TOURIST RELATED REVENUE OPTION

Revenue Option: Increase the sales tax rate on tourist-related amenities (auto rentals and lodging) to a rate that will generate $100 million in FY 2009
Proposal: This option increases the state sales tax rate on automobile rentals and lodging to the rate that will generate $100 million in FY 2008-09.  Assuming no elasticity effects, generating this level of income requires an increase in the state sales tax rate of 2.74 percentage points.  In combination with the current 2.9 percent sales tax rate, the state sales tax rate would be 5.64 percent for auto rentals and lodging.  In all areas of the state, local sales taxes are applied to auto rentals and lodging, and in many areas of the state these services are differentially taxed at a rate higher than the base rate for the jurisdiction.  An increase to a state rate to total 5.64 percent may prove to be a significant disincentive for the consumption of lodging and auto rental services in some areas of the state, particularly Denver and the resort communities.

Rationale:  Those visiting our state, whether for tourism or business purposes, derive a benefit from the transportation system.  While those from outside the state may be contributing through gas tax or sales tax, this option provides another mechanism to ensure that those who do not live in Colorado but visit here contribute to the construction and maintenance of the system.  

Fee vs. Tax: This would be an increase of an existing tax.

Administration: The sales tax is already collected in the state, and the existing administrative apparatus could be used to collect this increment and dedicate it to transportation.

Constitutionality:  The state’s TABOR Amendment (Article X, Section 20) requires voter approval to implement this option. The voters would need to approve the tax increase and authorize the state to retain the excess revenues.

Revenue Calculation and Estimated Potential:  This option, as it was conceived, is defined so as to apply a rate sufficient to generate $100 million in FY 2008-09.  Table 1 shows only a half-year of revenue for FY 2008-09, thus the revenue potential in the first year is $50 million.  Over the forecast period, the application of the additional 2.74 percentage points to the state sales tax on lodging and auto rentals generates just over $292 million in FY 2034-35 nominal dollars and $135.7 million in 2008 constant dollars in the same year.

Use of Proceeds: The proceeds from this option would be used for capital projects.  It is possible that this revenue source could be combined with another and leveraged into a bond issue for transportation capital.
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Table 1: Nominal and 2008 Constant Dollar Forecast from Increasing the STATE Sales Tax Rate on Automobile Rentals and Lodging by 2.74 Percentage Points  

	
	Model: What rate to generate $100 million in 2009?
	
	
	

	
	Calculation of Rate (assumes no elasticity)
	
	
	

	
	2.74 
	Increase in pps necessary to raise $100 million in 2009
	

	
	Model: Apply rate that achieves $100 M in FY 2009 to all future years

	
	Nominal Dollars (in $ millions)
	
	2008 Dollars (in $ millions)
	
	
	
	

	FY 2009
	 $           50.00 
	
	 $           49.21 
	
	
	
	

	FY 2010
	 $         105.46 
	
	 $         100.54 
	
	
	
	

	FY 2011
	 $         111.26 
	
	 $         102.74 
	
	
	
	

	FY 2012
	 $         117.21 
	
	 $         105.02 
	
	
	
	

	FY 2013
	 $         123.21 
	
	 $         107.32 
	
	
	
	

	FY 2014
	 $         129.24 
	
	 $         109.34 
	
	
	
	

	FY 2015
	 $         135.28 
	
	 $         111.25 
	
	
	
	

	FY 2016
	 $         141.34 
	
	 $         112.98 
	
	
	
	

	FY 2017
	 $         147.47 
	
	 $         114.50 
	
	
	
	

	FY 2018
	 $         153.67 
	
	 $         115.98 
	
	
	
	

	FY 2019
	 $         159.89 
	
	 $         117.31 
	
	
	
	

	FY 2020
	 $         166.23 
	
	 $         118.48 
	
	
	
	

	FY 2021
	 $         172.79 
	
	 $         119.66 
	
	
	
	

	FY 2022
	 $         179.61 
	
	 $         120.95 
	
	
	
	

	FY 2023
	 $         186.72 
	
	 $         122.12 
	
	
	
	

	FY 2024
	 $         194.11 
	
	 $         123.40 
	
	
	
	

	FY 2025
	 $         201.77 
	
	 $         124.71 
	
	
	
	

	FY 2026
	 $         209.68 
	
	 $         125.93 
	
	
	
	

	FY 2027
	 $         217.81 
	
	 $         127.08 
	
	
	
	

	FY 2028
	 $         226.19 
	
	 $         128.30 
	
	
	
	

	FY 2029
	 $         234.79 
	
	 $         129.36 
	
	
	
	

	FY 2030
	 $         243.63 
	
	 $         130.49 
	
	
	
	

	FY 2031
	 $         252.74 
	
	 $         131.56 
	
	
	
	

	FY 2032
	 $         262.13 
	
	 $         132.59 
	
	
	
	

	FY 2033
	 $         271.83 
	
	 $         133.64 
	
	
	
	

	FY 2034
	 $         281.90 
	
	 $         134.69 
	
	
	
	

	FY 2035
	 $         292.35 
	
	 $         135.72 
	
	
	
	


