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To: James C. Woods, City Manager 
CC: Littleton City Council 
From: Christian Gibbons, Director Business/Industry Affairs 
Date: March 23, 2010 
Re: Sterling Ranch Fiscal Impact Review 
 
 
Jim, at your request I reviewed the fiscal impact study provided by Sterling Ranch. Following are 
my comments. 
 
Background 
I initially met with Jim Yates and Patty Silverstein on January 29th to review the first draft of a 
fiscal impact study.  At that meeting I expressed my approach to reviewing this study.  In particular, 
I was interested in: 
 

• The big ticket items 
• The assumptions used in the multipliers 
• Threshold costs  i.e. costs that occur suddenly when a threshold is crossed 
• Major capital items  

 
At that initial meeting I spent approximately two hours going through the results, asking questions 
and laying out an outline for additional information that I thought would be important to city 
council.  I asked Mr. Yates  and Ms. Silverstein to respond to those questions and comments. 
 
Mr. Yates followed up with a formal memo on February 8th.  I reviewed that memo noting 
significant questions about multipliers and assumptions.  I also met with members of the 
Development Review Committee to discuss capital items.  I also assembled responses from other 
affected departments (library and police).  
 
I met again with Mr. Yates and Ms. Silverstein on March 9th to go over these responses as well as 
some remaining concerns that our staff expressed.  Mr. Yates then resubmitted a final fiscal impact 
memo on March 19th addressing those concerns and making changes where suggested. 
 
Commentary 
Following are my observations and comments about the fiscal impact report: 
 
1.  Both parties agreed that the fiscal impact analysis is a broad brush analysis at this point.  Should 
the project proceed, we will need a second study at much finer granularity. 
 
2.  The current analysis in my opinion fairly reflects the potential revenues and expenses associated 
with the proposed project.  It uses standard data sources commonly accepted in the profession to 
generate estimates of revenues.  In areas where multipliers were uncertain, both parties agreed that 
Highlands Ranch was a fair model to use.   
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3.  The proposed project is larger than that approved by Douglas County.  The square footage for  
retail, industrial and lodging are all more than the project submitted to Douglas County.  According 
to Mr. Yates, this is due to additional acreage added to the original project and a re-calculation of 
supportable retail.  
 
4.  Sewer tap revenue is not included in the analysis as these revenues will flow into the sewer 
enterprise fund, not the general fund.  At the current rate of $5,000 per tap, the 12,050 dwelling 
units would produce approximately $67 million in revenue, not counting commercial and industrial 
taps.  
 
5.   The major capital implications for the City of Littleton are a Police sub-station, a Public 
Services mini-service center and expansion of the main city hall building for support staff.  Sterling 
Ranch is proposing to build a “civic center” space in their project which would include a police sub-
station.  Sterling Ranch is also proposing to provide the required number of acres (up to a maximum 
of 11 acres) and two existing buildings to serve as a Public Services mini-service center.  Sterling 
Ranch is not proposing to provide an expansion of the existing city hall.  
 
6.  The current city hall (not counting courts, museum, library, service center but counting police 
and fire) has 134 employees on site or about 1 employee per 310 residents. Adding another 31,700 
residents at this ratio would indicate another 102 employees.  Assuming each employee needs 300 
gross s.f. of office space, city hall would have to be expanded 30,600 s.f.  At a cost of $300/s.f., this 
would amount to $9,180,000. 
 
7.  Sterling Ranch has indicated that it will provide the following through its own funding 
mechanisms:  library service, fire protection, streets, water and sewer pipes, parks and recreation, 
schools.   
 
8.  It is assumed there will be no Community Development functions moved to Sterling Ranch and 
that all plan review, building permits, inspectors, etc. will remain in the main city hall.    
 
9.  Revenues are broadly classified as: 

• Property Tax  $3 million (11%) 
• Other Revenue  $5 million (18%) 
• Sales Tax  $7 million (25%) 
• Special Mill Levy $13 million (46%) 

 
It should be noted that “normal” revenues of $15 million per year at build out are not enough to 
cover the estimated $22 million estimated operating expenses.  It is the additional $13 million that 
comes from the special mill levy that covers this shortfall and provides a $6 million surplus.   
 
These are operating numbers and do not include capital costs.  The mini-service center and police 
substation are proposed to be built by the developer.  The expansion of city hall would be borne by 
the citizens of Littleton.   
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10.  Staff is of the opinion that should council proceed with an annexation the City of Littleton will 
need consultants in the area of annexation agreements, land use engineering, a more detailed, and  
fiscal impact study as well as plan reviewers and building inspectors. Staff is suggesting Sterling 
Ranch pay for this.  
 
 
Risk Factors 
The unknown factors and risks that Council will assume in this project are: 
 

• The project could go under during an economic downturn. Sterling Ranch has indicated that 
all infrastructure costs are incremental and paid through impact fees.  

• The 800,000 square feet of retail space might not be totally built, thus reducing the estimated 
$7 million in annual revenue.   

• The expenses of the project in any given year could exceed the revenues and thus be a 
negative drag on the city’s budget.   

• Sewer rates might increase over the current $5,000 single family tap and slow down or stop 
the build out of the project. 

 
While not fiscal impacts, council will have to evaluate these additional considerations: 
 

• The 30,000 residents of the built out project will have approximately 3/7ths of the council 
seats.  A significant portion of the political decision making will shift south of Chatfield 
Lake. 

• Statewide ballot initiatives could eliminate one or more current sources of revenue.  
 
 
 
A separate memo from the Police Department is attached.  
 
Sterling Ranch's fiscal impact memo is under separate cover. 
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Littleton Police Department 
Sterling Ranch Proposal 

Discussion Points 
 
The Littleton Police Department is vetting the questions and issues regarding the annexation of 
the Sterling Ranch Property on public safety and our ability to deliver services.  The below items 
are the main topics for discussion but is not meant to be a comprehensive list. We will have a 
complete analysis for the Study Session.  
 
• The number of years and rate, at which the build out would occur both for commercial and 

residential.   
• How the build out would impact the demands for service and the type of services required.  
• Compare the build out to our experience with Trail mark; both by distance and types of calls 

for service. 
• Cost analysis of calls against equipment and personnel. 
• Driving times and distance: at what point would we need or use a substation. 
• Processing arrests in the subdivision and whether the arrestee will need to be processed there 

or at LPD, depending on ultimate trip to Castle Rock and Douglas County jail 
• 911 confusion regarding county and city services. If the residents live in Littleton, then their 

police services should be Littleton. 
• PSAP costs and reimbursement from the 911 authority. 
• Traffic issues and impact in the future; 2030. This should be addressed as the build out 

occurs and would not impact us for at least the next five years in our opinion.  
• The Sante Fe corridor would not be our responsibility as it won’t be in Littleton and we 

would not respond to traffic accidents. The impact would exist years later when the build out 
impacts the vehicles on the road per day using the Sante Fe corridor.  

• Sports Arena- we will need more information about the type, size, and purpose of the facility 
as well as the expectations for events and security needs. 

• Criminal Filings- both jurisdictions are in Douglas County so there would be no change in 
filing cases in the 18th Judicial District, albeit may require the paperwork going to Douglas 
County office instead of the Potomac office. But this would not be a problem because we 
would be closer to the Douglas County office if called to a crime in Sterling Ranch. 

• Municipal Charges would remain in Littleton Courts. 
• When a substation is built, it could be a dual purpose building for police and fire. 
• Our current ratio is 1.6 officers per thousand. We did not increase our staff with the addition 

of Trail mark, Aspen Grove, Home Depot, Lowe’s, the build out completion of South Park or 
the addition of two light rail stations.  

 



200 Plaza Drive, Suite 160    Highlands Ranch, Colorado 80129    303.232.6900    www.sterlingranchcolorado.com 

 

 
 

MEMORANDUM 
 

Date:  March 18, 2010 
 
To:  Christian Gibbons, Business Industry Affairs Director, City of Littleton 
 
From:  James Yates, CFO, Sterling Ranch LLC 
  Patty Silverstein, Development Research Partners 
 
Subject: Revised Economic Assumptions Summary 
 

The purpose of this is to provide a brief summary of the 
economic impacts of the projected buildout of the Sterling 
Ranch Project (“Project”) to the City of Littleton under an 
annexation scenario.  Sterling Ranch has submitted a PD 
zoning application to Douglas County that provides for 
approximately 3,406 acres of residential neighborhoods, 
offsite infrastructure, parks, trails and open space.  The 
mixed use, commercial and retail space includes a 227-acre 
town center, 150 acres of educational uses and a 100-acre 
sports village.   
 
The total maximum housing units are limited to 12,050 
which equates to approximately 3.5 units per acre across the 
entire site.  The homes will be a mix of high density multi-
family, medium density attached and low density detached 
products.  Based on maximum build-out and proposed 
product mix, the total residents within Sterling Ranch is 
31,700.  

 
Financial Summary 
The Sterling Ranch Financial Model at build-out (“SR Model”) is based on conservative assumptions for starting, 
developing and building out the project.  Substantially all material assumptions are tied to the timing of home sales 
and related construction.  This allows the cost of City service to be directly tied to the number of residents as they 
are actually moved into homes within 
Sterling Ranch and does not require upfront 
costs based on artificial thresholds.  During 
the 20 year build-out, the revenue from 
one-time construction permit fees, 
property taxes and other revenues 
exceed the projected costs to service the 
residents in each individual year without 
a single deficit year.  Additionally, the SR 
Model as presented relies on a balance of 
property tax revenue plus retail tax revenue 
that provides a more stable source of 
revenue which is tied directly to home 
values and not solely on resident spending 
habits.  Although retail taxes are a very 
important component of the SR Model, the 

Littleton: 

Amount over 
20 Year 

Buildout

Annual 
Amount at 
Buildout

  Revenue sources to Littleton:
    Sales / Use Taxes 113,725,357 7,234,787
    Littleton Property Tax 27,196,587 2,983,872
    Other:  taxes, fees, fines, permits, charges for services, intergo 45,685,169 4,888,064
    Mills Dedicated to Littleton from SR District 81,747,113 13,188,660
  Total 268,354,226 28,295,384

Cost of Services - Total Littleton Budget:
    Determined by number of SR residents times 5 year avg 205,428,879 21,979,772
  Total 205,428,879 21,979,772

Net Surplus (Deficit) $62,925,347 $6,315,612

Per existing Littleton Resident  (population of 40,000) $1,573 $158

G E N E R A L  P R O JE C T  I N F O R M A T IO N
A creag e

R esid enti a l 1 ,2 00
N o n-R esid enti a l 5 06
O p en  S pace 1 ,2 36
Inf ra stru c ture 4 64
T ota l 3 ,4 06

R E S I D E N T I A L  P R O JE C T  IN F O R M A T I O N
R esid en tia l  A cr es

L ow  D e nsity S FD 550
M e dium D e nsi ty S FA 450
M e dium D e nsi ty M F 150
H igh  D e ns ity  M F 50
T ota l 1 , 200

R esid en tia l  U nits
L ow  D e nsity S FD 5, 700
M e dium D e nsi ty S FA 2, 150
M e dium D e nsi ty M F 2, 300
H igh  D e ns ity  M F 1, 900
T ota l 12 , 050



200 Plaza Drive, Suite 160  Highlands Ranch, Colorado 80129  303.232.6900  www.sterlingranchcolorado.com               Page 2 

higher combined mill levy allows conservative assumptions for retail spending patterns in both timing and quantity.  
The estimated total annual revenues exceed the estimated total annual costs by almost 29% of the estimated 
cost, allowing for deviances in the estimates and in timing of expenditures. 
 
Retail Revenue Assumptions 
During the months of February and March 2010, Patty Silverstein and Sterling Ranch met with Chris Gibbons to 
review the underlying assumptions related to the revenue generated by the Project during and subsequent to build-
out as well as the cost of providing service to the new residents.  Numerous retail sales tax assumptions within the 
Sterling Ranch Financial Model were discussed and generally agreed upon to be either conservative or reasonable.  
The following is a list of general assumptions, sources of data and discussion with Mr. Gibbons on key areas: 
 

 Retail space within the SR Model is calculated at 
25.2 square feet per capita, based on 800,000 total 
feet of retail space for approximately 31,700 
residents.  The SR Model calculation was based on 
CoStar data from 2007 that shows Littleton with 65 
square feet per capita, the Denver Metro Average 
with 52 square feet per capita and Highlands Ranch 
with 27 square feet per capita.  Based on the 
surrounding municipalities, the average of 25 square 
feet per capita is conservative and consistent with 
neighboring Highlands Ranch.   
 

 Retail leakage methodologies varied between the 
approach used by Development Research Partners 
and the typical methodology used by the City of 
Littleton.  In comparing the two approaches, Sterling 
Ranch determined the total square footage by using 
the 25.2 square feet per capita average times the 
projected residents to arrive at a conservative 
800,000 square feet of retail required.  SR then 
calculated the retail sales by multiplying the total 
square feet times the taxable sales and occupancy 
rates.  This retail sales tax per square foot approach 
is a “top down” approach utilized prior to a detailed 
analysis of the commercial mix within a project.  

 
The City of Littleton requested that Sterling Ranch also calculate the retail sales based on household income, 

taxable sales and local capture rates, a “bottom up” approach.  Based on these factors, the SR Model 
utilized an average household income of $75,695, which is comparable to Littleton and lower than the 
Douglas County average of over $98,871.  The percent of household income spent on taxable sales of 
39.7% is considered reasonable and consistent with Littleton.  The SR Model used 50% as a conservative 
capture rate to show the likely outcome.  Highlands Ranch currently has a very low capture rate of 43.6% 
through 2008, whereas Douglas County has a higher capture rate of 71.6%, with Littleton somewhere in 
between the two.  Although Sterling Ranch is similar to Highlands Ranch in many ways, a 50% capture rate 
was used because the design of the Project will have pockets of higher density around open space that will 
be conducive to internal buying and the physical location is less convenient to local regional malls.   

 
If the Highlands Ranch capture rate of 43.6% is utilized in the calculation above, the projected sales tax in the 

Littleton model would decrease to $5.4 million or approximately $700,000, approximately equal to the SR 
Model.  However, if the household income and capture rates are equal to the Douglas County Averages, the 
sales tax revenue increases to almost $8.5 million, approximately $3 million higher than the SR Model.   

 
 Hotels within the SR Model total 335,000 square feet, creating 500 rooms, supported by visitor traffic from 
the sports village, local residents at build-out and the potential business travelers from nearby employment 

Total square footage 800,000
Taxable sales 70.0%
Occupancy Rate 96.0%
Retail Sales per Square Foot $340
Total Annual Retail Sales at build-out $182,784,000
City of Littleton Tax Rate 3.0%
Projected Sales Tax - Littleton $5,483,520

Retail Sales per Square Foot Methodology

Total Number of Households 12,050
Average Household Income $75,695
Percent Taxable Sales 39.7%
Capture (total less leakage) 50.0%
Total Annual Retail Sales at build-out $181,055,612
Additional Retail Sales from Visitors $12,758,440
Additional Retail Sales from Businesses $10,000,000
Total Taxable Retail Sales $203,814,052
City of Littleton Tax Rate 3.0%
Projected Sales Tax - Littleton $6,114,422

Retail Sales Capture Methodology
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sites.  The assumptions related to the occupancy rates and hotel rates, including non hotel related spending 
was very conservative in the SR Model as the net sales tax revenue was less than $330,000 annually after 
build-out.  This was determined to be a low risk variable as the total annual amount was not material to the 
Project as a whole. 
 

 The retail sales per square foot within the SR Model is $340 per foot and the floor to area ratio (FAR) is 
.245.   

 
 Current Office, Hospital, Sports Complex and 
Educational uses have not changed from the Douglas 
County model.  Additional flex/light industrial 
space was added to the financial model due to the 
addition of 160 acres adjacent to Moore road.  The 
retail/lodging was increased to reflect the increase 
in sports village acreage and the addition of the 
Village Center South and Village Center West, 
neighborhood retail centers within the Project.  
The change in retail square feet brought the square 
feet per capita to a level slightly below neighboring 
Highlands Ranch. 

 
Littleton Project Cost: 
Project costs were only discussed and evaluated at a very high level, identifying those costs that would be triggered 
by thresholds and would be material to the Project or the City of Littleton as a whole.  Significant additional work 
will need to be completed in this area.  Capital costs specific to the Project and the related source of revenue is 
discussed below. 
 

 Fire Services will be provided by the fire district that the Project is currently located in at the request of the 
City of Littleton for financial modeling purposes.  Sterling Ranch had allocated approximately 10 mills 
for fire protection within the SR Model and will apply those funds to the appropriate fire district upon final 
decision.   
 

 Police Services will be provided by the City of Littleton.  Upon preliminary assessment, a substation type 
facility with secure access will be required.  The size and specifications to be determined.  Sterling Ranch 
will provide sufficient space within the town center civic building. 
 

 Public Service has requested sufficient land dedication and appropriate zoning for outdoor storage of road 
surface materials, vehicle storage and potential maintenance facilities. 
 

 Water Service will be negotiated with Denver Water or other provider as may be required and will be a net 
zero economic impact to the City of Littleton for modeling purposes. 

 
 Wastewater Service will be provided by the Littleton/Englewood Wastewater Treatment Plant at the 
current market rate for both taps and ongoing treatment at the time of use. 
 

Additional Financial Model Assumptions 
The SR Model assumes a combination of revenue sources compared to an average cost of service per capita based 
on the City of Littleton 2010 Budget General Fund.  Adjustments were made to exclude library services and fire 
protection from both the revenue side (included in the additional mill dedication from Sterling Ranch to Littleton) 
and the cost side (removed the library and fire protection costs from the general budget).  
 

 Mill Levy will be dedicated to the City of Littleton in two increments:  the first is the base mill levy that is 
currently paid by the residents of Littleton of 6.662 mills; and the second is an incremental mill levy that 
will be paid to the City of Littleton.  10 mills during the construction phase of the internal infrastructure of 
the Project (the first 10,000 residential units) and then increased to 25 mills thereafter.  

Non-Residential SF
Littleton 

Model
DC Zoning 
Application

Office 800,000 800,000
Hospital 150,000 150,000
Flex/Light Industrial 800,000 248,000
Retail 800,000 400,000
Lodging 335,000 200,000
Sports Complex 230,000 230,000
Educational Use 653,400 653,400
Total 3,768,400 2,681,400
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 Other taxes, fees, permits, charges for services and intergovernmental revenue is included in the 
preliminary analysis since the full cost of providing all general fund services (less fire and library) is 
included in the cost per capita calculation.  Once a more detailed analysis of the actual cost is determined, 
the revenue will be adjusted accordingly.  Sufficient surplus is provided within the budget to allow for 
adjustments. 

 Sewer tap fees were calculated on a single family equivalent (“SFE”) unit basis to provide for commercial 
units as well as residential.  A total of 13,451 SFE’s was utilized in the SR Model and equates to $67.255 
million.  This amount will change based on the cost of tap at the time of sale, the actual number of 
residential units, mix of units and commercial activity. 

 Retail development is projected to start the first 99,000 square feet after the first 2,250 homes are sold and 
built.  The first 2,250 homes would add approximately 4,000 residents, assuming approximately 25 square 
feet per capita.  It is anticipated that the initial phases will include convenience and sports related retail. 

 The commercial, flex space and light industrial opportunities will allow Littleton to grow its existing 
businesses within Sterling Ranch due to the available land while maintaining control of the land use, taxes 
generated and employment opportunities. 

 Emergency care services built in Sterling Ranch will provide much needed support to the Chatfield Valley 
area. 

 A school impact fee will be collected by the Douglas County School District on each lot which will be used 
to help pay for the cost to construct new schools within Sterling Ranch.  The number of schools will be 
determined by the Douglas County School District. 
 

SR Capital Improvements – Project Cost 
The capital cost of offsite improvements for internal and external roads, 
water and wastewater distribution systems, wastewater connection to the 
Englewood / Littleton wastewater treatment plant, civic buildings and 
Douglas County school facilities totals approximately $195 million over 
the twenty year build-out.   
 
Based on an assumed market value of $25,000 to $30,000 per unit for 
fees to be paid by developers / builders, the Sterling Ranch Metro 
District will be at the lower end of the market at slightly over $24,000 
per unit.  The impact fees provide a significant portion of the 
infrastructure cost and are a very reliable, stable source of revenue that is 
actually collected before the homes are built and services are needed for 
the respective residents.   
 
A total of 35 mills will be collected by the Sterling Ranch Metro District.  
Of the 35 mills, 10 will go to the City of Littleton for the first 10,000 
residential units and then will be increased to 25 mills thereafter.  The SR 
Metro District will keep 25 mills for the first 10,000 units and then 
reduced to 10 mills thereafter.  The combined total sources of revenue 
allocated to capital projects is approximately $234 million or 20% 
($39 million) greater than the projected cost noted above, allowing 
for cost overruns, interest on interim bonding and unforeseen capital 
requirements.    
 
Traffic: 

 The internal roads and related roadway systems will be paid for by SR through builder fees and minimal 
metro district bonding as may be required for timing. 

 The direct impact to the external county roads that connect the SR property to the state highway systems 
(Wadsworth 121 and Santa Fe 85) caused by the addition of SR residents will be paid for by the SR metro 
district. 

 Sterling Ranch has established a discussion with Douglas County to define traffic impact fees as quantified 
above.  The cost of road improvement to the “external” roads outside of the Project boundaries includes 
the impact from both Sterling Ranch residents and projected background traffic from the growth of other 

Estimated Cost:
    Sewer Connection 28,000,000
    Water distribution 47,820,000
    Wastewater distribution 11,462,000
    Traffic - Internal 36,293,108
    Traffic - External 39,000,000
    Civic 5,000,000
    School 27,264,600
Total Estimated Cost: 194,839,708

SR Capital Improvements- Cost

Estimated Revenue:
    Impact fees 161,904,000
    SR District - base mills (10) 39,231,942
    SR District - 15 mills 15 years 33,183,428
Total Estimated Revenue: 234,319,370

SR Capital Improvements - Revenue



nearby areas based on the current DRCOG models.  Sterling Ranch will continue to work with Douglas 
County to finalize an agreement to provide for the cost of impact on county roads caused by the growth of 
Sterling Ranch residents. 

 Sterling Ranch is also working with CDOT in conjunction with Douglas County to identify mechanisms 
that can support CDOT in the roadway improvements that may be required to the state highway systems as 
a result of future growth. 

 Sterling Ranch supports transit solutions between significant retail and business centers in Littleton and 
the Project, providing a greater capture of the Sterling Ranch resident leakage by Littleton businesses. 

 
Sports Village: 
Sterling Ranch is designing a regional destination sports venue for local teams, leagues and tournaments.  The 
sports village is currently anchored by the Colorado Rush soccer organization and a local baseball organization, 
both in existence for over ten years.  The Village will provide recreation and entertainment services for all ages.  
These recreation facilities will work in unison with the planned retail and lodging components in the adjacent Town 
Center as well as an integral component to the neighboring planned high school / middle school campus. 
 
Annual visitors were estimated by Norris Design to be approximately 550,000 for all sports programming.  The 
existing soccer and baseball organizations alone are currently drawing 229,000 visitors.   
 
Impact of Sterling Ranch Growth on Littleton: 
Based on the current estimated population of the City of Littleton plus the projected growth of Sterling Ranch 
through maximum build-out, the total population will increase 75.6% over an assumed 20 year build-out, leaving 
the Sterling Ranch Population at 43% of the 
total estimated 73,737 combined residents at 
build-out.  This represents an average 3% 
growth per year with the highest growth year 
being projected at 4.5%. 

200 Plaza Drive, Suite 160 200 Plaza Drive, Suite 160  Highlands Ranch, Colorado 80129  303.232.6900  www.sterlingranchcolorado.com               Page 5 

 
The projected growth from Sterling Ranch in the 
first 5 years is only 9% of the existing Littleton 
population and increases to 32% of the current 
population over the next 10 years.  The full 20 
year maximum growth projection shows an 
increase of over 75%, however when spread over 
time, the annual growth rate of 3% to 4% will 
allow the City of Littleton to manage the 
foreseeable impacts, provide much needed 
financial security with one-time fees collected in excess of $125 million from construction permits and sewer tap 
fees, and be able to integrate necessary governmental services, endow cultural resources within Littleton and 
strengthen common business interests.  
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