MEMORANDUM

DATE: NOVEMBER 5, 2009

SUBJECT: Ordinance Amendment — Innkeeper License Tax
Salt Lake City Code - 5.04.160
If ordinance adopted, becomes effective upon fist

publication.
STAFF REPORT BY: Karen Halladay, Budget and Public Policy Analyst
AFFECTED COUNCIL DISTRICTS: ALL
BUDGET IMPACT: The goal of the ordinance amendment is to encourage on-

time filing and payment of innkeeper license tax. However,
there is a potential to collect $54,000 in late fees and
interest payments within the general fund.

NOTICE REQUIREMENTS: Public Hearing

Recommendation from Administration

The Administration is asking the Council to amend the Innkeeper License Tax ordinance, 5.04.160 of Salt Lake
City Code. Amendments to the ordinance include the following:

e Changing the description of accommodations covered by the innkeeper license tax to more closely match
the descriptions provided by the state tax code. This change to the ordinance will pick up nightly rentals of
trailer court sites, provided that they are regularly rented for less than thirty (30) consecutive days.

e Assessing the innkeeper license tax on a quarterly basis, rather than annually.

e Charging late fees and interest for 1) failure to file tax return and information, 2) failure to pay any tax due,
and 3) failure to make timely payments as provided for in Utah Code Annotated Sections 59-1-401 and 59-
1-402.

Late filing or late payment penalties are as follows:
For purposes of Subsection (2)(b), the penalty is an amount equal to the greater of:
- $20; or
- 2% of the unpaid activated tax, fee, or charge due on the return if the return is filed 1-5 days late
- 5% of the unpaid activated tax, fee, or charge due on the return if the return is filed 6-15 days late; or
- 10% of the unpaid activated tax, fee, or charge due on the return if the return is filed more than 15 days
late
Interest penalty is as follows:
0 A 10% interest penalty to be charged on the unpaid or underpaid portion of the tax due.

According to information provided by the Administration, there are 87 Salt Lake City businesses with about eleven
thousand (11,000) room units that are subject to the innkeeper license tax. Innkeeper license tax collections for
2008 were approximately $2.4 million. The 2009 year to date innkeeper license tax collections are just under $1.0
million. Most of the businesses do pay their tax timely. However, based on tax payments from the past six
quarters roughly 10%of Salt Lake City Innkeepers may have been subject to the proposed late filing and payment
penalties, and interest charges. This could result in approximately $54,000 n revenue to the General Fund.
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SUBJECT: Amending Ordinance 5.04.160, Salt Lake City Code, Innkeeper License
Tax

STAFF CONTACT: Lisa McCarver
535-7926

DOCUMENT TYPE: Ordinance

RECOMMENDATION: That the City Council set a public hearing date to discuss the
amendment of Ordinance 5.04.160.

BUDGET IMPACT: General Fund — potential impact of $54,632 annually based
on current list of late filing and unpaid Innkeepers Tax payments. The goal of the
penalty would be to encourage on-time filing and payments.

BACKGROUND/DISCUSSION:

Innkeeper License Tax ordinance 5.04.160 is being amended to change the description of
the accommodations covered to more closely match Utah State Code. A provision for
interest and penalties is being added as allowed for in Section 59-1-401 of the Utah State

Code. ‘
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Currently no interest or penalties are charged for late filing or payments. Adopting this
provision would allow the City to charge a late filing penalty in the amount of:

$20 or:
a. 2% of the unpaid tax for returns filed no later than 5 days after the due
date
b. 5% of the unpaid tax for returns filed no later than 15 days after the
due date
c. 10% of the unpaid tax for returns filed more than 15 days after the due
date.

In addition, the provision allows for a 10% interest penalty to be charged on the unpaid or
underpaid portion of the tax due.

PUBLIC PROCESS: Public Hearing

LOCATION: 451 SOUTH STATE STREET, ROOM 248, SALT LAKE CITY, UTAH B4111-3102
MAILING ADDRESS: PO BOX 145451, SALT LAKE CITY, UTAH B4114-5451
TELEPHONE: BO1-535-7676 FAX: BEO1-535-7682
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