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LEGISLATIVE BACKGROUND

The Sports and Community Venue Project legislation provides cities and counties with broad authority to finance a wide array of economic development projects in addition to the construction of sports stadia.  The venue project revenue sources that can be adopted include a sales tax, a hotel occupancy tax, short-term motor vehicle rental tax, an event parking tax, an event facility tax, and a venue facility use tax.  The voters must approve both the tax and the venue project on which it will be spent.

Two or more cities or a combination of cities and counties may create a “sports and community venue district,” which would have the authority to carry out the same types of projects and propose the same financing methods as an individual city or county.

Permissible Projects

A venue project is defined as a venue and related infrastructure that is planned, acquired, established, developed, constructed, or renovated using this mechanism.  A venue is defined as being one of the following:

1.  Arena, coliseum, stadium, or other type of area or facility:

a. That is used or will be used for professional or amateur sports, or for community and civic and charitable events; and
b. Where a fee for admission to these event will be charged.

2. Convention center or a related improvement that is located in the vicinity of the convention center, including civic center hotels, auditoria, theaters, opera and music halls, exhibition halls, rehearsal halls, parks, zoos, museums, or plazas.

3. Tourist development area along an inland water way.

4. A municipal parks and recreation system, improvements or additions to a parks and recreation system, or an area or facility that is part of a municipal parks and recreation system.  It appears that neither the motor vehicle rental tax nor the local hotel tax authorized by this legislation may be used as a revenue source to pay for a parks and recreation system venue project.

5. Any other economic development project authorized by law.  This appears to allow the authorized revenues to be used for any project that would be authorized under any other Texas economic development statute.

“Related infrastructure” includes any on-site or off-site improvements that relate to and enhance the use, value, or appeal of a venue, and any other expenditure that is necessary to construct or improve a venue.  Examples include stores, restaurants, on-site hotels, concessions, parking, transportation facilities, roads, water or sewer facilities, and parks.

If an already existing facility would qualify as a venue project, a city, county, or venue district may use this mechanism to aid that facility even though it was originally constructed or undertaken under the authority of other law.

Venue Tax Elections

The election to approve the venue and the proposed means of financing the venue must meet the following criteria:

· Allow the voters to vote separately on each venue project;

· Designate the venue project;

· Designate each method of financing authorized by Chapter 334 that the city, county, or venue district wants to use to finance the venue project and designate the maximum rate for each method;

· Allow the voters to vote, in the same or separate propositions, on each of these methods of financing.

There are also specific requirements for ballot wording with regard to park and recreation facility improvements or additions.

Method of Financing a Venue Project

All of the following methods of financing a venue project require voter approval of the method and the venue project.

1. Sales Tax

A city, county, or venue district may impose, reduce, or repeal a sales tax under authority of Chapter 334.  When all bonds and obligations payable from the money in the venue project fund are paid, the venue project sales tax must be abolished.

If an area is already at its maximum local sales tax (2%) or a proposed venue tax would place the locality beyond the maximum local sales tax rate, the venue project sales tax election is also treated as an election to reduce the tax rate of another taxing authority.  Only two types of taxing authority are eligible to have their sales tax rate automatically reduced in this manner: 1) a crime control district and 2) an industrial development corporation.  If another taxing entity’s sales tax rate is reduced automatically at such an election, the taxing entity’s sales tax rate is reduced throughout the entity’s jurisdiction.

2. Motor Vehicle Rental Tax

A city, county, or venue district may fund venue projects within its jurisdiction by imposing a tax on the rental of a motor vehicle within the city or county.  The rental tax may only be imposed if bonds or other obligations are issued for the venue project within one year of imposing the tax.  The tax may not exceed 5% and must be set in 1/8 increments.  The motor vehicle tax may not be imposed to fund a venue project that is an area or facility that is part of a municipal parks and recreation system.

3. Admissions T ax on Tickets Sold  at a Venue Project

If a city, county, or venue district has issued bonds for a venue project, a tax not to exceed 10% may be imposed on each admission ticket sold for an event at the venue project.  The city or county is not authorized to impose this tax once the venue project bonds have been paid in full or if no such bonds are issued.

4. Tax on Event Parking at a Venue Project

A city, county, or venue district may impose a tax of not more than $3.00 for each motor vehicle that parks in a parking facility of a venue project.  

5. Additional Hotel Occupancy Tax

In order to fund a venue project within its boundaries, a city, county, or venue district may impose an additional hotel occupancy tax of up to 2% on the use of a hotel room.  This tax must be approved at an election with ballot language that specifies the maximum rate of the tax being adopted.  The legislation does not appear to prohibit the adoption of this additional tax even if the city or county is already at its statutory maximum for the local hotel occupancy tax.  The additional hotel occupancy tax may not be imposed to fund a venue project that is an area or facility that is part of a municipal parks and recreation system.

Two final financing mechanisms include a tax on major league team members playing in a venue project and a special motor vehicle rental tax that applies only to border cities with populations of more than 500,000 and must be dedicated to costs associated with post-season college bowl games.

Contributions from Political Subdivisions within a Venue District

If a political subdivision receives sales tax revenue from businesses operating in a venue project sponsored by a venue district, the political subdivision may voluntarily contribute part or all of those sales tax revenues to the venue district.  The governing body of the political subdivision must find that the venue project that generated the sales tax will add to the economic, cultural, or recreational well being of the political subdivision’s residents.  If the sales tax revenue is contributed to assist in securing debt that was issued to fund a venue project, the contributions must stop as soon as the debt is paid off.  It appears that such contributions would not need to be approved by the voters as with other methods of financing.

Pledges of Existing City Sales Tax Revenue for Venue Projects

The venue legislation added a section to the Texas Tax Code that allows a city to pledge up to 25% of its existing sales tax to pay off debt issued for one or more venue projects located in the city.  This authority is separate from, and in addition to, any authority a city may have under chapters 334 or 335 of the Local Government Code, but “venue project” has the same definition as it does for the financing mechanisms outlined in the previous sections.

The only types of sales tax that may be pledged for a venue project are the general city sales tax and the sales tax for property tax relief.  A dedicated sales tax collected for specific purposed may not be pledged.  A city may only pledge its sales tax under the authority of this statute if it is authorized to do so by the voters at an election held on this issue.  If the voters approve the pledge of the sales tax, the city may issue bonds and other forms of debt that are payable from and secured by the pledged sales tax revenue.  The money from this debt may be used only for the costs of the venue project.  The pledge of the sales tax continues only until the debt is paid off.

Authority to Issue Bonds

Once the voters approve a venue project, the city, county, or venue district may issue bonds and other obligations to pay for the costs of the project.  Bonds or other obligations issued under Chapter 334 are not a debt of the city or county.  Such obligations do not create a claim against the city, county, or venue district tax revenue or property other than against the revenue sources that are specifically pledged and the venue project for which the bonds are issued. 

A venue district has the authority to issue short-term obligations and enter into credit agreements under Texas Civil Statutes Article 717q.  For purposes of that statute, a district is considered to be a “public utility” and an approved venue project is an “eligible project.”

Creating a Venue District

In order to create a venue district, each of the cities and/or counties that wish to join must adopt a concurrent order.  This order must meet all of the following criteria:

1. All of the concurrent orders must contain identical provisions.

2. The boundaries of the venue district must be defined to be coextensive with the combined boundaries of each of the cities and counties creating the district.

3. The number of directors on the district board of directors must be designated.  State law requires at least four directors on the board.

4. The directors must be appointed by the mayors (if only cities are forming the district), or the county judges and mayors (if cities and counties are forming the district).

5. The concurrent orders must designate the manner in which the chair of the board will be appointed.

TEXAS CITIES THAT HAVE ENTERED THE VENUE TAX PROCESS

The following cities have submitted information to the Comptroller’s Office prior to a venue tax election.  The Comptroller’s Office does not track which cities have actually adopted a venue tax.

CITY
VENUE PROJECT

El Paso
Sun Bowl Stadium

Dallas
Arena

Amarillo/Potter County
Rodeo arena/civic center

Austin
Convention center/greenways project; 

Community events center

Arlington
Johnson Creek Project 

Bedford
Stormy Jones Park expansion

La Marque
Multi-purpose arena/stadium

Houston/Harris County
Basketball arena

San Antonio/Bear County
Spurs Arena

San Antonio
Community arena complex/municipal improvements; 

Park improvements/open space acquisition

Galveston
Convention Center expansion

Grand Prairie
Parks & recreation system project

Hill Country Village
Municipal improvements

Laredo
Minor League hockey team arena

La Marque

The City of La Marque is working through the venue project tax process in an effort to construct arena for a major league hockey team.  The City has worked with other cities and Galveston County and there is a potential to create a venue district with these entities.  An impact analysis is currently underway to determine what benfits these entities might derive from joining the district.  Although financially beneficial, the City of La Marque expressed some concern about creating a district because of the potential for the project to be moved to another location within the district.  

If La Marque uses a venue tax option, it is likely that it will use the additionalhotel/motel tax.  However, because La Marque has only two hotels, this option is probably not a worthwhile revenue source unless a district is created.  The City plans on owning both the land and the building, and entering into a long-term lease agreement with the hockey league.  Both the developer and the hockey league will provide some project financing.  The City has committed to not using general fund revenues to finance the project.  Revenue sources in addition to the venue tax may include revenue bonds, grants, and donation.  In addition, as with other professional sporting venues, admission fees will be charged. 

Hill Country Village

Hill Country Village has just adopted a venue project and a venue financing method.  They will use a vehicle rental tax between .5% and 5%.  Although the financing method has been decided, the percentage will not be decided by their council until September.  They have one vehicle rental agency in the community.  There is some concern that this business will now leave. 

 Hill Country Village will use this tax to finance emergency vehicles and equipment.  No general fund revenues will be used.  The Hill Country Village EDC will contribute additional funds to make these purchases.

Galveston

Galveston held an election last fall to adopt the full 2% additional hotel/motel tax.  The funds were to be used to finance a portion of a public--private Convention Center expansion.  The remaining revenues were to be provided by a private developer.  The issue failed and the City will not move forward with this expansion at this point.

Waco

While the City of Waco was not included in the State Comptroller’s list of cities that have submitted venue tax information, the College Station Parks and Recreation Board suggested that we contact them.  The Finance and Budget departments at the City of Waco are not aware of any intention to pursue a venue tax at this time and do not know of any projects for which it may have been considered.

Arlington

The City of Arlington proposed a quarter cent sales tax under the venue tax legislation to partially fund the Johnson Creek project, a parks infrastructure project.  The issue failed.  The City of Arlington had also previously proposed a half cent sales tax for a Smithsonian venue.  This issue also failed.

Grand Prairie

The City of Grand Prairie is currently using two forms of the venue tax.  The first venue has been defined by the City as the entire parks and recreation system.  The tax that supports this venue is a quarter cent sales tax.  The revenues fund improvements and enhancements and a portion of operating expenses associated with new facilities.  Other revenues that support these improvements, enhancements, and operations include a subsidy from the General Fund (Parks and Rec. is contained in a separate fund in order to accommodate the venue tax requirements) and parks fees.  No more than 25% of the venue tax is used to fund operations.  Because the venue was defined as the entire park system, funds must be spent on each parks facility in the City.  At the time of the decision to use the venue tax, Grand Prairie was not at its maximum sales tax, so no other taxes were reduced to allow for the use of the venue tax.

The second venue tax utilized by Grand Prairie is the additional 2% hotel/motel tax.  This venue tax provides funds for a public/private conference center/hotel development.  Windham Hotels is the private partner in the development of the hotel and the City is funding the co-located conference center through the venue tax and TIF revenues.  This tax has been in place since 1999.

Bedford

In 1999, the citizens of the City of Bedford failed a venue tax issue on the ballot by a 2-1 margin.  The venue tax would have been an additional half-cent hotel/motel tax format.   The funds were to have been used to fund the Stormy Jones Park Project, a large competitive softball complex concept.  Although there is an Attorneys General’s Opinion that appears to prohibit this use for the hotel/motel tax format, the Bedford Finance Manager noted that because the original language is ambiguous, their discussions with the AG concluded with the determination that their softball field concept was a suitable venue for this tax.  He strongly suggested speaking with the Attorney General regarding the specifics of any parks project before determining whether it would be eligible for a particular tax format.

Ultimately, the issue failed for two reasons.  First, the acquisition of land for the complex became an issue of eminent domain and was strongly opposed by the voters.  Second,  the hotel/motel association in Bedford strongly opposed the issue on the grounds of competitiveness and launched a high-profile campaign against the venue tax.  The finance manager could not speculate on what other revenues may have been contributed to the project if it had passed because the Council has since put aside the project altogether due to the issue’s failure.  He did say that the revenue that would have been generated by the complex would have been based on league and tournament fees.

Amarillo/Potter County

The City of Amarillo and Potter County created a venue tax district utilizing two venue taxes in 1998.  The venue project is an Events Center and an expansion of the current Civic Center.  The project is financed through a 5% short-term car rental venue tax and the additional 2% hotel/motel venue tax.  No other funds have been used or are committed to finance the project, with the exception of contributions.  Any anticipated revenues from the project will go towards maintenance of the facilities.

San Antonio

The City of San Antonio began collecting a 1.75% additional hotel/motel tax in January 2000. The City collects the tax on behalf of the venue district, which encompasses the Bexar County.  This venue tax is a funding source for a community arena complex and associated municipal improvements.

Austin

The citizens of the City of Austin approved two venue projects and two venue taxes in 1998.  The first venue is a set of 2 associated projects that include a convention center and the Waller Creek project, which includes land acquisition and greenway development.  This venue is funded through the 2% additional hotel/motel tax.  When the convention center is operational, the City will charge a fee to users.  The second venue is a Townlake Park, a performing arts venue.  The planning and construction of this venue is funded through a 5% short-term car rental venue tax.  The agreements have not yet been finalized with regard to the facilities operation and a fee system has not been determined.

