SALES TAX OPTION
Revenue Option: Increase the State Sales and Use Tax Rate
Proposal: Refer to the voters a referendum to 1) increase the Colorado Sales and Use Tax Rate by .1% and 2) exempt this incremental revenue from the TABOR restriction of state revenue growth.  Dedicate this increased revenue to transportation.
Rationale: No transit programs within Colorado are self supported by fares collected.  Typically fares represent a maximum of 25% of transit revenues with the balance normally provided by local or regional sales taxes.  Using a modest statewide sales tax to fund statewide transit needs conforms to that historic model.  Returning Colorado sales and use tax rate to 3% from the current 2.9% rate that has been in effect since January 1, 2001 to fund the delivery of needed transit services is one way in which to calculate a new sales tax level for transit that the taxpayers will consider appropriate.   
Current Collection and Distribution: Under current law, sales and use tax is predominantly credited to the general fund.  Colorado initially imposed a sales tax to fund old age pensions, so small portions are credited to the old age pension fund, the older Coloradoans cash fund, and the supplemental old age pension health and medical care fund.  In years when General Fund spending can increase by the constitutionally permitted 6% and the 4% reserve requirement is met, 10.355% is credited to the sales and use tax holding fund and transferred to the highway users tax fund (HUTF) per S.B. 97-001.  
Administration: Incorporate any change pursuant to the current sales and use tax collection and distribution process.  If dedicated to transit use, create a dedicated cash fund to which the Department of Revenue will transfer the funds.  If used for highway purposes, transfer the incremental increase to the HUTF, which would be distributed by the 60/40 split under current statute.
Constitutional/Legal Issues: Since this constitutes a tax increase, implementing this recommendation will require an affirmative vote of the electorate in accord with Article X section 20 (TABOR) of the constitution. The question referred to the voters would also need to specify the intended uses of the money and whether they would be deposited in a newly created cash fund or the HUTF. 
Estimated Tax Calculation:  Colorado collected $2.1 billion in sales and use tax in FY 2006.  The Transportation Revenue Options Study concludes that an increase of .1% would provide approximately $90 million (2008 dollars) of additional annual revenue.
Use of Proceeds: As a general tax, voters may be more apt to favor the funding of programs for general public needs such as transit. $90 million of additional annual revenue could significantly benefit certain programs. Options for the use of the money include 1) the provision of improved intercity and urban/rural bus connections, 2) the provision of additional capital for the procurement of buses and vans for local transit systems, 3) the construction of additional Park and Ride Facilities, 4) or Bus Rapid Transit or rail lines.   An informal committee is reviewing transit needs across the state and may be able to provide recommended beneficiaries for this funding. 
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