
Monday, March 18, 2013, beginning at 5:30 p.m.

480 East Avenue, North, Ketchum, Idaho

Approximate starting time for each agenda item is indicated at left.

5:30 1. CALL TO ORDER

5:30 2. COMMUNICATIONS FROM MAYOR AND COUNCILORS.

a)

b) Tab 1

3. COMMUNICATIONS FROM THE PUBLIC.

5:50 a)

4. COMMUNICATIONS FROM CITY STAFF.

6:05 a) Tab 2

7:00 5. COMMUNICATIONS FROM THE PRESS.

6. AGREEMENTS AND CONTRACTS.

7:05 a) Tab 3

7. ORDINANCES AND RESOLUTIONS.

7:30 a) Tab 4

8:00 8. CONSENT CALENDAR. Tab 5

a)

b) Recommendation to approve current bills and payroll summary.

9.

10. ADJOURNMENT.

Broadband Strategic Plan Contract for Services with Magellan Advisors - Lisa 

Horowitz, Community and Economic Development Director.

Approval of minutes from the March 4, 2013 Council meeting.

Ordinance 1105: An ordinance enacting Chapter 8.10, under Title 8, Ketchum 

Municipal Code, entitled Smoke-Free Air Ordinance, Regulating smoking in 

public places; setting forth the statutory authority for local government regulation 

of smoking; Providing legislative findings; Providing definitions of key terms; 

Prohibiting smoking on all City owned property and in all City owned facilities 

and all places of employment and setting forth a nonexclusive list of enclosed 

places where smoking is prohibited; Prohibiting smoking outdoors on public and 

private school property, within twenty feet of public transportation facilities; 

Providing exemptions from the smoking prohibition for exclusive retail 

tobacconists, in residences, except for any portion that is used as a business 

with employees or customers, and for bona fide Native American religious 

practices; Permitting businesses where smoking is not prohibited to designate 

any or all of the business nonsmoking; Providing for a public education program 

prior to enforcement; Providing infraction penalties for violation; Setting forth a 

severability clause and providing an effective date. (Second Reading) - 

Stephanie Bonney, City Attorney.

EXECUTIVE SESSION to discuss personnel, litigation and land acquisition 

pursuant to Idaho Code §§67-2345 1(a) (b), (c) and (f).

CITY COUNCIL CALENDAR OF THE CITY OF KETCHUM, IDAHO

Communications from the public.

Report on proposed Memorandum of Understanding with the Idaho Tax 

Commission for enforcement of the Ketchum Local Option Tax - Cherese 

McLain.

Communications from Mayor and Councilors.

Presentation of Certificates of Recognition - Mayor Hall



Check out our website: www.ketchumidaho.org.

This agenda is subject to revisions and additions.  NOTE: Revised portions of the agenda are underlined 

in bold.  Public information on agenda items is available in the Clerk's Office located at 480 East Ave. N 

in Ketchum or (208) 726-3841.

Any person needing special accommodations to participate in the above noticed meeting should contact 

the City of Ketchum three days prior to the meeting at (208) 726-3841.



 
 
 
 
 
March 13, 2013 
 
Mayor Hall and City Councilors 
City of Ketchum 
Ketchum, Idaho 
 
Mayor Hall and City Councilors: 
 

March 18, 2013 City Council Agenda Report 
 

The regular Council meeting will begin at 5:30 p.m. 
 
2.   COMMUNICATIONS FROM MAYOR AND COUNCIL. 

b) Presentation of Certificates of Recognition - Mayor Hall 
 
Mayor Hall will recognize the following individuals and businesses for their 
service to the Ketchum community; Rachel Wayt, Community Service Officer; 
Juerg Stauffacher, Parks and Natural Resources Superintendent; and 
Michael Scullion, KDPI Radio.  A staff report from Lisa Enourato has been 
provided in the packet for Council review.  

 
RECOMMENDATION:  This item is for presentational purposes only. 
 
RECOMMENDED MOTION: None. 
 
This is an executive presentation. 

 
4.   COMMUNICATIONS FROM CITY STAFF. 

a) Report on proposed Memorandum of Understanding with the Idaho Tax 
Commission for enforcement of the Ketchum Local Option Tax - Cherese 
McLain. 
 
In 2011, the City hired the accounting firm, Denning, Downey & Associates, 
P.C. to conduct a Local Option Tax (LOT) audit.  The resulting audit report 
found a high rate of failure to report and errors in calculating LOT within the 
construction industry, internet based sales, vacation sales, and entities with 
large cash sales.  The report concluded significant non-compliance and 
difficulty in collection and enforcement.  As a result, the City is likely seeing 
significant underpayment of the LOT and a loss of tax revenue that would 
otherwise be collected.  The City’s ability to more effectively collect and 
enforce the LOT is limited by a lack of personnel with expertise and training in 
tax administration and lack of the necessary administrative structure (i.e. 
software and analytic systems and other tax-related resources).  Over the 
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past several months Mayor Hall and staff have been meeting with members 
of the Idaho State Tax Commission to discuss a possible collection 
agreement that would enable the Tax Commission to collect the City’s LOT.  
Staff is seeking Council authorization to develop a draft Memorandum of 
Understanding (MOU) for the Tax Commission to administer the LOT.  The 
Council would need to review and approve the MOU at a subsequent Council 
meeting before a relationship would be established.  A detailed staff report 
from Cherese McLain, City Attorney, has been provided in the packet for 
Council review.   
 
RECOMMENDATION:  Staff respectfully recommends the City Council 
authorize the development of a draft Memorandum of Understanding with the 
Idaho State Tax Commission regarding collection and enforcement of the 
LOT. 
 
RECOMMENDED MOTION: “I move to authorize the development of a 
draft Memorandum of Understanding with the Idaho St ate Tax 
Commission regarding the collection and enforcement  of the LOT.” 
 
This is a legislative matter. 

 
6.   AGREEMENTS AND CONTRACTS. 

a) Broadband Strategic Plan Contract for Services with Magellan Advisors - Lisa 
Horowitz, Community and Economic Development Director. 

 
The Community and Economic Development Department is seeking approval 
of a Broadband Strategic Plan Contract for Services with Magellan Advisors 
in an amount not to exceed $24,500.  The contract furthers the City’s efforts 
to address the need for planning for broadband technology which is a key 
policy direction designed to further public and private investments in 
technology and strengthen Ketchum’s economic competitiveness.  The 
FY2012-13 Budget appropriated $20,000 toward the City’s broadband efforts.  
The City’s Broadband Committee and staff believe an additional allocation of 
up to $4,500 from the General Fund Contingency is warranted to provide the 
funding level necessary to support the proposed contract.  A detailed staff 
report from Lisa Horowitz and supporting documents have been provided in 
the packet for Council review. 
 
RECOMMENDATION:  Staff respectfully recommends the City Council 
approve the Broadband Strategic Plan Contract for Services with Magellan 
Advisors in an amount not to exceed $24,500 with authorization to utilize an 
additional $4,500 from the General Fund Contingency to augment the 
$20,000 appropriation provided in the FY2012-13 Budget. 
 
RECOMMENDED MOTION: “I move to approve the Broadband Strategic 
Plan Contract for Services with Magellan Advisors i n an amount not to 
exceed $24,500 with authorization to utilize an add itional $4,500 from 



the General Fund Contingency to augment the $20,000  appropriation 
provided in the FY2012-13 Budget.” 
 
This is a legislative matter. 

 
7.   ORDINANCES AND RESOLUTIONS. 

a) Ordinance 1105: An ordinance enacting Chapter 8.10, under Title 8, Ketchum 
Municipal Code, entitled Smoke-Free Air Ordinance, Regulating smoking in 
public places; setting forth the statutory authority for local government 
regulation of smoking; Providing legislative findings; Providing definitions of 
key terms; Prohibiting smoking on all City owned property and in all City 
owned facilities and all places of employment and setting forth a nonexclusive 
list of enclosed places where smoking is prohibited; Prohibiting smoking 
outdoors on public and private school property, within twenty feet of public 
transportation facilities; Providing exemptions from the smoking prohibition for 
exclusive retail tobacconists, in residences, except for any portion that is used 
as a business with employees or customers, and for bona fide Native 
American religious practices; Permitting businesses where smoking is not 
prohibited to designate any or all of the business nonsmoking; Providing for a 
public education program prior to enforcement; Providing infraction penalties 
for violation; Setting forth a severability clause and providing an effective 
date.  (Second Reading) - Stephanie Bonney, City Attorney. 
 
Ordinance 1105 proposes to prohibit smoking in public places.  The Council 
approved the first reading of the ordinance at its March 4, 2013 Council 
meeting.  Changes suggested by the City Council at the March 4th meeting 
have been incorporated into the revised ordinance and are indicated in strike-
underline.  A staff report from Lisa Horowitz have been included in the packet 
along with a copy of Ordinance 1105. 
 
RECOMMENDATION:  Staff respectfully recommends the City Council 
conduct the second reading of the ordinance and schedule its third reading 
and adoption at the April 1, 2013 City Council meeting. 
 
RECOMMENDED MOTION: “I move to recognize the second reading of 
the Ketchum Smoke-Free Ordinance, Ordinance 1105 an d to schedule 
its third reading and adoption at the April 1, 2013  City Council meeting.”  
 
This is a legislative matter. 

 
8.   CONSENT AGENDA. 

a) Approval of minutes from the March 4, 2013 Council meeting. 
 

Copies of the minutes from the March 4, 2013 Council meeting have been 
provided in the packet of Council review. 
 

b) Recommendation to approve current bills and payroll summary. 
 



A list of bills for approval and the payroll summary have been included in the 
packet for Council review. 

 

 



March 12, 2013 

Mayor Hall and City Councilors 
City of Ketchum 
Ketchum, Idaho 

Mayor Hall and City Councilors: 

Staff, Business and Community Highlights 

Introduction/History 
Each month, the City of Ketchum releases a newsletter that includes a Staff Highlight, 
Business Highlight and/or Community Highlight.   

• January Staff Highlight – Rachel Wayt, Community Service Officer for the Blaine 
County Sheriff’s Department/Ketchum Division 

• March Staff Highlight – Juerg Stauffacher, Parks and Natural Resources 
Superintendent 

• March Community Highlight – Michael Scullion, KDPI Radio 

Current Report 
Rachel Wayt moved to Ketchum 2 ½ years ago with her husband.  She is as passionate 
about her job and this community as any native and lives by the mantra, “always treat 
others with respect and be the best wife, friend, daughter, co-worker you can be”. 

Juerg Stauffacher has been an employee of the City of Ketchum for two years and has 
recently earned the International Society of Arboriculture Arborist certification.  The City 
Arborist work includes the preservation, expansion, protection and proper maintenance 
of the community forest of Ketchum. 

Michael Scullion’s project, KDPI Radio, will provide commercial-free radio for the entire 
Wood River Valley, with unique, original and locally developed programming as their 
distinguishing trademark. KDPI wants “to tell the multifaceted stories that comprise the 
lives in our community and broadcast them through our live digital streams”. 

Financial Requirement/Impact 
There is no financial impact. 
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Recommendation 
We respectfully recommend that the City Council and Mayor honor Rachel Wayt, Juerg 
Stauffacher and Michael Scullion of KDPI Radio for their service to the City of Ketchum. 

Recommended Motion 
There is no motion required. 

Sincerely, 

Lisa Enourato 
Special Projects Manager 
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March 12, 2013 
 
Mayor Hall and City Councilors 
City of Ketchum 
Ketchum, Idaho 
 
Mayor Hall and City Councilors: 
 

Idaho State Tax Commission Enforcement of Ketchum local option tax 
 
Introduction/History 

Currently, the City of Ketchum has been collecting and administering its local 
option tax (“LOT”) taxes in-house utilizing one staff member of the clerk’s department. It 
is estimated she spends roughly 75% of her time carrying out these tasks. In 2011, the 
City hired the accounting firm, Denning, Downey & Associates, P.C. to conduct a LOT 
audit (attached hereto as “Exhibit 1”). The report found a high rate of failure to report 
and errors in calculating LOT in high risk entities such as the construction industry, 
internet based sales, vacation rentals, and entities with large cash sales. The report 
concluded significant non-compliance and difficulty in collection and enforcement.  
 
Current Report 

Over the past several months our firm has been meeting with members of the 
Idaho State Tax Commission and staff to discuss a possible collection agreement with 
the Tax Commission and the City of Ketchum (“City”) to collect its local option tax under 
Title 50, Chapter 10 Idaho Code. Specifically, I.C. § 50-1049 provides that any city 
authorized to impose a LOT, may contract with the state tax commission for the 
“collection and administration of such taxes”. See I.C. § 50-1049(a)(attached hereto as 
“Exhibit 2”). Under this section, the city has a right to review and audit the records of 
collection maintained by the commission and taxpayer returns to the tax. Id. The city 
always retains the right to administer and collect the tax itself as well. Id.  

 
City attorneys, Susan Buxton and Cherese McLain, along with City Administrator, 

Gary Marks, and Mayor Randy Hall have met with the state tax commission and/or its 
staff and legal counsel on the following dates: August 6, 2012, August 31, 2012, 
September 21, 2012, November 9, 2012, December 13, 2012, and January 18, 2013. 
While there are over a dozen cities that collect a local option tax under Title 50, Chapter 
10 Idaho Code, the City of Ketchum is the first city to approach the tax commission to 
explore the option of utilizing the tax commission for the collection and administration 
under I.C. § 50-1049. Initially, members of the tax commission expressed some 
concerns about sales versus use tax and the city’s ability under the LOT statutes to only 
collect sales tax. At the request of the commission, our firm issued a memo analyzing 
the authority to collect sales taxes as well as what constitutes a sales tax. It is attached 
hereto as “Exhibit 3”. Based on our subsequent meetings with the commission and 
staff, it is our belief that any concerns regarding that matter were taken care of with that 
memo.  
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The following figures are based on the commission’s best estimates of what the 

actual annual costs will be to perform: 1) initial set-up into our computerized systems 
and creation/modification of forms and processes; 2) process the estimated number of 
transactions from your expected taxpayer base; and 3) an additional audit premium to 
perform steps to identify City of Ketchum destination sales from taxpayers outside the 
city boundaries. The tax commission has estimated a start-up date of January 1, 2014, 
with the costs occurring as shown below with a further breakdown in a spreadsheet 
attached hereto as “Exhibit 4”: 
 
                                                                                                 FY2014               FY2015+ 
Set-up and design (one-time)                                                  $  68,600                       
Transaction based average cost (half year first year)             $  46,400             $  92,800 
Audit premium sales destination steps (half year first year)    $  50,000             $100,000 
Total Administration Fees                                                        $165,000             $192,800 
 

The suggested timeline is to start in July 2013 with payment of $68,600 to the tax 
commission, which is the one-time set-up and design in order for I.T. to make changes 
in their program software, etc. By August 2013, the tax commission is prepared to begin 
identifying the tax base and incorporating Ketchum information into their electronic filing 
system. They will have returns going out by January 2014 and begin educating the 
public and providing information. As part of the audit process, the tax commission will 
be able to identify taxpayers that are found in a “use tax” audit and then can identify the 
retailers and conduct a spin-off audit and find the retailers that may be subject to 
Ketchum’s LOT. The tax commission auditor stated he believed that a large majority of 
the current missing LOT revenues from the construction industry will be identified once 
they identify the retailers and educate them. Further, the tax commission has recently 
finished an informational handout on VRBO’s and will also work in identifying these 
entities as part of their audit effort. The handout is attached hereto as “Exhibit 5”.  

 
The remaining FY 2014 owing, $96,400, would be paid out of the reimbursement 

from collected tax revenue. Thereafter, pursuant to terms of an MOU, the tax 
commission would reimburse their costs on a quarterly basis. The standard practice 
used by the tax commission for other entities (auditorium districts, county local option) is 
to withhold the fees from distributions on a quarterly basis in the months of July, 
October, January, and April.  

 
The tax commission provided us with an additional breakdown of what the “audit 

premium sales destination steps” would include. As shown above, the transaction based 
average cost to implement the LOT is $92,800 and results in an estimated 7,800 
transactions. The additional audit efforts for $100,000 annually can be seen in “Exhibit 
6”. It includes $10,000 in estimated travel and an estimated additional 2,500 hours 
spent on sales/use audits statewide for Ketchum destination sales. All together, the 
proposal is for around 2.5 FTE’s from the state tax commission staff; however, it would 
actually be several staffers from around the state that would be conducting these audits.  

 
The tax commission strongly believes that in order for the tax commission to fully 

identify the full tax base, conduct enough audits to identify non-payers, etc. the 
commission would need around 3 years in order for the City of Ketchum to see the full 



 3

effect of the tax commission implementation. However, the MOU will provide the ability 
for the City to withdraw from the MOU each fiscal year.  

 
The scope of services would be for the administration, audit, collection, and 

enforcement of Ketchum’s LOT. We discussed options about a smaller scope of 
services but once we went through how their audit program and software works – there 
is little ability for the tax commission to do only part of the administration. However, the 
suggested scope of services will not completely nullify the current City employee. There 
are tasks for the current City employee to continue doing for LOT administration, 
including, the direct interface with taxpayers.  
 
Financial Requirement/Impact 
The estimated financial impact for FY 2014 is $68,600, thereafter it would be $192,800 
annually to be paid directly from reimbursement of LOT taxes. Although the City 
anticipates increased collections due to administration and enforcement of the LOT by 
the Idaho Tax Commission, current projections developed by City Administrator Gary 
Marks show that existing revenue streams and fund reserves are adequate to support 
an MOU relationship with the Idaho Tax Commission. 
 
Recommendation 
I respectfully recommend the City Council approve moving forward with legal counsel to 
work with the deputy attorney general for the tax commission to draft an MOU for the 
tax commission to administer and collect Ketchum local option tax. 
 
Suggested Motion   
“I move to authorize the city attorney to work with the tax commission to draft an MOU 
for the City to enter into regarding the Idaho State Tax Commission to administer and 
collect City local option taxes.” 
 
Sincerely, 
 
 
Cherese McLain 
City Attorney 
 
Exhibit 1 Denning, Downey & Associates, P.C. report 
Exhibit 2 I.C. § 50-1049 
Exhibit 3 MSBT memo analyzing LOT tax 
Exhibit 4 Excel sheet tax commission costs 
Exhibit 5 VRBO Handout 
Exhibit 6 Excel sheet Additional Audit Breakdown 




































