TOWN OF MORRISTOWN TOWN CHARTER COMMITEE
MEETING NOTICE & AGENDA

COMMUNITY MEETING ROOM

On Zoom and at 43 Portland St. Morrisville, VT 05661
4:30 PM Monday, April 22, 2024

/ ""({ = N
State of Vermont '\ L

=P\ [ L
MORRISTOWN

Join Zoom Meeting or by phone join via conference call (audio only): 1 (646) 558-8656 | Meeting ID: 810 342 4528 |

Chartered in 1781

I. 4:30PM - CALL TO ORDER

Il. 4:31PM - AGENDA CHANGES/ADDITIONS

lll. 4:32PM - APPROVE MINUTES
1. Approve minutes 3-18-24

IV. 4:35PM - NEW BUSINESS

1. Jeff Carr, Economist presentation

2. Communication schedule

V. 5:00PM - OLD BUSINESS
1. Draft Charter to be presented to the Selectboard

VI. 5:12PM - OTHER BUSINESS

Vil. 5:15PM - ADJOURN
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State of Vermont \ \'\, Chartered in 1781

MORRISTOWN

TOWN CHARTER COMMITEE MEETING MINUTES
OF MARCH 18, 2024

Members: Judy Bickford, Chris Palermo, Laura Streets, Richard Craig, Sara Haskins, Brian Yeaton,

Christopher Moks

Absent: Craig Santenello, George Cormier, Don McDowell

Staff:

Guests:

Carrie Johnson, Interim Town Manager; Judi Alberi, Executive Assistant

Tom Cloutier

*participating via Zoom

4:30PM - CALL TO ORDER
Chris Palermo called the Charter Committee to order at 4:30 PM at the Tegu Building.

4:31PM - AGENDA CHANGES/ADDITIONS

None

4:32PM - APPROVE MINUTES

1.

Approve minutes of 2-26-24
Motion made by Richard Craig to approve the minutes of 2-26-24. Motion seconded by Brian Yeaton.
Motion carried. (6/0)

Christopher Moks arrived after the minutes were approved.

4:35PM - NEW BUSINESS

1.

Overview of Town Charter draft

Carrie Johnson, Interim Town Manager, reported that section 5, RECALL, had been removed from the
Charter draft as discussed 2-26-24 meeting.

Chris Palermo and Carrie Johnson discussed the language of section 3 regarding the local option tax.
Chris has been following Waterbury's charter through the house and senate and has suggested the
charter language in 3b be changed to reflect what is going to be required and what is passing for
Waterbury.

3b language will read as follows: A tax imposed under the authority of this section shall be collected
and administered by the Department of Taxes pursuant to 24 V.S.A. §138.

Discussion on presenting Town Charter to Selectboard

It was decided that the next Town Charter Committee meeting would include Jeff Carr in the
conversation concerning the financial impact of the local option tax. The Charter covers two main
areas: the duties of the Town Manager and the local option tax. A discussion followed regarding how
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to disseminate the information to the public. The committee agreed to use a large postcard that would
be sent to citizens explaining the details about the Town Charter and how it will affect the town. The
public outreach will take place from May to October 2024.

3. Next steps and timeline for finalization of Town Charter

It is a long process to arrive at a final Town Charter. Carrie Johnson distributed the revised timeline to
the committee. The charter will be forwarded to the Selectboard for the 4-15-24 SB meeting for
review. Jeff Carr, Economist, will attend a meeting in April to discuss his findings and present
information to the SB and the community. If all proceeds as planned, the citizens will vote on the Town
Charter article and vote on specific local option tax article. They are two separate articles. If the town
charter article fails, then there is no local option tax.

Motion made by Laura Streets to accept the Town Charter, Draft number 3, as amended with the
language accepted by the state. Motion seconded by Richard Craig. Motion carried (7/0).

At the next meeting of the Town Charter Committee set for May 6th at 4:30pm, the interim town
manager will present a draft of the communication plan.

5:05PM - OLD BUSINESS
None

5:07PM - OTHER BUSINESS
None

5:10PM - ADJOURN
Motion made by Judy Bickford to adjourn. Motion seconded by Christopher Moks. Motion carried. 7/0)

Meeting adjourned at 5:20 pm
Submitted and filed this March 20, 2024.
Bonnie McDermott, Scribe

Please note all minutes are in Draft form and are subject to approval at the next Town Charter Commitee meeting.

Page 3 of 11



Memo AMEPR

ECONOMIC & POLICY RESOURCES

To: Morristown Charter Change Committee
Through: Carrie Johnson, Interim Town Manager

From: Jeffrey B. Carr, Economic & Policy Resources
Date: April 18, 2024

Re: Considerations for a Morristown Local Option Tax

Potential Action:

Shall the Morristown Charter Change Committee recommend to the Town Selectboard that the
Town request approval by the Vermont General Assembly of a Town Charter change to enact:

(1) a one percent local option Sales & Use Tax, within the Town of Morristown,
and/or

(2) a one percent local option Meals, Rooms and Alcohol Tax within the Town of
Morristown;

Consistent with 24 V.S.A. Sec. 138a and to be administered by the State of Vermont?
The Issue

As the Committee knows, the ability to assess a local option tax at the municipal level in Vermont
is authorized by Vermont Statute for the purpose of “...affording municipalities an alternative
method of raising municipal revenues...” other than property taxes. As such, the Vermont Local
Option Tax (LOT) allows municipalities to adopt a 1% tax on the purchase of items and services
which are already subject to the statewide Sales, Meals, Alcoholic Beverages, and Rooms Taxes.
The local option Sales Tax would be assessed on these items at 1% of gross purchase price, in
addition to the baseline statewide tax. The local option Meals and Rooms Tax would assess an
additional 1% on sales of non-exempt retail items, alcoholic beverages, meals, and rooms. By
statute the LOT does not apply to items subject to use tax, nor would it be assessed on purchases
of motor vehicles which are covered by another state consumption tax—the Motor Vehicle
Purchase and Use Tax on vehicles purchased, leased and/or registered in Vermont (if the vehicle
was acquired from an out-of-state seller this tax is considered a “use tax”.)

Currently, the State assesses a 6% Sales and Use Tax on a number of goods (including e-
commerce sales) and services (e.g. utility bills and cable TV). The State also assesses a 6% Use
tax—which is not a part of the LOT. The State assesses a 9% tax on meals and rooms charges,
and a 10% tax on the sale of alcoholic beverages. The LOT for the Town would add a percentage
point to all of those qualifying purchases. Therefore, within the Town, the LOT Sales tax would
be 7% on qualifying purchases—with one percentage point of those tax receipts inuring to the
Town on a quarterly basis—reduced by the 30% assessment for the State’s Payment in lieu of
Taxes Program (or PILOT) and net of a $5.96 per item processed administrative charge assessed
by the Vermont Department of Taxes. The LOT would mean restaurant meals and room charges
would be subject to total 10% tax—with one percentage point of those taxes inuring to the Town

400 Cornerstone Drive, Suite 310 | P.O. Box 1660 | Williston, VT 05495-1660
(802) 878-0346 | (800) 765-1377 | info@epreconomics.com | www.epreconomics.com

ECONOMIC, POLICY, AND FINANCIAL ANALYSTS

Page 4 of 11



net of the PILOT allocation reduction and the Department of Taxes administrative charges, also
on a quarterly basis. The 1% LOT on short-term room charges would also be assessed on in-Town
providers of shorter-term rentals through Air BnB, Home Away, Expedia and others that similarly
must pay the State tax on short-term room rentals. We unfortunately do not have any data for
this group of short-term rental providers—but we will have some data should the Town start to
collect a LOT on those rental offerings. Alcohol beverage purchases from providers within the
Town would be taxed at the rate of 11%—again with one percentage point of those taxes inuring
to the Town on a quarterly basis after PILOT and the Department of Taxes’ administrative
charge—should the Town elect to collect a LOT on such transactions.

In Vermont, the concept of LOT has gained a significant amount of acceptance, especially over
the past five years. As of January of 2024, a total of 23 municipalities across the State impose a
local option sales tax,* and a total of 25 municipalities impose the local tax on meals, rooms, and
alcoholic beverages. Burlington (with a 2% LOT) and Rutland (with a 1% LOT) each have a locally
administered “Gross Receipts” tax on rooms, restaurants, and entertainment/admissions, on top
of the statewide tax applied to these items. A total of 6 municipalities in the State have LOT on
meals, rooms, and alcohol only, and three municipalities have a 1% LOT on Rooms charges only.
In total, 20 municipalities have both LOT on Sales tax items as well as meals, rooms, and alcohol,
including the Town of Stowe, which implemented its 1% LOT on Sales on July 1, 2023, and has
had a local option tax on meals, rooms and alcohol sales since July 2006.

Deliberations about who pays LOT taxes (e.g. residents versus visitors to the municipality) include
numerous news stories “pro and con” about the effects of such a proposal. Short of doing
primary research on incidence, we can only speculate somewhat on the likely impacts of groups
of potential LOT paying groups. Through experience with past LOT proposals and the Town’s
prior experience with LOT indicates there will be both some support and some opposition within
the community to the concept of establishing one or more LOTs. The level of support typically is
tied to the potential benefits of using the proceeds of any LOT for certain important and
beneficial projects within the Town (and occasionally for some operating budget relief such as is
the case in the Town of Williston). Typically, Selectboards do establish a policy for the use of LOT
proceeds as part of the LOT policy debate, and there is likely at least some recognition within the
community that LOT can be viewed as “user-charges” for both residents and visitors who value
the assets of the community and patronize the communities establishments and therefore use
the Town’s services offerings and amenities within the community without paying except if they
were a residential or business property tax payer in the Town. In other words, because LOT
proposals can be structured to be “elective”? primarily because they are consumption-based
taxes, they become a way or means to allow non-resident users to more directly support the
town services needed to support the Town’s attractions-amenity base instead of only relying
indirectly on only the resident and business property taxpayers. As a result, in many ways LOT
represents the only way to directly charge non-resident users of the Town’s amenities for the

1 Up by eight municipalities over the past 5 years. Note that the Town of Killington rescinded its LOT Sales tax and
subsequently imposed a LOT for meals, rooms, and alcoholic beverages.

2 If the customers of an establishment that is located in a municipality that assess a LOT of one form or another do
not want to pay a LOT, they can choose not to patronize that particular business establishment.
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Town services (e.g. roads, pedestrian sidewalks-paths, public safety, “Way-Finding Signsd,” etc.)
for the cost to the Town for providing those public services to non-resident/non-resident
business users. Opposition to any LOT proposal typically comes from parties within the
community concerned about the anti-competitive impact on local businesses who must charge,
collect, and remit the LOT to the State Department of Taxes—which in turn, sends the LOT
proceeds back to the Town after deductions on a one-quarter lagged basis.. There also can be
expected to be opposition to any LOT proposal from those who tend to be philosophically
opposed to any increase in the Town’s taxes and/or fees.

Behaviorally, a one percentage point change in the total charges on a bill for taxable sales, taxable
meals, taxable rooms, and/or purchases of alcoholic beverages tend to be very small (e.g. $1.00
per every $100 dollars spent). Generally speaking, experience with LOT through the State
indicates that differences in total bills of that magnitude in relation to the total bill for
consumption have not been reported to be enough to significantly alter consumption behavior-
habits. This is especially true because the Town is part of a destination for many non-residents
and visitors throughout Lamoille County region—including Canadian visitors. In addition, the
Town and other potentially competing commercial-destination centers in the region also have
LOT on the books (e.g. the Town of Stowe’s local option sales tax and meals, rooms, and alcohol
tax, the Town of Elmore’s local option rooms tax, the City of Montpelier’s LOT on meals, rooms,
and alcohol sales, and Barre City’s sales, meals, rooms, and alcohol LOT). Many municipalities
throughout the northwest Vermont region—as a possible more distant competitors—also have
one or more LOT in effect—including the City of Burlington, Town of Williston, Town of
Colchester, the Town of Shelburne, and the City of Winooski. Many other municipalities that rely
heavily on visitor traffic also have one or more LOT on their books and have had them for many
years.

“First Draft” Estimate of Revenue Potential (Subject to Further Analysis-Confirmation):

Following up on the initial estimates by LOT source presented last month, the following table sets
forth the estimated LOT tax receipts by major LOT source for the most recent fiscal years using
the latest available data from the Vermont Department of Taxes. The proposed LOT tax was
applied to the historical brick and mortar sales data from the Vermont Department of taxes (using
180 day data from those returns) for items and services subject to sales, meals, rooms, and
alcohol tax.3 These estimates of past revenues assume no significant diminutive impact
associated with the imposition of the 1% LOT taxes on consumption-sales (which has proven to
be correct given experience with other LOT proposals over the last five years) and that the
reported bricks and mortar” sales tax receipts and meals, rooms, and alcohol receipts data as
reported by the Vermont Department of Taxes is substantially correct. Since there is no current
data set for e-commerce sales within the Town, this initial estimate of local option sales taxes
uses a per person estimate of total retail sales and the percentage of which is estimated on

3 pPlease note that the Vermont Department of Taxes does not publish gross sales data by municipality when there
are fewer than ten taxpayers for confidentiality reasons. Since the Town has fewer than ten rooms taxpayers, the
historical data used for this analysis does not include estimated rooms tax for the historical period back to FY 2020
(as the last year when the Town had more than 10 room rental providers). This means that this analysis likely
underestimates LOT revenue to the Town that was calculated based on this non-reported historical data.
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average to be “e-commerce sales” subject to the LOT sales tax (at 15% of the total from national
retail sales data from the U.S. Department of Commerce). That per person estimate of retail
sales has been adjusted to account for the Town’s less than average level of median household
income (at $61,651 from 2018-2022) relative to the statewide average of $74, 014 (also over the
2018-2022 period). Since there is no data for the short-term rentals from providers such as Air
BnB, Home Away, Expedia, etc.) we have not included any estimate of LOT meals or rooms tax
data from those providers, and the prospect of this revenue provides some upside risk to the
overall revenue estimate. We take the 2023 base estimate forward to fiscal year 2025-26 with
the assumption that the LOT will take effect on July 1, 2025. The two tables below set forth the
initial revenue estimate of the 2023 base and the forward looking initial LOT revenue projection
by source and combined—assuming the Town proceeds with both a lot sales tax and meals,
rooms, and alcohol tax proposal. These estimates can be adjusted if the Committee and the
Selectboard decide differently. at data Attachment A (below) takes this historical data forward
with conservative assumptions. We also believe that the suppressed data for room receipts since
fiscal year 2020 likely makes the 2023 base estimate and forward-looking revenue estimate
“likely” on the conservative side of potential differences. It is possible that the LOT revenues
from the Meals, Rooms and Alcohol LOT could be significantly higher than estimated in the Table
below and in the forward-looking table in Attachment A when the Air BnB, Home Away, Expedia,
and similar providers are included. The initial 2026 LOT revenue estimate was based on three
qguarters of revenue (given the one-quarter lagged character to the Town’s LOT receipts). The
second year LOT revenue estimate was calculated using the one-quarter lagged nature of receipts
based on fiscal year activity orientation of when the LOT tax liabilities are determined. All data
from the Tax Department are based on 180-day (or six month) data which are “FINAL” for these
Tax Department reported data.

Table A: Profile of Fiscal Year 2023 LOT Base

Projected Morristown Local Option Tax Revenue
MORRISTOWN BASE FY 2023 CALCULATIONS } }
LOT Tax Base for Financial Model
LOT-Applicable 1% LOT 30% PILOT Total Lot Total Net
Sales Receipts Program Fee LOT Returns | Processing Fees| Town Revenue
Annual Taxable Retail Sales (FY'23 base) S 112,814,956 | $ 1,128,150 | 338,445 171]$ 8,561 ] $ 781,144
Annual Meals Receipts (FY'23 base) 18,084,605 180,846 54,254 39 651 125,941
/Annual Rooms Receipts (FY'20 base)--Number is Surpressed (used 75% of FY'20) 604,906 6,049 1,815 9 651 3,584
Annual Alcohol Receipts (FY'23 base) \ | 1,497,023 | 14,970 | 4,491 | 11| 651 | 9,828
Projected Online Sales - @ $3,018 Per Capita @15% of Total 2,569,461 25,695 7,708 50 2,503 15,483
Total | [$ 135,570,950 [ 1,355,709 ]S 406,713 | 232[$ 13017 § 935980

Table B: Year #1 and Year #2 LOT Revenue Estimate
\ 1

Year-by-Year Preliminary Revenue Estimate \ \ 2 \
FY 2025/26 FY 2026/27
LOT Category LOT Sales LOT Receipts | Net Revenue* | LOT Sales | LOT Receipts | Net Revenue*
Different rate for each fiscal year, enter rates here => 2.8% S&U 3.1% S&U
3.5% M&R 3.9% M&R
Annual Taxable Retail Sales (FY'23 base) $ 121,011,907 | $ 1,210,119 | $ 838,522 | $124,763,276 | $ 1,247,633 | $ 864,782
Annual Meals Receipts (FY'23 base) 19,838,074 198,381 138,216 20,611,759 206,118 143,631
Annual Rooms Receipts (FY'20 base)--Number is Surpressed (used 75% of FY'20) 663,557 6,636 3,994 689,436 6,894 4,175
Annual Alcohol Receipts (FY'23 base) 1,642,173 16,422 10,844 1,706,218 17,062 11,293
Projected Online Sales - @ $3,018 Per Capita @15% of Total 2,756,154 27,562 16,790 2,841,594 28,416 17,388
Total S 145911,865 | § 1,459,119 $ 1,008,366 | $ 150,612,284 | S 1,506,123 $ 1,041,269
2.9% 3.3%
Annual R Annual Revenues:
* Assumes 30% PILOT and static number and amount of processing fees.
0.75 S 756,275 0.75 S 780,952
0.25 S - 0.25 S 252,092
$ 756,275 [Total $ 1,033,044
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Recommendations by Decision-Point for a LOT Proposal
The following represents EPR’s recommendations by decision-point for the Charter Change
Committee for their review and potential action.

Decision Point #1:

e The Committee should decide on which LOT to pursue (Sales, Meals, Rooms and Alcohol) or
decide to pursue both. EPR recommends that the Committee recommend both the Sales Tax
and Meals, Rooms, and Alcohol LOT options. Although it is tempting to skip a LOT for Rooms
since the Town has fewer than 10 rooms providers, the Town would be potentially “passing” on
potentially significant LOT revenues from short-term room rental providers through Air BnB,
Expedia and Home Away type listings.

Decision Point #2:
e The Committee should make recommendations to the Selectboard on a policy for how to use the
proceeds of the LOT. EPR recommends the following...that LOT proceeds be used:

o To fund general governmental services (e.g. add new “high efficacy service;” and/or
replace some funds used for municipal services paid for by the property tax when
appropriate);

o To fund “Pay as You Go” expenditures for “high priority” Town infrastructure or amenity
investments;

o To fund debt service for Town infrastructure or important Town amenity investments
that the Town has issued general obligation debt for in the past and/or plans to borrow
for in the future;

o To provide funds for fiscal emergencies experienced by the Town; or

o To fund any individual, combination of some, and/or all of the above.

Decision Point #3:

o The Committee should request from Town staff that they engage the Town Attorney to draft
charter change language for review and possible approval. EPR recommends that this be done
ASAP after a decision to pursue LOT has been made, and consult with priorly successful
municipal charter amendments pursued by other successful municipalities (including its own
past effort—although it might be preferred to not offer the same charter changed that failed
previously . It is important that the charter change language be “familiar’” to the VT legislature
and committee of jurisdiction to facilitate a quick and uncomplicated passage to help facilitate
a prospective July 1, 2025 implementation—considering the 90 day “notice requirement” of the
passage of the LOT charter change to the Vermont Department of Taxes.

Decision Point #4:

e Begin the effort to engage with local stakeholders in outreach regarding the LOT issue and its
implementation. The Committee will need an active factual Voter/Stakeholder outreach or
information meetings on proposed charter change for the prospective Town LOT proposal. EPR
recommends this effort begin ASAP given the Town’s past LOT experience...assuming a positive
decision to pursue a LOT proposal of some type by the Town Selectboard. The Committee’s
arguments could be “previewed” with the Committee’s eventual recommendation and
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presentation to the full Town Selectboard (as a full group before the public in the required
public hearing) and then further refined as needed leading up to a municipal-wide vote. At the
same time, a group from the Charter Change Group needs to engage with the Town’s full
legislative delegation to/in Montpelier to facilitate a fast approval by the committees of
jurisdiction, your Senators, and eventually the Governor’s office.

Decision Point #5:

e Thisis not really a Decision Point, but a schedule-timeline needs to be developed ASAP with tasks,
roles and responsibilities, and a timeline to facilitate the Selectboard’s decision and to illustrate
what is needed by when in order to conform to the LOT charter change and implementation
schedule in order to meet a prospective July 1, 2025 implementation date. EPR believes the
timing and work effort on this should commence on likelihood and timing of a prospective
Selectboard decision to proceed with a prospective LOT proposal.
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Chartered in 1781

ISTOWN

State of Vermont '|.

MORR

Local Option Taxes 2024 Communication Plan
(4/22/24 draft)

May:

Schedule 2 public hearings (Recommend late June and early August)

Begin community outreach via local civic clubs (What works in this community; Rotary or Lions
Clubs? ) Ask Community Development Coordinator to begin reaching out to businesses.
Distribute State of Vermont info pamphlets

Begin regular and consistent outreach to the public via social media, and newspaper.

Mail postcard in early June announcing the two public hearings.

June:

Mail postcards, post on social media, ask News and Citizen to post a public service
announcement about hearings (June and August).

Hold 1st of 2 public info sessions about the charter and local option tax vote coming up.

July:
Continue outreach on all fronts.

August:
Hold second public hearing about charter and LOT

September:

Reserve time at the SB meeting to be held 9/16/24. Warnings and ballots for the November
election are done in late September, and some people start voting in October. Our deadline for
formal meetings and mailer (communication) is 9/30/24!

October:

Continue local informal outreach.

Hold public informational meeting 10/28/24 (as required within 10 days of voting by Australian
ballot).

November:
November 5th vote

43 Portland Street — PO Box 748 — Morrisville VT 05661
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State of Vermont ‘\ Chartered in 1781

MORRISTOWN

FINAL DRAFT CHARTER

§ 1. Corporate existence retained

The inhabitants of the Town of Morristown, within the corporate limits now established,
shall continue to be a municipal corporation by the name of the Town of Morristown.

§ 2. General law; application

Except when changed or modified by this charter, or by any lawful regulation or
ordinance of the Town of Morristown, all of the statutes of the State relating to
municipalities shall apply to the Town of Morristown.

§ 3. Local option tax

(a) If the Selectboard of the Town of Morristown by a majority vote recommends, the
voters of the Town may, at an annual or special meeting warned for the purpose,
by a majority vote of those present and voting, assess any or all of the following:

(1) a one-percent sales tax;
(2) a one-percent meals and alcoholic beverages tax;
(3) a one-percent rooms tax.

(b) A tax imposed under the authority of this section shall be collected and
administered by the Department of Taxes pursuant to 24 V.S.A. §138.

§ 4. Town Manager

(a) The Town Manager shall be the chief executive officer and the head of the
administrative branch of the Town government and shall be responsible to the
Selectboard for the efficient administration of the municipal affairs of the Town.

(b) The Town Manager shall have authority to hire, appoint, discipline, and remove
all Town employees, subject to the provisions of personnel rules approved by the
Selectboard. The Town Manager may authorize a department head to hire,
appoint, discipline, or remove an employee, subject to the Manager’s discretion
and supervision.

43 Portland Street — PO Box 748 — Morrisville VT 05661
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