Memorandum

To:

RTD Board of Director

From:

Bill Christopher, RTD Director – District J



John Tayer, RTD Director – District O

Date:

Tuesday, November 20, 2007

RE:

Proposed RTD Region-Specific Sale Tax Forecasting Model

We are proposing that RTD create its own region-specific sales tax model for future budget forecasts. 

RTD appears to base its own sales tax forecast on an annual sales tax forecast that the State of Colorado generates.  This method is problematic because the state economy is composed of very different regions, and the Denver Metro is only one of them.  For example, in the words of the State Demographer, "The fastest growth in the State's economy in the past 20 years has been in Larimer/Weld and the Western Slope."*  

Concerns regarding the reliability of RTD’s current sales tax forecasting methods appear to be well justified.  The following are the discrepancies that RTD has experienced between its forecasted numbers and the adjusted annual sales tax figures over the past few years:

	Sales Tax - Combined (in thousands)
	2004
	2005
	2006
	2007

	1
	Percentage of sales tax increase from the year before
	5.24%
	73.92%
	3.81%
	5.84%

	2
	Total sales tax collected in dollars for each year1
	 $202,310 
	 $351,862 
	 $365,251 
	 $386,588 

	3
	The difference in sales tax collected from the previous year in dollars
	 $  10,071 
	 $149,552 
	 $  13,389 
	 $  21,337 

	4
	State the budget assumption percentage used for each year in the forecasted sales tax revenue
	6.03%
	77.22%
	4.75%
	5.70%

	5
	State the amended budget assumption percentage used for each year in the forecasted year end sales tax revenue
	6.57%
	74.78%
	5.54%
	6.49%


 

All of this suggests that a region-specific sales tax model would be more appropriate tool for RTD’s own sales tax forecasts and budgeting purposes.  It is possible that RTD staff could create a region-specific sales tax model using in-house resources.  Alternately, RTD could seek consulting services to build the sales tax model.  It is estimated that creating such a model would cost between $10,000 and $30,000.

As we are on the verge of passing our 2008 budget, we do not propose adopting a region-specific sales tax model for this budget year.  Instead, we bring this proposal to the attention of our fellow RTD Directors and staff as a means of alerting all of you to our concerns in this area.  We intend to make a formal appeal for Board support of a region-specific sales tax model in the near future, beginning with consideration at an upcoming Finance Committee meeting. 
  

* 25th Annual State Demography Meeting, 11/16/2007

