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BACKGROUND

The Major Events Reimbursement Program 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 (“O0G”) during the 84th Legislative Session, with an effective date of September 1, 2015.
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 2016-2017 National Cutting Horse Association Triple Crown.

SUMMARY OF EVENT

The 2016-2017 National Cutting Horse Association Triple Crown (the "event") is comprised of the 2016
World Championship Futurity & World Finals (November 15-December 10, 2016), the 2017 Super Stakes
& Super Stakes Classic (March 23-April 15, 2017) and the 2017 Summer Spectacular & Derby (July 15-
August 5,2017). All three events were held at the Will Rogers Memorial Center in Fort Worth. The National
Cutting Horse Association was the Site Selection Organization for the event. A Site Selection Letter was
submitted to the OOG as a part of the application to the program. See Appendix A for the application,
including the Site Selection Letter.

According to the attendance reports provided to the OOG by the City of Fort Worth, the Applicant for the
event, the total attendance for the 2016 World Championship Futurity & World Finals was 12,005
attendees with an estimated 55 percent of the total attendees, or 6,576, were from out-of-state. The total
attendance for the 2017 Super Stakes & Super Stakes Classic was 5,825 attendees with an estimated 41
percent of the total attendees, or 2,395, were from out-of-state. The total attendance for the 2017
Summer Spectacular & Derby was 5,537 attendees with an estimated 47 percent of the total attendees,
or 2,579, 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
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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
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 December 2015, April 2016, and August 2016 (the year prior
to the event being held), or different events held in the market area during December 2016, April 2017,
and August 2017 (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 2016-2017 National Cutting Horse Association Triple Crown 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.
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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.

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 comprised of both Primary Direct Spending and Secondary
Direct Spending (including indirect and induced). The total estimated incremental increase to the state for
the 2016 World Championship Futurity & World Finals was $1,225,768. Based on this amount, the
Applicant was required to submit a local share of $196,124 according to the state-to-local share ratio of
6.25:1, resulting in a total trust fund of $1,421,892 (See Appendix B). The total estimated incremental
increase to the state for the 2017 Super Stakes & Super Stakes Classic was $625,560. Based on this
amount, the Applicant was required to submit a local share of $100,090 according to the state-to-local
share ratio of 6.25:1, resulting in a total trust fund of $725,650 (See Appendix B). The total estimated
incremental increase to the state for the 2017 Summer Spectacular & Derby was $457,155. Based on this
amount, the Applicant was required to submit a local share of $73,145 according to the state-to-local
share ratio of 6.25:1, resulting in a total trust fund of $530,300 (See Appendix B). Based on all three
events, the total estimated incremental increase to the state for the 2016-2017 National Cutting Horse
Association Triple Crown was $2,308,483 and the Applicant was required to submit a total local share
amount of $369,359, resulting in a total trust fund of $2,677,842.

The breakdown of the estimated incremental increase of state taxes from the Primary and Secondary
Direct Spending are shown below:
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2016 World Championship Futurity & World Finals - Type of | Primary - Direct
Expenditure Spending Taxes
Hotel & Motels S 4,706,400 | $ 282,384
Eating & Drinking Establishments S 5,920,000 | S 370,000
Alcoholic Beverages (Mixed & Title 5 ABC) S 1,776,000 | S 107,892
Shopping & Entertainment (Aggregated) S 7,696,000 | $ 481,000
TOTAL $ 20,098,400 | S 1,241,276
*NOTE: There was an estimated $648,599 in post event state tax revenue.
2017 Super Stakes & Super Stakes Classic - Type of Expenditure | Primary - Direct

Spending Taxes
Hotel & Motels S 2,372,325 | § 142,340
Eating & Drinking Establishments S 3,365,000 | $ 210,313
Alcoholic Beverages (Mixed & Title 5 ABC) S 1,009,500 | $ 61,327
Shopping & Entertainment (Aggregated) S 4374500 | $ 273,406
TOTAL $ 11,121325 | S 687,385
*NOTE: There was an estimated $368,671 in post event state tax revenue.
2017 Summer Spectacular & Derby - Type of Expenditure Primary - Direct

Spending Taxes
Hotel & Motels S 2,148,900 | $ 128,934
Eating & Drinking Establishments S 3,770,000 | $ 235,625
Alcoholic Beverages (Mixed & Title 5 ABC) S 1,131,000 | $ 68,708
Shopping & Entertainment (Aggregated) $ 4,901,000 | S 306,313
TOTAL $ 11,950,900 | $ 739,580
*NOTE: There was an estimated $413,043 in post event state tax revenue.

Primary Spending was estimated by the OOG 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 O0G
defined the market area for the event as Fort Worth.

Secondary Spending estimates were derived by the OOG by using an economic model to determine
tourism industry employment and statutorily eligible tax impacts associated with the event.

STATE TAX RECEIPT IMPACTS FROM DIRECT SPENDING

The following tables are 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 January
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2017, May 2017, and September 2017 since the events occurred in December 2016, April 2017, and
August 2017 and taxes are collected in the month following the event. Four of the five tax types in the
market area saw an increase in receipts when comparing tax receipts around the time period when the
events were held with the same time period the year before. However, changes in tax receipts cannot
reliably be attributed to any particular event.

2016 World Championship Futurity & World Finals

Sales Tax
2016 Q1 2017 Q1 Difference
Tarrant County $408,303,190 $418,658,412 $10,355,222
Hotel Occupancy
January 2016 January 2017 Difference
Tarrant County $3,498,539 $3,841,420 $342,880
Car Rental
January 2016 January 2017 Difference
State of Texas $15,840,575 $16,180,059 $339,485
Mixed Beverage - 1. Gross Receipts and 2. Mixed Beverage Sales Tax
January 2016 January 2017 Difference
Tarrant County $7,361,445 $7,317,090 $(44,355)
Title 5 ABC
January 2016 January 2017 Difference
State of Texas $22,790,448 $22,003,078 $(787,370)
2017 Super Stakes & Super Stakes Classic
Sales Tax
2016 Q2 2017 Q2 Difference
Tarrant County $433,189,883 $452,725,924 $19,536,041
Hotel Occupancy
May 2016 May 2017 Difference
Tarrant County $3,980,082 $4,104,019 $123,938
Car Rental
May 2016 May 2017 Difference
State of Texas $20,296,145 $19,754,010 $(542,135)
Mixed Beverage - 1. Gross Receipts and 2. Mixed Beverage Sales Tax
May 2016 May 2017 Difference
Tarrant County $7,665,719 $7,919,290 $253,571
Title 5 ABC
May 2016 May 2017 Difference
State of Texas $18,599,317 $18,505,430 $(93,887)
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2017 Summer Spectacular & Derby

Sales Tax
2016 Q3 2017 Q3 Difference

Tarrant County $433,709,128 $448,469,625 $14,760,498
Hotel Occupancy

September 2016 September 2017 Difference
Tarrant County $4,066,246 $4,102,102 $35,856
Car Rental

September 2016 September 2017 Difference
State of Texas $29,505,463 $30,881,348 $1,375,884
Mixed Beverage - 1. Gross Receipts and 2. Mixed Beverage Sales Tax

September 2016 September 2017 Difference
Tarrant County $8,590,790 $8,547,044 S(43,746)
Title 5 ABC

September 2016 September 2017 Difference
State of Texas $18,705,015 $18,754,728 $49,714

EVENT DEADLINES RELATED TO PROGRAM

The following program deadlines were verified to have been completed as follows (see Appendix C for

documentation):

e Application Received (including Site Selection letter): 07/22/16
o Deadline: 10/01/16, or no later than 45 days prior to the event
e Event Support Contract Received: 08/30/16

o Deadline: 11/15/16, or prior to the event

e Attendance Certification Received: 01/13/17; 05/09/17; 09/05/17
o Deadline: 01/24/17; 05/30/17; 09/19/17, or no later than 45 days after the event

e local Share Received: 02/14/17; 05/31/17; 10/05/17

o Deadline: 03/10/17; 07/14/17; 11/03/17, or no later than 90 days after the event
e Disbursement Request Received: 03/13/17; 07/05/17; 11/07/17
Deadline: 06/08/17; 10/12/17; 02/01/18, 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
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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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OFFICE OF THE GOVERNOR

ECONOMIC DEVELOPMENT & TOURISM
GREG ABBOII
GOVERNOR

ATTENDANCE CERTIFICATION

(Must be submitted no later than 45 days after conclusion of the event):

Event application submittal date: July 22, 2016
Ec i icati
onomic Development and Tourism {EDT) event application August 11, 2016
approval date:
nd Certifi
Attendance Certification to be submitted to EDT no later than January 24, 2017

forty-five {45) days after the event date:

The attendance metric* identified by EDT to evaluate the
estimated number of event attendees as part of the calculations | 6,800 total OOS attendees at event
for the incremental tax impact:

* If Applicant has questions or concerns about how thls metric was developed, please contact us within 10 days of fund approval letter

To be completed by the Applicant:

Event Name: 2016 NCHA World Championship Futurity
The TOTAL attendance at the PRIMARY EVENT was: 12,005
The estimated attendees NOT residents of Texas for the PRIMARY EVENT was: 6,576

Source(s) and methodology used to obtain attendance totals. The following methods will be accepted:
ticket sales count, turnstile count, ticket scan count, convention attendee count, or participant totals
(must be accompanied by ticket or turnstile count for MERP & MSRTF). If you are submitting another
method, it should have previously been approved by EDT. Registered list of contestants, horse sale
buyers and sellers provided by association coupled with surveys conducted at the event,

¢ | understand that non-compliance with reporting requirements could be treated as a violation of the
statute and/or program rules resulting in the possible withholding of disbursement funding.

e | understand that it is a felony offense under Section 37.10, Texas Penal Code, to knowingly make a
false entry in, or false alteration of, a governmental record, or to make, present, or use a
governmental record with knowledge of its falsity, when the actor has the intent to harm or defraud
another.

¢ | understand my obligation to provide information about event expectations and performance that
are true and accurate to the best of my knowledge and ability. 1 also understand my obligation to
immediately report any known or suspected waste, fraud, and abuse of funds received under the
Act to the Texas State Auditor’s Office at 1-800-892-8348,
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