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City Council Discusses
Local Option Sales Tax

One-half cent could fund community projects;
Business community must weigh in!

Marshall’s City Council is currently exploring
the possibility of a local option sales tax.

And the City of Marshall is not alone.
Currently only twelve of Minnesota’s 853
cities and one
county (Cook) have
local sales taxes, but
that number is
predicted to grow as
communities look for
ways to fund costly
infrastructure
projects. Officials
could wait for
increased state or
federal funding, but
the chances of that
seem remote.

According to the
Minnesota Depart-
ment of Revenue,
Marshall generates
about $10 million in
sales tax revenue for
the state with the
6.5% sales tax
already in place. An
additional one-half cent local option tax could
generate about $900,000 annually to fund local
projects.

State law requires approval by the Legislature,
as well as a local referendum before a tax can
be put into effect, and the Minnesota Legisla-
ture has set certain criteria for local govern-
ments wanting to enact a sales tax, including:

A proposed tax must be used for
specific capital projects. The City of
Marshall would need to clearly identify
projects that would be funded by sales tax
monies. Funds could not be used for general
operations of the city.

A sales tax must sunset. Local option
sales taxes are in effect only as long as it takes
to pay for the identified projects. Most

existing taxes have been sunset after ten years
or less.

The city must demonstrate community

support for the sales tax. Voters must
indicate their support
of the sales tax in a
referendum held at a
general election.
Local voters have the
final say in whether
or not a sales tax is
approved through the
referendum. Cur-
rently Mayor Bob
Byrnes has indicated
that the issue could
be on the November 1
ballot, if the City
Council first adopts a
resolution authorizing
the issue to be
considered.

The projects must
have regional

significance.
Marshall is a regional
center, and surrounding communities look to
the city to provide a wide variety of services
and amenities. Any identified project must
benefit not only Marshall, but the surrounding
region.

As Marshall continues to grow as a regional
center, more people work here, do their
shopping here, attend SMSU and visit the
community for activities and events. The use
of a local option sales tax approach taxes
everyone who uses and benefits from im-
proved infrastructure — including out-of-
town shoppers — not just the people who
own property.

Because Marshall has a larger retail base that
would be expected based on our population
(our retail pull factor is currently 1.5), if
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Local Option Sales Tax,
continued from page 1

Marshall enacts a local option sales
tax, a substantial portion of the tax
would be borne by non-residents. In
fact, as Marshall businesses often
indicate, over fifty percent of their
sales come from outside of the commu-
nity.

According to Iowa State University
professor and national expert on retail
sales Ken Stone, studies have shown
that implementing a local option sales
tax has little effect on the shopping
behavior of area consumers. Stone
says that studies completed in a
number of Jowa communities suggest
that adopting a local option sales tax
does not have an adverse effect on the
community’s retail activity.

Yet, the Minnesota Legislature has
been reluctant to approve requests for
local option sales taxes. This year, the
House tax committee took up only one
of 20 cities requests for new or ex-
tended local option sales taxes, a
request from Rochester. They did not
consider requests from St. Cloud,
where city residents have twice voted
to pay a higher sales tax for expanded
library facilities, airport upgrades and
transportation projects. And Bemidji,
whose residents voted in 2002 to
support park and trail expansion
through a sales tax, have had a request
at the Capitol for the past three years,
without consideration.

What is excluded? Food, clothing,
prescription drugs, fuels taxed under
the motor fuel excise tax, residential
heating fuels, some capital equipment

purchased, and farm machinery are all
exempt from sales tax.

Cities that adopt a local option sales
tax may also impose a $20 vehicle sales
/ transfer tax.

Mayor Byrnes states that he hopes to
“engage the community in a discussion
of whether this is an option they would
like to consider”.

The Chamber intends to provide
information concerning a local option
sales tax to our membership, beginning
with this article, and including a
discussion of projects that could be
funded though this mechanism.

Please take the time to review informa-
tion about a local option sales tax and
inform yourself about the potential
benefits and impacts on the Marshall
business community.

MACC would then poll our members to
determine whether this is an option
that has the support of the business
community. When asked for your
opinion on this issue, please take the
time to respond!

It is essential that the Chamber’s Board
hear from our members on this issue, as
the Board will probably be asked to

take a position by late summer, in order
to meet the Mayor’s projected timeline.

Duluth, Rochester, Minneapolis, Mankato,
St. Paul, Cook County, Hermantown,

Two Harbors, Proctor, New Ulm and

St. Cloud area cities currently have local
option sales taxes in place, according to the
House Research Department.
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Special Session
Continues without a
Transportation Bill

Lawmakers are back at the drawing
board during special session, following
Governor Pawlenty’s veto of the
omnibus transportation bill. Unfortu-
nately, lawmakers have not placed a
high priority on transportation funding
during special session negotiations.

Regarding transportation, Governor
Pawlenty said, “It’s important, but not
as important in terms of immediacy as
the tax bill, the K-12 bill and the human
services bill.”

Some sort of transportation funding bill
must be approved during the special
session so the Department of Trans-
portation can start spending money
generated by taxes and fees. Beyond a
basic bill that would keep MnDOT
running, the future of transportation
funding is uncertain.

Even the fate of the one transportation
funding provision that lawmakers did
approve is unclear. A proposed
constitutional amendment that would
earmark 100% of the sales tax collected
(compared with approximately half
under current law) on motor vehicles
for transportation could also be subject
to change. The shift would be phased
in until reaching full funding in 2011
and is eventually expected to generate
$300 million a year in revenue for
transportation projects.

The amendment, which must be
approved by the voters, dedicates at
least 40% of the dollars generated by
the motor vehicle sales tax to transit,
but does not dedicate a complimentary
portion to highways. Rural lawmakers
will be attempting to change that policy
during either the special session or
next regular session.

Another challenge for the Governor
and Legislature will be filling the gap as
these funds are diverted from general
operating funds to transportation.



Policy Development Session identifies issues

Bill Blazar, St Vice President of Public ~ Other issues discussed included local SA VE TH E

Affairs & Business Development with  option sales taxes, general frustration

the Minnesota Chamber of Commerce with the legislature, continued
met recently with local business leader®pposition to energy mandates,
to gain input on issues that will be of  support of telecommunications
importance during the 2006 Legislative infrastructure.
Session.

Locally, this focus group will be used
The Marshall meeting is one of 25 to develop a government affairs
similar meetings held with Minnesota survey which MACC members will be
Chamber members and local chamber asked to complete later this summer
leaders across the state.

Our thanks to Minehart, McKee &
So what issues emerged as important Associates for hosting this event.
ones for the Marshall area?

Transportation:Continue to support
the concept of project specific trans-
portation funding.

Education:Support education, both
K-12 and Higher Education as a
workforce infrastructure

issue. Todays students

are tomorrows workers.

Health Caretealthcare
remains the # 1 business
concern, especially in
terms of rising health care
costs. There is also
support for eliminating
mandates.

Attend Upcoming
BusinessAfter Hours

We are pleased to announce our upcoming Bushitsis

Hours hosts for 2005! Mark your calendars now and take

advantage of these great networking eveftsitchfor

updated information about each event in our Chamber Perspectives & Fieg! F
If your business would like to host a BAH event, contact Cami for details

July 2005 - Century 21
August 2005 - Coldwell Banker / Affinity Hills
September 2005 - Lockwood Motors
October 2005 - SEI, WMHC, ARC & SWCIL
November 2005 - Taste of Marshall
December 2005 - Bremer Bank Christmas Party
January 2006 - Southwest Minnesota State University

Interested in hosting BAH? Call Cami at 532-4484!

DATE!
Annual
Chamber

Golf Outing

Monday,

July 11, 2005
Shotgun Startat 1 PM
Marshall Golf Club

Don’t miss the fun! Prizes!
Networking! Costincludes
golf, cart, a Chamber golf shirt,

dinner and beverage®/atch
for full details. Plan to attend!

AgFest

Wednesday
August 3, 2005

Join us for an evening of fun
and great food, recognizing the
importance of agriculture to the

Marshall area.

wMixed grill serving from
5:30to 7:30 PM at the
Lyon County Fagrounds
wMusic
wBeer Garden
wRolle BolleTournament
& Prizes

Tickets will be available soon!
This is a great way to connect
with our rural neighbors.



