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Period 1% Discount 5% Discount

5% to $500

1% over $500

1% Discount

$10 Minimum

1% Discount

$1,000 Max

5% Discount

$1,000 Max

$100   $4   $0.04   $0.20   $0.20   $4.00   $0.04   $0.20  

$250   $10   $0.10   $0.50   $0.50   $10.00   $0.10   $0.50  

$1,000   $40   $0.40   $2.00   $2.00   $10.00   $0.40   $2.00  

$12,500   $500   $5.00   $25.00   $25.00   $10.00   $5.00   $25.00  

$80,000   $3,200   $32.00   $160.00   $52.00   $32.00   $32.00   $160.00  

$500,000   $20,000   $200.00   $1,000.00   $220.00   $200.00   $200.00   $1,000.00  

$2,500,000   $100,000   $1,000.00   $5,000.00   $1,020.00   $1,000.00   $1,000.00   $1,000.00  

$5,000,000   $200,000   $2,000.00   $10,000.00   $2,020.00   $2,000.00   $1,000.00   $1,000.00  

Table 1

Vendor Discount Scenarios

Amounts Retained by Vendor



Date:

August 30, 2002

To:

Governor’s Tourist Tax Advisory Council

From:

Dan Dodds, Tax Policy Analyst

Subject:
Examples of Vendor Discounts

At the June 25, 2002 meeting, the Council was presented with information on vendor discounts in other states.  This memo shows discounts that vendors would retain and taxes that would be remitted to the state with a 4% tourist tax.  Six different vendor discount scenarios are provided, each with different amounts of taxable sales.  

The six vendor discount scenarios are:

· 1% of tax collected

· 5% of tax collected

· 5% of the first $500 of tax collected and 1% of collections over $500

· 1% discount with a $10 minimum

· 1% discount with a $1,000 maximum

· 5% discount with a $1,000 maximum

These six scenarios incorporate the features found in vendor discounts in other states, including different discount percentages, multiple part discounts, minimums and maximums.  The scenarios were constructed to highlight the effects of these features and, as such, are not intended to be recommendations or to provide a complete listing of options.

Table 1 shows the amounts that vendors would retain in these six discount scenarios at eight levels of taxable sales.  The first column shows taxable sales.  The second column shows the taxes a vendor with those taxable sales would collect under a 4% tourist tax.  The third through eighth columns show the amounts that vendors would retain in each of the discount scenarios.


Figures 1 and 2 on the next two pages show the same information graphically.  Figure 1 shows large vendors, and Figure 2 shows small vendors.  Because the scale of the graphs is large and the scenarios share features, there are only three distinct lines in Figure 1 and four distinct lines in Figure 2.

With a 1% discount, the vendor retains 1% of collections.  This is shown by the lower, dark blue, straight line in Figures 1 and 2.  

With a 5% discount, the vendor retains 5% of collections.  This is shown by the higher, violet, straight line in Figures 1 and 2.

In Figure 1, the scenario where the vendor retains 5% with a $1,000 maximum is shown by the violet line for collections of less than $20,000 and by the gray line for collections of more than $20,000.  The scenario where the vendor retains 1% with a $1,000 maximum is shown by the blue line for collections up to $100,000 and by the gray line for collections of more than $100,000.  Both of these lines become flat once the $1,000 discount is reached.  With a 5% discount percentage, this occurs when collections are $20,000 or sales are $500,000.  With a 1% discount percentage, this occurs when collections are $100,000 or sales are $2.5 million.  These two scenarios do not appear as separate lines in Figure 2 because the table only shows collections up to $3,200.
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In the scenario where the vendor retains 5% of the first $500 collected and 1% of collections over $500, a vendor with collections of $500 or less on taxable sales of $12,500 or less retains the same amount as under the 5% scenario.  A vendor with taxable sales of more than $12,500 retains $20 more than under the 1% scenario.  This $20 is the extra 4% retained on the first $500 of tax collected.  This $20 difference is too small to show in Figure 1.  It is shown by the light green line in Figure 2.

The scenario where the vendor retains 1% with a $10 minimum discount also does not show in Figure 1.  It is shown by the light blue line in Figure 2.  When taxable sales are $250 or less, the $10 minimum discount is more than the tax collected, and the vendor keeps the entire amount.  When taxable sales are between $250 and $1,000, the vendor collects more than $10, but the $10 minimum discount is more than 1% of collections.  The vendor keeps $10 and remits collections minus $10.  When taxable sales are $1,000 or more, the vendor retains the same amount as under the 1% scenario.
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