MEETING DATE: 11/10/21
ITEM: 9
__________________________________________________________________

AGENDA ITEM SUMMARY
Subject: Local Option Sales Tax – Renewal Follow Up Discussion #2
__________________________________________________________________
Background Summary:
At our last council workshop, we reviewed how the Local Option Sales Tax (LOST)
has been used in Charles City. Since the initial adoption of a LOST tax in 2004 and
with a subsequent renewal of the tax in 2013, the city has completed over $20M in
street and road projects equating to about 14 miles worth of street work. This
revenue source is a critical part of our city street/road construction projects and is the
major funding source. The LOST has allowed much more street work to be done
that we could have not gotten completed had there not been the tax. Street work
projects funding would have required general obligation borrowing via property taxes
and likely street assessments to adjacent property owners just to do a portion of
what has been done via the LOST. There are more street and road projects that are
needed in the future. (See attached maps of completed to date and work to come)
There are other needs in the city as well. LOST funds can be used for any legal
purpose of the city as approved by the voters. And we started a conversation about
possibly asking to use some of those LOST funds for another purpose. After the last
workshop a couple elected officials reached out and wanted to discuss this a little
further, so that is why this topic is on the workshop agenda.
At that last council workshop, I introduced the idea of possibly dedicating a portion of
the option tax (10%, roughly $100,000 a year currently) to cover some general fund
operational expense, specifically “Public Safety”. We’ve seen large increases in
expense to proving ambulance services in the last few years (new costs equal to a
$100,000 cost share for FY23) in the community as well as some significant
additional costs with providing policing (added $165,000 in FY23).
The city general fund is what covers the majority of expense when it comes to “public
safety” operations. We’re seeing more demand on the general fund, and more than
what can be generated in revenue. $8.10 general fund and $0.27 Emergency levies
are already in place at their state capped levels, so growth of funds received via
these levies only comes through increased taxable valuation in property. Property
value continues to steadily grow but not at a rate that covers the growth in expense.
Couple that with Commercial/Industrial rollback, multi-residential property rollback
and now the eight-year phase out of the State of Iowa backfill (beginning FY23) and
it gets tougher and tougher.
I’ve put together a rough spreadsheet (attached) along with a graph to help depict
the $8.10 & $0.27 levy supported revenues (blue), compared with general fund
expenses (orange) and the differences between the two (gray). You can also see
how the state backfill phases out (yellow).
As we look to ask the citizens to approve a third local option sales tax on March 1,
2022, I think that continuing funding for streets and roads should be a strong
consideration going forward. But we may want to see about dedicating a portion of
that tax to assist the growing costs associated with ambulance and policing costs.
Whatever we decide this is an incredibly important issue for the City of Charles City
and we need to take the steps needed to seek continued funding of the Local Option
Sales Tax.
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Street Related Project Construction Costs - 2004 to Present
Street Construction Costs per year since 2012
Project Name
2021 Hwy 18 (4th / 5th Ave.) HMA Overlay Project
2021 Grove St / Illinois St Intersection Improvements
2020 Charley Western Trail Bridge Project
2020 HMA Paving Project Project
2019 S Main and N Jackson Streets HMA Paving
2019 Main Street Bridge Repairs Project
2018 Hildreth Street Reconstruction Project
2018 Illinois Street Riverside Drive Reconstruction Project
2018 HMA Paving Project
2018 First Avenue Bridge Deck Repairs Project
2015 First Avenue Extension Project
2015 HMA Paving Project
2014 Street Paving Project
2013 Salsbury Avenue Reconstruction Project
2013 Clark Street HMA Overlay Project
2012 Permeable Pavement Project
2012 N. Grand Avenue Bridge Replacement Project
Subtotal - Years 2012 through 2021 (Est'd)

Total Project Cost
$1,100,000 (Estimated)
$140,000 (Estimated)
$1,390,000 (Estimated)
$1,565,864.35
$892,642.23
$327,059.80
$1,435,159.36
$384,836.83
$146,607.55
$193,157.95
$243,335.19
$437,301.30
$828,466.24
$483,873.53
$140,962.87
$1,991,144.09
$511,573.33
=============
$12,210,000

Approximate Street Construction Costs per year prior to 2012
2011
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=============

Subtotal - Years 2004 through 2011 (Est'd)

Total Street Related Construction Costs (2004-2021)

$8,500,000

$20,710,000

Total approximate cost of accomplished street work is $20.75 million
or an average of approximately $1 million per year
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