Protecting the sales tax exemption for self-service laundries has
been the Coin Laundry Association’s top legislative advocacy
priority for decades. This brief is aimed toward collecting and
sharing best practices for preserving the exemption in the face
of legislative threats.
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Overview

Protecting the sales tax exemption for self-service laundries has been the Coin Laundry
Association’s top legislative advocacy priority for decades. While this industry has faced
very few significant legislative or regulatory challenges over the years, sales tax remains
an issue of great concern to all segments of the business.

The CLA and its affiliates have a very successful track record for both reversing existing
sales tax statutes and protecting existing exemptions from negative legislative action. To
a large degree, this success is rooted in the fact that self-service laundry ought to be
exempt from sales tax based on its unique qualifications, which will be further described in
this brief. It is also important to credit the grassroots efforts and strength in numbers
delivered through the association to educate and encourage legislators to maintain our
exemption from sales tax.

At present, only a handful of states currently require self-service laundries to collect sales
tax: Hawaii, New Mexico and West Virginia. At the same time, recent years have seen
an unprecedented number of state legislatures strongly consider wholesale expansion of
their sales tax bases, which would include self-service laundry among dozens (or
hundreds) of other service industries.

The CLA and its affiliates have mounted impressive defenses in the face of these recent
threats. Some of these threats required low-level monitoring and grassroots input; others
have required forceful responses, which have included the engagement of professional
lobbyists to forward the industry’s position. This brief is aimed to toward collecting and
sharing best practices for effective responses to legislative threats to the sales tax
exemption for self-service laundries.
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CLA’s Role

The Coin Laundry Association plays an important role in the process of creating effective
responses to the sales tax threats. Based on its history of success on this issue, the
institutional knowledge and expertise held by CLA serve as an important asset to future
efforts to protect the exemption.

The association also serves as an early-warning system through its legislative monitoring
engagement with MultiState Associates. MultiState Associates monitors legislative activity
in all 50 states with an eye on issues of particular interest to our industry, including sales
tax exemptions. Also, CLA members have come to know the association’s interest in the
issue and contribute by passing along local information about sales tax discussions.

When a particular threat emerges, the CLA shares information regarding the threat with
local members either directly or via the local CLA offiliate in that state. The association
also disseminates information through its communication channels to alert those members
potentially affected.

The CLA may further leverage its relationship with MultiState Associates by asking them to
make inquiries through their local sources. These sources may be able to develop political
intelligence regarding the seriousness of the present threat and the potential timetable for
action.

If CLA staff and local membership determine that engaging a lobbyist may be necessary,
MultiState Associates serves as a resource for identifying qualified lobbyists in that state
and will facilitate proposals for possible engagement of the right lobbyist.

The cost of a lobbying engagement is the responsibility of local membership or the local
affiliate where applicable.

The association also leverages its in-house communication channels to keep the industry
informed of potential legislative threats. These channels include: PlanetLaundry
magazine, , the advocacy section of , @
quarterly legislative e-newsletter and CLA staff speaking engagements at local aoffiliate
meetings and distributor events.

Ultimately, the CLA does everything within its capabilities to provide the vigilance,
education and lobbying resources necessary to fully protect the industry in the face of
threats to the sales tax exemption for self-service laundry.
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Best Practices for Effective Response to Sales Tax Threats

There are a few different scenarios under which the sales tax threat may emerge and this
brief will examine best practices for each of these scenarios:

® Your state’s current exemption comes under threat:
0 With the help of a local CLA Affiliate
0 Without the help of a local CLA Affiliate

No current threat is present but your state would like to remain prepared to
act.

You are among the handful of states currently collecting the tax and the goal
is to repeal the existing tax.
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Current Exemption Comes Under Threat

The most common scenario faced by CLA members is the one by which the existing sales
tax exemption comes under threat of removal — most often through a state effort to push
for a wholesale removal of all (or most) of the existing exemptions in a state.

For the sake of this section, the assumption is that this threat to the sales tax exemption for
self-service laundry has come to light through a combination of news reports and the
introduction of legislation, which has been picked up via MultiState Associates’ monitoring
service. Let’s also assume that there is a CLA affiliate organization in this state.

Under this scenario, these are the progression of steps and activities that have yielded the
best results in the past:

1. CLA management reaches out via phone to the local affiliate president to share all
information gathered about the pending threat to the sales tax exemption. The
local affiliate president then shares information with local board and member
distributors in the market. These board members and distributors are asked to
pursue (and report back) any legislator contacts they may have to gather additional
information on the nature of the current proposal.

2. CLA management contacts MultiState Associates for a briefing on any political
intelligence they may have on the current proposal. Through their legislative and
lobbying contacts, MultiState Associates is often able to provide a complimentary
initial briefing on the current proposal along with a recommended action (i.e. ignore
as the proposal is going nowhere, wait and see — monitor only, proposal has
momentum and support, pursue engagement of a lobbyist).

3. CLA management shares political intelligence collected through MultiState Associates
and shares with the local CLA affiliate president. This discussion also covers
recommended action (or inaction) so that all parties are aligned with the
recommended course of action.

Note: Often, well-meaning local members and volunteers feel compelled to make
legislator contacts at this stage — even if this is not the recommended course of action.
It is important to remain disciplined in that these contacts are often blunt in nature and
can serve to undermine the overall strategy by either drawing unwanted attention to a
proposal, which is unlikely to move forward and/or associating the CLA’s constituency
with undiplomatic overtures to legislators and their staffers.

4. In the event that the political intelligence briefing yields a recommended course of
action, which is either ignore or monitor for further developments, CLA management
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and the local CLA aoffiliate president set a schedule for a follow-up conversation to
review developments as warranted. During this period, MultiState Associates and
their contacts will continue to monitor for any developments on the current proposal
and report back to CLA management.

. In the event that the political intelligence briefing yields a recommended course of
action that includes moving forward to protect our interests in the face of a proposal
that appears to have momentum, a different set of actions is often required:

a. CLA management and the CLA affiliate president discuss a communications

plan to make the membership aware of the threat. This plan often includes
the following: an email alert to membership, which CLA assists in crafting and
sending to membership; the CLA will include a briefing on the threat in its
general communication channels including: PlanetLaundry magazine and

, Twitter and Facebook, the legislative e-newsletter,
the advocacy section of and via posting on the CLA
Connect open forum.

It should be noted that CLA member distributors are a very important part of
any communications plan as they are in regular contact with laundry owners
in the market and have the ability to distribute information to these owners.
Often CLA member distributors are willing to get the word out through:
websites, email blasts, social media, face-to-face contact via sales force,
direct mail, invoices, parts orders, and at distributor sales events and service
schools.

. The CLA affiliate president will often schedule a general meeting of the

membership (if there is not a previously-scheduled meeting in the near future)
to better inform the membership of the issue. Where applicable, this meeting
is often the launch of the fundraising effort to support the engagement of a
lobbyist. CLA management is typically available to attend this meeting and
provide further background on the sales tax issue.

. If the recommended course of action also includes the possible engagement of

a lobbyist, CLA management will solicit a proposal from MultiState Associates
for a qualified lobbyist in that state. Once the proposal is received by CLA
management, a teleconference is arranged to discuss the proposal, vet the
lobbyist and discuss the strategic direction of the proposal. The
teleconference typically includes the CLA management, CLA affiliate
president and board of directors, MultiState Associates and the proposed
lobbyist.
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Note: Occasionally, the local CLA affiliate opts to interview additional
lobbyists, which they may source on their own via local contacts. CLA
management is available to participate in those interviews and, if that
lobbyist is engaged, participate in briefing the lobbyist on the issue.

d. In the event that the CLA affiliate opts to engage the lobbyist recommended
via MultiState Associates, CLA management will execute the lobbying contract
on behalf of the CLA affiliate. The CLA then will invoice the CLA Affiliate for
the costs of the lobbyist engagement and remit payment to MultiState
Associates.

e. Once the lobbyist is engaged, CLA management and the CLA aoffiliate
president work together to execute on any requests or action items as might
come from the lobbyist. These requests or action items may include some or
all of the following:

i. Canvas the membership to identify any existing legislator contacts that
individual members may have.

ii. Launch a legislator contact campaign, which may include phone calls,
emails, letters or other form of contact. Requests for legislator contact
will come with recommended language and talking points.

iii.Selection of key members to deliver testimony in the course of a formal
hearing(s) on the current proposal.

iv.Organize visit(s) to the capitol wherein key members may visit with
selected legislators to discuss the current proposal.

v. Organize visit(s) with selected legislators in district. These visits may
take place at the legislator’s local office, at the member(s) laundry or
at another appropriate event in district such as a fundraiser.

f. Once the lobbyist is engaged, CLA management and the CLA aoffiliate
president work together to plan and execute a fundraising plan to collect the
funds necessary to pay for the lobbyist engagement. Effective fundraising
tactics may include the following:

i. Direct mail and email solicitations, which include copy laying out the
potential costs of a sales tax on self-service laundry.

ii. Personal phone calls to potential donors — both laundry operators and
distributors.
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iii.Appeal for donations at face-to-face meetings such as general
membership meetings and distributor events.

iv.Add donation page to affiliate website.

g. After what all hope is a successful defense of the sales tax exemption,
remember to thank all volunteers, donors and legislators for supporting the
effort. If additional funds are required to pay for the lobbying
representation, consider holding another round of fundraising while the issue is
fresh in the minds of potential donors.

What if there is no CLA affiliate in this state?

In the case of a threat to a current sales tax exemption where there is no CLA affiliate
organization in place, CLA management will reach out to active members — both laundry
owners and distributors — in an effort to identify a point person to serve in the role of
“Affiliate President” as described in the steps outlined above.

The same steps with respect to responding to the threat should be followed, but clearly the
tasks are more difficult to execute in a non-affiliate environment. Best practices would call
for the formation of a local affiliate in the course of disseminating the information on the
threat to the industry and as part of the face-to-face meetings to follow.

CLA management and staff will provide the additional support necessary to fill the
communication gaps that will exist in the non-Affiliate territory. Threats to the sales tax
exemption have historically served as a catalyst for the formation of new CLA Affiliates.
When faced with the threat, local volunteers often emerge to facilitate the formation of
the group and assist with the execution of the response plan.

The bottom line is that all the efforts required to successfully combat threats to the sales
tax exemption are made much more difficult in the absence of a local affiliate. There are
a number of instances in which local active members have raised the money necessary to
engage a lobbyist in the absence of a local chapter, but again this makes the process
much more challenging.
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Effort to Repeal an Existing Sales Tax

Admittedly, this scenario presents the most difficult challenge of reversing the current
application of a tax that is generating revenue for the state at present. Thankfully, only
three states — HI, NM and WYV - face this challenge at present.

Based on research provided by MultiState Associates, Hawaii and New Mexico aren’t
reasonably eligible for repeal in that their tax codes refer to the “sales tax” as Gross
Excise Tax and Gross Receipts Tax, respectively. That leaves West Virginia, which doesn’t
generally impose sales tax on all services, but it does generally impose tax on “non-
professional” services.

For West Virginia — or another state in the future — faced with repealing an existing tax,
the playbook reads very much like what’s described in the earlier section. However, the
need for an early and broad commitment from local CLA members is imperative. Not only
are a minimum of 8-10 hard-charging volunteers required, there must be the will and
ability to raise the dollars required to hire a lobbyist for multiple years toward a repeal
effort.

If we consider lowa’s one-year lobbyist engagement ahead of repeal as an outlier, prior
repeal efforts have constituted several years of expensive lobbying efforts to achieve the
desired goal. This underscores the significant undertaking required for repeal and the
critical nature of protecting the exemptions vigorously wherever necessary — once the tax
is in place, it is nearly impossible to repeal.

In addition to the number of volunteers and the daunting fundraising requirements, it is
worth revisiting the value of legislative connections and contacts. The playbook will be
greatly enhanced by a core group of volunteers who not only know their representatives
but also have their representatives know them. In fact, best practices would call for taking
time (perhaps a year or two) to develop a core group of volunteers and give them the
opportunity to get active with legislators before making the lobbying effort toward repeal
of the existing sales tax.
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Why Self-Service Laundry Should Be Exempt

The successful track record of the CLA and CLA affiliates in protecting the sales tax

exemption for self-service laundries is due in part to a compelling list of reasons why our

industry is uniquely qualified for this exemption:

1.

2.

Sales Tax on Self-Service Laundry Hurts Working Families: Self-service laundries

serve low-income renters; senior citizens on fixed incomes; students; and others who
cannot afford washers and dryers of their own and cannot afford to pay more
taxes. Imposing sales tax on self-service laundries is regressive. The median
household income for a regular self-service laundry customer is less than $30,000
per year. (Laundry Customer Survey, CLA)

Self-Service Laundry Provides a Basic Public Health Service and Must Remain Tax

Exempt: Self-service laundries provide a basic public health service to the
community. Clean clothes are a necessity, not an optional or luxury service. Those
families visiting their local laundry each week rely on these services for the health
and safety of their families.

. Sales Tax on Self-Service Laundry is Uncollectable: The removal of this exemption

would result in a de facto gross receipts tax on laundry owners. Self-service laundry
patrons not only perform the work themselves but also remit payment via vended
transaction. This makes the collection of this type of tax impossible.

. 42 of 45 Sales Tax States Exempt Self-Service Laundry from Sales Tax: Only three

(3) states assess sales tax on self-service laundry. These states include: Hawaii, New
Mexico and West Virginia. Repealing the exemption would place this state among
the very small minority of states assessing this tax.

. Sales Tax on Self-Service Laundry Results in Tax Pyramiding: Operators of self-

service laundries pay sales tax upon purchase of their equipment and pay taxes on
all utilities provided to customers, despite the fact that economists across the
spectrum agree that business inputs should be exempt from such taxes. Those taxes
are already embedded in the price of self-service laundry. Removing the
exemption for the self-service laundry would result in a tax on top of already paid
sales taxes.

. Sales Tax on Self-Service Laundry in Fundamentally Unfair: Regardless of the merits

of generally imposing sales tax on services, there is no justification for imposing
sales tax on the work people do for themselves. The coin laundry industry simply
makes the equipment and utilities — which have already been taxed — available to
their customers who provide the labor on a self-service basis. Those members of the
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community who can afford home laundry equipment do not pay sales tax to wash
their clothes.

Coin Laundry’

ASSOCIATION

www.stoplaundrytax.com

Together, we can keep the laundry
industry fair and profitable for all.

DONATE TODAY by visiting:
www.stoplaundrytax.com
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Conclusion & Addenda

Legislative advocacy is one of the core principles of the Coin Laundry Association’s mission
for the industry. When surveying the legislative and regulatory threats facing the self-
service industry, protecting the sales tax exemption rises above all others in its importance
to the health and survival of the industry.

The decades-long history of advocacy on this issue has yielded valuable background and
best practices for protecting our interests as outlined in this brief. The CLA stands ready to
help its members continue this track record of success and keep the sales tax away from
self-service laundries.
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