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Memorandum

To: Members of the Revenue and Taxation Interim Committee

From: Phil Dean, Bryant Howe, and Rebecca Rockwell

Date: November 9, 2012

Re: Sales and use tax earmarks and water funding

Several committee members have had questions or asked for
information about (a) the existing earmarks of sales and use tax
revenues and (b) water funding.  

This memo, the attached table “Earmarks of State Sales and Use Tax
Revenues,” and Utah Code Section 59-12-103, provide a summary of
state sales and use tax earmarks. The enclosed briefing paper
addresses Utah’s system of water distribution and funding.

State Sales and Use Tax Earmarks

Most state sales and use tax revenues are currently deposited into the
state’s General Fund. However, in recent years an increasing amount
of revenue has been set aside or “earmarked” for certain purposes
(and is therefore not available as unrestricted General Fund revenue).

The attached table provides information about the current state sales
and use tax earmarks. This list includes only state sales and use tax
earmarks and does not include earmarked revenues from other taxes
(such as income taxes earmarked for public and higher education, and
motor fuel and special fuel taxes earmarked for transportation
purposes). 

As the table shows, current state sales and use tax earmarks are
estimated to be nearly $420 million in FY 2012-13. Of this, various
water earmarks are projected to receive nearly $30 million, various
transportation earmarks nearly $390 million, and one other earmark
about $0.5 million. The combined total of these earmarked revenues
constitutes about 20% of total state sales and use tax revenues.
Looking just at sales and use tax revenue growth in FY 2012-13,
approximately 70% of the year-over-year revenue growth will be
earmarked.  Although these estimates are subject to change somewhat
as new revenue estimates are adopted, the general percentages
should be fairly similar.

The high percentage of the year-over-year growth that is earmarked is
largely due to a new earmark taking effect in FY 2012-13 that earmarks
30% of the growth above the FY 2010-11 sales and use tax revenue
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amount to the Transportation Investment Fund of 2005.  Because this 30% of revenue
growth earmark is relative to a base of two years ago rather than the most recent fiscal
year, nearly 60% of the new FY 2011-12 to FY 2012-13 sales and use tax revenue
growth will go to the new earmark. Combining this new earmark with previously existing
earmarks pushes the total of new sales and use tax revenues that are earmarked to
about 70% in FY 2012-13.

Please feel free to contact us with any questions.


