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CITY COUNCIL ACTION MEMO

To: Honorable Mayor and Members of City Council

From: Ann T. Burkholder, Commissioner of the Revenue

Date: 11/20/2014

Re: Nonprofit Organization Activities Subject to Local Taxation

THE ISSUE: Certain business activities and special events of nonprofit organizations may be
subject to local business and excise taxation, an area which has been historically overlooked.

RELATIONSHIP TO STRATEGIC PLAN: This is a matter of fair and equitable taxation in
accordance with state and local code.

BACKGROUND: Typically one reads City Code with respect to activities of for-profit entities.
Council action earlier this year regarding a specific nonprofit organization prompted the
Commissioner’s office to conduct a comprehensive review regarding activities of nonprofit entities
in general.

(Refer to accompanying memorandum)

BUDGET IMPACT: Additional revenue estimate unknown.

OPTIONS: Amend or leave intact the current City Code

RECOMMENDATIONS: As both the Commissioner of the Revenue and Treasurer have limited
resources available to administer current City Code with regard to special events, it is the hope of
both offices that an eventual Special Events Policy, currently under development, will include a
comprehensive fee structure in lieu of certain individual local taxes.
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To: Honorable Mayor, Members of City Council

From: Ann T. Burkholder, Commissioner of the Revenue

Date: December 11,2014

SUBJECT: Non-Profit Organization Activities Subject to Local Taxation -

Update on Policies in Practice across the State

Following a report on non-profit organization activities subject to local taxation, several
councilors inquired about practices in place across the state. An informal survey of other
localities yielded the following:

• Very few localities have addressed taxation of local non-profit organizations except in
cases of receipts from an unrelated trade or business

• Several localities have explored the matter and decided against it for one or more of
reasons, such as:

o High cost to administer relative to additional revenue received
o Inability to fully assess in a fair and equitable manner
o Appreciation of community value provided by such organizations and desire to

build good will

• One locality reported that as cost of assessment and collection would exceed revenue,
that locality now specifically exempts excise taxation of non-profit organizations

• One locality reports that it actively pursues excise taxation of local non-profit
organizations. The commissioner’s office has added a full-time employee expressly for
this purpose due to the high number its local non-profit organizations and the need to
assess as fairly and equitably as possible, yet discovery remains a challenge

• In localities where the governing body’s concern is focused on the cost of services
provided by the locality during special events hosted by non-profit organizations, those
localities often recoup a percentage of those service costs through a special events fee
policy. Such policies vary from lump-sum tiered fees based upon size of the event to an
actual cost reimbursement for each service provided.

While this information may be useful to Council in determining whether to pursue changes to
local code, in the meantime the commissioner remains obligated to administer applicable City
Code as written.
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