64.3% 50.1% 57.3% 63.0% 68.6% 25.9% 5.5% 61.2% - 46.6%
Earnings Tax - - - - - - - 42.5% - - -
Utility Tax - - - - - - - 21.0% - - -
Business Tax 0.3% - - - - - - - - - 11.9%
Other taxes 1.4% 6.5% 8.9% 2.4% 5.1% 15.7% 1.0% 0.1% 2.9% 3.0% 3.3%
Gross Receipts/Franchise 
Fees - 5.5% 0.6% 1.2% - - 5.5% - 10.4% - -

Fines, Forfeitures, Penalties 3.6% 2.9% 4.8% 2.7% 2.3% - 3.0% 4.1% 5.5% - -
Licenses, Permits, 
Inspections 0.3% 1.3% 2.4% 1.4% 1.7% 2.2% 3.9% 5.5% 3.2% 26.6% 3.1%
Charges for Services 9.7% 3.2% 7.5% 14.8% 6.2% 3.7% 5.4% 8.4% 7.3% 7.1% 6.9%
Transfers 1.6% - 3.1% 1.8% 2.7% 2.4% 19.8% - 6.5% 14.2% -
Intergovernmental 8.4% 4.5% 3.0% 0.8% 5.3% 1.1% - - - 7.2% 3.6%
Fund Balance 0.4% - - - - - - - 1.4% 8.0% -
Interest - 0.3% - - - - 1.3% 1.1% 0.7% - -
Investment Earnings 0.6% - - 1.9% - - - - - - 1.0%
Miscellaneous 0.6% - 0.8% - 0.9% - - - - -
Property/Leases 0.1% - - - - - 0.4% - 0.4% - -
EMS Billings - - - - 2.3% - - - - - -
Infrastructure Fee - - - - 1.1% - - - - - -
Intra-City - - - - - 5.4% - - - - -
Grants - - - - - - - 0.7% - - -
Rents/Royalties 0.3% - - - - - - - - - 0.1%
Use Charges - - 1.8% - - - - - - - -
Internal Service/Direct Cost - - 8.3% - - - - - - - -
Payment in Lieu of Taxes 11.9% - - - - - - - - - -
Shared Services 1.8% - - - - - - - - - -
Other Revenues - - 2.1% 0.1% 5.5% - 0.2% 0.2% 0.6% - 0.9%

FY 2009 Colorado 
Springs Kansas City

Oklahoma 
City

 
 
Colorado cities’ sales and use tax revenues are generally 50-60 percent of total General Fund revenues.  For cities outside of 
Colorado that levy a property tax, the percentage of total revenues from property tax is 25.3 percent. 
 
Both charts reflect that Colorado cities’ tax collections differ greatly from the nation, and Colorado Springs, like its sister cities, 
lacks revenue diversity.  Areas where the revenues are very low in Colorado Springs are Licenses and Permits and Transfers. 
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Taxes in Colorado and the United States 
Colorado’s tax system is different in many respects from the nation as a whole, 
and this has important implications for comparisons of Colorado cities’ revenues 
and expenditures with other cities around the country.  While in most states, the 
majority of state and local revenue is collected at the state level, the opposite is 
true for Colorado.  In Colorado, 46.8 percent of revenue is raised at the state 
level and 53.2 percent at the local level.  The national average is 55.7 percent 
raised at the state level and 44.3 percent at the local level.107 
 
Colorado is one of only five states where local revenue collections are greater 
than state revenue collections.  While New York is only slightly behind Colorado 
for the lead in local revenue generation, it is notable that New York counties 
share responsibility with the State for funding of Medicaid, which is one of the 
larger areas of expenditure by State governments across the country. 
 
Colorado also collects relatively little in state taxes as a share of personal 
income.  In 2007, Colorado had one of the lowest state tax collections of 
personal income of all the 50 States, ranking 48th with 4.9 percent of personal 
income.  Colorado’s total tax burden has increased by $1.59 over the past three 
years.  Nationally, the tax burden on the high end increased by $26.07 and on 
the low end by $4.74 over the past three years.  By contrast, Colorado’s local tax 
burden ranks as the 13th highest in the nation.  The following indicates the State’s 
ranking in selected state taxes:108 
 

Colorado’s Rank in Selected State Taxes per $1,000 Income, 2007 
 

Colorado National 
Tax Rank Tax High Low 
Total Taxes 47 $46.16 $126.14 $39.83 
Individual 
Income 

29 $24.05 $42.63 $0.00 

Sales/Use 45 $17.30 $64.39 $0.00 
Corporate 
Income 

43 $2.40 $29.81 $0.00 

Gas 31 $3.32 $6.64 $0.57 
Liquor/Tobacco 37 $1.31 $4.01 $0.70 

 
Nationally, the largest single source of tax revenue for cities is the property tax.  
By contrast, Colorado cities are more dependent on the sales tax as shown in the 
following table:109 

                                                 
107 Federation of Tax Administrators, U.S. Census Bureau Census of Governments 2006.  The complete 
listing for all states is found in the Appendix. 
108 U.S. Census Bureau, Bureau of Economic Analysis. 
109 Ibid. 
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National and Colorado Cities Source of Revenue, 2005-06 
 

Source US Percent Colorado Percent 
Intergovernmental Revenue 33.9% 24.7% 
Property taxes 24.7% 23.2% 
Sales and gross receipts taxes 5.6% 13.1% 
Other taxes 4.1% 2.1% 
Current charges 14.0% 17.2% 
Miscellaneous revenue 6.1% 8.5% 
Utility and liquor store revenue 7.8% 8.9% 
Employee retirement revenue 3.7% 2.4% 
TOTAL 100.0% 100.0% 

 
In fact, Colorado’s local sales tax collection is among the highest in the 
country.110 
 

Local Taxes as a Share of $1,000 Personal Income, 2005-06 
 

Colorado National 
Tax Rank Tax High Low 
Total Taxes 13 $46.23 $134.09 $15.88 
Sales/Use 3 $15.74 $37.10 $0.00 
Property  29 $28.00 $51.15 $9.33 

 
In general, the best way to assess a state and local tax system is to combine 
them, as the relationship between state and local revenues and expenditures 
varies widely from state to state.  When viewed on a combined basis, Colorado 
still comes across as a low tax state, ranking 47th at a combined 9.8 percent of 
personal income.  By contrast, the national average is 11.6 percent:111  In 
general, Colorado always ranks low when comparing statistics as a share of 
personal income as Colorado is always a top 10 personal income state.  
However, if these studies compared Colorado to other states on a per capita 
basis, the state would not rank as low. 
 
The State of Colorado’s reliance on net income taxes is striking, making up 
nearly three-fourths of general purpose revenues.  When combined with sales, 
use, and excise taxes, these sources make up over 93 percent of general 
purpose revenues.  The following table illustrates this break down:112 

                                                 
110 Tom Dunn, “How Colorado Compares in State and Local Taxes,” Colorado Legislative Council Staff 
Issue Brief, January 24, 2005, p. 2. 
111 Op. Cit., Federation of Tax Administrators and U.S. Census Bureau Census of Governments. 
112 State of Colorado, Comprehensive Annual Financial Report for fiscal year ended June 30, 2008, p. 29. 



State General Purpose Revenue by Source, FY 2007-08 

 
 
Greater reliance on the income tax—and a reduced reliance on sales tax 
revenues—was particularly pronounced in Colorado during the 1990s.113 
 

Colorado Sales and Income Tax as a Share of Total Revenue 
 

 
When looking at the composition of Colorado’s revenue mix, combined state and 
local collections are generally similar to national averages, although general 
sales taxes are somewhat higher and selective sales taxes somewhat lower.114 

                                                 
113 Ibid. 
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114 Op Cit., Federation of Tax Administrators. The rankings for each State can be found in the Appendix. 
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Appendix B:  Quality Taxation 
Lists of the qualities of governmental revenue sources include the following 
(source:  Public Financial Management Inc.): 
 
The National Conference of State Legislatures has published one frequently cited 
list: “Principles of a High-Quality State Revenue System.” While the focus is on 
state revenues, it is a useful guide to taxation in general.  Their principles are:115

 

  
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.  

  
The American Institute of Certified Public Accountants has published a Tax 
Policy Concept Statement that outlines their guiding principles for good tax 
policy.116  In many respects, it mirrors the NCSL principles: 
  
1. Equity and fairness.  Similarly situated taxpayers should be taxed similarly.  
 

                                                 
115  National Conference of State Legislatures, ―Principles of a High-Quality State Revenue System, Fourth 
Edition, June 2001.  
116 Guiding Principles of Good Tax Policy:  A Framework for Evaluating Tax Proposals, American Institute of 
Certified Public Accountants, 2001, p. 9-10. 
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2. Certainty.  The tax rules should clearly specify when the tax is to be paid, how 
it is to be paid, and how the amount to be paid is to be determined.  
 
3. Convenience of Payment.  A tax should be due at a time or in a manner that is 
most likely to be convenient for the taxpayer.  
 
4. Economy in Collection.  The costs to collect a tax should be kept to a minimum 
for both the government and taxpayers.  
 
5. Simplicity.  The tax law should be simple so that taxpayers understand the 
rules and can comply with them correctly and in a cost-efficient manner.  
 
6. Neutrality.  The effect of the tax law on a taxpayer‘s decisions as to how to 
carry out a particular transaction or whether to engage in a transaction should be 
kept to a minimum.  
 
7. Economic Growth and Efficiency.  The tax system should not impede or 
reduce the productive capacity of the economy.  
 
8. Transparency and Visibility.  Taxpayers should know that a tax exists and how 
and when it is imposed upon them and others.  
 
9. Minimum Tax Gap.  A tax should be structured to minimize noncompliance.  
 
10. Appropriate Government Revenues.  The tax system should enable the 
government to determine how much tax revenue will likely be collected and 
when.  
  
It is also useful to compare principles among groups with different general views 
on tax policy.  The Tax Foundation, generally considered a conservative tax think 
tank, lists the following as its “Ten Principles of Sound Tax Policy”:117 
  

1. Transparency is a must  
2. Be neutral  
3. Maintain a broad base  
4. Keep it simple  
5. Stability matters  
6. No retroactivity  
7. Keep tax burdens low  
8. Don‘t inhibit trade  
9. Ensure an open process  
10. State and local taxes matter.  

  
 
The Institute on Taxation and Economic Policy, generally considered a liberal 

                                                 
117  The Tax Foundation, “Ten Principles of Sound Tax Policy,” at: http://www.taxfoundation.org  
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think tank, has published their own assessment.  They identify the following as 
the building blocks of a sound tax system:118  
  

1. Maintain vertical equity (tax systems should not be regressive)  
2. Maintain horizontal equity (taxpayers in similar circumstances should pay 
similar amounts of tax)  
3. Adequacy (raises enough funds to sustain the level of services 
demanded by citizens)  
4. Simplicity  
5. Exportability (individuals and businesses from other locations that enjoy 
public services should help pay for them)  
6. Neutrality (tax system should stay out of the way of economic decisions)  

 
Finally, Robert Bland, writing for the International City/County Management 
Association, identifies the three criteria that should guide local government 
revenue policymaking.  These fall into three broad categories, which he refers to 
as the pillars of support for a sound local economy:119 
  

1. Equity (the fair distribution of both the tax burden and the benefits from 
public services 
2. Neutrality (provide the least interference by taxes in the marketplace)  
3. Effective administration (take into account the cost to government to 
administer the tax or cost to taxpayers to comply with the tax)  

  
While there is some variation in the terminology, there are some clear principles 
that emerge where there is close to complete agreement.  These principles are:  
  

1. The system should minimize interference by taxes in market decisions  
2. The system should be reliable, stable, and sufficient  
3. The system should be simple, allow for compliance and easy 
administration  
4. The system should be equitable  
5. The system should have a balanced variety of sources i.e. a broad base 

 
Because Bland‘s analysis focuses specifically on local revenue systems, he 
identifies some useful areas where local revenue structures may be somewhat 
different from federal or state systems.  In this analysis, he reaches the following 
conclusions: 
 

1. When in doubt, use benefits based levies  
2.  Broad-based taxes and a flat rate are less distorting to the local economy  
3. Consumption and income-based taxes should be assessed on potential for border-

city effects   
4.  Avoid imposing corporate income taxes or gross receipts taxes on business sales   
5.  Any tax on business should be widely used in the State or region   

                                                 
118 The Institute on Taxation and Economic Policy, “Tax Principles: Building Blocks of a Sound System,” p. 
1-2.  
119 Robert L. Bland, “A Revenue Guide for Local Government Second Edition,” ICMA, 2005, p. 21. 
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6.  Taxes on the less mobile components of production (land, buildings, equipment) 
have the least detrimental effect on markets   

7.  Eliminate nuisance taxes that have low revenue yields and high administrative 
and/or compliance costs   

8.  Excise taxes, especially sin taxes and those borne by nonresidents, usually 
arouse the least opposition  

Appendix C:  Transportation Utility Fee  
 
Author:  Public Financial Management 
 
Unlike a tax, a special fee is not designed to raise revenues to pay for general 
government expenses.  The fee pays for a specific government service and must 
be reasonably related to the overall cost of the service.  While utility fees are 
most commonly assessed for services like water, wastewater and storm 
drainage, they have been used in other cities in Colorado for other services, 
including transportation and street lighting.    
  
Given the compelling need that exists for these services within the community, it 
makes great sense to explore ways of spreading these charges throughout the 
community to all who benefit from them.  There are several logical methods for 
assessing and collecting these fees, and in many respects this may be one of the 
easier ways for the City to revise its revenue structure in a sensible and 
incremental fashion.  Because this is a charge for a specific service and not a tax 
for general governmental spending, it also does not require voter approval, which 
means that it is an option that could be built into budget planning with much 
greater certainty than most other options.  
 
Transportation infrastructure is critical to nearly every aspect of City life and the 
City economy.  Because all City residents and businesses benefit from the 
system, and a well-constructed and maintained system protects the health, 
safety, and welfare of the City residents, it is reasonable to establish the system 
as a utility and charge a fee for the specific services provided by the utility.   
  
There are various options that may be utilized to assess fees for a portion or all 
of the costs associated with the City transportation system.  Specifically, 
Colorado Springs could levy a transportation utility fee based on a certain dollar 
amount per vehicle registered within the City.  
  
Other Cities have adopted similar types of municipal service fees.  The most 
notable is Fort Collins‘ transportation utility fee, which is paid by the owners or 
occupants of property within the corporate limits of the City, and is set as an 
amount that will provide sufficient funds to properly maintain local streets.  The 
fee survived court challenge in Bloom v. Ft. Collins.120 
 

                                                 
120   784 P.2d 304, 305 (Colo. 1989)  
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Colorado Springs already has a street light ordinance to collect revenue for the 
operation and maintenance of the City‘s streetlights, including the capital and 
power costs.  The City Council calculated the amount to charge property owners 
based on whether their property was residential or commercial, the relative 
amounts of residential and commercial property within the City, and the total 
estimated expense to operate the streetlights.  The fee also survived a 2002 
court challenge in Bruce v. City of Colorado Springs.121  However, the fee 
remained unpopular.  In 2004, Douglas Bruce again filed another lawsuit against 
the City after a newly elected City Council did not repeal the fee.  In May 2006, 
the City Council repealed the fee.  
  
The cities of Lakewood, Westminster, and Arvada assess fees for Stormwater 
Management Utility, and according to the City of Lakewood, more than a dozen 
other Colorado Cities have established this Utility.122 The City assessed a fee of 
$1.98 per month for single-family homes and duplexes.  For other properties, the 
fee is proportional to the amount of impervious area on each property.  
Impervious area includes those surfaces where water cannot soak into the soil 
such as driveways, parking lots, roof tops, sidewalks, patios, etc.  The fee for 
properties other than single-family homes and duplexes is $1.98 per month for 
every 2,250 square feet of impervious area.  The Utility raises approximately $2.3 
million per year.  The City of Arvada‘s fee is $1.405 per month. 
  
Possible Additional Revenue Generation  
A broad approach would be to build the entire costs for maintaining the City 
transportation system into a Transportation Utility fee.  The City currently receives state 
grants for Highways, Roads, and Bridges, as well as funds from the one cent tax that 
goes towards the PPRTA budget.  This funding could be applied, along with additional 
funding from a existing Citywide transportation related charges for services, to create a 
Transportation Utility.    
  
In a basic Transportation Utility framework, the fee would fund Streets and Engineering.  
Other services could be included, depending on how the utility was structured.  A flat 
rate could be applied to each vehicle registered within the City.    
 
The fee could be calculated as follows:  
  

2009 Streets Budget:     $23,878,667  
-2009 PPRTA Fund Streets Budget:   $13,682,572  
+2009 Engineering Budget:    $8,504,145  
Net Difference:         $18,700,240  

  
There were 315,706 vehicles registered within Colorado Springs according to the El 
Paso County Motor Vehicle Registration in 2007.  Including 10 percent administrative 
costs, the estimated annual cost would be about $65.16 per vehicle.  
  

                                                 
121  2005 Colo. App. LEXIS 2048 (Colo. Ct. App. 2005)  
122 City of Lakewood, ―Frequently Asked Questions, at:  
http://www.lakewood.org/index.cfm?&include=/PW/engineering/stormwaterutilityinfo/frequentlyaskedquestio
ns.cfm.   
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Impact on Citizens/businesses/developers  
This should not have particularly significant effects on these groups.  Of course, if the 
purpose of the utility fee is to free up general fund resources for other purposes, then the 
total costs paid by these groups will increase, which may have some impact on 
economic activity.  
  
Equity  
Currently, these services are provided through general fund appropriations, 
which are largely paid for with sales and use taxes and property taxes.  Some 
groups, such as non-profits, are exempt from paying portions of the tax that 
currently funds these services.  To the extent that all users will share in a greater 
portion of these public good sorts of costs, the fee can be considered more 
equitable.  Those who own and drive a car, and therefore primarily use services 
provided by the Transportation Utility, will be sharing the greater portion of these 
costs.  
  
However, the general Colorado Springs population enjoys the flow of services 
from roads including transit users and arguably anyone within the City who has 
anything delivered.  By constructing the fee as a per vehicle charge, the fee can 
be viewed as inequitable to drivers as non-drivers are not contributing.  One way 
of making the fee more equitable might be to differentially charge vehicles by 
weight assuming that heavier vehicles damage roads more than lighter vehicles.  
  
Reliability/Sufficiency  
If the City chose to assess the fee on a vehicle registration basis, this would be a 
fairly reliable method for funding.  To the extent that the City assesses the fee to 
cover the entire costs of providing the utility, it is also perfectly sufficient.  
  
Ease of Adoption/Administration  
The fee is to be paid through the El Paso County vehicle registration, therefore 
the City will need to work with the County to create a method for collection and 
remittance.  This may place an additional burden on the County for which the 
City may need to pay.  
  
Since this is a fee and not a tax, no explicit citizen or voter approval is required.  
However, there may be a perception among citizens that the fee represented 
essentially a double charge for services that prior had been basic services 
provided by the City tax base.  Council should be prepared to address this 
perception and potential resistance among the citizens.  
  
Economic Efficiency  
A per vehicle fee is an efficient method to assess the fee based in some respect 
on utilization.  The fee would be assessed on users who are currently not 
shouldering as large a burden of paying for the services, and in that respect this 
increases efficiency.  If, however, this increases total taxes and fees paid to the 
City, there will be some lost economic activity related to deadweight losses.  
Further, lapsed vehicle registrations may increase.  
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Balanced or Broad-based  
Greater use of fees would broaden the revenue base and could reduce reliance 
on sales taxes.  
 
Appendix D:  Increasing the Lodging and Auto Rental Taxes  
 
Author:  Public Financial Management 
 
Excise taxes are levies on specific products or services at rates that are specific 
to each particular product or service.  Cities in 48 states levy excise taxes – only 
Connecticut and New Hampshire report no reliance.  As with general sales taxes, 
Colorado is an exception in that the power to levy the tax by home rule cities 
derives from home rule powers (Illinois is another exception).  In most states, the 
state legislature has to enact enabling legislation for the tax to be collected.  
  
Among excise taxes, the most widely used are benefits-based taxes, which seek 
to recover a portion of the cost of public services from those who benefit from it.  
These include gross receipts taxes on utilities and hotel/motel lodger‘s taxes 
(which were discussed along with general and specific sales tax issues).  Other 
excise taxes include sin taxes, which are levied in part, (at least in theory) to 
discourage consumption of certain types of goods, such as cigarettes and 
alcohol; and privilege taxes, which are levied to grant the privilege of conducting 
a certain type of business or transaction.  Aurora has both a lodger‘s tax and an 
occupational business (head) tax.  
  
The following details municipal government‘s utilization of various types of excise 
taxes:123  
  
Utilization of Excise Taxes, FY2002 
 
Type    Percentage of   Number of States 
     Total Excise Taxes  Where Municipalities  
     Collected    Levy Tax  
     (~$14 billion) 
    
Public utilities   62%     40 
Hotel / motel occupancy 15%     37 
Restaurant     4%     14 
Motor fuels     2%       9 
Alcoholic beverages    2%       8 
Tobacco products    1%     19 
Other    15% 
  
  

                                                 
123  Bland, Robert L. Bland, “A Revenue Guide for Local Government Second Edition,” ICMA, 2005, p. 125.  
Note that in Colorado motor fuel and alcoholic beverages taxes are state collected and locally shared.   
There is a local option to impose a cigarette tax, but the City would forfeit its state share while its retailers 
would still be legally liable to collect and remit it.  
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Public utility excise fees are by far the largest category.  Most states give cities 
the authority to regulate the use of their streets and highways, and cities impose 
a gross receipts tax on utilities to compensate for the utility‘s use of the city 
streets to locate their service lines.  Charges are often set as a percentage of 
gross receipts, but in other instances, they are negotiated as a fixed fee.   
 
For cities in the 40 states where the taxes are levied, the revenue averages 
about 26 cents for every $1.00 in property taxes collected in 2001.  In three 
states (Arkansas, Missouri and Oklahoma) these taxes raise nearly as much as 
the property tax, and in another ten, it raises at least one-third of the revenues 
generated by the property tax.124  In contrast, Colorado raises just 4.2% of the 
revenues generated by the property tax through utility excise taxes.125 
  
Among excise taxes currently collected in Colorado Springs, the Lodging and 
Auto Rental Taxes (LART) are used locally and nationally.  In particular, the 
Lodging Tax, which is often called the hotel/motel tax, is authorized for use by 
local governments in 44 states; it is estimated that more than 90 percent of the 
largest U.S. cities now levy the tax.126

 The auto rental tax which the City levies is 
fairly common as well.  This is understandable, as these taxes allow the city to, in 
essence, bill tourists and other travelers for provision of public services from 
which they obtain some benefit (fire and police protection, snow removal, street 
maintenance, etc.).  Because the tax is generally not paid by city residents, it is 
also a politically easy tax to sell to the voting public.   
  
Colorado Springs‘ current lodger‘s tax rate is 2 percent, and its auto rental tax is 
1 percent.  The City‘s proximity to Denver, coupled with continued development 
and several tourist attractions from the Garden of the Gods to Pike‘s Peak, 
makes the lodging and auto rental taxes useful sources of revenue for the City.    
  
Possible Additional Revenue Generation  
The current projection is that for FY2009 the lodger‘s tax will generate $4.3 
million.  The following are the lodger‘s tax rates also showing with the city/county 
sales tax rate for other Colorado cities:  
  
Colorado City Lodger’s Tax Rates  
  
City      Lodger’s Tax   Sales Tax 
Colorado Springs    2.00%     2.50%  
Woodland Park    5.70%     3.00%  
Monument     0.00%     3.00%  
Calhan      0.00%     2.00%  
Fountain      0.00%     3.00%  

                                                 
124 Robert L. Bland, “A Revenue Guide for Local Government Second Edition,” ICMA, 2005, p. 127. The ten 
states are Arizona, California, Florida, Illinois, Kansas, Nebraska, Nevada, Washington, West Virginia, and 
Wyoming.  
125 U.S. Census Bureau, “Table 2: Local Government Finances by type of Government and State: 2001-02.”  
Colorado raised $2,497,254,000 in municipal government property taxes and $105,434,000 in excise taxes 
on public utilities.  
126 Robert L. Bland, “A Revenue Guide for Local Government Second Edition,” ICMA, 2005, p. 129. 



  Page | 229 

Green Mountain Falls   2.00%     3.00%  
Manitou Springs    2.00%     3.90%  
Victor      0.00%     3.00%  
Aurora      8.00%     3.75%  
Denver      10.75%     3.62%  
Fort Collins     3.00%     3.00%  
Westminster     7.00%     3.85%  
  
One of the advantages of the lodger‘s and auto rental tax is that they are often 
hidden taxes – room rates and car rental rates are calculated prior to imposition 
of the taxes, and travel consumers are generally more concerned with location 
and amenities than local tax rates.    
  
Impact on Citizens/businesses/developers  
Lodger‘s and auto rental taxes are generally well received in the general 
community – local residents seldom pay the Colorado Springs taxes and 
understand that they are tools to export some of the City‘s tax burden.  As long 
as the rates do not become exorbitant, most members of the business 
community are also receptive to their use.  Not surprisingly, members of the 
travel, tourism, and hospitality industry may react negatively to any increase – 
they will view it as dampening tourism and travel by increasing costs.   
 
One common method for reducing industry opposition is to dedicate all or a 
portion of the revenue to marketing, tourism, or cultural and recreational 
programs, as these have the opportunity to make the City a more attractive travel 
and tourism destination.    
  
Equity  
Lodger‘s and auto rental taxes are a small component of overall tax burden and 
tend to be borne by business travelers.  They are not considered overly 
regressive.  There is a strong argument that can be made for their use:  those 
traveling to Colorado Springs for business or vacation will use the City‘s 
infrastructure and services, including fire and police protection.  While many of 
these travelers will also pay sales tax on purchases, some will not; the lodger‘s 
and auto rental taxes are reasonable methods for ensuring that the City receives 
some revenue to cover costs associated with their stay.  
  
Reliability/Sufficiency  
The lodger‘s and auto rental taxes, like other sales and excise taxes are pro-
cyclical and thus subject to downturns with the economy as a whole.    
  
Ease of Adoption/Administration  
The vehicle for collection of these taxes is already in place, so collection and 
compliance should not be unduly burdensome.  To implement this increase, 
Colorado Springs‘ citizens must approve the tax increase at an election.  
However, since the burden of this tax will largely be exported to non-citizens of 
Colorado Springs, the chance of a successful election is relatively high.  
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Economic Efficiency  
Any sales tax will have some deadweight loss associated with it, but the minor 
increase suggested here, coupled with the relatively inelastic demand for hotel 
rooms and car rentals by business travelers, likely will result in little deadweight 
loss.  
  
Balanced or Broad-based  
This is an existing tax, so an increase in the rate does not assist in making the 
system more balanced or broad-based.  Given the small amount of revenue the 
tax raises, it probably is not a major issue in any respect.  
 
Appendix E: Expand Sales Taxes to Services  
 
Author:  Public Financial Management 
 
The sales tax base as a share of personal income has been declining for 
decades.127  There are several reasons for this trend.  First, State Legislatures 
have frequently exempted items from the sales tax.  In some instances, this has 
been done to make the tax less regressive – for example, over a period of five 
years the State of Iowa eliminated the sales tax on residential utilities.   
 
In other cases, exemptions have been granted for specific items or industries.  In 
some instances, this has been pursued for tax policy reasons, in particular to 
avoid ―layering by charging sales tax on inputs into manufacturing processes.  
In other cases, it has been less based on policy and more based on the ability of 
certain types of businesses or industry to gain exemptions through the political 
process.   
 
Of course, as a home rule city, Colorado Springs is able to set its own sales tax 
base (with the exception of possible prohibitions within the US or State of 
Colorado Constitution).  While not large in number, sales tax exemptions have 
been adopted by City ordinance, for example for the purchase of machinery or 
equipment located directly and exclusively in the City for the manufacture of 
tangible personal property and purchase of aircraft and parts by a commercial 
airline that maintains its headquarters within El Paso County.  
 
Changes in the economy have also affected the sales tax base.  One of the 
concerns of the sales tax, which has been previously discussed, is that 
consumption has been rising slower than the growth in the purchase of services.  
As noted previously, the increased consumption of services as opposed to goods 
has narrowed the tax base.  It should also be noted that relative prices have 
generally been falling for goods (which are generally taxed), while rising faster for 
services (which generally are not taxed).    
  
Internet sales have also had an impact, although in some instances this effect 

                                                 
127 William F. Fox, “Three Characteristics of Tax Structures Have Contributed to the Current State Fiscal 
Crisis,” State Tax Notes, August 4, 2003, p.379.  
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may be overstated.31 Even when considering the differing opinions on impacts, 
Eugene Steuerle, Co-director of the Tax Policy Center at the Urban Institute 
concluded that the sales tax is not viable in the long run as a source of revenue 
because of the inability to tax inter-jurisdictional sales.128 
  
Most sales and use taxes were created at a time when most consumption was of 
tangible goods, and those goods were subject to the tax.  In most instances, all 
tangible goods are subject to the tax unless specifically exempted.  On the other 
hand, services have grown in their prevalence over the past 50 years, and they 
now are nearly two-thirds of consumption in the United States as a whole.  They 
have generally not been subject to the sales tax unless specifically enumerated 
in statute.  The following reflects the growth in services as a share of 
consumption in the United States over the past 50 years. 
 
  
National Consumption of Goods and Services:  Percentages of Personal 
Consumption 1953-2003129 
  
Year     Goods   Services 
1953     65%    35% 
1971     55%    45% 
1982     50%    50% 
1991     45%    55% 
2003     40%    60% 
   
Possible Additional Revenue Generation  
Because there is little experience with taxation of services among cities in 
Colorado, there is little data to draw upon.  In addition, across the nation, there is 
not an example of a city adopting a broad based sales tax on services 
independent of all other municipalities in its region, so the municipal cross border 
effects are largely unknown. However, there is greater state experience with 
taxation of various services.  Some states, most notably South Dakota, New 
Mexico, and Hawaii, tax services broadly.  In general, states with a broad tax on 
services have little or no income tax.  Hawaii, given its isolated location, is a 
special case, because cross-border issues do not exist.  
  
Among the States, Iowa has a policy of broadly applying the sales tax to services 
largely purchased by consumers but not applying the tax to services that are 
largely paid by businesses.  Thus, Iowa taxes haircuts and pool maintenance, but 
does not tax accounting or legal services.  
 

There are strong arguments, both based on policy and pragmatism, for such an 
approach.  First, businesses, at least in the long run, are relatively mobile and, if 
taxes become an important consideration, may change locations.  It obviously is 

                                                 
128  The Impact of Federal Fiscal Policy on State and Local Fiscal Crises: Roundtable Proceedings, National 
League of Cities Research Report on America‘s Cities, 2003, p. 11.  
 
129 United States Department of Commerce, Bureau of Economic Analysis. 
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a two-edged proposition to levy at tax to increase revenue if it leads to a 
significant relocation of businesses out of the community or state.  An argument 
can also be made that sales taxes on business services are more onerous on 
small businesses, as larger corporations can simply employ in-house 
accountants or lawyers and escape the tax.  Finally, there are issues of tax 
layering – where a part of a process of creating a good or service are taxed as 
well as the final product – that are generally viewed as less desirable in terms of 
overall tax policy.  
  
The pragmatic approach also recognizes that services provided by doctors, 
lawyers, accountants and real estate and other professionals have significant 
political power.  Even if the tax were desirable, it is probably not going to make it 
through the political process.  
 Colorado Springs does tax some services, including:  

 Gas and electric (though residential utilities are exempted – see section 4.1) 
 Bad debt collection  
 Rental of personal property  
 Lodging 
 Amusement devices  

  
Examples of the classes of services recommended for consideration for taxing 
are:  

 Laundry and cleaning  
 Photographic studios 
 Beauty/barber shops 
 Shoe repair shops 
 Funeral homes 
 Other personal services 
 Building maintenance 
 Automobile storage  
 Automobile repair and services 
 Electrical, plumbing or general building repair  
 Watch jewelry repair 
 Furniture repair 
 Miscellaneous repair 
 Pet care and grooming 
 Landscaping 
 Other services  

  
This list exempts the following services groups:  

 Fire, insurance, real estate and leasing  
 Employment agencies  
 Business services 
 Health services 
 Legal services 
 Educational services 
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 Social services  
 Professional services including realty, architects, construction, etc.  
 Membership Organizations  
 Engineering and Management Services  

  
By applying consumer expenditure behavior as reported by the US Department of Labor, 
Bureau of Labor Statistics in the Consumer Expenditure Survey (CES) to Colorado 
Springs households characterized by age and income cohorts, I estimate that applying 
the 2.5% sales tax to personal services in the City of Colorado Springs would generate 
in the range of $20.0 million annually.130 
 
Impact on Citizens/businesses/developers  
In general, the imposition of a general services tax will likely generate more 
revenue and perhaps meet relatively less organized resistance when placed on 
services for which the consumer bears the burden of the tax.  Most often, this will 
be the case for services that represent a small portion of the consumer‘s budget 
and ones for which the ease of convenience outweighs the cost of traveling to 
avoid the tax (services such as laundry services, video rentals, etc).  In these 
cases, the consumer continues to pay for the good, even in light of the price 
increase due to the tax, consumption levels remain fairly steady, and the tax is 
collected.  This tax will likely be productive without significantly affecting business 
activity in Colorado Springs.  
  
Cases when the seller is forced to bear the burden of the tax are cases in which 
the consumer is willing to travel or substitute to avoid the tax.  These cases are 
generally less revenue productive over the long term because many sellers, over 
time, will choose to relocate outside the City to avoid the tax rather than allow the 
absorption of the tax to reduce their profits.  Ultimately this may erode the 
commercial base in Colorado Springs and not result in significant additional 
revenues for the City.  
  
Burdens are important in this instance for another reason.  As noted above, 
Colorado Springs‘ imposition of general services taxes will be subject to a vote of 
its citizens.  If the burden is shown to fall on particular, well-organized 
professional or citizens groups, there will likely be a stronger opposition to the 
vote. 
  
 

                                                 
130 This analysis produced an estimate of the revenue potential of extending the local sales tax on 2.5% to 
personal services.  It was completed by developing a profile of Colorado Springs households by age and 
income cohorts separately, and then applying expenditure behavior as reported by the CES to those 
households.  The household cohorts were estimated by applying the US Census Bureau‘s American 
Community Survey data for the share of households in each age and income cohort to the Colorado 
Demographer‘s Office estimate of total occupied households within the City of Colorado Springs.  Those 
cohorts of households by age and income were then adjusted to match the cohort groups reported by the 
CES.  Finally, the household expenditures in the appropriate service categories were applied to the 
estimated number of households to generate total expenditures on services and the 2.5% sales tax rate was 
applied to complete the estimate of tax revenue.  There are some limitations within this projection and the 
data that support it and should be viewed as a rough estimate.    

 



  Page | 234 

Tax Policy Evaluation  
 Under TABOR, a tax policy change directly causing a net tax revenue gain to 
any district is subject to an affirmative vote of the citizens of that district.  Under 
that provision, the extension of the sales tax to services would be subject to a 
vote.  Since some of the other revenue options discussed in this section will also 
be subject to a vote, it is imperative that the City strategically evaluates its 
potential for success at the ballot box for this revenue option in relationship to the 
others.    
  
The structure of the vote on services will also be important.  If the ballot language 
defines the service base narrowly and with specific services enumerated, then 
any future modification that results in increased revenue would require a 
subsequent vote.  A more broadly worded ballot title would provide the City 
Council with latitude to add services at a later date, but might meet with 
increased citizen resistance.  Given that Colorado Springs would be the first 
municipality in the state to present to its voters a proposal for a broad based 
sales tax on services, the more narrowly worded and better defined ballot 
language might be advisable, even though it limits future flexibility.  
  
Equity  
As noted previously, equity is both horizontal and vertical.  It can be argued that 
the sales tax is a consumption tax, and there is little reason (beyond historical 
accident, according to one commentator)131 to treat consumption of services 
differently from consumption of goods.  Furthermore, there is some evidence that 
suggests that the expansion of the sales tax to services, particularly if the service 
mix includes those that are disproportionately consumed by higher income 
households, would serve to reduce slightly, or at least not exacerbate, the 
regressivity of the sales tax.132 
  
Reliability/Sufficiency  
Sales tax on services, as with sales tax in general, is pro-cyclical and thus 
subject to downturns with the economy as a whole.  However, many of the 
consumer services subject to tax are for common small purchases that are 
probably not all that elastic.  Because services continue to be a growing portion 
of overall purchases, adding tax to services should improve overall sufficiency by 
reducing some of the base erosion.  
  
Ease of Adoption/Administration  
At the City level, the vehicle for collection of the tax is already in place.  
Additionally, many service industries such as salons currently sell products that 
are subject to sales tax.  These industries already have systems for collection 
and remittance of sales tax.  Other service providers will have to establish such 
systems. While some education will be necessary to inform those businesses of 
their need to now collect sales tax, it should not be overly burdensome.  It will 

                                                 
131  Michael Mazerov, “Expanding Sales Taxation of Services:  Options and Issues,” Center on Budget and 
Policy Priorities, June 2003.  
132 Michael Mazerov, “Expanding Sales Taxation of Services:  Options and Issues,” Center on Budget and 
Policy Priorities, June 2003. 
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likely be important to establish an on-going method for communicating the new 
need to collect the tax, educating the eligible businesses and providing visible 
enforcement efforts to ensure high levels of compliance.    
  
Economic Efficiency  
Any sales tax will have some deadweight loss associated with it, but given that 
most of these are fairly routine and small purchases, the reduction in economic 
activity shouldn‘t be large.  
 
Balanced or Broad-based  
The extension of the sales tax to services fits with good tax policy of establishing 
the broadest possible base and lowest possible rate.  
 
Appendix F:  Increase Property Tax Rate 
 
Author:  Public Financial Management  
 
As previously noted, for the nation as a whole, the property tax is the primary 
source of revenue for local governments in general as well as cities in particular.  
It is the only major tax utilized in all 50 states, and it is the oldest tax levied in the 
United States.  
  
At the same time, surveys have generally found that the property tax is the least 
popular of the major taxes.133  Taxpayer revolts are often specifically directed at 
the property tax, and, on average, property taxes are a declining source of 
revenue for cities and counties.134  
  
There are practical reasons that the property tax continues to be an important 
revenue source for local governments.  The property tax base is immobile and 
the tax difficult to evade, which means that local governments can easily 
administer and predict their revenues from year to year.  Unlike sales and income 
taxes, property values are not as closely tied to changes in the business cycle 
and thus provide a more stable source of revenue.  It also finances property-
related services, such as police and fire protection.   
 
Property taxes are also seen are largely the domain of local government and are 
not as prone to usurpation by state and federal government.  
  
Property taxes can become an issue not only with local voters and individual 
taxpayers but with businesses as well.  Several studies have examined the effect 
of property taxes on employment growth and property values, and, in general, 
high local property taxes deter economic growth.135  
 

                                                 
133  Gordon Shuford and Richard Young, “A Report on Local Government Funding:  An Overview of National 
Issues and Trends,” Institute of Public Affairs – Center for Governance, University of South Carolina, 
February 2000, p. 23. 
134 Robert L. Bland, “A Revenue Guide for Local Government Second Edition,” ICMA, 2005, p. 127. 
135 Therese J. McGuire, “Do Taxes Matter? Yes, No, Maybe So,” State Tax Today, June 9, 2003, p. 22. 
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Other studies have determined that cities with higher property tax burdens have 
lower property values.  One study found that a city with a tax burden double that 
of another will have property tax values about 15 percent lower than the other 
city.136     
 
It is also generally accepted that taxes increase in importance as a business 
choice of location narrows from a state or regional to a local level.  In particular, 
capital-intensive industries will pay particular attention to local property taxes.  
On the other hand, retail businesses, which are most concerned with readily 
available consumers, are not as likely to be impacted, at least in the short run, by 
property tax rates or increases.  
 
Colorado‘s property tax revenue is somewhat constrained by the Gallagher 
Amendment, which divides the State‘s property tax burden between residential 
and commercial property, with 45 percent of the total amount of state property 
tax collected coming from residential property, and 55 percent from commercial.  
It also fixes the assessment rate for commercial property at 29 percent.   
 
The assessment rate for residential property is evaluated every two years after 
reassessment and adjusted to maintain the 45 percent split of property tax 
revenue for residential property.  While the residential property assessment rate 
was 21 percent in 1982 (the year that the Gallagher Amendment was adopted), 
the 2007 and 2008 level was 7.96 percent.  
  
The Gallagher Amendment has led to decreases in taxable assessed values in 
some communities despite appreciation in market values on existing property.  
While real estate appreciation has been the norm nationally– the effect of 
Gallagher has been to decrease the ratio of taxable assessed value to market 
value.    
  
TABOR also affects property tax collections.  In most property tax systems, mill 
levies may be adjusted to raise the amount of revenue necessary to fund 
government services.  However, under TABOR it is necessary to receive voter 
approval to increase mill levies.  In instances where the assessed value of 
property declines, the mill levy cannot be used to maintain previous levels of 
property tax revenues.   
 
At the same time, if assessed values in a city or county increase significantly, 
TABOR‘s allowable revenue limit may require the local government to lower its 
mill levy.  Furthermore, if the ratio of residential to non-residential actual values 
changes in a manner that dictates an increase in the residential assessment rate, 
that rate may not float back up without an affirmative vote of Colorado‘s citizens.  
As a result, the rate was decreased in 1996. 1997, 1998, 2000, and 2002 to 
4.944 mills which is where it remains today.  
  
As previously noted, Colorado cities collect significantly less in property taxes 

                                                 
136 Katherine L. Bradbury and Helen F. Ladd, “City Taxes and Property Tax Bases,” National Bureau of 
Economic Research Working Paper 2197, March 1987, p. 27. 
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than the nation as a whole, and Colorado Springs is no exception.  There are 
strong arguments that can be made that additional property tax revenue would 
be a useful diversification of the revenue mix and would not over-burden property 
taxpayers.    
  
Possible Additional Revenue Generation  
The current estimate is that the City will generate $22.2 million in property tax 
revenue in FY2009.  This is about 9.3 percent of total revenues and the fourth 
largest revenue source.  The following details the property tax rates for the ten 
largest Front Range cities: 
  
City         City Mill Levy  
Pueblo         15.633  
Denver (city/county portion)  27.119  
Aurora         10.701  
Thornton       10.210  
Ft. Collins           9.797  
Centennial           4.958 
Colorado Springs         4.944  
Lakewood         4.711   
Arvada            4.310  
Westminster           3.650  
 Comparative Property Tax Rates, 2007137 
 

Impact on Citizens/businesses/developers  
Property tax increases are generally unpopular.  Many national surveys have 
identified the property tax as the least popular of the major taxes.  Businesses, in 
particular, may resist increases in the tax.  Because Colorado‘s Gallagher 
Amendment requires that non-residential property pay 55 percent of the property 
tax, businesses have seen their burden, in terms of taxes per assessed 
valuation, grow by a much faster rate than residential property taxpayers – 
approximately 3.7 times the tax rate on the same value of residential property.  
Unless they can be convinced that the services the City will provide will benefit 
them, it is likely that they will not support increases.  Residential property 
taxpayers are, by the last vote, also not easily convinced, although the impact on 
them, compared to other similar locations outside the State, is much lower than 
the norm.  
  
Equity  
While property taxes are generally considered somewhat regressive, they are 
less regressive than sales and excise taxes.  To the extent that property taxes 
supplement or supplant sales taxes, they may make the City‘s tax system more, 
rather than less equitable.    
  
While property taxes can be regressive for certain types of individuals (for 
example, a retired person living on a fixed income whose property continues to 
increase in value, leading to annual property tax increases), it is mitigated in 

                                                 
137 Colorado Department of Local Affairs, Division of Property Taxation, 2007 Annual Report. 
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many states by homestead exemptions, low income credits (often referred to as 
‗circuit breakers‘), and the business tax component The requirement that 55 
percent of the property tax is paid by commercial property is significant and 
greatly reduces regressivity – the business property tax component falls on 
owners of capital and is also, to some degree, exported to residents in other 
states.  One national study found that, on average, 40 percent of a typical state‘s 
property taxes fall on business (excluding the portion of property taxes that were 
assigned to renters), well below Colorado‘s 55 percent.138 
  
Reliability/Sufficiency  
The property tax is probably the most reliable of all local taxes.  Property tax 
collection rates are extremely high, typically in the range of 92 to 96 percent of 
the current levy.139  It is assessed against property, which cannot leave for cities 
with lower tax rates.  A lien can be placed on the property should taxes not be 
paid, making evasion, at least in the long run, difficult.  Property generally 
appreciates in value over time, giving local governments the opportunity to obtain 
additional revenue without necessarily having to increase property tax rates.  
  
In general, property taxes are an excellent tax for raising sufficient revenue.  In 
many state tax systems, the local government budget is set and property tax 
rates are then pegged to raise an amount sufficient to fund the budget.  TABOR 
complicates this process in Colorado Springs.  
  
Ease of Adoption/Administration  
The vehicle for collection of the tax is already in place.  However, any increase in 
property tax rates is subject to a vote by Colorado Springs‘ citizens.  
  
Economic Efficiency  
The debate over the property tax is probably more heated than over any other 
mechanism for raising revenue.  Originally, the general rationale for the property 
tax rested on homeowners being the primary consumers of local government 
services.  In many states, farmers and ranchers (often a powerful lobby) sought 
and gained limits on taxes by arguing that they were bearing a disproportionate 
share of the tax burden.  Property tax revolts, such as Proposition 13, have, in 
many states, triggered local efforts to broaden their revenue base.  
  
While opponents of the tax have made a strong case that property owners bear a 
disproportionate share of the local government tax burden, it is not all that clear.  
For most households, their home is their primary investment and the largest 
single purchase that they will ever make.  Locally delivered services, including 
fire and police protection as well as libraries and recreational facilities, are 
particularly important for most homeowners.  Studies have shown that cities that 
effectively deliver these services are highly valued and result in stronger property 
                                                 
138  Institute on Taxation and Economic Policy, “Who Pays?  A distributional analysis of the tax systems in all 
50 states,” 2003, p. 9.  
 
139 Gordon Shuford and Richard Young, “A Report on Local Government Funding:  An Overview of National 
Issues and Trends,” Institute of Public Affairs – Center for Governance, University of South Carolina, 
February 2000, p. 26. 
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values, which ultimately provide a better return on investment for homeowners.  
  
Balanced or Broad-based  
This is an existing tax, so an increase in the rate does not assist in making the 
system more balanced or broad-based.  However, given that the sales tax makes 
up over half of the revenue collected by the City, an increase to the property tax 
that reduced reliance on the sales tax would make the system more broad-
based.  Just as important, the essential stability of the property tax would 
improve balance in the system.  

Appendix G: Differential Sales Tax Rates  
 
Author:  Public Financial Management  
The State of Colorado allows home rule cities to determine their own sales tax 
base and rates.  Several cities have established differential rates for certain 
items.  Among large cities, for example, Denver has a higher rate for prepared 
food and rental cars.  
  
Possible Additional Revenue Generation  
According to revenue data from the City, by NAICS code, prepared food subject 
to sales tax totaled $16.93 million in 2007, reflecting 5.1 percent growth over the 
previous year.  Assuming zero growth, it is estimated that a one percent increase 
in the sales tax rate from 2.0 percent to 3.0 percent would generate 
approximately $8.21 million.   
 
For example, the City of Denver has a 3.5 percent general sales tax rate but 
charges 4 percent for food and liquor for immediate consumption.  It is likely that 
any increase of less than 1 percent will not lead to significant border effects.  
  
Impact on Citizens/businesses/developers  
This would mostly be limited to the particular business or industry subjected to 
the higher rate.  In general, these are applied to businesses or industries with 
limited substitution.  
  
Equity  
It depends on its application, but, in Denver‘s case, application to relatively high 
end services (restaurants and rental cars) should be reasonable.  
  
Reliability/Sufficiency  
These should have the same patterns as the general sales tax.  
  
Ease of Adoption/Administration  
The vehicle for collection of the tax is already in place.  Under TABOR, approval 
of these differential rates would be subject to an affirmative vote of Colorado 
Springs‘ citizens.  
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Economic Efficiency  
Any sales tax will have some deadweight loss associated with it, but the minor 
increase suggested on differential services such as meals eaten out likely will 
lead to little or no behavioral change among consumers and thus little 
deadweight loss.  
  
Balanced or Broad-based  
One of the concerns about the current sales tax is that the base is eroding and 
little has been done to address this fact. An increase in the rate for specific items 
does not address this concern.  

Appendix H: Payments in Lieu of Taxes/Non-Profit Contribution  
 
Author:  Public Financial Management  
 
Non-profit corporations benefit from the use of City services, including fire and 
police protection and street maintenance.  In fact, it has been suggested that the 
nonprofit sector has been the single fastest growing segment of the U.S. 
economy.140  
  
While non-profit corporations are an important asset for the community as a 
whole, the City costs associated with serving them are borne by the other 
taxpayers of the City, many of whom do not enjoy the financial health of these 
organizations.  To address this fact, many cities across the country have sought 
either voluntary payments in lieu of taxes (PILOTs or PILTs) or have designed 
programs to assess all residents for basic city services, including non-profit 
corporations, with a credit given to property taxpayers for these charges.  
  
The first use of PILTs was by the federal government, which continues to 
reimburse cities for services related to federal facilities.  Several states and state 
universities also reimburse local governments for services provided to their 
facilities.  
  
Colorado Springs currently has a PILT program with its utilities, cemetery, human 
service complex, parking system, Valley Hi Golf Course, and the stormwater 
enterprise.  PILTs currently generate about $27 million annually.  The primary 
contribution is from the Colorado Springs Utilities.  
  
Colorado Springs has many tax exempt and non-profit entities within its borders 
from the Air Force Academy to Colorado College to Fort Carson.  There is no 
question that these institutions are a major reason for Colorado Springs‘ 
excellent reputation.  They are also the source of some of the region‘s best 
paying and most challenging jobs.  It is also unquestionable that these 
institutions, because of their size and number of employees, utilize a broad 
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variety of City services.  The challenge is to find a mechanism to encourage the 
continued success in Colorado Springs of these organizations, while at the same 
time having them provide some financial support for the City services upon which 
they rely.  
  
The options available to accomplish these goals are limited.  One option is for the 
City to attempt to impose some type of municipal services fee or tax on these 
institutions.  This option certainly has its drawbacks, including the need for voter 
approval to exercise additional taxes in Colorado Springs.  In addition, this type 
of tax can also lead to rancor and resentment between the tax-exempt entities 
and the City.  
  
A second option is the pursuit of municipal services agreements with the 
institutions.  Although this solution is common to many urban centers housing 
large non-profit institutions, depending upon their formality and terms, these 
agreements can be difficult to enforce and uneven in the revenues raised from 
year to year.  Municipal services agreements are therefore notoriously difficult to 
budget in a responsible manner.  Further, since these agreements are often 
between the City and the individual entity, they are often perceived as unfair by 
participating institutions because the payments vary from institution to institution 
and not all institutions participate.  
  
It is also possible to use service charges – often district assessments – to recoup 
costs associated with non-profit corporations.  In these instances, it would be 
necessary for the City to do an assessment of the costs associated with 
providing service to property owners, such as street construction and 
maintenance.  Charges are then made to each property owner based on their 
frontage; generally, a credit is given against property tax so that the charges are 
largely borne by the non-profit community.  In many instances, the threat of this 
sort of process is used to exact voluntary contributions from the non-profit 
community.   Baltimore received a commitment of payments of $20 million over 4 
years from 16 of the city‘s largest nonprofit organizations after the City dropped a 
proposed energy use tax on nonprofit organizations within the city.   
  
Additional revenue generation would depend on a variety of factors.  In some 
cities, the negotiations are a “get what you can” approach.  In FY2005, the City of 
Pittsburgh negotiated a $5.5 million aggregate fee from its non-profit community, 
which included the University of Pittsburgh, the University of Pittsburgh Medical 
Center, Duquesne University, Carnegie-Mellon University and others.  In some 
communities, the negotiation of payments in lieu of taxes is well established – 
MIT and Harvard Universities annually provide multi-million dollar support to 
Cambridge, Massachusetts for police, fire, and other city services.  
  
This approach of the City initiating active discussions with the major tax exempt 
institutions, and eventually the smaller non-profits, has several advantages.  It 
fosters cooperation and problem solving, rather than discord.  It builds on the 
historic commitment of Colorado Springs‘ organizations to contribute to the City‘s 
vibrancy and well-being.  It makes possible fixed, annual contributions to the 
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City‘s revenues which can be responsibly budgeted.  It facilitates the initiation 
and completion of projects which the City could not otherwise afford.  If an 
independent foundation was established, it would give the donors the authority to 
direct their donations to projects in which they have a particular interest.  Non 
profits could endow this foundation with PILTs.  The foundation funds would then 
support services currently provided by the City and thus free up funds.  
  
Other cities utilizing PILOTs are Indianapolis, IN; Minneapolis, MN; New Haven, 
CT; and Palo Alto, CA.141 
  
In general, this approach will be supported by the community as a whole.  The 
argument that City services are provided without payment by non-profits 
resonates with most taxpayers.  The fact that non-profits are also largely 
exempted from sales and use taxes is a further argument in favor of some form 
of taxation to recoup the cost of services.  
  
Equity  
While many small non-profit organizations are run on small budgets and would 
find any additional payment burdensome, many, such as hospitals, public and 
private universities, and national organizations, are fully able to make these 
contributions. In many respects, they have more capacity to make payments to 
support city services than lower income taxpayers.  
  
Reliability/Sufficiency  
This depends on the structure of the PILTs.  If it relies on year-to-year 
contributions, it is not a reliable revenue source.  In many cases, cities negotiate 
multi-year agreements, which increase their reliability.  In the absence of 
agreements, an assessment is a fairly reliable and stable source of income.  
  
Ease of Adoption/Administration  
Negotiation with non-profits can be a time consuming process, and the time and 
cost associated with the actual collection of pledged contributions should not be 
underestimated.  Since this is a fee, it may be implemented without a vote of 
Colorado Springs‘ citizens.  
  
Economic Efficiency  
While the practice of exempting non-profits from property tax is long-standing, it 
is not entirely clear from a market efficiency standpoint.  The original premise 
may have been to keep government out of church-state entanglements or to 
assist organizations that have a strong public purpose but are not in strong 
financial shape.    
  
While these are laudable goals, many non-profits, particularly colleges and 
universities and health care facilities, require a great deal of local city service 
support, pay little or no taxes, and are in a financial position that would allow 
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them to provide financial support for these services.  
  
Balanced or Broad-based  
This would broaden the City‘s revenue base.  
 
Appendix I:  Market-based Revenue Opportunities 
 
Author:  Public Financial Management  
 
Colorado Springs should implement an active and structure Market-Based 
Revenue Opportunity (MBRO) program to maximize the revenue-generating 
capacity of its municipal assets.  This broad term encompasses various 
entrepreneurial concepts, including advertising, exclusivity arrangements, rental 
agreements, and corporate sponsorships.  
  
While some MBRO opportunities, such as bus shelter advertising, are generally 
well established in the municipal marketplace, other areas are still evolving.  
Further, such arrangements can raise legitimate community concerns regarding 
the appropriateness of advertising content, aesthetics, and excessive 
commercialization of public service.  Consequently, the City should first establish 
an MBRO policy to outline guiding principles for considering such arrangements 
consistent with local community values.  
  
Next, within this policy framework, the City should inventory potential facilities, 
real estate, and other assets with potential MBRO Revenue generation.  This 
assessment shall include, but not be limited to, consideration of opportunities in 
the following categories:  
  

 General outdoor advertising.  Billboards and other outdoor signage can 
generate both a fixed rental payment and/or a share of gross advertising 
revenues.  While the precise revenue generation potential largely depends 
on location, a single prime billboard location can generate tens of 
thousands of dollars per year.  Some governments are also exploring 
temporary ad banners on public construction site fences.   
 

 Street furniture. Advertising revenues can offset or even eliminate the costs 
of street furniture43�, including such amenities as bus shelters, benches, 
public toilets, newsstands, trash receptacles, information kiosks, bicycle 
racks, and telephone pillars.  In Boston, for example, the city‘s advertising 
revenue stream for a high quality street furniture program includes both an 
annual fixed fee of $750,000 and a license royalty fee (10 percent of 
annual revenues, generating $314,780 in 2003).  

 
 Indoor advertising.  Advertisements may be placed in public restrooms, 

libraries, civic centers, parking garages, and recreation venues.  For a 
modestly scaled indoor advertisement, vendors estimate that each frame 
can generate as much as $1,920 annually, with a government receiving 
10-25 percent of the revenue.  
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 Other miscellaneous advertising.  Other advertising options being pursued 
by municipalities nationally include: tax and utility bill inserts; banners on 
government websites; advertising placements on the sides of rollout 
refuse carts as used in conjunction with automated trash collection; 
vehicle advertising “wrap” arrangements; and advertisements on parking 
meter poles.  

 
 Secondary use of public real estate. City facilities and/or infrastructure can 

generate supplemental revenues from such options as leases for the 
placement of telecommunications equipment (e.g., cell-phone towers) and 
facility rentals for events and activities.  

 
 Municipal marketing partnerships.  A number of communities have 

developed corporate sponsorship programs, often in a blended 
arrangement involving commodity delivery, promotions, and discounts.  
For example: 

 
o Huntington Beach, CA:  Realizes $3 million in annual benefit from  
 corporate partners including Coca-Cola, Chevrolet, Simple 
 Green, and Yamaha.  
o Oakland, CA: Named Coca-Cola its official soft drink, giving it  

   exclusive rights in city buildings and parks.  
 San Diego, CA:  Corporate partnership program has netted $5 million  

over the past several years, resulting in revenue to expense ratio of 
22:1.142  Corporate partners, including Pepsi, Verizon, and General 
Motors, have all paid for the right to be the “exclusive” provider of their 
respective products and services to the City.  
 

 Miami, FL: Purina sponsored construction of two “Dog Chow Dog  
Parks” as part of a marketing campaign in exchange for promotion rights 
and a waiver of fees for park events.  
 

 Austin, TX: Austin has recently committed to exploring MBRO options  
and is considering which types of assets and services should be involved 
in a future program.  

  
MBROs are popular because they provide revenues that are not raised via taxes.  
However, some citizens find the use of city space for advertising to be 
inappropriate.  The City‘s own elected and appointed leadership must exercise 
judgment to determine which of the multiple MBRO alternatives available would 
be most consistent with Colorado Springs‘ community values and standards.  
While a relatively small source of income, MBROs are a tool for continuing to 
diversify the revenue stream with incremental steps away from the heavy 
reliance on the sales tax.  

                                                 
142  The “expense” referred to in this ratio is the amount of money the City has spent on their MBRO 
program, meaning that for every $1 spent, they‘ve generated $22 in MBRO income. 
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Equity  
As a revenue source, there really aren‘t issues relating to equity.  There may be 
concerns about the City providing its imprimatur to the businesses, products or 
services that are advertised.  
  
Reliability/Sufficiency  
Experience is limited, but cities with active MBRO programs have enjoyed steady 
revenue streams from their programs.  
  
Ease of Adoption/Administration  
The City will need to issue an RFP and assess the responses.  In general, cities 
that have pursued this action have required 12-18 months to begin generating 
revenues.   
  
Economic Efficiency  
MBROs are, by their nature, driven by the market that exists for advertising and 
other provided services.    
 
Balanced or Broad-based  
While not a large revenue source, this can be a useful method for generating 
revenue that is not paid by business or consumer taxes.  
  
 
Appendix J: Wireless Phone Tax  
 
Authors:  Public Financial Management Inc., and City attorney Pat McDivitt 
 
This appendix has two sections.  Immediately below is a response to the 
Revenue subcommittee from City attorney Pat McDivitt regarding the legal ability 
of the City to tax internet services or cell phones.  Following that is the analysis 
on taxing telecommunications from Public Financial Management. 
 
 
Author:  Pat McDivitt, City of Colorado Springs 
 
Question from SFC:  Can City taxes be imposed on: 
  
ISPs:  No.  CRS § 20-1-1001(1.5) states that home rule municipalities (and other 
local governments) cannot impose taxes (with a limited exception that does not 
apply to the City) on ISPs.  Franchise fees are permitted. 

  
Telecommunications:  To a limited extent the City could tax these services.  CRS 
§ 29-1-102, which follows the federal Mobile Telecommunications Sourcing Act, 
4 USC § 116, et. seq., states that local governments can impose local taxes only 
if the taxpayers primary place of use of the telecommunications device is within 
the boundaries of the government.  This act applies to mobile devices.  
Presumably land line service within the City could be taxed because the primary 
place of use would be in the City, but this act dealt only with mobile 
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telecommunications services. 
 
 
Author:  Public Financial Management Inc. 
 
The 2008 Census indicates that there are 309 million people in the United States; 
and, as of June 2008, there were 262.7 million wireless subscribers.  Wireless 
only households for 2007 were estimated at 15.8%, up from 7.7% in June of 
2005.  Wireless revenue also increased from $46.9 billion in June of 2000 to 
$143.7 billion in June of 2008.143   
  
Traditional landlines have been subject to telecommunications taxes that cell 
phones have often escaped.  Cities across the country, looking for ways to 
recoup the revenue lost from this decline, have begun taxing cell phone usage as 
a replacement mechanism.  
  
Currently, cell phone service in Colorado Springs is subject to the 2.5 percent 
City sales tax.  However, unlike land-lines, they are not assessed an occupation 
tax.  
  
It has been suggested that the watershed event in starting the new round of cell 
phone taxation was the State of Pennsylvania‘s adoption of a 5% cell phone tax 
in 2003.  Others have quickly followed suit.  In Virginia, 39 cities have approved a 
tax.  In California, which most extensively applies the charges, 160 local 
governments have a cell phone tax.    
  
The following details cell phone tax rates for selected cities:  
 
  
City Cell Phone Tax Rates  
 
City       Rate per month  
Baltimore, MD     $ 3.50  
Alexandria, VA     $ 3.00  
Los Angeles, CA    10.00%  
Independence, MO*      9.08%  
San Francisco, CA      7.50%  
Columbia, MO*      7.00%  
Eugene, OR       2.00%  
 
*City franchise fee 
 

 
Possible Additional Revenue Generation  
The revenue a new tax could generate would, of course, depend upon the 

                                                 
143  CTIA, International Association for the Wireless Telecommunication Industry, “Wireless Quick Facts,” at 
http://www.ctia.org/advocacy/research. 

http://www.ctia.org/advocacy/research
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established rate. Alexandria, Virginia, with an estimated July 2004 population of 
128,206, is projected to raise approximately $1.7 million in FY2006.  It is notable 
that in previous years, Alexandria relied on a 25 percent tax on local phone 
service, which brought in an average of $7.50 per phone line per month.  
However, the number of landlines in the city has dropped in the past two years 
from over 120,000 to about 113,000.  
  
Portland, Oregon, with an estimated population of 529,121 in July 2004, 
considered establishing a 5 percent tax on revenues from wireless phones and 
landline services.  In this case, the Portland tax would have decreased the 
current landline taxes from 7 percent to the unified rate of 5 percent.  It was 
estimated that these changes would have added an additional $6 million in 
revenue for the city.  
 
Based on household data for Colorado Springs, this would total approximately 
327,171 cellular phone subscribers.  This total is probably low, as it would not 
include business subscribers and those households with multiple accounts.    
  
Based on the conservative 327,171 estimate of the number of users, doubling 
the current 2.5 percent tax, based on an average bill of $55 per month, would 
generate approximately $899,720 in annual revenue.  At this time, it is unlikely 
that the additional tax would significantly alter utilization of this service.   
  
Impact on Citizens/businesses/developers  
A cell phone tax will increase tax payments for many City residents.  However, 
cities have found this to be an acceptable tax because telephone calls have 
traditionally been subject to federal, state, and local taxes.  This aligns with the 
theory that an old tax is a good tax – few consumers will be shocked to see a 
local tax added to a phone bill.  Additionally, as residents experience lower land-
line phone charges due to reduced rates and usage, the absolute dollars of tax 
paid for land-line service will decline.  In a sense, the cell tax would be a 
replacement tax rather than an additional burden.  
  
Equity  
Land-lines have traditionally been taxed, so taxing cellular phones is necessary 
for horizontal equity.  It could also be argued that a differential tax rate is 
acceptable, as cellular phone usage has some significant negative 
consequences, including motor vehicle accidents attributable to cell phone use 
that does not exist with landlines.    
  
Reliability/Sufficiency  
The revenue associated with current charges for landlines are eroding, and this 
can help address that revenue loss.  Telephone usage tends to be rather 
inelastic, so the tax revenue will likely not decline when the economy slows.  
  
Ease of Adoption/Administration  
Cellular phone providers are accustomed to billing for taxes, so there should not 
be significant issues associated with compliance or collection of the tax.  
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However, under TABOR, this tax increase would be subject to a vote of Colorado 
Springs‘ citizens.  
  
Economic Efficiency  
The taxes borne by cellular phone subscribers are significant.  It does not appear 
to have significantly dampened demand in the market to date.  However, there 
may be a point at which tax rates – now nearly 20 percent on average – will lead 
to a reduction in utilization.  However, the benefits of cellular phone service have 
so far outweighed the tax issues, and it is likely to be the case in the future, 
absent the development of alternate technologies.  
  
Balanced or Broad-based  
Given that landline tax collections are declining, this would be a method for 
preventing further erosion in the tax base.  
 
 
Appendix K:  Admissions Tax Extension 
 
Colorado Springs levies 2.0% admissions tax on movie theater admissions.  This 
tax does not yield significant revenues, with total admissions taxes revenues 
equaling less than 0.2% of total General Fund revenues.  
  
Several cities also charge an admissions tax on sporting and entertainment 
events, in addition to just movies at the theater.  For example, the City of Boulder 
charges 5.0% on the price of tickets for any event in the city that is open to the 
public, with the exception of events at University of Colorado at Colorado 
Springs.   
 
Denver also imposes a 10.0% tax on the purchase price of each admission to 
any entertainment, amusement or athletic event or other production held at or on 
any facility or property owned or leased by the City of Denver.  Similarly, 
Westminster levies an admissions tax of 3.0% upon the purchase price paid for 
admission to a performance or film, an establishment selling malt or alcoholic 
beverages, use of a bowling lane at a bowling alley, or any public display of live 
animals or plants.    
  
Expanding the admissions tax to all public events like concerts, will probably not 
yield significant new revenues, but it will most likely not impact consumer 
behavior.  
  
Equity  
Currently, the admissions tax applies to some types of events but not for others, 
which could be considered inequitable.  Extending to all events with a fee for 
admission would level that playing field and provide a more equitable tax.   
  
 
Reliability/Sufficiency  
Admission taxes are generally considered pro-cyclical, as disposable income 
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devoted to entertainment and similar activities often decline during economic 
down turns.  The City benefits, however, from the large number of events at the 
World Arena.  
  
Ease of Adoption/Administration  
This tax would be subject to a vote of Colorado Springs‘ citizens.  Since at least a 
portion of the burden of the tax is borne by non-residents (in particular for sin 
taxes such as the Westminster Admissions Tax on entrance into an 
establishment selling alcohol), there may not be strong local opposition.  
  
Economic Efficiency  
To the extent that there are, indeed, cash flow issues for the City associated with 
residents and non-residents coming into the City for events, the tax can reflect 
these costs and better capture them.    
  
Balanced or Broad-based  
It should broaden the City’s revenue base.  
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Final Recommendations regarding Assets and Enterprises  
 
Section Summary 
 
The Sustainable Funding Committee, acting on the recommendations of the 
Assets and Enterprises Subcommittee and its subcommittees, makes numerous 
recommendations to the City Council regarding the contributions these 
Enterprises might make to the long term funding sustainability of the City’s 
general fund.  These recommendations are found below in summary form, with 
more detail as to the Committee process, findings, and the environment and 
conditions which illuminated these recommendations following.  Several 
appendices in support of this effort are also attached. 
 
The Subcommittee examined the general concepts of “monetizing” the assets to 
deliver increased revenue to the general fund and/or reorganizing the enterprises 
for efficiency or possible sale. 
 
The SFC recommends the following actions: 
 

 Colorado Springs Utilities – Altering the governance model of Colorado 
Springs Utilities is recommended, along with adjustment of utility rates 
over time to a market index in order to provide additional funding for 
the city.   

 Memorial Hospital System – Further study of options to change the 
governance and ownership of Memorial Hospital System are 
recommended.       

 Parking System – Continue operations as is while considering a sale to 
downtown quasi-governmental interests 

 Colorado Springs Municipal Airport –Continue aggressive 
management for economic development purposes.  Do not seek a pilot 
program.  Seek creative enhancements for returns to General Fund. 

 Cemetery operations – Seek a management contract that will expand 
services offered and compete in the industry for a return to the City 

 Golf Courses –  
o Patty Jewett – No change 
o Valley Hi – Seek privatization opportunities that will increase 

revenues to the City through long term leases or management 
contract 

 Human Services Complex (Golf Acres) – No change 
 Pikes Peak Highway – No change  

 
Background 
SFC’s initial charge to the Assets and Enterprises Subcommittee (AES) was to 
look at the options the City might have to manage the enterprises in such a way 
that might increase the contribution of the enterprises to the long term 
sustainability of the City’s general fund budget. 
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We received presentations from managers and staffs of each of the enterprises 
except stormwater and redevelopment review, where charges are not subject to 
market forces.  The primary discussion related to the business operations – the 
business models, the competition, the industry they are operating in and their 
financial situations including balance sheets and profit and loss statements. 
 
We also discussed and researched the concepts of monetizing these enterprises.  
The term monetizing is in current vogue as an encompassing definition for a 
variety of opportunities including sale, lease, concession agreements and other 
methods of increasing the bottom line return on investment.  There are a number 
of governments that are leading the way in this market niche, especially Chicago.  
For a number of years, the Urban Land Institute and others have led the 
discussion of whether this monetization concept is a good method of 
recapitalizing other infrastructure projects.  This concept has led to the increasing 
use of enterprises and other assets as a new asset class that can be monetized 
to fund other needs of the governments that own them.  The lack of any 
investment assets class at the moment makes the exercise today a bit academic. 
 
Following City Council’s recommendations, AES divided into four sub-
subcommittees to further analyze the larger enterprises – Memorial Hospital, 
Colorado Springs Utilities, the municipal parking system and Colorado Springs 
Municipal Airport 
 
AES’s efforts focused on the following general questions: 
 

 How does each of these define return on investment? 
 How would the return be increased to the owners? 
 How are the City residents, who are the owners, subsidizing non-City 

residents? 
 What are the restrictions to increasing returns to the owners? 
 How would the City use any funds that might be realized from 

monetization of City enterprises? 
 
Some of the pertinent conclusions are as follows: 
 

1. Each of these enterprises operates in distinct and different business 
environments 

a. Airports as federal entities 
b. Utilities as a monopoly 
c. Hospital as a complex and difficult business environment 

2. That just as with any business, not making changes inside the business 
environment can create difficult situations, the cemeteries being an 
example. 

3. Some of the enterprises do not lend themselves well to monetization such 
as the Golf Acres center, the Pikes Peak Highway and Patty Jewett Golf 
Course.   

4. The staffs of these enterprises are very impressive, are mostly open to 
this discussion and aware of the business environment they operate in. 
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5. That there are some opportunities to increase returns that can be easily 
explored – i.e., cemeteries, Valley Hi golf.  These processes are already 
being undertaken. 

6.  There is significant capital that might be released from monetizing assets 
and that analysis should be consistently a part of any financial solution to 
the funding dilemmas for the community. 

7.  An annual, consistently applied evaluation of the return on investments for 
each enterprise should be accomplished 

 
Enterprise by Enterprise Analysis – Pertinent information 
 
The following information was pertinent to the final recommendations.  Some of 
the information is contained in appendices and some is available on the City’s 
website. 
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Colorado Springs Utilities 
 
Executive Summary and Recommendation 
 
At the request and appointment of Colorado Springs City Council and the 
Sustainable Funding Committee, the City Assets and Enterprises Subcommittee 
has completed an evaluation of alternatives for monetizing Colorado Springs 
Utilities in order to provide a sustainable funding source to the City of Colorado 
Springs.  This section was approved by the SFC with one dissenting vote. 
 
The Subcommittee has evaluated alternatives  and recommends, although not 
unanimously144, that in order to best meet the assigned sustainable funding goals, 
Colorado Springs Utilities provide additional funding to the City as opposed to selling all 
or parts of the enterprise.  The Subcommittee observed that Colorado Springs Utilities’ 
rates are typically below the rates of utilities in the region and identified an opportunity 
to maximize the rate of return to the City by increasing rates commensurate with the 
surrounding utility energy market.  It is recognized that this would be a clear paradigm 
shift from operating Colorado Springs Utilities as a stand-alone enterprise to using the 
Colorado Springs Utilities as a significant funding source for the City. 
 
Mechanisms to obtain potential additional funding amounts in addition to the Payment in 
Lieu of Taxes (PILT) could be developed as follows:  
 Set a rate of return percentage, adjust rates to a market index, paid to the City 

annually 
 Provide direct support to the City budget by dollar amount or percentage 

 
The Subcommittee recommends that Colorado Springs Utilities increase rates to 
provide additional funding to the city, and suggests that such increases be put into place 
over a period of time. 
 
The Subcommittee unanimously recommends a change to the Colorado Springs 
Utilities’ governance model; i.e. change the current Utilities Board model to an 
Independent Board Model.  This latter form of governance is also more consistent with 
the structure of most large municipal utilities throughout the country today.  See Exhibit 
C for additional recommendations. 
 
Evaluation Methodologies: 
The Subcommittee members and Virchow Krause (a consultant hired to provide 
information to the committee), with support from Colorado Springs Utilities staff, 
conducted detailed analysis of approaches starting in early 2009.  The results of the 
work resulted in two alternatives for monetizing Colorado Springs Utilities to provide 
sustainable funding sources to the City’s general fund. They included:  
 
Alternative #1:  Sale of Colorado Springs Utilities to an investor owned utility (IOU) 

Finding:  The sale of Colorado Springs Utilities to an IOU would not be practical in 
that the total estimated market value of Colorado Springs Utilities would not be 

                                                 
144 A minority view of the Sub-Subcommittee is that the enterprise should give the citizen-owner's their 
earned dividends in the form of lower rates.  



adequate to provide a reasonable cash inflow to the City once all outstanding debt 
obligations are satisfied.  Bond covenants require all bonds be paid off, or 
defeased, in the event of the sale of any or all Colorado Springs Utilities assets.   
 
 Colorado Springs Utilities sales valuations are estimated to range from lows of 

$0.6 billion under a discounted cash flow methodology to a high of $1.7 billion 
using valuation based on a multiple of expected earnings. Under the most 
optimistic market valuations of $1.7 billion, a sale of Colorado Springs Utilities 
would not realize adequate proceeds to defease current bond obligations, 
currently valued at $1.8 billion.  This would cause a $100 Million funding 
shortfall to the City.  

 
 Regardless of the net amount realized through sale of Colorado Springs 

Utilities to an IOU, it is not considered adequate compensation for the loss of 
control of the asset by the City and the potential 30 – 40% rate increase 
following the sale.  

 
 Benefits of operating as a municipal utility include: a lower cost of capital (50%), 

local control and lower rates.  
 

 
 
 
Alternative #2:  Retention of Colorado Springs Utilities with consideration 
of increasing general fund transfers (GFT’s)145 to the City  

Finding:  Increasing general fund transfers from Colorado Springs Utilities to the 
City through increased GFT payments may be accomplished if accompanied by 
ongoing efficiency of operations and where utility rates are also increased to offset 
the increase in GFTs. 
 
 The amount of increase in GFT is dependent on the willingness of the current 

governing body to allow Colorado Springs Utilities to operate with an objective 
of maximizing the return on investments/return on assets similar to a private 
“for profit” utility and remitting additional funds back to the City. To date, the 
assets of Colorado Springs Utilities have been funded through customer 
payments for utility service received.   

 
 The amount provided in the GFT would be possible through a rate increase and 

could become a significant portion of the City’s budget.  One example is to 
increase all customers’ electric rates by 20% which could provide an estimated 
additional GFT of approximately $78 million. This would be in addition to rate 
increases already projected for increased operational costs and regulatory 
requirements such as carbon tax and increased renewable energy 
requirements. 

 
 The consequences of increasing rates to provide a significant increase in GFT: 
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145 General fund transfer of GFT means the Payment in lieu of taxes (PILT) and other transfers of funds to 
the City that may exceed the calculation of the PILT. 
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 would adversely impact bond ratings, although not necessarily a     
  downgrade;  

 could erode perception of the City as a competitive location for 
economic development; and 

 could be viewed as an indirect tax by local ratepayers.   
 

 City Code Section 12.1.107, Subsection “E” states, “ Standards For Setting 
Electric, Streetlight And Natural Gas Rates: All rates, as established by City 
Council for electric, streetlight and natural gas service, shall be just, 
reasonable, sufficient and not unduly discriminatory…..”  A determination will 
need to be made as to whether increasing rates for additional GFT’s would 
meet the code section requirements. 

 
 Current  Colorado Springs Utilities Board Policy Governance, Ends 

Policy E-1 states that Colorado Springs Utilities’ organizational purpose 
is “to provide safe, reliable, competitively-priced electric, natural gas, 
water and wastewater services to the citizen owners and customers of 
Colorado Springs Utilities” and that in order to keep rates competitive the 
following is part of the Organizational Purpose Ends policy and the 
CEO’s annual performance plan for 2009: 

 Combined rates based on the Regional Utility Price 
Competitiveness Index for the four core services will be an 
average +/- 5% target of the identified regional economic 
competitor cities. 

 
 Combined rates based on the Economic Development Price 

Competitiveness for the four core services will be a ranking 
between 31% - 50% of the surveyed communities identified in 
collaboration with the Economic Development Corporation as 
economic competitor cities.  

 
 
Exhibit A: Alternative #1: Enterprise Valuation for Potential Sale of Colorado Springs  
   Utilities (pg 259) 
 
Exhibit B: Alternative #2: Retention of Colorado Springs Utilities with an Increase in 

General Fund Transfers to the City from Colorado Springs Utilities (pg 
260) 

 
Exhibit C:  Governance Model Consideration in Support of Alternative #2 (pg 262) 
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CSU Exhibit A: 
Alternative #1: Enterprise Valuation for Potential Sale of Colorado Springs 
Utilities 

 
Overview: The Subcommittee performed analyses to obtain a high level market 
valuation of Colorado Springs Utilities’ four services to determine whether ample 
valuation exists to warrant a sale of one or all of the utility services.  To ensure an 
objective valuation methodology was used in the analysis and valuation of Colorado 
Springs Utilities four services, Colorado Springs Utilities employed the certified public 
accounting firm of Virchow Krause (VK). Two valuation methodologies were used by VK 
to arrive at valuation: Discounted Cash Flow (DCF) and Valuation as a Multiple of 
Expected Earnings (VMEE).  To arrive at an expected market value under both 
methodologies, the cash flows and imputed earnings levels reflect the projections made 
in the 2009 Annual Operating Plan.  The respective Colorado Springs Utilities’ 
valuations derived from the DCF and VMEE analyses were netted against outstanding 
bond obligations to arrive at a residual value for Colorado Springs Utilities Defeasance 
of all outstanding bond obligations is a requirement in the event of a sale of one or all 
services.  
 
Conclusion:  Under current rate structures and growth expectations, neither the DCF 
Valuation model nor the VMEE model provide ample residual value to warrant sale of 
any one or all services when netted against outstanding bond obligations. Again, all 
outstanding bond obligations would be required to be repaid or defeased in the event of 
a sale.  While Colorado Springs Utilities’ cash flows are expected to remain healthy over 
the projected time period, significant capital investments required in the water delivery 
and electrical generation services reduce free cash flow levels required to drive higher 
Colorado Springs Utilities’ valuations.  To generate higher market valuation in the DCF 
model, cash flows could be enhanced through a significant rate increase combined with 
a deferral of planned capital expenditures. Market valuations could be enhanced in the 
VMEE model through rate increases or the assumption of higher market multiples.  VK 
does not believe higher market multiples are appropriate for the public utility sector.  
 
Details of both methodologies are presented below.  It should be noted the information 
presented in this summary and the associated conclusions are the results of very high 
level analyses using existing market rates and growth projections.  While the 
Subcommittee feels the conclusions of this analysis are valid, additional comprehensive 
evaluations should be conducted if Council determines selling any or all of Colorado 
Springs Utilities remains a viable alternative.   
 
Methodologies used for Alternative #1: 
 
Discounted Cash Flow Model:  
Colorado Springs Utilities’ market valuation in the DCF methodology was established 
using future expectations of cash flows by service levels discounted to present rates 
that reflect a weighted average pre-tax cost of capital for an investor owned utility (IOU): 
13%, 14% and 15%. The cash flows and total Colorado Springs Utilities’ values at each 
rate of return are shown in Attachment A. 
 



VK estimates the total present value after-bond-defeasance cost could be 
approximately $.6 billion, leaving a substantial negative residual Colorado Springs 
Utilities’ value of ($1.2 billion) when valuing Colorado Springs Utilities using a 13% 
discount rate.  The negative valuation is the result of the impact of significant capital 
expenditures for Southern Delivery System (SDS) and a relatively constant rate 
structure.  Colorado Springs Utilities’ valuation in the DCF analysis could be increased 
through deferral of capital expenditures combined with aggressive rate increases over 
the next 5 – 10 year period.    
 
Valuation as a Multiple of Expected Earnings: 
Colorado Springs Utilities’ market valuations under the VMEE methodology were 
established by estimating “after tax” earnings levels for Colorado Springs Utilities and 
assessing a value on those earnings based on a multiplier of approximately 7X 
earnings.  The total valuation using this methodology is between $1.3 billion and $1.7 
billion.   The $1.3 billion is a multiple of the forecasted earnings basis of Colorado 
Springs Utilities.  VK then assumed a 40% rate increase and applied the same multiplier 
to this level to approximate the valuation an IOU would apply to earnings.  This earnings 
enhancement through a rate increase in the VMEE model brings total valuation to $1.7 
billion and provides consistency between the two valuation models when calculating the 
value of Colorado Springs Utilities to an IOU.   VK further compared this valuation to the 
current book value of Colorado Springs Utilities, which is $2.2 billion. The DCF analysis 
kept cash flows constant but used a discount rate reflecting the required rate of return 
for an IOU.  The VMEE methodology incorporated current earnings adjusted to market 
rates, assessing an earnings multiplier VK determined to be common to the industry.   
 
Consequences: 
The best estimate of the financial outcome of a sale would result in the City of 
Colorado Springs being required to pay the $100Million shortfall in order to sell 
Springs Utilities.  
 
In the event of a sale of Colorado Springs Utilities to an IOU, there would be no cross-
provision of services between the Utilities and the City. This would cause an additional 
estimated $13Million revenue shortfall to the City. 
 
 
 
CSU Exhibit B: 
 
Alternative #2:  Retention of Colorado Springs Utilities with an Increase in 
General Fund Transfers (GFT) to the City from Colorado Springs Utilities 
 
Overview: The Subcommittee reviewed the methods and alternatives to provide 
more funding to the City by implementing a GFT above the current transfers 
provided through Payments in Lieu of Taxes (PILT).  Two methods were 
considered in order to provide an additional GFT to the City.   
 
Method 1:  The amount provided in the GFT would be possible through a rate increase 
and could become a significant portion of the City’s budget.  An example: Increasing all 
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customers’ electric rates by 20% could provide an estimated additional GFT of 
approximately $78 million. This would be in addition to rate increases already projected 
for increased operational costs and regulatory requirements such as carbon tax and 
increased renewable energy requirements. Gas, water and wastewater services do not 
have the same competitive rate advantage that electric services have over other 
regional utilities.   
 
Method 2:  Increasing general fund transfers from Colorado Springs Utilities to the City 
through increased GFT payments may be accomplished through an increase in electric 
rates along with ongoing efficiency of operations. 
 
Benefits of increasing rates or reducing expenses and subsequently transferring 
funds to the City through a GFT include: 
1. One or both of these methods could provide an ongoing, sustainable funding 

source for the City.  City Council is the legislative and regulatory body for 
Colorado Springs Utilities and has the authority, based on cost of service, to 
make adjustments in Colorado Springs Utilities’ operations and rates.  This 
would require a new rate setting philosophy for City Council. 

2. By adjusting the GFT instead of selling Colorado Springs Utilities, the City 
would retain control of utility services and the associated benefits.  Regulatory 
authority for electric and gas services would remain with the City Council 
rather than with the Colorado Public Utility Commission (PUC).  City Council 
would also retain control over PILT and GFT.  Water and wastewater 
regulation would remain with City Council even if these two services were 
sold. 

 
Consequences of increasing rates or reducing expenses and then transferring 
funds to the City through a GFT include: 
1. Economic Development / Competitiveness may be compromised with loss of 

Colorado Springs Utilities’ competitive price advantage on electric services. 
2. Unintended consequences of reduced sales due to rate increases would also 

drive higher rate increases. 
3. An additional GFT may be interpreted by citizen ratepayers as an indirect 

(hidden) tax increase which does not require a citizen vote. 
4. Potential loss of customers outside the community due to cities outside 

Colorado Springs choosing to leave the system. 
5. Potential regulatory challenge by customers outside the community. 
6. Could trigger PILT interest in other communities served by  Colorado Springs 

Utilities 
7. Military installations may interpret City Council rate regulation as non-

independent of Colorado Springs Utilities and seek to establish their own rate 
structure under Federal military regulatory guidelines. 

8. Potential could exist for bond ratings downgrades due to higher rates and 
increased transfers of Colorado Springs Utilities’ funds to the City. 

9. Financial stability of the Colorado Springs Utilities’ could be impacted if more 
funds were transferred and rate increases were not supported. 
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CSU Exhibit C: 
 
Governance Model Consideration in Support of Alternative #2  
The City Assets & Enterprises Subcommittee unanimously endorses a 
recommendation to the full Sustainable Funding Committee that City Council 
take the steps necessary to adopt a change in governance of Colorado Springs 
Utilities to include replacement of the current Utilities Board with the concurrent 
appointment of independent individuals with management expertise in the 
several services fields (electric, natural gas, water and wastewater) and that such 
transition be made as soon as practical, consistent with the general welfare of  
Colorado Springs Utilities’ organization, its employees, and its customers.  
 
The Subcommittee’s recommendation considers:  
 the general welfare of the community and Colorado Springs Utilities’ 

customer base, 
 the charge to the Sustainable Funding Committee to ensure, as much as 

practical, a sustainable source of funds to the City entities consistent with 
the cost of providing quality services,  

 the increasing size of the organization, its service area and customer base, 
as well as the complexity of the regulatory and technical environment in 
which it operates.  

 
The Subcommittee noted the following factors: 
1.   A four-service utility governed by elected public officials may place short term 

goals and reaction to local economic conditions above the long term interest 
of the entity.  

2.   For the majority of municipal utilities similar in size to Colorado Springs 
Utilities, governance is provided by independent boards, either appointed by 
their city council or independently elected. The establishment of an 
independent board governing Colorado Springs Utilities may provide the 
flexibility to optimize revenues consistent with the philosophy of an 
independently owned utility.  City Charter states that City Council by 
ordinance or resolution establishes the rates.  

3.   Total assets of Colorado Springs Utilities have increased from $1.26 billion in 
1993 to $3.0 billion in 2008; Colorado Springs Utilities forecasts an additional 
$1.7 billion in construction, including SDS in the next five years. Colorado 
Springs Utilities’ customer base has rapidly risen in that same period from 
435,000 meters served in 1993 to 540,000 in 2008. 

 
The Subcommittee further notes that this proposal is the third such 
recommendation made to City Council, which is consistent with, and follows, 
similar recent study group recommendations: 2004 Charter Review Committee 
and 2005 Utilities Policy Advisory Committee.  The Subcommittee also noted that 
a recent APPA survey indicates that CSU’s governance model is an anomaly as 
only 1 of 4 of municipally-owned utilities with greater than 50,000 customers are 
governed by a city council. 
 
 



 

Colorado Springs Utilities

Comparative Rate Data, Revenue 
Sources and Payments to the City
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Rate comparisons calculated base on standard usage of 6,000 kWh 

$0.00

$0.02

$0.04

$0.06

$0.08

$0.10

$0.12

$0.14

Omaha Colorado
Springs

Denver Westminister Aurora Ft. Collins Portland Oklahoma
City

Kansas City Albuquerque Austin

Current Commercial Electric Rate Comparison:
 10 City Survey  - $/kWh

Survey cities recommended
by PFM Consultants

 
 

4

Rate comparisons calculated base on 1,000 Kwh on peak demand; 84,800 Kwh on peak and 315,200 Kwh off peak consumption
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2008 Colorado Springs Utilities Revenue by Category
Includes all Customer Segments and Service Categories
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9

WO # Description Amount
1659979-15 Auditor 606,436$               
1659979-07 City Attorney - Prorated Share Exp 489,396$               
1659979-11 City Clerk - Prorated Share Exp 86,868$                 
1659979-12 City Council - Prorated Share Exp 375,876$               
1659979-05 City Manager - Prorated Share Exp 221,664$               
1659979-01 Claims - Internal Services 798,636$               
1659979-10 Economic Development - Prorated Share Exp 333,048$               
1659979-17 Fleet Services 8,090,985$            
1659979-13 Landscape Architect 73,068$                 
1659979-18 Lighting 59,620$                 
1659979-04 Office Services - Internal Services 706,920$               
1659979-21 Parking Invoices 20,059$                 
1659979-09 Police/Security - Prorated Share Exp 87,564$                 
1659979-06 PPACG/Dues - Prorated Share Exp 112,680$               
1659979-02 Radio - Internal Services 9,996$                   
1659979-03 Real Estate Services - Internal Services 244,188$               
1659979-28 Sr Maint Tech Mesa Spgs 59,196$                 

Total Payment for Services 12,376,200$          

  2008 Payment in Lieu of Taxes(PILT) 25,757,505$          

Total 2008 Payments: Services and PILT 38,133,706$          

Colorado Springs Utilties
2008 Summary of Payments for Services and Payment in Lieu of Taxes(PILT)

to the City of Colorado Springs
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Memorial Hospital System 
 Memorial Hospital Valuation Report – Link – CD on Springsgov.com 

Current Status 
 The Memorial Hospital System (MHS) is owned by the citizens of 

Colorado Springs.   
 It is widely believed to be currently well managed and governed. 
 MHS has been self sustaining as an enterprise for many years. 
 There is a legal and likely a “moral” obligation for the General Fund to 

possibly fund shortfalls in the MHS revenues if they occur 
 The extra revenues for MHS do not flow back to the General Fund 
 The land and improvements owned by MHS are not assessed property 

taxes, nor is there a Payment in lieu of taxes (PILT) paid by MHS 
 MHS employees are City employees and have benefits associated with 

the that status 
 MHS contributes a small amount to the shared services program at the 

City. 
 Memorial Hospital is subject to City Council structures with a Board that 

operates independently but appointed by Council. 
 
General observations 

 Most cities of comparable size to Colorado Springs do not own a hospital.  
Many large cities’ own and operate “safety net” hospitals; many smaller 
cities subsidize hospitals to gain access to that service. 

 Two hospital systems are the primary providers of service in El Paso 
County.  Most communities our size are not served by just two systems. 

 The hospital/health care industry is a competitive business with for profit 
and non-profit systems operating throughout the country.  It is not a 
monopoly 

 Health care is a targeted sector of our economy for political regulation and 
is undergoing substantial change.  It is critical to continue to have strong 
management. 

 The industry is fast paced, complicated and capital intensive requiring 
skilled management and active leadership by its governing bodies 

 The health care industry is not on the decline in our country as are other 
sectors (manufacturing, commodities, etc.) but is a growth industry with 
significant cash flow 

 MHS has additional potential to be an economic engine in the community. 
 The current economic market will likely impact the potential and/or viability 

of any sale. 
 
Motivating factors for a recommendation 

 This business is complex, competitive and growing.  We may not be a 
community that needs a municipally owned system as a “safety net”. 

 Our community appears to be able to sustain a health care system without 
a municipally owned hospital.  Other systems may be willing to provide 
these services. 



 The factors that went into the initial purchase of the hospital system have 
changed.  If given the opportunity today, it would not be a business the 
City would necessarily need to get into. 

 There are significant emotions in the community toward the hospital 
 Significant cash is not delivered to the general fund. 
 There is risk that the general fund could be impacted by competitive 

difficulties for MHS, lack of credit availability, over-arching changes to the 
regulatory environment (e.g. universal health care), etc. 

 There are numerous ownership models of reducing risk and unlocking 
capital.  Some of these include: 

o Change to non-profit, 501 (c) (3) status with a governing board 
o Joint ventures with other hospital systems 
o Sale to for profit or a non-profit system 

 
Further questions 

 What are the benefits and/or liabilities of keeping the current ownership?  
There is downside risk to the City budget. 

 What kind of structure should be pursued to protect the City from budget 
implications? 

 Is there a potential for PILT from MHS and what are the positive and 
negative impacts of that? 

 What are the social and other costs to the community if the City were not 
in the hospital business?  As an enterprise, MHS currently reinvests 
100%.  Could a new structure result in exporting capital out of the 
community? 

 What are the social benefits to the City in having MHS? 
 What is the competitive industry and other risks associated with the 

various ownership structures? 
 What is the impact of Colorado law on the sale of hospital assets?  Does 

the Hospital Transfer Act relate to a municipally owned system?  Must 
proceeds remain in health care (e.g. a foundation for uncompensated 
care), or are proceeds available to the General Fund?   

 What community economic benefit could a change in structure realize for 
City residents? 

 
Recommendation 

 Changes to the governance and ownership of MHS should be explored to 
accomplish at least the reduction of risk to the general fund.  It is 
recommended that the Council initiate a process to examine the options in 
more detail toward an end of changing the ownership.  

 The process should go as quickly as possible with a deadline established 
in order to minimize disruption to current employees and to the market 
place. 

 Significant capital ($250 – 400,000,000) could be realized from an outright 
sale of the system, but there are many complicated health, community and 
other issues that need further study and community discussion.   
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Parking System 
The pertinent facts that were reviewed by the Subcommittee consisted of the 
following: 
 

 Consists of Parking Garages, surface lots and meters 
 Primarily downtown, also Old Colorado City 
 Funded by revenues from meters and garages 
 $13,000,000 in debt to be paid off in 10 +/- years currently 
 2008 revenues of $3,700,000 
 2008 Expenses of $1,400,000 
 Debt Service - $1,000,000 
 Net Revenues - $1,200,000 
 Primary revenue source is meters, not garages 
 Primary backing for bonds is meter income 
 Garages are priced below competitive parking structures, an 

economic development  enhancement for downtown 
 Cash Flow from garages would only barely meet debt service 
 Land value of Garage land @ $20 psf = $3,000,000 
 Limited Private sector interest 
 System generates $1,200,000 +/- to the general fund that is not 

restricted 
 5 year capital plan for downtown improvements 
 Shifted in 2009 to transit funding primarily 
 Capitalized value at 9% is $10,000.000 

 
Recommendation 

 Continue operations as is 
 Possible sale to downtown quasi-governmental interest  
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Colorado Springs Municipal Airport 
 Strictly controlled by FAA and federal government regulation 
 Nationwide pilot program sponsored by the FAA in 1997 for monetization 

and capital infusion to airport systems, could be in for significant overhaul.  
Significant expense to seek initial approval, estimated at $2,500,000 

 No successful completion of any privatization through the pilot program.  
Midway Airport in Chicago had received the only approved application, but 
that has been put on indefinite hold due to unavailability of credit 

 Value enhancement for privatization would come from decreasing costs or 
increasing revenues, neither is likely to create value with the positive 
current operations 

 Revenues per passenger are competitive with industry, costs in line  
 No transfer of revenue allowed to City.  Current contracts with City for 

shared services  
 Economic development enhancement is important mission 

 Peterson Field lease with military 
 General aviation investments on airport property 
 Business park 
 Airline expansion and management. 

 Recommendation 
 Do not seek pilot program initiation  
 Continue to seek creative enhancements to general fund 
 

 
Cemetery Operation 
This enterprise has two properties, Fairview and Evergreen.  They have been in 
City ownership for many years and obviously have very long term commitments 
for care of the grounds.  Substantial funds are set aside for this long term care 
and this fund operates without City subsidy.  It is currently adequately funded and 
does not carry risk for the City’s General Fund.   
 
The business model has, however, left the operation uncompetitive in a market 
that has significant private investment.  The market place has changed 
significantly and the operation does not have the ability to compete, or a need to 
provide an important public service not currently provide by the private sector.  It 
is unlikely that the City would get into this business today if it were presented the 
opportunity.  However, the long term commitment leaves no opportunity for the 
City to divest itself of the operation. 
 
The most likely possibility for the General Fund would be to seek a contract for 
the private sector to use the cemetery operation as a platform for service 
expansion.  The Committee recommends that the City seek proposals from the 
private sector to operate all or a portion of the operation to the advantage of a fee 
or revenue to the general fund.  The City staff has already begun this process 
and will continue to seek enhancements for the general fund. 
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Golf Courses 
Patty Jewett and Valley Hi are the two city-owned golf courses.   
 
Patty Jewett is a unique situation.  It was a gift to the City and is deed restricted 
such that if it ever changes its use, the land reverts to the heirs of the family that 
made the original gift.  Any proceeds from the operation must be reinvested in 
the facility and are not available to the City General Fund.  Most recent 
conversations with the family have stated that they would be glad to receive the 
land back.  The facility is self-supporting and well-run.  Thus the recommendation 
is for no change. 
 
Valley Hi was purchased by the City in order to keep it as a golf course.  Since 
this purchase, numerous public and semi-public courses have been built and 
provide similar services to City residents.  It is therefore not likely a purchase the 
City would make today.  It currently charges below market rates for patrons.  
There is not likely a market for sale of the property to a golf course operator for a 
significant value and possible change of use if the land were sold would not be 
advantageous for the City residents.  A private operator might be able to return 
some revenues to the City if operated in a different model.  The recommendation 
is therefore to seek proposals to monetize the operation by seeking private 
operators that will return revenues to the General Fund. 
 

 
 

Human Services Complex – Golf Acres 
This complex was gifted to the City and is not currently restricted.  The City rents 
some of the property on the free market but the property is not a significant 
operation that competes with private property.  The property value is also 
impacted by prior use that may impact its potential value to a private owner. 
 
The property also supports the senior community through consolidating activities 
that serve this population in a cost effective and efficient manner. 
 
Current operations are a positive service to the community, do not have value to 
the private market and are operated efficiently.  The Committee recommended 
no changes to the operation. 
 

 
 

Pikes Peak Highway 
The City operates this roadway on a lease from the US Forest Service that expires in 
2017.  A lawsuit a number of years ago created a liability for the City to control erosion 
on the highway with significant investment necessary.   
 
Given this liability, the short term of the lease, and the question of whether the lease can 
be transferred without Federal government approval, the Committee recommends no 
changes until the lease runs out.  At that point, options might be available for private 
operation and a reduction in potential liability to the General Fund. 
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Additional Information 
Member Comments 
 

Personal commentary – Christopher Juniper 
 
Thank you for the opportunity to serve the City of Colorado Springs on the SFC.  
These views are solely my personal views. 
 
I am practical, not ideological, about taxes.  I want political leaders that look for 
the least-cost ways that people can enjoy a high quality of life while not 
damaging the next generation’s opportunity to do enjoy a high quality of life (a 
common definition of sustainability). 
 
Least-cost thinking results in a journey to discover which form of organization is 
best to get what things done at least cost.  There are four basic models used in 
the US:  (1) open market private for-profit enterprises; (2) market-regulated 
private for-profit businesses such as monopolies (primarily utilities); (3) private 
non-profit enterprises; and (4) governments.   
 
People around the US clamor for public utilities like Colorado Springs is blessed 
to have because their costs are consistently lower.  Studies of single-payer 
government health systems find huge savings possible compared to the private 
sector.  We must be smart about these things – not ideological. 
 
I’ve seen great, and poor management of all types so I’m not biased as to which 
is best for a particular situation.  It is the board/management’s intelligence and 
performance incentives that count, not the ownership structure per se.   
 
I’ve co-developed two models for cities to use to plan a sustainable economy, 
either of which might be useful to the City and its neighboring governments as a 
way forward (the Sustainable Economic Development Planning model and the 
Local Action for Sustainable Economic Renewal (LASER) model). The LASER 
model calls on a community to plan for how to build the ten forms of capital a 
community needs to generate wealth on a sustainable basis.  I suggest the City 
look into having such plans since capitalism succeeds when it builds capital, and 
communities succeed when they build capital that enterprises can use to 
generate wealth. 
 
Some of the points summarized below will be articulated in greater depth – 
indicated by “(See below)” after the summary statement: 
 
Economic Development 

 Sustainable local government revenues require a sustainable economy, 
which requires local sources of all forms of capital required to build wealth, 
including natural and human capital. Capital development strategies 
should be considered as a sustainable economic development and 
sustainable funding strategy. (See #1. below) 
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 Despite the defeat of Measure 1A in April, the City should continue efforts 
to create a sustainable funding mechanism for economic development 
efforts.  If wisely invested, such investments are the only direct City 
investments that can increase the City’s tax base of business-generated 
wealth and income.  In comparison, a serious rival to Colorado Springs for 
new business investment, Portland OR, budgeted $26 million for 
economic development in 2009. (See #2. below) 

 
 The City does not understand whether its major economic sectors are net 

gains or losses from the standpoint of the City’s costs to serve the sector 
compared to revenues generated by the sector.  This is like a Board of 
Directors of a business making decisions about its business strategy 
without knowing the relative profitability and return-on-equity of its various 
divisions.  Some important sectors (government and non-profits) do not 
pay any property taxes; some other sectors (possibly real estate 
development and tourism) create the need for City investments that may 
or may not be covered by sector-generated City revenues.  Understanding 
these dynamics is critical for Council as it attempts to continually improve 
the economic development alignment and revenue adequacy of its 
taxation system.  As an SFC member, I was uncomfortable making 
recommendations to Council without this knowledge. 

 
 Though difficult to prove with numbers, I share the sense of many on the 

SFC that businesses are disproportionately taxed (e.g. higher) compared 
to individuals and non-profits.  The necessary new revenue strategies 
should minimize the effects on businesses, especially primary job 
employers.  (See #3. below)  

 
City Financial Strategies 

 City residents and tourists are undertaxed compared to comparable cities, 
including those in Colorado, which are not overtaxed compared to cities 
around the US.  It is hard to imagine that if City taxes increased to the 
recent historic high of 1.6% of per capita income from its present 1.3% 
level, an effective 20% increase, that people would inappropriately suffer.  
An extra $12 per month on a $300,000 home from a 6 mil property tax 
increase (300,000 * .0796 * .006 / 12) is not going to have significant, or 
even noticeable impacts on the financial prospects of the vast majority of 
property owners, yet will have a major noticeable effect on the efficacy of 
City government. 
 

 I strongly believe that two revenue ideas that were not popular with the 
SFC should be examined and pursued by Council:  (1) Elimination of the 
sales tax exemption on residential utilities, and (2) Extension of sales 
taxes to services in a way that is not regressive.  (See #4. below) 

 
 The City was unprepared for this recession in that no budget surpluses 

existed for transit or other City services that are likely to increase during a 
recession.  Taxes are based on either income or wealth, both of which 
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contract during a recession; the only solution is a strategy that builds 
surpluses to handle such situations so tax rate increases can be avoided 
during recessions.  This is an especially important strategy for community 
subject to TABOR-like laws that require (often expensive) public votes on 
higher tax rates.  In fact, the City went into this recession with huge 
unfunded liabilities concerning pensions and roadway maintenance. 
Governments need to recognize that in some cases, their responsibilities 
increase during economic downturns, and the government needs to have 
reserves to meet those needs ready to use – just like a private corporation 
needs reserves to weather downturns.  Surpluses do not mean that tax 
rates are too high.  The City needs to adopt a “good times = budget 
surplus” strategy for the services it provides that are likely to require 
greater funding during “bad times.” 

 
 Not enough attention is paid to the regressivity of local taxes, nor the 

potential for “green” taxes to shift taxation away from regressive burdens 
to taxation on activities that we’d rather see less of like pollution and non-
renewable natural resource use that hurts the economic prospects of 
future generations.  New tax strategies should focus on being less 
regressive and more green.  (See #4. below) 

 
 The City of Colorado Springs has a $50-100 million budget gap to solve as 

soon as possible, all of which cannot be solved by additional service cuts.  
This budget crisis is a window of opportunity to appropriately broaden the 
City’s revenue base, and to increase it so the City remains a sustainable 
driver of a high-quality community, and able to better withstand future 
recessions. (See #4. below) 
 

 During downturns, local financial resources need to be in the hands of 
those who would best invest in both a quicker recovery and a sustainable 
long-term economy.  That will sometimes mean government spending 
instead of private sector spending – meaning that tax increases during a 
recession, though it sounds counterintuitive, can be a good economic 
recovery idea at the local level as well as the national level. (See #5. 
below). 

 
 A government’s duty is to facilitate least-cost quality-of-life solutions for its 

citizens and visitors.  A non-ideological approach is the best way to find 
the least-cost solutions.  Least-cost might mean taxes that repair roads, 
reducing private sector auto repair costs.  It might mean a public utility or 
hospital instead of private enterprises.  It might mean government acting 
as a single-payer for healthcare, reducing administrative costs from the 
30% of the US private sector to the 5% of Medicare or the Canadian 
system.  It might mean greater demand management of utilities or (as they 
are examining in Oregon) of transportation systems.  I believe least-cost 
planning is a non-ideological approach to solving problems, and supports 
sustainability goals by reducing the energy and materials involved in 
achieving a quality of life. 
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1.  Build the Foundations of a Sustainable Economy 
In the big picture, we probably all agree that sustainable local government 
revenues start with a sustainably healthy economy, since government taxes or 
fees depend on economic activity, even for the value of existing wealth from 
which property taxes are levied. 
 
Capitalists build sustainable economies by building capital.  In the US, we must 
all be the best capitalists we can be.  In my co-development of the LASER Guide 
for community economic development (LASER means Local Action for 
Sustainable Economic Renewal), the team identified ten forms of capital that a 
community needs to develop for sustained present and future prosperity.  The list 
includes the four obvious forms of capital that are critical for wealth generation – 
natural capital, financial capital, physical capital (buildings and infrastructure), 
human capital – plus six others that are valuable to people and wealth 
generation.  LASER calls for a community to develop these forms of capital 
through strategic community-based planning and management.  The plans will 
include contributions from the private and public sectors.  Such a process should 
be considered in El Paso County. 
 
The citizens of Colorado Springs will benefit from governments and businesses 
that appropriately balance long-term and short-term thinking, and optimistic and 
pessimistic thinking about economic fortunes.  City fiscal strategies need to 
respect growth periods with rainy-day fund development, and revenue streams 
need to be able to be flexible up or down during down times.  Managers need 
incentives to minimize expenses, and maximize investments for a more 
sustainable future and success during economic down times. 
 
I believe a society is best off if people maximally invest their resources to build 
capital instead of spend/consume it.  Successful capitalists build their capital, and 
that occurs through investment.  Spending/consuming money is at best an 
amusement; at worst it depletes capital that the society needs today and in the 
future to generate and retain wealth.   
 
With natural capital declining worldwide, the next generation needs all that we 
can build today to enhance their economic prospects tomorrow.  I’ve yet to find 
anybody in the world that believes we should consciously make the next 
generation worse off than ours, yet people are often unwilling to translate that 
universally-held value into explicit economic development strategies.  The City of 
Colorado Springs can and should be a leader for sustainability – i.e. taking care 
of the next generation in ways that help solve this generation’s challenges.   
 
The next generation also needs intensive human capital investment. As 
newspaper columnist David Brooks recently noted, “American has squandered 
its human capital advantage.”  Some local governments have joined Native 
American tribes in experimenting with providing assistance to young people’s 
quest for building their human capital.  Recent City budget cuts to transit services 
have adversely impacted disabled people that are working to build their own 
capital through employment – a situation I’m intimately familiar with as 
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transportation planner at Fort Carson where several dozen people need to be 
able to access employment without their own vehicle.   
 
My point is that the City needs to understand its role in the whole system of 
human capital development, and not just push that challenge to other levels of 
government or the private for-profit or non-profit sectors.  Human capital 
development is a core sustainable economic development strategy.  
 
2.  Sustainable Funding for Economic/Community Development 
 
2009’s Measure 1A in April was designed to create a specific funding mechanism 
for economic development investments.  In my mind, its application would be 
towards strategic investments in the City’s capital that specifically supports 
successful business investment decision-making, including the development of 
natural capital, human capital, financial capital, infrastructure development and 
social capital.   I agree with those who believe it suffered at the ballot box 
because of a lack of specific strategies.   
 
My experience for nearly a decade with the City of Portland’s Development 
Commission showed me the value of a City agency focused on private sector 
interactions that is one-step removed from direct Council control.  The 
Commission is appointed by Council but makes its own decisions.  Its charge 
includes all development-oriented interactions with the private sector, including 
business investments, urban renewal activities, and housing developments.  
 
Serving on the Colorado Springs City Council is already a tough (and very 
underpaid) job; I strongly recommend that the Council examine other models for 
both Utility management as recommended by the SFC Enterprises subcommittee 
and for economic development, empowering citizen experts to manage these 
complex processes, giving Council more time to focus on strategic choices 
including the fundamental City revenue and expenditure strategies that need 
great focus in coming years. 
 
I encourage Council to revisit the economic development funding and 
management issue.  Consider establishing a “Colorado Springs Development 
Commission,” based on best practices to be found around the US including 
Portland, and focus efforts on locally-owned businesses creating (and retaining) 
wealth from the sustainable/green technologies that will fuel US economic 
competitiveness into the future.   
 
3.  Business Taxation Strategies 
Businesses, especially those creating primary jobs for the City that import wealth 
from other areas, are probably overtaxed compared to residents.  But 
determining precisely how much is very difficult.  This needs further study. 
 
The primary differences between business and resident taxation in the City are: 

o Business property assessed values are 29% of market value 
compared to the 2009 rate of ~8% for residential properties.   
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o Commercial businesses in Colorado Springs pay the City’s 2.5% 
sales tax on its utility bills whereas residents do not. 

o Businesses are subject to personal property taxes, though these 
are sometimes reduced. 

 
Just because a business pays a tax does not mean that it cannot recover its tax 
liabilities through its customer charges – which depends primarily of the specific 
market power of that business at that time to pass along its increased costs of 
any kind.  Businesses therefore have different abilities to pass along any tax 
increases to customers or shareholders, either of which do not directly reduce 
profitability (though can do so indirectly).   
 
Colorado’s business tax climate is presently ranked 13th in the US for 2009, but 
that ranking does not reflect whether businesses are getting good value from 
their taxes and fees paid.  Council needs to focus on value provided for its 
businesses for taxes paid, as in a “return-on-investment” on taxes and fees paid 
calculation, rather than taxation levels per se. 
 
Business taxation strategies need a thorough review.  The impacts a business 
has on City residents and City-provided services such as roadways, police/fire, 
etc. are more closely tied to the number of employees a business has rather than 
the amount of taxable property it must own in order to do business.  (Has 
property valuation of a business ever been a great indication of how much that 
business impacts the community?  Probably not!). Thus, a “head” tax on 
business that substitutes for business personal property and real estate taxes is 
likely to be much more aligned with the demands of that business on City 
government.   
 
Much of the business climate for businesses in the City is not determined by 
Council but by the State of Colorado and Federal Government.  The City should 
be an active voice for these taxation systems to favor business innovation, 
locally-owned businesses, and retention as well as generation of wealth.  Though 
the State of Colorado’s business income tax is not perceived to be a problem, I 
believe a better system is used by the State of Washington, which taxes gross 
receipts instead of profits – reflecting the fact that businesses demand 
government services whether they are profitable or not.   
 
“Green” taxation strategies should also be explored by Council for advocacy at 
the local and state levels.   Taxes on pollution to discourage it are like “sins” 
taxes and have merit, but to the extent that such taxes are effective at 
discouraging the activity, they aren’t a “sustainable funding” stream since tax 
collections decrease.  (This is why we end up taxing things we want, such as 
income, employment, consumption and property wealth instead of solely the 
things we don’t want).   
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4.  New Revenue Ideas:  Utility Sales Taxes and Sales Taxes on Services 
The City of Colorado Springs budget appears to have a $50-100 million gap 
between expected revenues in 2010 and ongoing expenses to achieve stated 
City goals, management objectives (example:  keeping City roadways at a quality 
level of 7 on a scale of 10 is a management objective) and legal liabilities.  This is 
an unsustainable situation that calls for a departure from “business as usual.”  
New revenue sources are needed. 
 
A precise estimate does not exist of the long-term costs to the City of continuing 
to cut its budget because of the decline of existing revenue sources rather than 
achieve its goals and management objectives.  Citizens of the city, including City 
Councilors, must make good guesses about where best to invest.   
 
It is easy to imagine how not investing enough becomes a very poor financial 
decision for the long-run when considering roadways that are deteriorating.  At a 
certain point, achieving a level 7 quality takes 2-3 times more expenditure per 
square foot than if the quality is maintained.  The City Streets Division is right on 
top of this situation, and estimates that the City needs $125 million to be invested 
in roadway quality as soon as possible in order to keep the long-term costs of 
roadway quality as low as possible.  They proposed $25 million per year for five 
years to accomplish this. 
 
It is possible that many components of City government are in a similar situation 
– i.e. a little more investment now saves City residents a lot in the long-run.  If we 
are able to make such choices in our own budgets – invest a little now to save a 
lot in the future – we’d be very prudent to do it.  Such investments – for more 
energy and water efficient houses, cars and appliances, or for less toxic foods 
and fabrics, or more efficient communications systems, or better workplace skills 
– fall under the umbrella of “sustainability” investments.   
 
Two specific ideas that I suggest you examine closely were not favored by the 
full SFC (one by a tie vote): 
 
4.1.  Extend sales/use taxes on goods to services.   
The fundamental concept of a sales tax is to garner some of the expenditure 
stream from consumption (an indirect result of income) into City service that 
support a quality of life and required government services.  Yet this is a dubious 
logical connection.  From a “sin” tax viewpoint, a global sustainability advocate 
such as myself can argue that the planet’s ecosystems are threatened by over-
consumption or non-renewable resources and excessive wastes from 
consumption patterns – which supports higher consumption taxes (especially on 
goods rather than services) to dampen, and preserve natural capital for future 
generations.  On the other hand, short-term economic strategies, especially 
recovery from a severe recession, include stimulating consumption of goods and 
services (while improving savings rates).  So sales taxes are a mixed bag from a 
public policy standpoint.   
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Are sales taxes closely connected to the taxpayer’s demands for state/local 
government services?  Like with property taxes on businesses, it is hard to see 
the connection between consuming something and the resulting demand for local 
government services.  Retail facilities need City security services, roadways, 
facility inspections, etc. – but those could be paid for via other means than sales 
taxes on goods.   
 
First – as noted by PFM – for fifty years the consumption expenditures of 
consumers has been shifting from goods to services.  Services are now about 
two-thirds of total consumption and still increasing.  A sales tax on goods only is 
therefore unsustainable from the standpoint of per capita tax revenue collections 
and is probably increasingly regressive on people with lower incomes who are 
more likely to do things for themselves rather than hire personal or professional 
services.   
 
This trend is the most important “unsustainability” aspect of sales taxes, though 
volatility during a recession (and recessions are inevitable) and sales tax 
regressivity are two other reasons to diminish the City’s reliance on them.  Simply 
put, sales taxes on goods are likely to diminish per capita over time, and that’s 
not sustainable since the City’s costs of services are unlikely to do the same, no 
matter how well expenses are managed. 
 
Second, a goods and services consumption tax rate can be lower on all forms of 
consumption if applied to services as well as goods.  This promotes a more level 
playing field in the business competition between selling goods or services to 
consumers (presently, purchase an untaxed service has a 7%+ market 
advantage due to the taxation on goods only).   
 
Examples of tax systems that capture services as well as goods include New 
Mexico’s “gross receipts” tax (5% at state level and a range of 0.125 to 3% at the 
local level) on businesses, which effectively substitutes for a sales tax since it is 
passed on to consumers.  

 
PFM estimated that applying City sales taxes to personal services purchased 
primarily by consumers could generate an additional $21 million per year for the 
City.  I would go further and include business professional services in Council’s 
examination of this option.   
 
In summary, the sales taxes only on goods purchased locally or big items 
purchased elsewhere (like automobiles) is an antiquated and regressive system 
that needs revision for the 21st century.  If consumption taxes are to be used, 
they should be applied to internet sales (City of Colorado Springs should be an 
active voice in this debate), services of all kinds, and be specifically structured so 
as not to be regressive (possibly through sales tax rebates on the first $10,000 
per year of expenditures by City residents).   
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4.2. Eliminate the sales tax exemption on energy purchased from Colorado 
Springs Utilities. 
The present sales tax exemptions, which applies to residential and industrial 
consumers of energy but not commercial consumers, was adopted as part of the 
City’s TABOR vote.  Industrial energy users are also exempted from sales taxes 
on utilities (including military installations); this can be seen as consistent with an 
economic development strategy of not taxing primary job businesses (which 
include military installations since their payrolls and expenditures are from non-
local sources e.g. Federal taxes) on their business inputs.   
 
In Denver, residences pay city sales tax on their utility bills.  Further, why should 
commercial businesses pay city sales tax on utility bills but not residents; this 
seems inequitable to me on its face. 
 
Sales taxes on energy purchases can be seen as a “green” tax in that they would 
tend to discourage energy purchases. Reducing energy consumption is a 
national imperative from several perspectives, including national security, 
economic competitiveness, climate change, ambient and local pollution (coal 
plants that make 70% of Colorado Springs electricity are mercury, radioactivity, 
particulates, and SO2 and NOx sources).   
 
On the other hand, Springs Utilities might better meet the demands of people and 
businesses for sustainable energy sources through strategic, rate and 
governance changes than through application of the City’s 2.5% sales tax to 
residential purchases.  However, this question deserves further examination by 
council, and I strongly disagree with the SFC’s reluctance to recommend it. 
 
One strategy that should be explored in the spirit of TABOR are the strategies 
used by cities such as Seattle that allow voters to tax themselves to better 
support energy conservation and green energy production strategies (similar to 
TOPS votes in Colorado Springs).  This may be preferable to sales taxes on 
residential utility bills, which would be regressive if not structured property to 
exempt basic need purchases.   
 
Another example to examine closely is the Pitkin County surcharge on excessive 
energy consumption.  The fees are used to fund low-income energy 
improvements through local non-profit programs, which ensures a long-term 
benefit to county residents without the ability to invest in cost-effective energy 
conservation (which is nearly always less expensive than new generation 
systems). 
 
The possibilities to explore are numerous and deserve Council and Springs 
Utility’s full attention.  Proactive sustainable energy strategies are increasingly an 
important economic development strategy for the growing number of primary jobs 
in sustainable energy.  Making additional resources available for adoption of 
sustainable energy strategies should be considered by Council, as well as 
strategies that would divert additional funds from Springs Utilities to the City’s 
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General Fund as recommended by the SFC from its Springs Utilities 
subcommittee.  I strongly endorse that recommendation. 
 
5.  Tax or Fee Increases During A Recession 
The valid question of whether a government should consider increasing taxes 
during a recession has been raised by some of my colleagues on the SFC, and I 
disagree with (though understand and respect the motivations for) their opinion.  
Therefore, this section addresses the question of whether tax or fee increases 
during a recession are inherently bad, specifically for the City of Colorado 
Springs. 
 
Context is important; the City has been plugging multiple fingers into the dike of 
city finances for many years, and it has run out of fingers.  As noted above, the 
unfunded liabilities have grown to an alarming level and MUST be addressed 
today, not tomorrow.  Also as noted above, the City is quite undertaxed 
compared to other cities, and it is difficult to make the case that small increases 
in tax levels, such as a six mil property tax increase that results in an additional 
$12 per month on a $300,000 home, are unaffordable to the vast majority of 
citizens and businesses. 
 
What if that $143/year on a $300,000 home that would be sent to the City were 
left in the hands of the citizen and business taxpayers – would they invest it 
towards a quality City, an economic recovery, or greater economic 
competitiveness for new primary job business investment, or build local capital 
stocks with it, as well as the City would?  We can’t know, but there are good 
reasons to guess that those funds in the hands of the City might be best for 
economic recovery as well as City finance sustainability and solvency. 
 
The estimates of what people did with their 2008 income tax refunds may provide 
a clue as to where financial resources will be better spent.  One micro study of 
household behavior in nearly 34,000 households found that on average, 
households increased their consumption of non-durable goods by 3.5% after 
receiving the rebates.  However, out of an average of $975 in tax rebate per 
household, only an average of $448 (less than half the rebate) was spent on 
additional consumption of goods or services.146  The rest was saved or used for 
debt reduction. 
 
So it is not automatic that a tax increase to put more money in government 
spending streams is a bad idea during a recession.  Colorado Springs citizens 
are very concerned about the state of the local economy, and for very good 
reason.  Council should all sides of the question of whether a tax increase would 
likely help or hinder economic recovery – as well as help the City budget.  
Because of the TABOR ratchet effect, further budget cuts in 2010 will seriously 
hurt the City’s ability to quickly recover its needed revenue streams to address its 
$50-100 million dollar budget gap when the recession ends. 
 
                                                 
146 Christian Broda and Jonathan A. Parker, “The Impact of the 2008 Rebate,” VOX website, 15 August 
2008, at http://www.voxeu.org/index.php?q=node/1541. 
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SFC Minority Report 
 

All of the members of the Sustainable Funding Committee extend thanks and 
appreciation to City Council for the opportunity to contribute our efforts to the city.  
The dedication of time and energy of all committee members has been 
phenomenal, but extra appreciation should go to the committee chair and vice-
chair, Dan Stuart and Randy Case, respectively and to the sub-committee chairs, 
Christopher Juniper, Kevin Walker and Stephannie Finley who freely gave hours 
and hours of their time to this effort.  The Committee also extends thanks and 
appreciation to a very helpful and professional City staff. 
 
If sustainable funding is defined as reliable, timely and non-fluctuating receipt of 
revenue the City can budget against, then the SFC has failed to find that kind of 
funding.  We would submit that while some funding sources may fluctuate with 
the economic cycles less than others, the committees list of seventeen proposed 
tax increases, as a group, are not any less susceptible to the business cycle than 
the City’s current bundle of revenue sources.   
 
The undersigned urge city council to abandon any thought of increasing taxes, 
fees or other fiscal burdens during this recession of historic proportions.  It must 
be remembered that dollars diverted for the City or for its enterprises are dollars 
taken out of commercial circulation in the local economy.  Nor should it be lost on 
any of us that the three states with the most daunting budget problems are also 
three of the highest taxing states, California, New York and New Jersey.   
 
Council is also urged to give significance to the history of tax elections in 
Colorado Springs.  The political viability of any tax increase is suspect during this 
recession, and unfortunately there is no creditable evidence that economic 
conditions have hit bottom or will improve any time soon.  Springs voters have 
shown they can be discerning, culling good ideas from bad, but they want 
specifics.  In the last 10 years the voters have approved a one-tenth of a cent 
sales tax for Trails, Open Space and Parks, four-tenths of a cent sales tax for 
public safety and a one cent sales tax for transportation.  During the current 
economic malaise the voters rejected Issue 1A on the November 2008 ballot with 
almost 60% of the voters against the measure and rejected Issue 1A on the April 
2009 ballot with more than 62% voting “no.” 
 
If the answer to the city’s budget problems is not the elusive sustainable funding, 
perhaps the real solution is sustainable budgeting.  Allowing the City budget to 
grow unrestrained during years of robust revenue only increases the inevitable 
budget gap when we experience an economic downturn.  The SFC only briefly 
touched on the idea of a different process for creating the City’s budget.  A few 
years ago the State of Washington closed an extreme budget gap without raising 
taxes by changing the way the state sets its budget.  Mesa County, Colorado and 
the city of Fort Collins are adopting the process called “budgeting for outcomes.”  
We urge City Council to examine this method of budgeting. 
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The current recession should teach us that there are no quick fixes to the budget 
in this economic climate.  Sustainable budgeting should be done by limiting the 
growth in the general fund, limiting growth in the employee base by contracting 
work to outside contractors and diverting any extra resources to the substantial 
capital backlog.   
 
The undersigned have different views on the future of city enterprises.  Some feel 
they should all be sold   Others believe the city should continue to operate 
Colorado Springs Utilities at the lowest possible rates for the citizen/owners and 
the rates should not be set to produce a tax supplement to city revenues.   Also 
some believe that the City should divest itself of Memorial Hospital as quickly as 
possible.  
 
In conclusion, the undersigned urge the council to refrain from increasing taxes, 
fees or other fiscal burdens on the citizens who have their own budget problems 
in this recession of historic proportions and instead to develop methods of 
sustainable budgeting for the future.  
 
Signed:  
Andy McElhany 
Tom Anderson 
Joe Woodford 
Angela Dougan 
T. A. Arnold 
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Infrastructure Funding Gap 
 
Memorandum 
 
TO: Sustainable Funding Committee 
      Subcommittee for City Services and Cost of Service 
 
RE: Funding Gap 
 
Engineering and Street Divisions were asked to quantify the funding gap as we 
see it for public works infrastructure (roads, bridges, and Stormwater systems). 
Attached is a simplified table which estimates this gap in terms of: 

1. Total Capital Backlog – approximately $900M, and 
2. Annual Sustainment need – approximately $35M per year. 

 
These estimates are in gross terms, without consideration of existing funding 
from PPRTA and SWENT (Stormwater Enterprise). Currently, the PPRTA 
provides approximately $25M per year to Colorado Springs for Transportation 
Capital, and ~ $18M for Maintenance. SWENT currently provides ~ $6M per year 
for Stormwater Capital and ~ $4.5M for Maintenance. Obviously, given the large 
backlogs and sustainment needs, the current PPRTA and SWENT funding levels 
are not sufficient. 
 
It needs to be clearly stated that the Annual Sustainment level is based on the 
assumption that the Capital Backlog has been addressed. We assume that it 
would require at least 12 years of substantially higher annual funding to “catch 
up” so that the stated Annual Sustainment level would suffice. 
 
Also attached is amore detailed 2-page description of the pavement and concrete 
needs, prepared by Street Division. Since this is where the bulk of our gap exists, 
we felt that more detail than the summary table would be important. 
 
Thank you for the opportunity to provide input to the important work you are 
doing. If you have any questions, please do not hesitate to contact Saleem 
Khattak (385-5441; skhattak@springsgov.com) or me. 
 
 
 
 
Cam McNair, PE 
City Engineer 
30 S. Nevada Ave., Suite 401 
Colorado Springs, CO 80901-1575 
(719) 385-5440 
cmcnair@springsgov.com 
        
 
 

mailto:skhattak@springsgov.com
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Infrastructure Funding Gap continued 
 
Roadway & Concrete Maintenance Programs: Accelerated growth and 
expansion of our community, deferred maintenance, escalating cost of materials 
and mandated limits on government spending are seriously impacting the City’s 
ability to keep pace with its aging transportation infrastructure. The City’s 
resurfacing and concrete programs have seen over 100 percent increases in 
costs since the early 2000s, while the budgets for roadway & concrete 
maintenance have been drastically reduced.  A dedicated funding source is 
needed to first catch up with the deferred maintenance of the system (critical 
backlog), as well as to provide sustained funding for on-going infrastructure 
upkeep in future years.  
 

 

 Street Maintenance Capitol Backlog 

 Critical Backlog Additional Backlog Total Backlog 

Roadway  $     80,000,000   $    183,000,000   $  263,000,000  

Concrete  $     45,000,000   $    105,000,000   $  150,000,000  

Total Need:  $   125,000,000   $    288,000,000   $   413,000,000  
 

           Preliminary results from PMA data (10% sample) 
 

Funding Requirements (Summary) 

Critical Backlog “Catch Up” Annual Funding ................................................................ $25,000,000 
Annual requirement for a 5 year period ♦ Total estimated backlog: $125 million 

 Roadway resurfacing CIP – “Catch Up” ....................................................... $16,000,000 
 (Total $80M) 

 Concrete program to match roadway CIP – “Catch Up”…..............……………$9,000,000 
       (Total $45M)    
 
Sustainable Funds Applied Toward Additional Backlog and On-Going Needs.............. $23,940,800 
Additional backlog spread over a 12 year period, plus new needs – annual 
requirement/on-going 
Total estimated backlog: $288 million  

 Roadway resurfacing CIP – Sustainable Funding.…………………................ $15,990,000 
(To maintain pavement at an acceptable level, including backlog and on-going 
deterioration) 

 Concrete programs – Sustainable Funding.…………………………………….. $7,950,800 
(To maintain citizen request on-call program and provide pre-overlay support) 

 
 
 
 
 
 
 
 



 
Infrastructure Funding Gap continued 
 
Funding Source Breakdown (Proposed) 
 

Catch Up of 
Critical Backlog

Sustainable Funding
Requirement

2006 Program Year 2009 Program Year

City Resurfacing CIP 16,000,000$                5,850,000$                      4,500,000$                       -$                                 

PPRTA Resurfacing -$                                 7,800,000$                      7,800,000$                       6,200,000$                  

Other Funding Source -$                                 2,340,000$                      -$                                      -$                                 
Total Roadway 16,000,000$                15,990,000$                    12,300,000$                     6,200,000$                  

City Concrete 9,000,000$                  -$                                    516,000$                          -$                                 

PPRTA Concrete -$                                 5,600,000$                      2,800,000$                       5,600,000$                  

Other Funding Source -$                                 2,350,800$                      -$                                      -$                                 
Total Concrete 9,000,000$                  7,950,800$                      3,316,000$                       5,600,000$                  

Total Need: 25,000,000$                23,940,800$                    15,616,000$                     11,800,000$                

Notes:
 * Dedicated funding 
source (City or other) 

Resurfacing Need =  
2006 budget + 30%

* 7% of roads treated 
(Minimum need = 10%)

*<2% of roads treated

Critical Backlog 
  5 yrs

Concrete Need = 2006 
RTA budget x 2 + 30%

* In '06, RTA paid for 1/2 
of the concrete program

Annual Requirements Previous Funding 

 
 
Notes:  
 Cost information is based on the data captured to date, representing only 10 

percent of the lane miles in the City.  
 Inflation and additional deterioration during the catch up period is not 

factored into the above calculations.  
 Further refinement will be needed once data collection is complete and 

appropriate assumptions on deterioration during the catch up period are able 
to be made.  

 On-going requirements are based on the 2006 appropriations for the 
combined PPRTA & City’s roadway CIP, plus an additional 30% to achieve 
the minimum goal of treating 10% of the City’s roads each year.  

 Deferred maintenance on roads results in exponential increases in 
maintenance costs.   (See pink line on chart below) 
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Infrastructure Funding Gap continued 
 
SFC - Infrastructure Needs, Calculations, and Assumptions:  

2009 Future Needs Cost Analysis and PMA Infrastructure Assessment (10% Sample)
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Est. Cost to Repair

Cost Per Lane Mile

2,898 LM 1,115 LM 2,155 LM 669 LM 446 LM 149 LM 0 LM

$0/ LM $14K/ LM $53K/ LM $79K/ LM $104K/ LM $223K/ LM N/ARepair Cost:

Lane Miles:

39%

15%

29%

9%

6%
2%

Percent of Roads

 
 
Notes:  
 
 Critical Backlog consists of full mill and overlay with 20% dig-out and partial 

reconstruct needs.  All other treatments are categorized as “Additional 
Backlog/General Maintenance”.  

 Full reconstruct needs are not included in this summary.  They are 
considered City Engineering CIP projects, not maintenance. 
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Infrastructure Funding Gap continued 
 

Maintenance Needs
Lane Miles 

(Apx)
 Est. Cost 
to Repair 

 Cost per 
Lane Mile 

% of 
Roads

Additional 
Description

Calculations

Monitor - No Repair 2,898 -$                         -$                 39% Good Condition N/A

Chip Seal / Crack Seal 1,115 15,682,815$        14,070$       15% = 7,193,952 SY * $2.18/ SY

Full Mill - No Digout 2,155 114,743,516$      53,245$       29% Priority 3 & 2 = 13,908,305 SY * $8.25/ SY 

Full Mill - 10% Digout 669 52,659,714$        78,739$       9% Priority 1
= 4,316,370 SY * $8.25/ SY +
(6" patch) 10% * 4,316,370 * $39.50/ SY 

Full Mill - 20% Digout 446 46,472,917$        104,232$     6%
Priority 1+ 
(Larger digout needs)

= 2,877,580 SY * $8.25/ SY +
(6" patch) 20% * 2,877,580 * $39.50/ SY 

Partial Reconstruction 149 33,173,724$        223,212$     2% 50% Digout (deeper)
= 959,194 SY * $8.25/ SY + 
(8" patch) 50% * 959,194 * $52.67/ SY 

Full Reconstruction 0 N/A - CIP Project "100%" Digout N/A

2009 Road Maintenance Cost Figures
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Additional Calculations: 
 
Total Lane Miles in City:   7,431 
Total Percent Needing Rehabilitation: 61% 
 

% Arterial vs Residential (Apx) : 2" AC 1.5" Milling
* Arterial = 27% $66.90 / ton $1.70 / SY
* Residential = 73% $56.85 / ton $1.50 / SY

Contractor Digout/Patch Price:    $120 / ton
6" =    $39.50 / SY
8" =    $52.67 / SY

Adjusted Price by Percent: $59.56 / ton

%R+%A/2 = $6.55 / SY + $1.70 / SY  = $8.25 / SY for 1.5" Mill & 2" Overlay  
 
Assumptions - Resurfacing: 
 
 Figures have been calculated using 2009 dollars only.  Inflation is not 

included. 
 The cost of new construction / full reconstruction due to subgrade failures 

is not included. 
 Resurfacing costs are based on contractor prices (materials and 

placement) using traditional mixes only.  Use of city crews with purchased 
materials typically saves ~20 percent. 

 Percentages have been calculated from a preliminary, in-house survey of 
10 percent of the city's roads. 
○ A variety of street types were included in the study, with different 

ADT's & widths. 
○ Average lane width is 11 feet. 
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Infrastructure Funding Gap continued 
Assumptions - Concrete Repair: 
 
 Concrete typically has a 20 year lifespan, though much of the City’s 

concrete infrastructure is currently in need of repair.  The City assumed 
responsibility for these repairs in 2005.   

  A detailed, comprehensive survey of the concrete needs of the city is not 
available at this time. 
○ Concrete needs vary widely from street to street.  Curb & Gutter work 

must be completed prior to doing mill and overlay repairs. 
 Concrete totals have been calculated at ~57% of the overlay cost (based 

on historic data & conservative projections). 
 In 2009, concrete repairs on arterial streets averaged $39k per lane mile; 

residential streets averaged $63k per lane mile. 
○ These are average lane mile costs and can vary dramatically 

depending on stormwater issues, quality of original work & ADA 
needs. 

○ Some concrete repair work in the city is completed by other 
departments, utilities, and private citizens. 

 
Infrastructure Funding Gap –  
         Engineering and Streets   
      

  
Backlog 

Annual 
Sustainment 

Requirements

Area 
Critical 

backlog Other backlog Facilities* Total Total
Stormwater 60,000,000.00 240,000,000.00  300,000,000.00 4,000,000.00
Bridges 52,500,000.00 69,000,000.00  121,500,000.00 6,000,000.00
** Traffic 2,386,000.00 41,471,000.00 15,500,000.00 59,357,000.00 7,365,698.00
***Roadway 80,000,000.00 183,000,000.00 21,000,000.00 284,000,000.00 13,000,000.00
Concrete 45,000,000.00 105,000,000.00  150,000,000.00 5,000,000.00

TOTALS       914,857,000.00 35,365,698.00
      
* Facilities      
**Traffic Includes estimated cost of consolidated Traffic Engineering field office/shop and operations. 
***Streets Includes estimated cost of Northern Municipal Services Facility.  
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Public Financial Management, Inc: Budgeting by Outcomes 
 
Memorandum dated July 20, 2009 
 
To: Colorado Springs City Council 
From: Randall Bauer, PFM 
CC: Penelope Culbreth-Graft, DPM, City Manager 
Re: Budgeting for Outcomes 
 
In 2007, the Government Finance Officers Association (GFOA) approved Budgeting for 
Outcomes (BFO) as a recommended practice. Budgeting for Outcomes is a change to 
the way that most governments develop their budget: from one that largely makes 
incremental changes to the previous year’s “base budget” to one focused on purchasing 
results, regardless of prior budget history. While it resembles zero-based budgeting, it 
uses several market-oriented approaches to make the process easier to manage for 
policymakers. 
 
BFO seeks to develop better linkages within the budget process with strategic planning, 
long-range financial planning, performance and evaluation. The primary focus – and use 
of resources – is on outcomes rather than organizational or other department structures. 
 
BFO has been used in numerous cities, counties and states of various sizes. No two 
BFO methods are exactly alike, and this allows governments to tailor the process to their 
own needs. BFO generally consists of five basic steps or stages in the budgeting 
process:  
 
1. Determine the amount of resources that are available for budgeting (sometimes 
referred to as the ‘price of government’)  
2. Prioritize the expected outcomes and allocate resources among those outcome areas  
3. Budget available resources to the programs and activities that best “purchase” the       
    desired outcomes  
4. Set measures of annual progress; monitor, and close the feedback loop  
5. Measure and report on outcomes.  
 
While step one may seem obvious, in many status quo budgets, the expenditure 
“baseline” rather than the available revenues drives decision-making. BFO argues that 
the taxpayer’s willingness to provide governments additional resources is limited, and 
governments must compete for resources in the same way as in the broader 
marketplace – by providing goods and services that are valued by the public.  
 
Prioritizing expected outcomes generally is done in a handful of key priority areas. In the 
City of Fort Collins, last year’s key outcomes areas were: 
 
 Improve economic health  
 Improve environmental health 
 Improve neighborhood quality  
 Make a safer community  
 Improve cultural, recreational, and educational opportunities  
 Improve transportation  
 Make a high-performing government 
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Memorandum to Council dated 7-20-09      
 
For the City of New Orleans, where PFM has assisted the City for the third year with this 
process, those outcome areas are public safety, recovery and livable communities, high-
performing government, and opportunities for Youth. Once the City Council settles on 
the key outcomes, the City Manager and Budget Office develop more specific “requests 
for results” (RFRs) that are submitted to agencies or departments. 
 
Perhaps the biggest change in a BFO process involves the manner in which 
departments and agencies then submit their budgets. These are generally done as 
“offers” or proposals to provide the desired results or outcomes in the identified areas 
from the RFRs. The City then forms “buying teams” (again, often involving City Manager 
and budget staff but sometimes including subject matter experts from the community) to 
weigh the offers and make recommendations on which proposals to “purchase” with the 
available resources. In some cases, this includes extensive “back and forth” discussions 
with departments as the buying teams look to consolidate offers with other departments, 
clarify units to be purchased and results to be achieved, etc. – much as exists in market-
based purchasing decisions. 
 
Ultimately, purchases must be prioritized, and only those offers that can be purchased 
with the available resources become part of the final budget. This forces prioritization 
and focuses attention on purchased outcomes and moves it away from discussions of 
prior budgets – the budget becomes a list of ‘keeps’ not ‘cuts.’  
 
Because of its focus on outcomes, BFO requires developing “SMART” (specific, 
measurable, attainable, realistic, timed) performance measures within each area. These 
are ideally framed as a collection of performance agreements that indicate the expected 
outputs and outcomes, how they will be measured, and the impact of not achieving the 
desired results. These must then be used for performance measurement and reporting 
and as a starting point for discussion of the next year’s budget.  
 
BFO is a relatively new tool for budgeting, and its best use continues to evolve. In PFM’s 
experience, it provides an alternate method for approaching budgets when status quo 
methods are losing their relevance – as is often the case during economic downturns, 
periods of significant change within a community, or when the current budget process 
has not been able to achieve key community outcomes. At the same time, cities must be 
aware of the difficulties in overcoming resistance to change with any fundamental 
altering of the budgeting process. It is important to clearly communicate any new 
process, the way in which the key steps will be incorporated into the budget process, 
and the rationale for the new approach. 
 
 
 
 
 
 
 
 
 
 
 



Useful Links: 
 
Final SFC Report to Council will be available Aug 2009 and materials that were 
provided to Sustainable Funding Committee are available at: 
http://www.springsgov.com/CCBIndex.aspx?CCBID=19 
 
Listing of available documents on above link: 
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