
TO:  Katie Carleo, Principal Planner 
 
FROM:  Ian Peterson, Analyst II 
  Fiscal and Strategic Planning Office 
 
DATE:  October 30, 2017 
 
SUBJECT: Sands Annexation - Fiscal Impact Analysis 
 
A copy of the fiscal impact analysis for the Sands Annexation is attached.  At the request of the 
Planning Department, the Fiscal and Strategic Planning Office prepared a fiscal impact analysis 
estimating the City General Fund, 2C Road Tax Fund and Public Safety Sales Tax (PSST) Fund 
revenue and expenditures attributable to Sands Annexation development for the period 2018-
2027. 
 
The fiscal review criteria of the City Code states city costs related to infrastructure and service 
levels shall be determined for a ten-year time horizon for only the appropriate municipal funds.  
 
The methodology used for the fiscal impact analysis is a case study approach, where a mini-
budget process is undertaken in which City units are asked to project the increased marginal 
cost of providing services to the development for 2018-2027.  The Fiscal and Strategic Planning 
Office estimates the city revenue, as outlined in the Revenue Notes, stemming from the 
development.  
 
Most departments indicated that there were no identifiable marginal costs of providing services 
to this development, as the area is currently being serviced by public safety agencies, and the 
surrounding infrastructure and roadways are already being maintained by the City as they fall 
within the service area of surrounding parcels.  The Fire Department ($1,174-$1,403), Police 
Department ($5,700-$6,812), Traffic Engineering ($6,360-$7,601), Streets Division ($44,511-
$53,195), and Parks, Recreation, and Cultural Services ($58,500-$69,913) identified marginal 
increases in operation costs annually. 
 
The result of the fiscal impact analysis is a positive cumulative cashflow for the City during the 
10-year timeframe. 
 
The Summary of Expenditures and Revenues is attached.  Also, the Expenditure and Revenue 
Notes are attached that provide the methodology for calculating the expenditures and revenues.  
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EXPENDITURE NOTES:  
Sands Annexation 
General Fund/Public Safety Sales Tax (PSST) Fund/2C Road Maintenance Tax Fund 
Fiscal Impact Analysis, 2018-2027  
 
POLICE: 
As development occurs, the Police Department is responsible for regular police patrol 
and first response services in the area.  However, the proposed amendment is located 
within a serviced area; there are identifiable marginal increases in cost of services for the 
Police Department of approximately $5,700-$6,812 annually within the next ten years. 
 
FIRE: 
This property is located within a currently serviced area. The only additional, operational, 
identifiable marginal costs of providing service to the amended area are fuel, medical 
supplies and maintenance ($1,174-$1,403). 
 
PUBLIC WORKS – STREETS, TRAFFIC ENGINEERING, CITY ENGINEERING: 
There are additional public infrastructure and maintenance obligations associated with 
this annexation in the next ten years. The identifiable increased costs to Public Works 
are in Traffic Engineering ($6,360-$7,601) and Streets Maintenance ($44,511-$53,195). 
 
PUBLIC WORKS -TRANSIT: 
There are currently no transit services in this area. There are no current plans to expand 
transit services to this area within the next ten years, thus there are no identifiable 
marginal costs within the next ten years.  
 
PARKS: 
The development plans designate 5 acres to develop a neighborhood park. Parks, 
Recreation, and Cultural Services have indicated that a developed park requires $11,700 
per acre per year to maintain in 2018; therefore the identifiable costs for Parks are 
$58,500 to $69,913. 

FIGURE 9



 1

REVENUE NOTES  
Sands Annexation 
General Fund/Public Safety Sales Tax (PSST) Fund/2C Road Maintenance 
Tax Fund Fiscal Impact Analysis, 2018-2027  
 
PROPERTY TAX: 
It is assumed property taxes will be collected in the year 2020 based upon 
beginning construction in 2018 because of the time lag associated with placing 
assessed value onto the assessment rolls.  The 2020 revenue is calculated by 
multiplying the City mill levy of 4.279 mills by the projected increase in City 
assessed valuation resulting from the proposed development.  This assumes 
there is no change in the commercial assessment ratio of 29%.  The cumulative 
assessed valuation includes a 3% annual increase in market values.  
 
ROAD & BRIDGE REVENUE: 
The Road & Bridge Revenue is calculated at 3.85% of the property tax revenues.  
This is based on the 2016 actual City road & bridge revenues as a percent of 
property tax revenue.  
 
SALES AND USE TAX: 
 
The revenue calculation assumes the existing General Fund tax rate and existing 
collection practices remain the same. Projections include sales tax revenue 
generated by the potential new businesses that move into the retail and 
industrial development, revenue generated by new residential development, and 
the sale of building materials used in the projected construction within the 
annexation.  
 
The Sales Tax Revenue for Residential Uses is calculated by determining the 
average household income per unit and the percentage of income spent on 
taxable consumption.  The average household income per unit is calculated 
based upon an “affordability” calculation, which assumes 10% down, 30-year 
mortgage @ 4%, and a 28% income/Principal and Interest ratio.  The percentage 
of income spent on taxable consumption is 10.0%, which is significantly below 
the estimate from the U.S. Department of Commerce Consumer Expenditure 
Surveys, as the residential development is a retirement center.  It also assumes 
that 75% of consumption by the new residents will be within the City and that 
60% of the consumption by these residents is new to the City (in other words, 
60% of residents moved from outside City limits). Also, it assumes there is a one-
year construction/revenue collection lag.  Projections include a 3% annual 
increase for inflation. 
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The Sales Tax Revenue for Building Materials is calculated based on sales taxable 
materials at 40% of the value of residential property.  
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