
REPORT / RECOMMENDATION 

To: 	MAYOR AND COUNCIL 
	

Agenda Item #: VIII. C 

From: 	Scott H. Neal, City Manager 
	

Action 10 

Discussion El 

Date: 	April 1,2014 
	

Information 111 

Subject: Ordinance No. 2014-4 Establishing A Local Lodging Tax Funding For A 

ConventionNisitor's Bureau 

Action Requested: 

Approve first reading of Ordinance No. 2014-4 and schedule second reading, and adoption, for April 22, 

2014. 

Information / Background: 

The City Council received a presentation on a proposal to establish a Destination Marketing Organization 

(DMO) from representatives of the Edina Chamber of Commerce at its March 4, 2014 City Council Work 

Session. The purpose of the DMO is to improve the City's ability to compete for tourism business by 

engaging in marketing of the City to tourists. 

The Chamber representatives proposed the imposition of a local lodging tax in order to fund the activities 

of the DMO. Ordinance No 2014-4 establishes the local lodging tax at 3%. The proposed lodging tax is 

collected by the operators of local businesses who provide lodging, such as hotels and motels. The 

operator disburses the aggregated lodging taxes on a monthly basis to the City. Under the proposal from 

the Chamber of Commerce, the City would use the funds collected from the lodging tax to fund the 

operations of the DMO. The DMO, which is being developed by the Chamber of Commerce as an 

independent subsidiary of the Chamber, would then engage in marketing and tourism activities for the City 

under the direction of the Chamber of Commerce staff. 

The organizational status and bylaws of the DMO are currently under development by the Chamber of 

Commerce. It is expected that the City of Edina will have representation on the DMO's board of directors. 

The foundational documents for the DMO and the agreement between the City and the Chamber of 

Commerce regarding the lodging tax disbursal will be presented to the City Council for approval at the 

April 22, 2014 City Council meeting when the Council would be anticipated to take final action on 

Ordinance No. 2014-4. 

Attachments: 
Ordinance No. 2014-4 
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ORDINANCE NO. 2014-04 
AN ORDINANCE AMENDING CHAPTER 20 OF THE EDINA CITY CODE 

CONCERNING A LOCAL LODGING TAX 

THE CITY OF EDINA ORDAINS: 

Section I.  Section 20-384 of the Edina City Code is amended by adding the following definitions: 

Lodging means the furnishing for consideration of lodging at a hotel, motel, rooming house, tourist 
court, or resort, other than the renting or leasing of it for a continuous period of thirty (30) 
calendar days or more. 

Operator means a person who provides lodging to others, or any office, agent or employee of such 
person. 

Section 2.  Chapter 20, Article VII of the Edina City Code is amended by adding the following Section: 

Section 20-388. Lodging Tax 

(a) Imposition of Tax. 

There is hereby imposed a tax of three percent (3%) on the gross receipts from the 
furnishing for consideration of lodging. 

(b) Collection. 

Each operator shall collect the tax imposed by this Section at the time rent is paid. The tax 
collections shall be held in trust by the operator for the City. The amount of tax shall be separately 
stated from the rent charged for the lodging. 

(c) Payment and Returns. 

The taxes imposed by this Section shall be paid by the operator to the City not later than 
twenty-five (25) calendar days after the end of the month in which the taxes were collected. At the 
time of payment the operator shall submit a return upon such forms and containing such 
information as the City may require. The return shall contain the following minimum information: 

(I) 
	

The total amount of rent collected for lodging during the period covered by 
the return. 

(2) The amount of tax required to be collected and due for the period. 

(3) The signature of the person filing the return or that of his agent duly authorized 
in writing. 

(4) The period covered by the return. 

(5) The amount of uncollectible rental charges subject to the lodging tax. 

The operator may take a credit against taxes payable the amount of taxes previously paid for rent 
that was not actually collected. 
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(d) Examination of Returns, Adjustments, Notices, Demands and Audit. 

After a return is filed, the City shall examine it and make any investigation or examination 
of the records and accounts of the person making the return deemed necessary for determining its 
correctness including a formal audit. The tax computed on the basis of such examination shall be 
the tax to be paid. If the tax due is found to be greater than that paid, such excess shall be paid to 
the City within ten (10) calendar days after receipt of a notice thereof given either personally or 
sent by registered mail to the address shown on the return. If the tax paid is greater than the tax 
found to be due, the excess shall be refunded to the person who paid the tax to the City within ten 
(10) calendar days after determination of such refund. 

(e) Refunds. 

Any person may apply to the City for a refund of taxes paid for a prescribed period in 
excess of the amount legally due for that period, provided that no application for refund shall be 
considered unless filed within one year after such tax was paid, or within one year from the filing of 
the return, whichever period is the longer. The City shall examine the claim and make and file 
written findings thereon denying or allowing the claim in whole or in part and shall mail a notice 
thereof by registered mail to such person at the address stated upon the return. If such claim is 
allowed in whole or in part, the City shall credit the amount of the allowance against any taxes due 
under this Section from the claimant and the balance of the allowance, if any, shall be paid by the 
City to the claimant. 

Failure to File a Return. 

If any operator required by this Section to file a return shall fail to do so within the time 
prescribed, or shall make, willfully or otherwise, an incorrect, false, or fraudulent return, the 
operator shall, upon written notice and demand, file such return or corrected return within five (5) 
calendar days of receipt of such written notice and shall at the same time pay any tax due on the 
basis thereof. If such person shall fail to file such return or corrected return, the City shall make a 
return or corrected return, for such person from such knowledge and information as the City can 
obtain, and assess a tax on the basis thereof, which tax (less any payments theretofore made on 
account of the tax for the taxable period covered by such return) shall be paid within five (5) 
calendar days of the receipt of written notice and demand for such payment. Any such return or 
assessment made by the City shall be prima facie correct and valid, and such person shall have the 
burden of establishing its incorrectness or invalidity in any action or proceeding in respect thereto. 
If any portion of a tax imposed by this Section is not paid within thirty (30) calendar days after it is 
required to be paid, the City Attorney may institute such legal action as may be necessary to 
recover the amount due plus interest, and costs and disbursements. Upon a showing of good 
cause, the City may grant an operator one thirty (30) day extension of time within which to file a 
return and make payment of taxes as required by this Section provided that interest during such 
period of extension shall be added to the taxes due at the rate of one and one-half percent (1.5%) 
per month. 

(g) Interest. 

The amount of tax not timely paid shall bear interest at the rate of one and one-half 
percent (1.5%) per month from the time such tax should have been paid until paid. Any interest 
shall be added to the tax and be collected as part thereof. 

(h) Violations. 
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Any person who shall willfully fail to make a return required by this Section; or who shall 
fail to pay the tax after written demand for payment, or who shall fail to remit the taxes collected 
or any interest imposed by this Section after written demand for such payment or who shall refuse 
to permit the City to examine the books, records and papers under his or her control, or who 
shall willfully make any incomplete, false or fraudulent return shall be guilty of a misdemeanor. 

(i) Use of Proceeds. 

Ninety-five percent (95%) of the proceeds obtained from the collection of taxes pursuant 
to this Section shall be used in accordance with Minnesota Statutes, section 469.190 as the same 
may be amended from time to time to fund a local convention or tourism bureau for the purpose 
of marketing and promoting the City as a tourist or convention center. 

(j) Appeals. 

Any operator aggrieved by any notice, order or determination made by the City under this 
Section may file a petition for review of such notice, order or determination detailing the 
operator's reasons for contesting the notice, order or determination. The petition shall contain 
the name of the petitioner, the petitioner's address and the location of the lodging subject to the 
order, notice or determination. The petition for review shall be filed with the City Clerk within 
ten (10) calendar days after the notice, order or determination for which review is sought has been 
mailed or served upon the person requesting review. Upon receipt of the petition the City 
Manager, or the Manager's designee, shall set a date for a hearing and give the petitioner at least 
five (5) calendar days' prior written notice of the date, time and place of the hearing. At the 
hearing, the petitioner shall be given an opportunity to show cause why the notice, order or 
determination should be modified or withdrawn. The petitioner may be represented by counsel of 
petitioner's choosing at petitioner's own expense. The hearing shall be conducted by the City 
Manager or the Manager's designee, provided only that the person conducting the hearing shall not 
have participated in the drafting of the order, notice or determination for which review is sought. 
The person conducting the hearing shall make written findings of fact and conclusions based upon 
the applicable sections of this Section and the evidence presented. The person conducting the 
hearing may affirm, reverse or modify the notice, order or determination made by the City. Any 
decision rendered by the City Manager pursuant to this subdivision may be appealed to the City 
Council. A petitioner seeking to appeal a decision must file a written notice of appeal with the City 
Clerk within ten (10) calendar days after the decision has been mailed to the petitioner. The 
matter will thereupon be placed on the Council agenda as soon as is practical. The Council shall 
then review the findings of fact and conclusions to determine whether they were correct. Upon a 
determination by the Council that the findings and conclusions were incorrect, the Council may 
modify, reverse or affirm the decision of the City Manager or his designee upon the same standards 
as set forth in this subdivision. 

Section 3.  This ordinance is effective on July 1,2014 following its passage and publication. 

First Reading: 

Second Reading: 

Published: 

Attest 

Debra A. Mangen, City Clerk 	 James B. Hovland, Mayor 
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CHAMBER OF COMMERCE 
EDINA 

EXPLORE EDINA 
Destination Marketing Organization 



Introduction 

Mission 
® Why DMO 

Who Benefits 
c Target Audiences 
® Funding 

Distribution of Funds 
cr-- Return on Investment 
( Board Structure 
Q-1.) DMO vs. Chamber 

EDINA 
CHAMBER OF COMMERCE 



Mission 

To establish Explore Edina Convention and Visitors 
Bureau, as the official destination marketing 
organization of Edina. Explore Edina will accelerate 
sustainable economic growth and development 
by increasing visitor and convention business and 
positive awareness for the entire community. 

EDINA 
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Why Destination Marketing? 

L., Where in the world is Edina? 

No 
or 
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Why Destination Marketing? 

o Where in the world is Edina? 

® Inquiries to the Chamber of Commerce 
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Why Destination Marketing? 

Where in the world is Edina? 
Inquiries to the Chamber of Commerce 
Lack of coordinated resources 
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Why Destination Marketing? 

® Where in the world is Edina? 

Inquiries to the Chamber of Commerce 

Lack of coordinated resources 

Economic conditions 
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Who Benefits in Edina 

Our community 
Hotels 

Restaurants 

Retailers 

Medical related businesses 

City 

EDINA 
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Target Audiences 

® Minnesota (including strategic 
partnerships) 

Mankato 

Rochester 

Duluth 

Other state DMOs 

® Wisconsin 

r- Illinois & Iowa 

Winnipeg, Canada 
EDINA 

CHAMBER OF COMMERCE 



Visitor Profile 
Metro Tourism Association 2012 

Top 10 States Percentage 

Minnesota 29 

Wisconsin 11.6 

Iowa 7.2 

Illinois 5.7 

California 4.8 

North Dakota 4.4 

South Dakota 3.4 

Michigan 2.6 

Colorado 2.3 

Ohio 2.2 

Core Based Statically 

Area 
Percentage 

MSP 7.7 

Chicago, IL 4.4 

Duluth, MN 3.5 

Fargo, ND 2.9 

Rochester, MN 2.1 

Los Angeles 2.0 

Milwaukee, WI 2.0 

Mankato 1.9 

Washington, DC 1.9 

Des Moines, IA 1.9 

n 
EDINA 
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Funding 

o 3% lodging tax 
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Distribution of Funds 

Direct marketing and related activities 

Staffing 

Operations 

EDINA 
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Staffing 

2014-2015 
One FTE dedicated to 
compiling data base 
information and 
establishing website and 
other marketing 
materials 
Edina Chamber 
president 
Edina Chamber 
accounting team time 

2016 
Add one FTE with the 
assumption Edina has 
added an additional 
hotel to the community 

EDINA 
CHAMBER OF COMMERCE 



Activities 

2014 
Data gathering: Edina 
businesses to benefit 
from DMO, community 
partners, marketing 
plan, etc 
Logo creation 
Develop & create 
website 
Create & distribute 
marketing materials 

2015 
Continue established 
activities 
Add sales component 

EDINA 
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ProForma 
-11L.M Il•B 

Revenues 
	

$190,600 
	

$391,200 
	

$515,200 

Operating 
Expenses 
	

$20,340 
	

$42,352 
	

$47,260 

Marketing 
Expenses 
	

$66,000 
	

$252,000 
	

$332,666 

Administrative 
Expenses 
	

$40,738 
	

$77,372 
	

$111,522 

Profit 

	

$63,522 
	

$19,476 
	

$23,752 

Detailed ProForma included in information packet 
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Return on Investment 

St. Louis Park 
12% increase in occupancy after the first 
year 

10% increase in event activity 

EDINA 
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Measurements 

New and returning visitors to the 
ExploreEdina.org  website 

® Number of phone calls to Explore Edina 

® Requests for information 

( Requests from partner organizations: 
Galleria, Fairview, hotels 

Number of large group contacts and 
bookings 

EDINA 
CI-UMBER OF COMMERCE 



Board Structure 

Explore Edina Board of Directors 
separate from Edina Chamber of 
Commerce Board of Directors 

Chamber 

City 

Hotels 

Retail 

Restaurants 

Community 

EDINA 
CHAMBER OF COMMERCE 



Explore Edina: 
By-Laws and Articles of Incorporation 
Name and Purpose 

® Activities of the Board 
® Board Membership: Information including number of 

board members, eligibility, appointment, terms, 
vacancies, compensation and removal. 
Board Officers: Information including which individuals will 
serve as officers, terms, duties 

reo Executive Committee 
® Meetings: Time and date of meeting, agenda, special 

meetings, quorum, call to order, conduct, voting, minutes, 
attendance 

® Reports to City Council 
® Subcommittees 
® Finances 
® By-law Amendments 

Your logo here 



• Education 
•Advocacy 
• Economic development 
• Individual business growth 

...... 

....... 

...... ..... .,„ 

..... 
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The Differences 

Explore Edina 
•Visitors 
• Marketing Edina 
• Meetings & Conventions 

EDINA 
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