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Road Travel Rebate Incentive Program (RoadTRIP)

DETAILED TALKING POINTS FOR OPERATORS

What is RoadTRIP?

· RoadTRIP is a proposed three year pilot program designed to help increase both the number and frequency of cross border road trips by U.S. visitors as well as the value of goods they purchase during their stay in Canada.

· RoadTRIP would provide U.S. visitors with a financial incentive in the form of a limited and specific rebate of the 5% GST paid on goods purchased in Canada which they are taking back to the United States at the end of their visit.

· RoadTRIP would only be available through federally regulated duty free stores operating at land border crossings, thereby incenting U.S. visitors to travel to Canada by car through border communities in every province from New Brunswick to British Columbia.
· RoadTRIP would be promoted and marketed to U.S. tourists by Canadian businesses as a reason to Take ‘5’ and consider a cross border road trip to Canada.
· Among OECD countries with national or federal value-added sales taxes, Canada is virtually alone in not having some form of tourism refund incentive.

Are we asking the government to reinstate the GST Visitor Rebate Program?

· No.  The GST Visitor Rebate Program allowed visitors to receive a tax rebate through third party foreign companies after they had left the country.  RoadTRIP is a very different program that would only allow rebates in Canada through federally regulated businesses.
Why should the government create RoadTRIP?

· Canadian border communities, local businesses and area retailers are suffering due to reduced tourist traffic, unstable exchange rates, surging e-commerce, fluctuating gas prices, border congestion and, perhaps worst of all, significantly lower U.S. sales taxes.
· Since 2002 the annual number of US visitors to Canada has declined by 23.9%. The number of same day visitors (mostly road travellers) has declined by 55.9%, and overnight trips are down 26%.  

· In that same period, the total value of goods purchased by overnight visitors to Canada has declined by approximately 35% with sales at land border duty free stores alone down by roughly 40%.
How significant is the difference between Canadian and U.S. sales taxes?
· Sales taxes in Canada’s border provinces range from 5% to 15%, whereas the sales tax in adjacent U.S. border states range from 0% to 8.8%.  Even a low-tax province like Alberta, which only has 5% GST, has to compete with Montana, which has no sales tax.

· A 5% RoadTRIP rebate would therefore help level the playing field for retailers and businesses operating in each of the 7 provinces who share a land border with U.S. states.
	Province
	GST/HST
	State
	State/Local Tax

	New Brunswick
	13%
	Maine
	5.5%

	Quebec
	15%
	New Hampshire
	None

	Ontario
	13%
	Vermont
	6.14%

	Manitoba
	13%
	New York
	8.47%

	Saskatchewan
	10%
	Michigan
	6%

	Alberta
	5%
	Minnesota
	7.19%

	British Columbia
	12%
	North Dakota
	6.55%

	
	
	Montana
	None

	
	
	Idaho
	6%

	
	
	Washington
	8.8%


How would RoadTRIP help reverse those trends?

· RoadTRIP would be an important part of the government’s overall efforts to increase tourism, job creation and economic competitiveness.   Combined with lower gas prices and more favourable exchange rates, it would help influence travel and purchase decisions.

· Because RoadTRIP rebates would only be available at land border crossings, we believe it would represent an important additional factor taken into account by U.S. visitors traveling to Canada – especially for those coming from U.S. border states.

· In our experience, at least 60% of U.S. visitors who receive a rebate will use it to towards a final purchase in a Canadian duty free store.  This is significant given that land duty free stores are the last opportunity to repatriate sales to U.S. visitors returning home.

· Land border duty free stores serve over 3 million U.S. travelers per year and are a vital sales channel for Canadian wine, spirits, confections (maple syrup, chocolate), souvenirs, arts and crafts.  As an example, 75% of Inniskillin ice-wines are sold in duty free stores.

How would it help Canadian border communities?

· RoadTRIP would help Canadian border communities in at least three ways.  First, it would help increase the flow of traffic through their area – increasingly the potential for U.S. visitors to eat in local restaurants, fill-up at local gas stations and shop in area stores.

· RoadTRIP would incent U.S. visitors to travel to Canada by car through land border communities instead of bypassing them by flying directly in to major urban centres.  
· Second, it would help level the playing field for Canadian businesses – especially small and medium sized retailers, competing with U.S. counterparts located in lower-tax communities across the border.  
· Third, it would help generate local employment – particularly for student and youth who are the backbone of the tourism industry across Canada.  
Why do we believe that time is of the essence?

· We believe that RoadTRIP would have a maximum benefit starting in 2015 due to the changes we have seen in gas prices and exchange rates.   If those trends continue, a far greater number of U.S. visitors will seriously consider travelling to Canada.

· The Tourism Industry Association of Canada (TIAC) has also noted that the US economy is recovering; Americans are increasingly travelling abroad; there are now 120 million U.S. passport holders (up 100% since 2001); and no red tape such as visa requirements. 
Why would the rebate only be available at land border duty free stores?
· RoadTRIP is being proposed as a three-year pilot project to establish whether a financial incentive would help influence U.S. travel and purchase decisions.  If proven to work, as we expect, the government could extend and expand it as it sees fit.
· Canada’s 31 land border duty free stores operate on secure sites at each of the busiest border crossings from New Brunswick to British Columbia.  They are therefore uniquely situated to verify that goods purchased in Canada are in fact being exported to the U.S.
· Airport duty free stores would not be able to confirm that goods purchased in Canada were being exported, as many air travelers would check some or all of their purchases with their luggage before passing through security.
· Land border duty free stores are also federally regulated and already provide sales data and related information to the Canada Revenue Agency and the Canada Border Services Agency.  They are therefore uniquely suited to self-administer this type of pilot program.
How would the rebate be processed?
· To qualify for a RoadTRIP rebate, a U.S. visitor leaving the country would first have to provide ID and receipts for eligible goods confirming both the retail location where they were purchased in Canada as well as the amount of GST/HST paid.
· Land border duty free store staff would also confirm that the traveler had the goods in their control and possession for immediate export to the United States.  Smaller goods could be brought into the store, with larger goods inspected at their vehicles.

· If a visitor qualifies for a RoadTRIP rebate, they will receive a cash payment (CDN$) in the amount of the 5% GST paid on eligible goods purchased in Canada and being immediately exported to the United States subject to an administrative processing fee ($2.50).
What types of goods would be eligible for rebate?

· RoadTRIP would apply to almost any type of consumer goods purchased in Canada being immediately exported to the United States with certain limited exceptions.  RoadTRIP would not apply to GST paid on meals, accommodations, entertainment or service charges.

· RoadTRIP would not apply to mail order or internet purchases; goods partially used in Canada (e.g. gasoline, perfume, etc.); vehicles; goods valued over $1,000 purchased for business purposes; goods being exported as freight; or goods requiring an export licence.
Would there be a minimum value purchase in order to qualify?
· No, we propose that RoadTRIP would not have a minimum value threshold.  That said, in order to receive a cash rebate the value of the goods and accompanying receipts would need to be greater than $50 to cover the administrative processing fee.
Why are we proposing an administrative processing fee?
· Visitor rebate programs in other countries are almost exclusively user-pay, not taxpayer subsidized.  We believe the same should be true in Canada. A modest processing fee would help cover administrative costs and help offset any lost tax revenue to government.
How much would this cost the government?
· We project that the gross dollar value of the cash rebates could level off at $9 million by Year Three of the program, with approximately 60% or $5.4 million of those rebates being reinvested in Canadian businesses through duty free store purchases.

· Moreover, the cost of any cash rebates would be offset by the direct and indirect economic benefits realized by border communities and Canadian retailers.

What would be the added administrative burden to government?

· Very little, if any.  The duty free industry is highly regulated and stores regularly provide sales data and other information to government through the Canada Revenue Agency and the Canada Border Services Agency.

· Given its relative size, RoadTRIP would not require Finance Canada to establish a separate program office or allocate significant resources to the administration of the program.  The duty free stores themselves would handle every aspect of rebate processing.

· Land border duty free stores could issue cash rebate payments to U.S. visitors and seek reimbursement from the government on a bi-weekly or monthly basis.  Stores would be subject to a spot audit at any time throughout the duration of the program.
What about the savings realized by cancelling the GST Visitor Rebate Program?

· Almost all of the $78.8 million in savings realized by the cancellation of the GST Visitor Rebate Program came as a result of closing the Visitor Rebate Centre in Summerside, PEI.  Those program costs would not be re-incurred by government under RoadTRIP.
What about provincial taxes or the HST (where applicable)?

· RoadTRIP is being proposed as a federal pilot project, so the tax rebate would be limited to the 5% GST.  The rebate is within falls within the exclusive jurisdiction of the federal government, and would not impact provincial tax revenues.
	Land Border Duty Free Industry at a Glance

	· 33 stores operating in 7 provinces (British Columbia to New Brunswick)
· Total direct and indirect employment approximately 2,500 FTE Canadian jobs.
· Represent approximately $35 million per year in federal, provincial and local taxes
· Operators have invested a total of more $60 million in facilities at border crossings
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