Rental Car fee/tax increase proposal
2015716 legisiative session

During the 2015 legislative session the Governor’s proposed budget requested that 15% of the annual
rooms and meals tax revenue growth above projection with a cap of $750,000 would be applied to the
Vermont Department of Tourism & Marketing and used for State tourism marketing purposes. While
this proposal had support from both the industry and many members of the legislature it was ultimately
unsuccessful, ‘

For the 2015 legislative session the Vermont Department of Tourism & Marketing is considering the
proposition of a different model. The Department is interested in evaluating the application of a 1% or
1.5% increase in fees on rental cars and applying the new revenue for tourism marketing. These funds
would be used to target distant domestic markets that are currently not included in Vermont's
marketing strategy due to budgetary constraints. These markets are a great opportunity for increasing
Vermont's overall tourism industry. Implementing a new source of funding to supplement the
departments current marketing budget would allow for Tourism to go into new markets without
drawing down funds from other sources.

This proposal would raise funds from a sector of Vermont's economy and invest those funds in a
refevant program within statewide government in an effort to increase tourism spending within
Vermont. /

The current Vermont vehicle rental tax rate in Vermont is 9%. In 2013, the dollar volume for car rentals
subject to tax was about $40 million generating $3.6 miltion in tax revenue. A 1% tax increase for rental
cars would generate $400,000 for tourism marketing, a 1.5% increase would generate $600,000, Below
is an estimate of Vermont’s car rental sector in comparison to the U.S. average.

‘Estimated Impact of Car Rentals in Vermont

_ Units Locations Receipts Tax Revenue™
us. 2,073,311 21,498 $26.1278
Vermont 3174 14 538.8 mil $3.6 mil

* Rental Cor tuxation omong the states s too varied
to make reasonable estimote.
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RENTAL CAR TAXES

3a/ents Allison Hittz

Planning to rent a car? Don't be surprsed if it costs more than you anticipated. TABLE OF CONTENTS

The final bift for a typical shor-term rentat car contains more hidden costs than
many {ravelers realize.

Stale-by-State Comparison of
Renial Car Taxss

In total, more than 40 states levy a charge on remtal cars, either by imposing an
additional tax, daily fee, or both. At least 15 states authorize local governments to
imnpose thelr own taxes or fees and rental car companies add on charges for off-
site rentats, alrport fees, and insurance coverage. As stales grapple with budget
culs and seek to raise revenues, rental car taxes that are perceived as largeting
visitors are more palatable than other oplions.

CONTACT

Luke Martel

Combined state and local rental and sales taxes {not including miscelaneous fees) can add up guickly, though, with
rates ranging from less than 2 percent to more than 18 percent, the latter of which can cause sticker shock for visitors to
the state.

Below is a state-by-state comparison of state rental car laxes.

Note: This table accompanies the April LegisBrief, "Rental Car Taxes."

STATE-BY-STATE COMPARISON OF RENTAL CAR TAXES
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State Car Tax Rate Spurce

New Mexico 5% ("L eased"} + $2/day NM. Stat. Ann. §7-14A-3 and N.M. Stat. Ann. §7-14A3 1

New York 6% The New York State Department of Taxation and Finance .
’ Bulletin Tax 5T-825

North Carolina 8% . Department of Revenue

North Dakota ) 3% North Dakola Office of State Tax Commissioner (Wff [L\’kﬂ)
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Vermonl 9% Vermont Departmpnt of MotO( Vehsdes
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. Inc!udes entat tax, rental fee ar‘d local tax admmlstered by Virgmfa Department of Taxauon
2. Charl reflects state tax rates only, Does not include local, airport, or sales taxes.

Source: NCSL 50-state search for refevant statutes and agency websites.
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