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January 27, 2010

Tourism Department Joins Legislative Effort to Secure Permanent Funding Source for its Advertising

Michael Cerletti, Secretary of the New Mexico Tourism Department, today announced the introduction of Legislation that would create a permanent funding source of the Department’s advertising efforts.

The Legislation - House Bill 189, sponsored by Rep. Jim Trujillo (D-Santa Fe) - was introduced today.
This bill would establish a tax rate of 1/4 of 1% on restaurant sales that would generate an estimated $6 million-$6.5 million annually. This legislation would not only provide the Department with a dedicated source of advertising funding; it would effectively double the current tourism advertising budget while eliminating the need for the $3 million-$5 million in General Fund money that annually covers this portion of the Department’s budget.

“Tourism is New Mexico’s largest private-sector employer and second-largest private-sector industry, generating $739 million in tax revenues while employing more than 110,000 New Mexicans in 2007,” Sec. Cerletti said. “Without continued hard work, creative thinking and a dedicated source of funding, however, it will be difficult for New Mexico to remain the popular destination it is today. If that should happen, then all New Mexicans would suffer financially.”

The restaurant tax would be imposed “on the gross receipts of a prepared food or alcoholic beverage retailer” from the sale of prepared food and beverages (including alcoholic beverages), and deposited in the “tourism promotion fund” in the state treasury. The funds deposited can only be used by the department for the “advertising and promotion of New Mexico tourism.”
A “prepared food or alcoholic beverage retailer” is defined as an establishment where meals are prepared and served primarily for on-premises consumption, with a dining room, kitchen and the employees necessary for preparing, cooking and serving meals.
To put the discretionary tax in perspective, the consumer would pay an additional 12.5 cents on a dinner tab of $50. If a family spends $50 every week dining out, its additional tax for an entire year would be $6.50.

Research from New Mexico and other states has shown that for every $1 spent on tourism advertising, visitors spend an additional $40. In other worlds, the $6.5 million generated by the restaurant tax each year would result in an estimated $260 million in additional visitor spending and $20.3 million in additional state and local taxes each year.

The legislation has the support of the Tourism Association of New Mexico, the New Mexico Lodger’s Association and the New Mexico Restaurant Association, as well as other trade associations.
“I cannot overstate the fact that tourism is vital to the health of the state’s economy, generating $5.7 billion in 2007,” Sec. Cerletti said. “We understand the difficulties many New Mexicans are facing in these difficult economic times. We are committed to doing our part in helping meet these needs. No industry positively impacts the bottom line more than tourism.”
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