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Policy Overview

Major tax types
* lIncome tax
e Sales and use tax
* Property tax

Selected other taxes
* Excise taxes on beer and cigarettes and tobacco
* Motor fuel tax
e Severance tax on oil, gas, and mining



Policy Overview

FY-2019 total revenue
for state and local
governments from

three major tax types:
$12.6 Billion

Source: Utah State Tax Commission

Property,
$4B, 31%

Sales,
$4.3B, 34%



Policy Overview

= Base x Rate = Tax Revenue

what is taxed

e Rate:




Income Tax: what is taxed?
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no income

Source: Federation of Tax Administrators




Income Tax: what is taxed?

(Taxable income x 4.95%) - Credits = Tax

Exemption: Credit:

subtract from subtract from
taxable income, taxes owed




Income Tax: what is

Taxpayers tax credit

taxed?

Other credits (nearly 40)




Income Tax: Who pays?

Percentage of Total Utah Tax Paid by AGI Group

Total taxes paid: $4 M Total returns filed: ~1.3 M
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Income Tax: where does it go?

State’s

Education
Fund

people w/
disabilities

Public Higher
education education

“All revenue from ... atax on
income shall be used to support
the systems of public education
and higher education ... and to
support children and to support
individuals with a disability.”

2020 Constitutional Amendment: voters approved the
expansion of the use of income tax.

HB 357 (2020 General Session): adopted statutory
framework that stabilizes education funding.



Sales & Use Tax: what is taxed?

Combined State & Average Local Sales Tax Rates, July 2021
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Source: Tax Foundation



L
= Sales & Use Tax: what is taxed?

Sale, lease, and rental of goods (“tangible personal property”)

Food (prepared and unprepared)

Gas, electricity, heat, coal, etc. (commercial/residential),
Hotel and motel accommodations and services
Telecommunication services

Certain cleaning services (dry cleaning, pet cleaning, etc.)
Repair or renovation of tangible personal property

Sale or repair of products transferred electronically




Sales & Use Tax: what is taxed?

Selected exclusions Types of exemptions




Sales & Use Tax: Growth

Comparison of Income and Sales Tax Collection Over Time
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Sales and Use Tax: Rates

Sum of Local
Tax Rates

State Tax Rate o

What is being
What is being purchased?

purchased? Where is it
being
purchased?




Sales & Use Tax: Rates

General purpose (applied statewide)

Selected additional local option sales taxes:

Salt Lake City: 4.85% + 1.0% + 0.25% + 1.65% = 7.75%




Sales & Use Tax: Rates

Source: Utah State Tax Commission



Sales & Use Tax: where does it go?

Local,
$1,490,147,226 ,
35%

FY 2019 total sales &
use tax revenue:
$4.3 Billion

State,
$2,813,865,543,
65%



Sales & Use Tax: Where does it go?

Source: Utah State Tax Commission



Property tax: what is taxed?

All tangible property
shall be “assessed at a
uniform and equal rate in
proportion to its fair
market value.”

Source: Utah Constitution, Article VIII, Section 2




Property Tax: what is taxed?

Utilities. 206.768.074. 5% Motor vehicles, 202,789,173, 5%

Natural Resources,
124,461,153, 3%
Personal,

236,684,691, 6%
Other real,

2019 Total 384,607,904, 10%
Property Taxes Commercial,
849,388,884,
Cha rged : 21%
$4.0 Billion




Property Tax: what is taxed?

Selected exemptions based on Selected exemptions based on use
ownership

* 45% of the fair market value of
residential property




Property Tax: Rates

Truth in Taxation laws

rate that will generate the same revenue as

collected the previous year

revenues

Certified Tax Rates




Property Tax: where does it go?

Spec_ial §ervice _12%
districts
Cities/towns _14%
Schools districts | -
County _16%

0% 10% 20% 30% 40% 50% 60% 70%

Based on 2019 Property tax revenue



Base

Rate

Use

Income Tax

income earned in Utah
(starting point federal
adjusted gross income)

4.95%

state education fund;
constitutionally
mandated uses

Sales & Use Tax

purchase or sale price

Property Tax

assessed value of tangible

of certain transactions property (real property & certain

(mostly goods; few
services)

multiple and stacked
(state and local rates);
range 6.10% - 9.05%

state revenue to
general fund; local
revenue to local funds

business personal property)

multiple and stacked (counties,
cities, school districts, special
service districts); adjusted to
maintain revenue

hearly 60% to school districts;
remainder to other local
government



Tax Policy Principles Income Income Sales & | Property
(personal) |(corporate) | Use

Reliability Lower - more | Lower - more Higher Higher
(stability, certainty & sufficiency) volatile volatile

Equity Can be higher Varies Lower Varies
(vertical & horizontal)

Ease of compliance & Higher Varies Varies Higher
administration

Responsiveness to interstate & Varies Varies Varies Varies
international competition

Economic neutrality Lower Varies Varies Varies
Accountability Higher Lower Lower Higher

Source: NCSL
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