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Hai nes Bor.ough
Bor ough Assenbly_SPECI AL Meeting #80
August 29, /2005
"M NUTES Approved

CALL TO ORDER/ PLEDGE TO THE FLAG Mayor CASE called the
special neeting to order at 6:30 p.m in the Assenbly
Chanbers of the Public Safety Building and led the pledge to
the flag.

ROLL CALL Present: Mayor M ke CASE and Assenbly Menbers
Scott ROSSMAN, Debra SCHNABEL, Norm SM TH, Jerry LAPP, Herb
VANCLEVE, and St ephanie SCOIT.

Staff Present: Robert VENABLES/ Borough WManager, Julie
COzz1 | Bor ough  derk, Jil a STUART/ Chi ef Fi scal Oficer,
Addi son FIELD/ Museum Director, and Lori STEPANSKY/ Touri sm
Director.

Visitors Present: Bonni e HEDRI CK/ CVN, Chris SHARP/ KHNS
Dar si e BECK, Deborah VOGI, and Karen HESS

APPROVAL OF AGENDA

M S LAPP/ SCOTT Mdtion to approve the Agenda.

The notion carried unani nously.

4.

ORDI NANCE 05-08-120

An ordinance of the Haines Borough anending Sections
3.80.030, 3.80.35, and 3.80.220; and Chapter 3.23 of the
Hai nes Borough code regarding the collection and application
of the borough consuner sales tax pursuant to a vote of the
peopl e at the Cctober 4, 2005 regul ar el ection.

M S LAPP/ SCOIT Modtion to reconsider the 8/23/05 notion to adopt
O di nance 05-08-120.

The notion to reconsi der passed 5-1 with VANCLEVE opposed.

SM TH said he is opposed to Option B because it does not have
the lodging excise tax going to tourism or a convention
center. He does not want it to continue disappearing into
t he CGeneral Fund.

SCHNABEL thanked the assenbly for their wllingness to
reconvene and read the following prepared statenent:
“Citizens elect to assess taxes on sales of goods and
services as a nmeans of raising revenues to support government
functi ons. The tax is paid by consumers who may or nmay hot
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be residents. Wen we speak of sales tax, it is
i nappropriate to speak of the taxpayer as a resident or a
nonresident...the payer is a consuner. Currently, sales of

goods or services occurring in the Borough are taxed at 1.5%
The approximate annual sales taxed at this rate are

$36, 600. 00, and $540,000 is raised. It is currently |aw ul
to spend these funds only on general governnment services and
nmedi cal services. Since consolidation, certain governnent

functions that were recognized only by the Townsite Service
Area (TSA) are recognized as areawide function: tourism
pronoti on and devel opnent, econonm c devel opnent, parks and
recreation, libraries, nuseuns, ceneteries, to nane a few
The borough also assesses a 4% tax areawide on sales of
| odging, and this tax raises an additional $65,6000 for the
general fund. $540,000 plus $65,000 raised by 1.5% sales tax
and 4% lodging tax is inadequate to pay for areaw de
functi ons. Currently, sales of goods or services occurring
within the TSA, approximtely $33,000, 000 annually, are taxed
an additional 4% The revenue generated legally pays for
general government expenses for the TSA: police, fire, animal
control and road mmintenance, and for tourism pronotion and
devel opnent, capital inprovenents and econom c devel opnent.
The total annual sales taxed at the 4% rate are approxi mtely
$33, 000, 000, and approximately $1,320,000 is raised.
Revenues collected from sales only wthin the TSA are being
used to subsidize the areawide functions of parks and
recreation, tourism pronotion and devel opnent, capi tal
i nprovenents and econom c¢ devel opnent. Ordi nance 05-08-120
attenpts to align the taxes collected on sales to the
functions of governnent wthin political boundaries. The
Transition Plan of the Haines Borough, adopted upon
consolidation, addresses the issues of sales tax and
recomends that sales tax be uniform throughout the borough
The plan proposed by Odinance 05-08-120 attenpts to provide
the TSA the opportunity to continue to raise revenues for
uni que functions without raising the rate of sales tax within

the TSA It does this by capturing sales previously not
taxed, i.e., sales outside of the TSA — approxinmately
$3, 300,000 annually, by reallocating revenues to areaw de
expenses previously borne only by the TSA The Fi nance

Committee proposed a tax structure that has becone known as
Option A. Wen the option was introduced by the commttee as
an ordinance to be heard, it was sent back to commttee for
reconsi derati on. An argunent was put forth that separating
econoni ¢ devel opnent from tourism pronotion and devel opnent,
both areawi de functions, would not be supportable by the
voters who wanted to see a unique allocation to economc
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devel opnent. Option B was put forth, essentially naintaining
the commngling of tourism pronotion and developnent and
econoni ¢ devel opnent, as a possible neans of attracting nore
voters to the idea of sales tax reform The Fi nance
Commttee believes that Option A nore closely describes the
action of the assenbly in June by adoption of the budget that
does not provide for continuation of enploynent of a distinct

econoni ¢ devel opnment director. The assenbly agreed by
passage of the budget that the functions of genera
admnistration (i.e., managenent) and econonic devel opnent
were so entwined in the body of the Manager Robert Venabl es
that we would not fill the position vacated by Venabl es when
he was hired as the manager. This was al so a decision that

hel ped to bal ance the budget. Currently, the 1% designed for
tourism pronotion and devel opnent and econom c devel opnent

rai ses approximately $339, 000. The tourism budget is
$286,000 and the rem nder is allocated to economc
devel opnent, essentially paying for part of the manager’s
salary ($50,000) and our |obbyist ($50,000). Option A

attenpts to provide for tourism and pronotion a distinct fund
t hat cannot be assumed for any purpose but tourism pronotion
and devel opnent. \Wiether or not the assenbly and the public
agree that is a good thing remains to be discovered.”

SCOTT asked if the anendnent passed last neeting is still in
effect. CASE clarified that the notion to reconsider has
returned the assenbly to the very sanme point they were before
the notion to adopt was voted on.

SCHNABEL said Option B would retain what we have now which is
an estimted $339,000 a year shared by tourism and econonic

devel opnent. As she has thought about it nore, the sharing
puts tourismin nore jeopardy than if it were separate from
econom ¢ devel opnent. Option B retains for the assenbly the

option to pay for admnistrative functions or any other
activities the assenbly chooses to describe as economc
devel opnent. \Whereas, Option A would nake it nore difficult
to justify...

M S VANCLEVE/ LAPP Mdtion to anend to accept the Option B version

VANCLEVE said he was struck by SCHNABEL' s expl anation saying
Option A nore accurately reflects the assenbly’s budget

position. He believes the voters specifically wanted
econoni ¢ devel opnent and dedi cated part of the 1% tax to it;
the voters said this is how we want the nobney spent. He

believes Option A takes that from the voters. SCOTT asked
STUART if the $65,000 for |odging tax was under-estinated.
STUART said the ampunt has gone down since RVs were excluded
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from paying the tax. SCOIT spoke to VANCLEVE and said the
assenbly is asking the public to reconsider the tax

dedi cati on. She really believes the assenbly needs to cone
to an understandi ng that econom c devel opnent is an inherent
function of |ocal governnent just |ike safety and health.

She is sensitive to the issues raised about tourism funds
being in jeopardy. She spoke against Option B and in favor
of Option A

SM TH said asked to hear from HESS. HESS t hanked SM TH and
said the ordinance wording is confusing to the public. She
believes that, once again, the Haines Borough is trying to
put sonething quickly on the ballot w thout having thoroughly

t hought it through. There are too many anbiguities and
tourismwould take a hit. The comunity has to be pronoted
and noney is needed to mnake that happen. She said the

assenbly needs to meke sure they thenselves understand the
ordi nance before they put it on the ballot for the voters to
deci de. She doesn’t believe it will pass, and it’'s not a
good idea to take noney away from tourism She agreed with
SM TH one-t housand percent that all of the |odging tax should

go back into tourism pronotion.

LAPP asked HESS if areawide tourism taxes should be

col | ect ed. She said “yes.” He said Option B does not take
money away from Tourism and asked her if she would support
it. She said it is nore favorable but Option B should

include the lodging tax going to Tourism SCHNABEL sai d
Option B retains Fund 23 as it currently is---funding both
touri sm and econom c devel opnent. It captures tax on all of
the sales occurring outside of the townsite service area and
has no exact anmount of noney designated for Tourism al one.
There is, however, an exact anount of noney designated for
Tourism AND Econom c Devel opnent. The assenbly decides the
portions and the various activities. Right now, there is a
commingling of functions and Option A proposes to separate
them She said she believes that some of VANCLEVE s comments
have validity. She said it really wasn’t the issue of taking
noney away from Tourism Her question was how the voters
woul d perceive the renoval of econom c devel opnent from the
t ax. She agreed with SCOTT that economi c devel opnent is a
function of government. SCOIT said Option A guarantees noney
to tourism and does not elimnate other sources of funds.
There is no guarantee in Option B. CASE noted neither of the
options preclude increased revenue to tourism

The notion tied 3-3 with SCOIT, SM TH, and SCHNABEL opposed.
Mayor CASE voted “yes” to break the tie, and the notion carried.
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SCHNABEL said there are nany advocates that believe the
| odgi ng tax should go to tourism Option B does not include

that as a feature. Option B does not take care of the
problem of Townsite Service Area functions not being
adequately funded by the current sales tax structure. LAPP
said Option B will be nore acceptable to the voters and it

starts to do what the transition plan says--to get things on
a nore even keel.

The notion tied 3-3 wth SMTH, SCOIT, and SCHNABEL opposed,;
Mayor CASE broke the tie with a “yes” vote and the notion
carri ed.

5. ADJOURNMENT — 7:20 pm

M S LAPP/ VANCLEVE Mbtion to adjourn.
The notion carried unani nously.

ATTEST: M ke Case, Mayor

Julie Cozzi, Borough Cerk



