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BACKGROUND
The Major Events Reimbursement Program (formerly the "Major Events Trust Fund") permits local
governments and local organizing committees to apply to the State for the establishment of a Major
Events Reimbursement Fund to help pay for certain eligible costs associated with conducting
specifically-named major events if all statutory and administrative requirements are met pursuant to
Article 5190.14, Section 5A, Vernon’s Texas Civil Statutes. The fund established for each event consists
of amounts deposited by the State and local government of the estimated incremental increase in tax
receipts, as determined by the State, that are directly attributable to the preparation for and
presentation of the event for a one-year period. The period begins two months before the date of the
event and continues for ten months thereafter. In accordance with statute, the estimated increase in tax
receipts is limited to amounts collected within a designated market area, and only to amounts collected
from five specific tax types.
The Legislature transferred the administration of the program from the Texas Comptroller of Public
Accounts (“Comptroller’s Office”) to the Economic Development and Tourism Office within the Office of
the Governor (“OOG”) during the 84th Legislative Session, with an effective date of September 1, 2015.
A number of major events that were initially approved for reimbursement by the Comptroller's Office
were transferred to the Office of the Governor for the final disbursement of funds and administrative
close-out. As part of these duties, Article 5190.14, Section 5A(w) requires the Office of the Governor to
use existing resources to complete a post-event study in the market area of eligible major events.
This post-event economic impact study provides the best available information regarding the direct tax
effects of the 2015 ESPN X Games.

SUMMARY OF EVENT
The 2015 ESPN X Games (the "event") was held June 5-7, 2015 at Circuit of the Americas in Austin. ESPN
was the Site Selection Organization for the event. A Site Selection Letter was submitted to the
Comptroller’s Office as a part of the application to the program. See Appendix A for the application,
including the Site Selection Letter.
According to the attendance report provided to the Comptroller’s Office by the Circuit Events Local
Organizing Committee (“CELOC”), the Local Organizing Committee for the event, the total attendance
was 138,187 fans. CELOC further estimated that 33 percent of the total attendees, or 45,795, were from
out-of-state. This OOG report makes no assumptions about the accuracy of this reported estimate.

METHODOLOGY
The methodology established to determine the direct tax effects of the event by the OOG began with
collecting tax data for the five applicable taxes for the most precise period available. Collection of
information requires interagency cooperation. Some tax data is available for a monthly period and by
city or county. However, some taxes are collected statewide and are only reported quarterly or annually.
Since daily tax collection data is unavailable, specific taxes collected for only the days during which the
event occurred cannot be determined. After collecting the available data, the OOG compared the tax
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information for the month of the event in the market area to the same month of years prior to the
event. Comparing data from the event to the same time period of the following year cannot be done
since the report is due prior to the following year’s data being available. The OOG assessed other factors
that could also affect the tax data. Some of the factors include: population growth, crowding out effects,
other events being held in the market area during June 2014 (the year prior to the event being held), or
different events held in the market area during June 2015 (the month the event was held). Crowding out
can include locals leaving town or staying home to avoid frequented businesses due to the influx of
visitors. The OOG does not have information available regarding events that do not apply to any of the
Events Trust Fund programs to factor into the comparison. These reasons prevent the OOG from
determining the actual amount of incremental tax increases of the 2015 ESPN X Games utilizing existing
resources.

APPLICABLE STATE TAXES
In accordance with the Major Events Reimbursement Program statute, the estimated increase in tax
receipts attributed to major events are limited to amounts collected within a designated market area,
and only to amounts collected from five specific tax types. The five state taxes are: 1) state sales and use
taxes; 2) hotel occupancy taxes; 3) mixed beverage taxes; 4) motor vehicle rental taxes; and 5)
wholesale alcoholic beverage taxes. Information on each of these tax types are summarized as follows:

Sales & Use Tax
The sales and use tax rate of 6.25 percent is assessed on all tangible personal property and certain
services. The sales and use tax is collected by the Comptroller’s Office either monthly, quarterly, or
annually based on certain qualifications. Since the period of collection varies by business, determining
the taxes directly attributable to the event is not attainable. This report reflects that data for the
quarter. This tax is also likely to be affected by crowding out.

Hotel Occupancy Tax
The state hotel tax rate is 6.0 percent and is collected on either a monthly or quarterly basis. The
Comptroller’s Office collects only the state tax portion of the hotel tax, while cities and counties are
primarily responsible for collecting their own local hotel taxes. Similar to sales and use tax, the variation
of periods that the tax is collected from businesses results in an indeterminable incremental tax increase
as a result of the event. Most hotels report monthly, therefore, this report reflects the monthly data.

Motor Vehicle Rental Tax
The motor vehicle gross rental receipts tax is imposed on motor vehicle rentals. The tax rate is based on
the length of the rental contract listed below:
•
•

10% for contracts of 1-30 days
6.25% for contracts exceeding 30 days but no longer than 180 days.

Not all cities collect a local tax for car rental, and taxes are collected from the rental company for all
rentals across the state, not by city or county. Additionally, a car might be rented from several locations
for the event. For these reasons, the motor vehicle rental taxes leveraged in a period cannot be isolated
and directly attributed to the event.
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Mixed Beverage Tax
The gross receipts tax of 6.70 percent is charged with the sale of mixed beverages on the amount
received from the sale, preparation, or service from the sale of an alcoholic beverage that is consumed
on the premises of the mixed beverage permittee. The mixed beverage sales tax of 8.25 percent is
imposed on the person or organization holding the mixed beverage permit and not the customer. This
tax is collected monthly, but since the mixed beverage sales tax is imposed on the mixed beverage
permit holder, it may not be added to the selling price as a separate charge and may not be “backed
out” from the amount received. This can result in an inaccurate reporting of spending on mixed
beverages by event attendees.

Title 5 ABC Tax
Tax rates vary depending on beverage type and alcohol content. The Texas Alcoholic Beverage
Commission (TABC) Tax Division receives and processes monthly excise tax reports. Manufacturers of
alcoholic beverages may only sell to wholesalers/distributors and the wholesalers/distributors may, in
turn, sell only to the retailers. Alcoholic beverages become taxable when the beverages are sold at the
retail level, and data for tax collection is only available at a state level. Additionally, the Title 5 ABC tax
and the mixed beverage tax are likely to be affected by crowding out, resulting in an unmeasurable
effect of the event on these taxes.

TOTAL INCREMENTAL INCREASE IN STATE TAX RECEIPTS
The Major Events Reimbursement Program statute requires the OOG to provide an estimate for the
incremental increases in tax receipts expected to be generated by the event based on the five specified
tax-types. For this event, the estimate was provided by the Comptroller’s Office and was comprised of
both Primary Direct Spending and Secondary Direct Spending (including indirect and induced). The total
estimated incremental increase to the state was $2,254,765. Based on this amount, the Applicant was
required to submit a local share of $360,763 according to the state-to-local share ratio of 6.25:1,
resulting in a total trust fund of $2,615,528 (See Appendix B). CELOC made a voluntary decision to
request a reduction of the local share which resulted in an amount of $306,649 and a state share
amount of $1,916,556. The final total trust fund was $2,223,205.
The breakdown of the estimated incremental increase of state taxes from the Primary and Secondary
Direct Spending are shown below:
Type of Expenditure
Hotels and motels
Eating and Drinking Establishments
Alcoholic Beverages (Mixed & Title 5 ABC)
Event Expenses
Auto Rental
Shopping and Entertainment (Aggregated)
TOTAL

Primary - Direct
Spending
Taxes
$5,602,557.57 $336,153.45
$5,322,476.85 $332,654.80
$1,141,419.78
$80,768.79
$5,943,300.00 $157,790.01
$532,658.83
$53,265.88
$3,762,189.34 $235,136.83
$22,304,602.37 $1,195,769.78

Secondary - Indirect
Spending
Taxes
$2,561,562.15 $108,975.35
$2,048,067.80 $89,742.28
$439,213.77 $19,245.48
$1,987,219.62 $62,826.62
$179,753.18 $7,717.69
$1,008,665.54 $43,600.01
$8,224,482.06 $332,107.44

Secondary - Induced
Spending
Taxes
$2,127,391.96 $122,292.63
$2,233,582.73 $128,383.46
$478,997.95 $27,532.19
$4,681,650.33 $268,904.61
$178,415.14 $10,249.42
$1,675,739.33 $96,319.57
$11,375,777.44 $653,681.88

Note: The table does not include $49,127 in sales taxes from ticket sales, which the Comptroller’s Office has
determined to have no secondary economic impact in Texas.
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Primary Spending was estimated by the Comptroller's Office based on projected attendance and
projected event spending. Estimated attendee spending was broken down by five (5) expenditure
categories: Food and Beverage (Sales & Use Tax); Entertainment and Shopping (Sales & Use Tax);
Lodging (Hotel Occupancy Tax); Rental Car (Car Rental Tax); and Alcohol (Mixed Beverage and Title 5
ABC taxes). The estimated incremental increases in state and local taxes were then calculated for each
spending category. The Comptroller’s Office defined the market area for the event as Travis county.
Secondary Spending estimates were derived by the Comptroller's Office by inputting the results of the
corresponding expenditure categories from estimated Direct Spending, along with a NAICS industry
code, into the IMPLAN economic modeling software platform. The Comptroller's Office used the
IMPLAN model to develop estimated tax impacts for Secondary Spending. For developing its estimated
Secondary Spending, the Comptroller's Office used a statewide market area instead of the Travis county
market area.

STATE TAX RECEIPT IMPACTS FROM DIRECT SPENDING
The following table is based on the best information the OOG was able to gather on tax receipts for the
five tax-types specified in the Events Reimbursement Fund statute. The chart shows amounts for July
2015 since the event occurred in June and taxes are collected in the month following the event. All five
tax types in the market area saw an increase in receipts when comparing tax receipts around the time
period when the event was held with the same time period the year before. However, changes in tax
receipts cannot reliably be attributed to any particular event.
Sales Tax
2014 Q3
$296,747,087

2015 Q3
$318,168,508

Difference
$21,421,421

July 2014
$3,573,134

July 2015
$4,214,888

Difference
$641,754

July 2014
July 2015
State of Texas
$18,570,971
$19,891,847
Mixed Beverage - 1. Gross Receipts and 2. Mixed Beverage Sales Tax
July 2014
July 2015
Travis
$4,070,483
$4,697,636
Title 5 ABC
July 2014
July 2015
State of Texas
$18,676,031
$19,771,480

Difference
$1,320,876

Travis
Hotel Occupancy
Travis
Car Rental

Difference
$627,153
Difference
$1,095,449

EVENT DEADLINES RELATED TO PROGRAM
The following program deadlines were verified to have been completed as follows (see Appendix C for
documentation):
•

Application Received (including Site Selection letter): 04/15/15
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•
•
•
•

o Deadline: 04/20/15, or no later than 45 days prior to the event
Event Support Contract Received: 06/03/15
o Deadline: 06/04/15, or prior to the event
Attendance Certification Received: 07/22/15
o Deadline: 07/22/15, or no later than 45 days after the event
Local Share Received: 08/27/15
o Deadline: 09/05/15, or no later than 90 days after the event
Disbursement Request Received: 12/04/15
Deadline: 12/04/15, or no later than 180 days after the event

CONCLUSION
Given the available data and constrained to the use of existing resources, it is unlikely that the economic
impact directly attributable to the preparation and presentation of the event is measurable with any
reasonable degree of accuracy. Using available resources, the data is inconclusive in determining the
actual economic impact of the event. Neither a positive nor negative impact is determinable since the
tax information provided showed both increases and decreases in taxes collected. The available and
reported tax data cannot reliably be attributed to any particular event, while some data cannot even be
attributed to any particular market area. The economic variables and limited detail of tax and
participant data make it impossible to isolate the incremental tax generated by one particular event to
the Texas economy. The development of a reasonably accurate economic impact study requires data
state government cannot feasibly capture, such as the actual number of out-of-state-visitors
attributable to the event, the actual per-day spending by each event attendee for each of the five
allowable tax types, and the length of stay of each attendee. The OOG will continue to examine the
collection and reporting of information relating to these major events in an effort to identify options for
improvement in data collection to ensure that the purposes of the statutory post-event reporting
requirement can be achieved.
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