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BUSINESSLICENSE FEES
2005 GENERAL SESSION
STATE OF UTAH

Sponsor: Michael G. Waddoups

LONGTITLE
General Description:

This bill modifies a provision of the Utah Municipal Code related to business license
fees and taxes.
Highlighted Provisions:

Thishill:

» requires municipalities imposing a disproportionate fee or tax on rental housing to
conduct a study of municipal services provided to rental housing under certain
circumstances; and

» prohibits, under certain circumstances, municipalities from levying and collecting a
disproportionate fee or tax on rental housing that exceeds the marginal cost of
providing municipal services.

Monies Appropriated in thisBill:

None
Other Special Clauses:

None
Utah Code Sections Affected:

AMENDS:
10-1-203, as last amended by Chapter 253, Laws of Utah 2003

Be it enacted by the Legidature of the state of Utah:
Section 1. Section 10-1-203 is amended to read:
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10-1-203. Licensefeesand taxes-- Application information to be transmitted to
the county assessor.

(1) For the purpose of this section:

(@) "business' means any enterprise carried on for the purpose of gain or economic
profit, except that the acts of employees rendering services to employers are not included in
this definition;

(b) "telecommunications provider" is as defined in Section 10-1-402; and

(c) "telecommunicationstax or fee" is as defined in Section 10-1-402.

(2) Except as provided in Subsections (3) through (5), the governing body of a
municipality may license for the purpose of regulation and revenue any business within the
limits of the municipality and may regulate that business by ordinance.

(3) (&) The governing body of a municipality may raise revenue by levying and
collecting amunicipal energy sales or use tax as provided in Part 3, Municipal Energy Sales
and Use Tax Act, except amunicipality may not levy or collect afranchise tax or fee on an
energy supplier other than the municipal energy sales and use tax provided in Part 3, Municipal
Energy Salesand Use Tax Act.

(b) (i) Subsection (3)(a) does not affect the validity of a franchise agreement as defined
in Subsection 10-1-303(6), that isin effect on July 1, 1997, or a future franchise.

(if) A franchise agreement as defined in Subsection 10-1-303(6) in effect on January 1,
1997, or afuture franchise shall remain in full force and effect.

(c) A municipality that collects a contractual franchise fee pursuant to a franchise
agreement as defined in Subsection 10-1-303(6) with an energy supplier that isin effect on July
1, 1997, may continue to collect that fee as provided in Subsection 10-1-310(2).

(d) (i) Subject to the requirements of Subsection (3)(d)(ii), afranchise agreement as
defined in Subsection 10-1-303(6) between a municipality and an energy supplier may contain
aprovision that:

(A) requiresthe energy supplier by agreement to pay a contractual franchise feethat is
otherwise prohibited under Part 3, Municipal Energy Sales and Use Tax Act; and

(B) imposes the contractual franchise fee on or after the day on which Part 3,
Municipa Energy Salesand Use Tax is:

(I) repeded, invalidated, or the maximum allowable rate provided in Section 10-1-305
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isreduced; and

(I isnot superseded by alaw imposing a substantially equivalent tax.

(i) A municipality may not charge a contractual franchise fee under the provisions
permitted by Subsection (3)(b)(i) unless the municipality charges an equal contractual franchise
fee or atax on al energy suppliers.

(4) (a) Subject to Subsection (4)(b), beginning July 1, 2004, the governing body of a
municipality may raise revenue by levying and providing for the collection of amunicipal
telecommunications license tax as provided in Part 4, Municipal Telecommunications License
Tax Act.

(b) A municipality may not levy or collect atelecommunications tax or fee on a
telecommunications provider except as provided in Part 4, Municipal Telecommunications
License Tax Act.

(5) (& The governing body of a municipality may by ordinance raise revenue by
levying and collecting alicense fee or tax on:

(i) aparking service businessin an amount that isless than or equal to:

(A) $1 per vehiclethat parks at the parking service business; or

(B) 2% of the gross receipts of the parking service business,

(i1) apublic assembly facility in an amount that is less than or equal to $1 per ticket
purchased from the public assembly facility; and

(iii) subject to the limitations of Subsections (5)(c) [and], (d), and (€) a business that
causes disproportionate costs of municipal services or for which the municipality provides an
enhanced level of municipal servicesin an amount that is reasonably related to the costs of the
municipal services provided by the municipality.

(b) For purposes of this Subsection (5):

(i) "Municipal services' include:

(A) public utilities; or

(B) servicesfor:

(1) police;

(1) fire;

(1) storm water runoff;

(V) traffic control;
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(V) parking;

(V1) transportation;

(VII) beautification; or

(V1) snow removal.

(if) "Parking service business' means a business:

(A) that primarily provides off-street parking services for apublic facility that is
wholly or partially funded by public moneys;

(B) that provides parking for one or more vehicles; and

(C) that charges afeefor parking.

(iii) "Public assembly facility" means a business operating an assembly facility that:

(A) iswholly or partially funded by public moneys; and

(B) requires aperson attending an event at the assembly facility to purchase aticket.

(c) Beforethe governing body of a municipality imposes alicense fee or tax on a
business that causes disproportionate costs of municipal services under Subsection (5)(a)(iii),
the governing body of the municipality shall adopt an ordinance defining for purposes of the
tax under Subsection (5)(a)(iii) what constitutes disproportionate costs and what amounts are
reasonably related to the costs of the municipal services provided by the municipality.

(d) Before the governing body of a municipality imposes alicense fee or tax on a
business for which it provides an enhanced level of municipal services under Subsection
(5)(a)(iii), the governing body of the municipality shall adopt an ordinance defining for
purposes of the tax under Subsection (5)(a)(iii) what constitutes the basic level of municipal
services in the municipality and what amounts are reasonably related to the costs of providing
an enhanced level of municipal servicesin the municipality.

() (i) For purposes of this Subsection (5)(e):

(A) "Disproportionate rental fee' means alicense fee or tax on rental housing based on

the disproportionate costs of municipal services caused by the rental housing or on an enhanced

level of municipal services provided to the rental housing.

(B) "Margina cost" meanstheincreasein the cost of providing municipal services that

is directly attributable to the rental housing and that would not have occurred in the absence of

the rental housing.

(C) "Municipal services study" means a study conducted by a municipality of the cost
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121 of al municipal services that the municipality provides to the applicable rental housing.

122 (ii) (A) Each municipality that levies and collects a disproportionate rental fee that

123  exceeds $15 per unit per yvear shal, before January 1, 2006, conduct a municipal services study.

124 (B) Each municipality that levies and collects a disproportionate rental fee that is $15

125 or less per unit per year and that intends to increase its disproportionate rental fee shall conduct

126 amunicipal services study before modifying its disproportionate rental fee.

127 (iii) (A) Beginning January 1, 2006, a disproportionate rental fee may not exceed the

128 margina cost of municipal services provided to the rental housing as determined in a municipal
129  services study.

130 (B) Subsection (5)(e)(iii)(A) does not apply to a municipality whose disproportionate
131 rental feeis $15 or less and that does not increase its disproportionate rental fee.

132 (6) All license fees and taxes shall be uniform in respect to the class upon which they
133  areimposed.

134 (7) The governing body shall transmit the information from each approved business

135 license application to the county assessor within 60 days following the approval of the

136  application.

137 (8) If challenged in court, an ordinance enacted by a municipality before January 1,
138 1994, imposing a business license fee or tax on rental dwellings under this section shall be
139  upheld unless the business license fee or tax is found to impose an unreasonable burden on the
140 feeor tax payer.

L egislative Review Note
asof 1-27-05 10:27 AM

A limited legal review of thislegislation raises no obvious constitutional or statutory concerns.

Office of L egidative Research and General Counsel



Fiscal Note Business License Fees 01-Feb-05
Bill Number SB0152 2:27 PM

State Impact

Any costs could be absorbed within existing budgets.

Individual and Business Impact

No fiscal impact.

Office of the Legislative Fiscal Analyst



