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City of Moses Lake and Grant County.  In Washington, as in California, once a portion of an 
unincorporated county is annexed to a city, the county no longer receives sales tax revenues from the 
businesses located there.  The county also loses a portion of local property tax receipts.  This provokes 
annexation disputes.  In order to avoid such battles, the City of Moses Lake and Grant County 
entered into a revenue-sharing agreement.   

Source of funds.  The funds being shared are sales and property taxes generated from land newly 
annexed to the City.   

Revenue-sharing formula.  For all annexations, the County will receive all tax revenue for the full 
year in which the property was annexed.  The first $20 million of assessed valuation (not including 
resource-based industries related to agriculture, forestry, mining or fishing) in the newly annexed 
areas within the Urban Growth Area is exempt from the sharing agreement.  For the increment of 
property valued in excess of $20 million, starting in the year after the annexation, the City will 
reimburse the County $1.50 per $1,000 of assessed valuation in the first year.  In subsequent years, 
this reimbursement will fall by $0.25 per $1,000 in assessed valuation until it diminishes to zero.  
This will allow the County a six-year ramp-down in its tax receipts.   

For resource-based industries, the City will begin by reimbursing the County at a rate of $2.23 per 
$1,000 in assessed valuation, decreasing the amount by $0.25 per $1,000 each year until the payment 
reaches $1.25.  The City will continue to reimburse the County at a rate of $1.25 per $1,000 of 
assessed valuation for property with resource-based industries for the remainder of the agreement 
period.  If a new resource-based industry locates in the area after annexation, the City will reimburse 
the County at the $1.25 per $1,000 rate for a period of 10 years after the development.   

Finally, at the time of annexation, the City is responsible for reimbursing the County for all locally 
funded capital improvements that have been made in the unincorporated area. 

Size of revenue-sharing pool.  2001 is the first year that the revenue-sharing agreement will be 
operational, so there is no data currently available on the size of the pool. 

Participating jurisdictions.  The City of Moses Lake and Grant County, Washington 

Year of inception of revenue-sharing program.  While discussions and negotiation have been in 
progress for several years, a mediated agreement was reached in September 1999 and the program was 
implemented as of January 1, 2001.  While the agreement covers a period of 20 years, both parties 
have agreed to review it after 10 years, at which time it may be altered or terminated if both the City 
and the County consent. 

Impetus for revenue-sharing.  There was conflict over annexation between the City and the County 
because of the potential loss to the County of sales tax, property tax and roads tax revenue in the 
event of annexation.  The agreement calls for reimbursement to the County over a fixed time period 
of a share of lost revenue.  The City of Moses Lake was supplying water and sewer to properties in 
unincorporated areas with which there were contiguity agreements whereby the City agreed to annex 
when the City boundaries eventually became contiguous to these properties. 

BBC RESEARCH & CONSULTING PAGE 15 



Lessons learned.  The process of reaching this agreement has been quite acrimonious.  Differing 
interpretations of some language in the agreement have jeopardized implementation.  It is important 
to identify points of confusion and disagreement earlier in the process so that these issues can be 
resolved prior to the implementation phase.   
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Allegheny (County) Regional Asset District.  The Allegheny Regional Asset District is a multi-
faceted program that includes a revenue-sharing component.  Half of the program’s revenues are used 
to fund regional assets such as the Pittsburgh Zoo, the Carnegie Library and the Civic Arena and 
smaller local cultural organizations.  This part of the program is quite similar to the Scientific & 
Cultural Facilities District in the Denver Metro Area.  One quarter of the program’s revenues are 
devoted to revenue sharing with municipal governments.   

Source of funds.  The Regional District is funded by a 1 percent County sales tax.   

Revenue-sharing formula.  Sales tax revenues are divided three ways: 50 percent are used to support 
regional cultural and recreational assets, 25 percent go directly to the County government and 25 
percent are shared with municipal governments.    

The local government pool is shared based on a formula designed to benefit the area’s poorer 
communities.  Although all municipalities receive a share of this pool, several of the wealthier 
communities generate more in sales tax revenues than they receive in revenue-sharing disbursements.  
Weighted tax revenues are calculated for all municipalities.  The revenues in this formula are not the 
sales tax revenues to be shared but all of the municipally generated taxes.  These local tax revenues are 
divided by the ratio of its per capita property value to the per capita property value of the County as a 
whole.  This formula increases the weighted tax revenues of poor communities (any municipalities 
with lower-than-average per capita property value) and decreases the weighted tax revenues of wealthy 
communities (any municipalities with higher-than-average per capita property value).  These 
weighted amounts are then added together to get the countywide weighted total.  Each municipality’s 
weighted tax collections are then divided by the countywide weighted total to determine the 
percentage of the sales tax revenue-sharing pool that the municipality will receive.   

All of these shared revenues are used to provide tax relief, not to increase service levels.  Local 
governments use the revenue-sharing funds to eliminate their personal property tax, to reduce their 
amusement tax to 5 percent or less, and to reduce their property tax mill levies as much as possible.   

Size of revenue-sharing pool.  The County sales tax generated approximately $144 million in 2000, 
of which $36 million was distributed to area municipalities.   

Participating jurisdictions.  Allegheny County and 130 local municipalities that levy property taxes 
participate in the Regional Asset District.   

Year of inception of revenue-sharing program.  The Regional Asset District was created in 1993.   

Authorization.  The Regional Asset District was authorized by Act 77 passed by the Pennsylvania 
General Assembly in 1993.  The Act had three goals: to provide more funding for regional assets, to 
encourage intergovernmental cooperation and to provide new revenues to local governments.  
Counties in Pennsylvania can only levy sales tax when authorized by the legislature.   

Impetus for revenue-sharing.  The reasons for the local government revenue-sharing portion of the 
program were two-fold.  First, there were growing fiscal disparities between the County’s wealthier 
and poorer communities.  Second, “many public and private-sector leaders believed that, to be 
economically competitive, the region needed to address the issue of over-reliance on certain taxes 
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such as those on amusement, events, real property and personal property.”2  Many municipalities in 
the Pittsburgh area had lost a substantial portion of their tax base when steel mills and associated 
businesses shut down in the 1980s.  In order to continue to provide services to residents, they had to 
substantially raise local tax rates.  These high tax rates discouraged commercial and industrial 
redevelopment.    

Lessons learned.  Most of the controversies involving the Regional Asset District have pertained to 
the regional facilities, including the new football and baseball stadiums, that are funded by the 
program.  The local government revenue-sharing program has worked well, although some 
municipalities have yet to see significant redevelopment even though their local mill levies have been 
reduced.   

                                                      
2
 Miller, David.  “Fiscal Regionalism: Metropolitan Reform Without Boundary Changes.”  Government Finance Review, 

December 2000, Page 5. 
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Virginia’s 1st Regional Industrial Facility Authority (Southwestern Virginia).  A group of 
cities, counties and towns in Southwestern Virginia formed Virginia’s 1st Regional Industrial Facility 
Authority under a law passed by the Virginia legislature in 1998.   

Source of funds.  For the first development project, an industrial park, participants will share 
revenue generated by a tax on machinery and tools. 

Revenue-sharing formula:  Members of the authority can decide whether they want to participate in 
financing each infrastructure development project and receiving a share of the tax revenues.  If some 
members decide not to participate in a particular project, their shares are made available first to all of 
the other authority members, then to the host jurisdiction, and lastly to outside entities.  Tax 
revenues are shared among participants in a given development project commensurate to their 
respective shares in the financing of the infrastructure.   

Size of revenue-sharing pool.  To date, no revenue has been generated or shared between members 
of the authority because the construction of the first project, an industrial park, is not scheduled to 
begin until late summer 2001.  The Authority anticipates that they expect tenants of the park to have 
a minimum of $131 million in taxable property, which would generate $4 million annually to be 
shared among participants.   

Participating jurisdictions.  Membership in the authority is wholly voluntary, but requires an initial 
investment of $5,000 per jurisdiction.  Each member jurisdiction is granted two representatives, one 
of whom must be an elected official of that entity.  The 15 members of the authority include seven 
counties, three cities (including Roanoke, with a population of more than 100,000) and five towns.  
Two potential members declined—the City of Blacksburg and Floyd County.  The City chose to 
center economic development efforts around its own university community; County officials decided 
to concentrate on existing plans rather than engage in new ventures. 

Year of inception of revenue-sharing program.  While the Authority was created in December 
1998, no revenue-generating projects have been completed to-date.  The Authority plans to begin 
construction of it first project in 2001. 

Authorization.  In 1998, Virginia enacted legislation that authorized the creation of regional 
industrial facility authorities to “enhance the economic base for the member localities by developing, 
owning, and operating one or more facilities on a cooperative basis involving its member localities.” 

Prior to enactment of this statute, counties had great difficulty entering into development-oriented 
revenue-sharing agreements, because public referendum was required for counties to issue debt.  The 
new law authorizes jurisdictions to enter into revenue-sharing agreements based on the approval those 
jurisdictions’ respective governing bodies.  It also authorized host jurisdictions to remit all receipts 
from taxes on machinery and tools to members of the authority. 

Impetus for revenue-sharing. The early to mid-1990’s was a period of economic decline for the 
communities of this region, during which major employers, such as AT&T and the Defense 
Department, cut thousands of jobs.  Regional Industrial Facility Authorities were seen as an 
economic development mechanism to attract new employers to the region and enlarge the tax-base 
for the participating jurisdictions. 
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Lessons learned.  Regional efforts can work if there is a significant amount of cooperation from 
participating members.  In this instance, there was an extensive planning process of monthly 
meetings that resulted in a strong commitment from each of the participants. 
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Meadowlands District, New Jersey  The State of New Jersey established a commission in 1972 to 
develop a master land-use plan for the Meadowlands District, which encompasses all or part of 14 
separate jurisdictions.  Some of these jurisdictions had a great deal of developable land within their 
boundaries, other municipalities and townships had a high proportion of environmentally sensitive 
wetlands or attractive potential parklands.  Preserving these wetlands, parks and open space areas 
meant that some municipalities would not benefit from the commercial development in the region.  
Therefore, the State developed a revenue-sharing program to compensate the jurisdictions that 
preserved land for non-commercial uses.   

Source of funds.  The pooled revenues come from the incremental property tax collections above the 
1970 baseline throughout the Meadowlands District.   

Revenue-sharing formula.  Each community retains 60 percent of the incremental revenues above 
the 1970 baseline level.  The remaining 40 percent is put into a revenue-sharing pool.  Two types of 
payments are generated from this pool.  The first payment compensates communities for the school 
pupils living within the Meadowlands district boundaries.  This payment is calculated by multiplying 
the incremental increase in schoolchildren since the base year by a per pupil cost.  After the school 
payments have been made, the remaining revenues are shared among the 14 municipalities based on 
their proportion of the total land area in the Meadowlands District.   

Size of revenue-sharing pool.  In 2001, total revenues distributed are expected to exceed $6 million.   

Participating jurisdictions.  There are 14 municipalities which lie wholly or partially within the 
boundaries of the Meadowlands District.   

Year of inception of revenue-sharing program.  The tax sharing program was created in 1972. 

Authorization.  The tax sharing program was authorized by the Hackensack Meadowlands 
Development Commission and Redevelopment Act passed by the New Jersey Legislature in 1972.    

Impetus for revenue-sharing.  The impetus for revenue sharing was to compensate local 
municipalities for the impacts of land use decisions made by the Meadowlands Development 
Commission.  The Commission’s land use plan called for the preservation of wetlands, park land and 
open space and the creation of public facilities in some areas and lucrative commercial development 
in others.     

Lessons learned.  Those we contacted did not cite any specific problems encountered with the 
implementation of the Meadowlands District tax sharing program.  Local municipalities were 
skeptical about the Commission exercising authority over their land use decisions until they were 
assured that they would be compensated for the fiscal impacts of those decisions.   
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Lessons Learned from Other Jurisdictions  

Many areas of the country are facing daunting regional housing, transportation, environmental and 
economic issues.  Some analysts advocate the formation of strong regional governments (like Metro 
in the Portland area and the Twin Cities Council in Minnesota) to tackle these issues.  Dr. David 
Miller, of the University of Pittsburgh argues that revenue-sharing programs he describes as “fiscal 
regionalism” are a more promising avenue for regional cooperation.   

Revenue-sharing agreements are most commonly used to resolve or prevent annexation disputes.  Dr. 
Miller describes these revenue-sharing programs as “peaceful coexistence plans.”  These are generally 
two-party agreements between a municipality and a county or two municipalities.   

Multi-party regional revenue sharing has generally occurred in places with prosperous, growing 
suburbs and a central growing (or declining) central city.  The Twin Cities Fiscal Disparities 
program, Montgomery County ED/GE program and the Allegheny Regional Asset District all fit this 
pattern.  While the particulars of these regions fiscal situations are not the same as those in the Rural 
Resort Region, they do offer some parallels.   

Most of the revenue-sharing mechanisms we reviewed involved property and sales taxes.  The 
Jefferson County, Kentucky compact uses business and wage taxes.  Business occupation taxes may be 
a promising revenue stream for the Rural Resort Region.   

We think that programs that share incremental tax collections above a designated baseline may be the 
most promising model for the communities of the Rural Resort Region.  Incremental sales and 
property tax revenues can be shared without voter approval or changes in state law.  Although sharing 
a business/occupation tax would be more difficult (because it would require raising rates in some 
communities and levying an entirely new tax in others), it may also make sense.  Many of the fiscal 
disparities experienced by mountain communities are caused by people working in one place (where 
businesses generate property, sales and occupation taxes) and living in another (where property and 
sales tax collections do not keep pace with the cost of providing services to residents).  Exhibit II-1 
summarizes the revenue-sharing methods that seem most applicable to the Rural Resort Region. 

 
Exhibit II-1. 
Revenue-Sharing Methodologies Most Applicable to the Rural Resort Region 

 
 
Revenues Contributed to Sharing Pool 

 
Sales Taxes 

Shared 

 
Property Taxes 

Shared 

Business/ 
Occupation Taxes 

Shared 

Tax collections generated by additional 
mills/rate increases � 
Increment of tax collections above 
current baseline � � � 

Negotiated share of tax collections 
generated by current mills/rates  

 

  

Source:  BBC Research & Consulting. 
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SECTION III. 
Revenue Sharing in Colorado   

Although a wide variety of revenue-sharing agreements are permissible under Colorado law, most 
revenue-sharing arrangements in Colorado are relatively simple share-back arrangements for County 
sales taxes collected within municipal borders.   

Statutory Authority 

Revenue sharing through intergovernmental agreements is authorized by Section 29-20-105-2(h) of 
the Colorado Revised Statutes.  This portion of the statute states: “Local governments may, pursuant 
to an intergovernmental agreement, provide for revenue-sharing.”  The statute is silent on the 
revenue streams that can be shared, the method of sharing or the local governments allowed to 
participate in the sharing.  Given the lack of restrictions in the statute, it appears that in Colorado “if 
you can collect it, you can share it.”  Therefore, most of the revenue-sharing methods described in 
this report would only require an intergovernmental agreement to be implemented.  

If incremental revenues, not tax increases, are used to fund the revenue-sharing pool, voter approval is 
not required.  The one revenue stream that may require voter approval is occupation taxes.  In order 
to generate a significant amount of money to share, participating jurisdictions may need to raise their 
occupation tax rates.  Other mountain communities will have to institute occupation taxes for the 
first time.   

County Sales Tax Sharing 

In Colorado, the most common form of revenue sharing occurs between counties and municipalities.  
There are many reasons why counties agree to share a portion of the county sales taxes generated 
within the boundaries of cities and towns.  In some cases, the share-back system allows for a uniform 
sales tax level countywide.  In other instances, counties levied sales taxes for debt service on particular 
facilities that primarily serve residents of the unincorporated county.  Sharing sales tax revenues was a 
way to make the tax burden on town residents match their reliance on the financed facilities.   

County sales tax sharing is quite common in Colorado: the state Department of Revenue administers 
municipal allocations for nineteen counties.  Other counties handle their own share-back systems 
with towns and cities.   

Counties use a variety of approaches to determine how much of their sales tax collections to share.  
Frequently, counties share some percentage of tax revenue collected within municipal boundaries 
with the given municipality.   Under this type of arrangement, municipalities may receive as little as 
15 percent or as much as 100 percent of the county sales taxes generated within their boundaries.  
Some distributions are based on allocating a fixed percentage of all county receipts, while other 
counties vary their municipal distributions based on other factors, such as auto registrations. 
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The Department of Revenue administers sales tax sharing for four of the five counties in the Rural 
Resort Region (Eagle, Lake, Pitkin and Summit).  These counties use a variety of methods to 
determine the amount of revenue to allocate to municipalities.  Exhibit III-1 summarizes these 
formulas.  Garfield County conducts its own small share-back program with local municipalities.  
However, detailed information on Garfield County’s distribution was not readily available.  

Exhibit III-1. 
Rural Resort Region Counties’ Sales Tax Revenue Distribution Formulas 

County Formula for Sharing County Sales Tax Revenue 

Eagle County retains 85% of all county sales tax receipts for sales in incorporated areas; 15% is 
allocated to the municipality where the sale occurred.  There are seven municipalities in Eagle 
County that receive these County sales tax revenues. 

Lake County provides 100% of county sales tax receipts generated within City of Leadville to the City 
government.  Leadville is the only incorporated municipality in Lake County.   

Pitkin Pitkin County imposes a 3% sales tax for general revenue. Of the revenue collected from the first 
2%, the County retains 43% and distributes 57% to municipalities as follows:  Aspen – 43.617%, 
Basalt – 1.320%, Snowmass Village – 12.063%.  Revenues generated from the final 1% flow to 
the County, except for collections in Snowmass Village which are allocated to the municipality.  

Summit County distributes 100% of tax collections generated by sales occurring within incorporated areas 
to the municipality where the sale occurred.  There are six municipalities in Summit County that 
receive revenue. 

Garfield Garfield County levies a 1% sales tax, consisting of an initial .25% tax (imposed in 1983) and .75% 
increase that took effect in 1997.  15 percent of the .75% tax (or 11.25% of all sales tax receipts) is 
distributed to the six municipalities within Garfield County based on their relative populations.   

Source: BBC Research & Consulting from County data. 

 
Exhibits III-2 summarizes the sales tax revenues retained by the counties and those distributed to the 
municipalities where the sales occurred.  Exhibit  III-3 presents detailed information about the 
amount of shared county sales tax revenue that flowed to each municipality in 1990 and 2000.   

Exhibit III-2. 
County Sales Tax Sharing in Rural Resort Region, 1990 and 2000 

Eagle Garfield Lake Pitkin Summit

0

2,000,000

4,000,000

6,000,000

8,000,000

10,000,000

12,000,000

14,000,000

16,000,000

18,000,000

20,000,000

Sales Tax Revenue 
Shared with 
Municipalities

Sales Tax Revenue 
Retained by County

1990     2000 1990     2000 1990     2000 1990     2000

$4,812,114

$9,205271

$1,112,328
$1,787,557

$11,932,212

$18,288,914

$7,502,717

$16,194,012

1990      2000

$586,783

$5,456,047

 

Source: BBC Research & Consulting from Colorado Department of Revenue data and Garfield County data. 
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Exhibit III-3. 
Municipal Allocations of 
County Sales Tax 
Collections,  
1990 and 2000 

Note:  

(1)  Amounts do not sum to total because 
of rounding. 

 

Source:  
BBC Research & Consulting from Colorado 
Department of Revenue data and Garfield 
County data. 

County/Municipality

Eagle (1) $4,182,100 $9,205,300 
Retained by county $3,702,000 $8,291,000 
Shared with…
      Avon $65,300 $176,900 
      Basalt $13,400 $68,400 
      Eagle $22,100 $87,900 
      Gypsum $3,600 $56,100 
      Minturn $9,300 $20,200 
      Redcliff $600 $800 
      Vail $366,100 $504,000 

Garfield $685,800 $5,456,000 
Retained by county $685,800 $4,841,700 
Shared with…
      Carbondale $120,600 
      Glenwood $177,200 
      New Castle $61,300 
      Parachute $51,300 
      Rifle $144,400 
      Silt $59,500 

Lake (1) $1,122,300 $1,787,600 
 Retained by county $509,700 $942,400 
 Shared with…
      Leadville $612,600 $845,100 

Pitkin (1) $11,932,200 $18,288,900 
Retained by county $6,649,200 $10,233,600 
Shared with…
      Aspen $3,511,000 $5,305,600 
      Basalt $20,300 $124,600 
      Snowmass Village $1,751,700 $2,625,200 

Summit (1) $7,502,700 $16,194,000 
Retained by county $1,938,500 $3,826,700 
Shared with…
       Blue River $14,800 $28,000 
       Breckenridge $2,532,900 $4,605,100 
       Dillon $399,700 $1,571,400 
       Frisco $1,274,300 $3,034,500 
       Montezuma $500 $9,000 
       Silverthorne $1,342,100 $3,119,300 

1990 Sales Tax 
Revenues

2000 Sales
Tax Revenues
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Inter-Municipal Revenue-Sharing Agreements 

So far, inter-municipal revenue-sharing programs in Colorado have been limited to two-party 
agreements designed to prevent annexation battles, the type of programs Dr. Miller calls “peaceful 
coexistence plans.”  The cities of Thornton and Westminster have an intergovernmental agreement to 
share sales, use and property tax revenues generated within a designated I-25 Corridor Growth Area.  
Thornton also has a similar agreement with Broomfield regarding development in the I-25 corridor.  
The City of Louisville and the Town of Superior have an intergovernmental agreement to share sales 
tax revenues from an area in the Highway 36 corridor.  Each community de-annexed land that was 
more logically served by the other municipality.  These areas were then annexed by the other 
government with the agreement that all sales taxes generated in both areas would be split equally 
between the municipalities.   

Brief descriptions of the Thornton-Westminster and Louisville-Superior arrangement are presented 
on the following pages.  
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City of Louisville and Town of Superior   

Source of funds.  Revenue generated by sales tax receipts from retail sales at business located in areas 
designated as the “North Property” and the “South Property.”   

Revenue-sharing formula.  Louisville and Superior will share 50 percent of all local sales tax revenue 
generated at these locations. 

Size of revenue-sharing pool.  The areas that are subject to the revenue-sharing agreement have not 
yet been developed.  Therefore, no sales tax revenue has been generated. 

Participating jurisdictions.  The City of Louisville and the Town of Superior, Colorado 

Year of inception of revenue-sharing program.  Louisville and Superior entered into the 
intergovernmental agreement establishing revenue sharing in 1997. 

Authorization.  Colorado statutory law authorizes intergovernmental cooperation and the sharing of 
revenues for which local governments are authorized to collect. 

Impetus for revenue-sharing.  The revenue-sharing agreement was part of a larger de-
annexation/annexation agreement between the two municipalities that was entered into in order to 
create a more logical and contiguous pattern of jurisdictional control over land use decision-making. 
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City of Thornton and City of Westminster   

Source of funds.  Under this agreement, sales and property tax revenue generated in the Interstate 25 
Corridor Growth Area will be shared between the participants. 

Revenue-sharing formula.  For sales tax revenue, the city where the sale occurred will retain one-
third of all receipts. The remaining two-thirds of sales tax revenue will be divided between the two 
cities based on their respective sales tax rates.  This percentage allocation is determined by dividing 
each city’s tax rate by the sum of their combined tax rate.   

Property tax revenues will be shared in a similar fashion.  Each municipality will receive a percentage 
share of the total property tax receipts for the Corridor area equal to its contribution to the sum of 
the mill levies for the two municipalities.   

Size of revenue-sharing pool.  The area that is subject to the revenue sharing agreement has not yet 
been developed.  Therefore, no sales tax revenue has been generated. 

Participating jurisdictions.  The City of Thornton and the City of Westminster, Colorado 

Year of inception of revenue-sharing program.  The first revenue-sharing agreement between 
Thornton and Westminster was reached in 1986.  This arrangement was revised and updated in 
2000. 

Authorization.  Colorado statutory law authorizes intergovernmental cooperation and the sharing of 
revenues for which local governments are authorized to collect. 

Impetus for revenue-sharing.  These two municipalities entered into a revenue-sharing agreement in 
order to encourage cooperation in land use planning and decision-making regarding the land in the 
Interstate 25 corridor.  In addition, as part of the agreement, the two municipalities will each adopt a 
joint development plan that guides the orderly development of the corridor and ensures consistency 
between the two governments.  
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Appendix A. 
Background Data   

The four following exhibits summarize the tax revenues and tax bases of Rural Resort Region 
counties and municipalities in 1990 and 1999.  As the population in the region grew, so did the fiscal 
disparities between jurisdictions.   
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