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M E M O R A N D U M  

DATE: January 4, 2005   

TO: City Council Members 

FROM: Russell Weeks 

RE: Utah League of Cities & Towns – Single-rate Sales Tax 

CC: Cindy Gust-Jenson, Rocky Fluhart, Ed Rutan, Gary Mumford, Lynn Pace, Jennifer 
Bruno, Vicki Pacheco 

 
 Most of this memorandum is a brief summary of a discussion at the Utah League of 
Cities & Towns Legislative Policy Committee meeting held December 14 in North Salt Lake 
about potential legislation to implement a single statewide sales tax rate. 
 
 The key point of discussion at the meeting was a presentation by League tax policy 
consultant Roger Tew on a bill to reduce 92 different sales tax rates in Utah to a single statewide 
rate. The bill – as of January 4 – remained under preparation and was unpublished. Rep. Wayne 
Harper, R-West Jordan, is the bill’s sponsor.  
 
 The bill appears to be at least a partial response to Utah State government’s agreement to 
join the Streamlined Sales and Use Tax initiative. According to the Legislature’s Internet website, 
the Legislature enacted laws in its 2003 and 2004 general sessions to make Utah laws conform to 
the agreement. However, the Legislature called a special session last June to postpone the 
effective date of the laws until July 1, 2005, because “it became apparent that some of these new 
provisions could result in tax increases for some taxpayers and could also impose new 
compliance costs for some businesses.” According to the website, the Legislature has listed 
implementation of the tax initiative as a priority, and “may consider legislation to address some of 
the issues regarding these delayed provisions.”   
 

The Streamlined Sales and Use Tax initiative is an agreement made by 31 states in 
November 2002 to simplify retail tax rates so they can tax Internet retail sales. According to the 
National Governor’s Association, the agreement “would establish uniform definitions for taxable 
goods, and would require participating states and local government to have only one statewide tax 
rate for each type of product.” (Italics – Council staff).  

 
However, Congress would have to enact a law allowing states to tax Internet retail sales, 

and – to date – has not done so. Mr. Tew, in response to a question from Midvale Mayor Joanne 
Seghini, said the enactment of Rep. Harper’s bill would not guarantee that Congress will allow 
states to tax Internet retail sales. He said the states have an option of petitioning the Supreme 
Court if Congress does not authorize them to tax Internet retail sales. 

 
Mr. Tew said the Legislature was certain to pass Rep. Harper’s bill. He said the upside to 

supporting the bill would be that Utah cities would have a voice in the bill’s final version. 
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Executive Director Mr. Bullock said cities would have the opportunity to “minimize the negative 
effects of the bill” and secure a consistent revenue stream. 

 
According to League staff, the bill’s key points are: 
 

• Taxes such as the resort community tax, the ZAP tax, the RAP tax, and the 
city/county rural hospital tax would be eliminated. The resort community tax 
would be replaced by a gross receipts business license tax. 

• Sales tax earmarked for the Utah Transit Authority would be extended 
countywide in Utah, Cache, Tooele, Box Elder and Summit counties. In counties 
where there is no mass transit system, counties could enact a sales tax levy equal 
to the transit tax to pay for highway and road construction and maintenance. 

• The single statewide tax rate would protect revenue streams that pay off bond 
debt such as the ZAP tax.  

• The bill would contain a local option “hold harmless” provision for cities. 
However, the hold harmless provision would be a dollar figure instead of a 
percentage of sales tax revenue. The hold harmless provision also would expire 
“over time.” Ultimately, all sales tax levies would become part of general fund 
levies. 

• League staff estimated that ultimately the local government share of sales tax 
would rise from 1 percent to 1.1 percent or 1.4 percent. 

• While Rep. Harper’s bill does not address changes to the sales tax distribution 
formula, there has been some discussion about changing the formula. The current 
distribution formula of 50 percent point-of-sale and 50 percent population would 
remain and continue except for sales tax generated by new “big-box” retailers. 
Revenue from future big-box retailers would be distributed wholly by percentage 
of population. 

• According to a League staff memo, “A consequence of a single statewide rate is 
that local governments will have for all practical purposes ceded future sales tax 
headroom to state government.” As a result, the bill might contain an “inflation 
adjustment” that would allow cities to adjust property tax revenue without 
holding a truth-in-taxation hearing within the level of the inflation adjustment.” 

 
Reaction to the proposal was mixed, although Bountiful City Manager Tom Hardy 

guaranteed that no city would lose money if the Legislature passes the bill. Several committee 
members requested financial figures from League staff on the potential effect the bill would have. 
At the December meeting, the League’s Mr. Bullock and Mr. Tew said financial figures would be 
prepared as soon as some details of the bill are worked out and other points are negotiated. 
According to a League e-mail on Tuesday, the League is waiting for financial analyses from the 
Office of Legislative Research & General Counsel. Some information may be available at the 
Thursday briefing. 
 
Issues/Questions for Consideration 
 
 The following is a list of questions the City Council may wish to consider in relation to 
the proposed bill: 
 

• What are the upsides for Salt Lake City to support the bill? 
• What are the downsides to Salt Lake City if the Legislature passes the bill? 
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• What specific items remain to be negotiated in the proposed bill, and who is involved in 
the negotiations? 

• Who is supporting the bill to the point where its passage is assumed to be assured? 
• Which specific business groups or other groups have endorsed or voiced support of this 

bill? 
• Do the bill’s supporters include: Governor Huntsman, the Association of Utah Counties, 

the Salt Lake County Council, County Mayor Corroon, and the Salt Lake Chamber of 
Commerce? 

• What is the position of Salt Lake City’s Administration in regard to the bill? 
• What is the difference – if any – of a single statewide sales tax proposed in Rep. Harper’s 

bill, and “one statewide tax rate for each type of product” contemplated under the 
Streamlined Sales Tax Agreement of 2002? 

• The Legislature passed the streamlined sales tax as part of an effort to collect sales taxes 
from Internet sales. What is the likelihood that Congress or the Supreme Court will 
authorize states to collect sales taxes from Internet sales in the future? 

• How will Utah and its cities be affected if Congress does not authorize states to collect 
taxes from Internet sales? 

• How many Internet and mail order businesses are voluntarily complying with Utah’s 
streamlined sales tax law now? 

  
  

 
 
  

     
 
 

 


















