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COVID19	Sales	Tax	Impacts	on	63	Utah	Cities	

Summary	

Because	the	COVID19	has	no	precedence	it	has	been	difficult	to	track	and	forecast.		
The	simple	models	we	use	in	this	report	utilize	recent	U.S.	survey	data	to	
approximate	the	impact	on	63	cities	for	the	period	between	March	2020	and	
February	2021.		Then	we	calculate	these	factors	into	fiscal	years	2019-20	and	2020-
21.		Overall,	we	estimate	that	the	total	for	the	sales	tax	distributions	of	the	63	cities	
will	decline	3.5%	and	5.4%	in	fiscal	year	2019-20.		Growth	rates	will	range	from	-
7%	in	Vernal	to	positive	11%	in	Eagle	Mountain.	

Next	year,	we	expect	another	drop	in	distributions,	but	only	by	2.5%.		Quarterly	
percentage	changes	in	should	improve	at	the	end	of	the	fiscal	year	2020-21	(-20%,	-
10%,	5%	and	15%)	when	they	will	compare	favorably	to	the	second	half	of	fiscal	
year	2019-20.			

When	we	first	started	this	project,	we	thought	there	would	be	much	bigger	negative	
impacts,	but	because	the	first	eight	months	of	fiscal	year	2019-20	distributions	were	
so	strong,	they	took	the	edge	off	the	-25%	to	-36%	declines	the	last	four	months	the	
last	of	the	fiscal	year	will	probably	bring.			

By	this	November’s	sales	tax	distribution	we	will	get	a	better	handle	on	the	
trajectory	of	the	pandemic	in	fiscal	year	2020-21.		Of	course,	cities	are	trying	to	
create	budgets	right	now.	

	

The	Strong	Eight	Months	Between	July	2019	and	February	2020	
Help	Soften	The	Blow	of	COVID19		

The	COVID19	pandemic	is	unprecedented	in	recent	history.		We	certainly	don’t	have	
any	magic	bullets	to	forecast	this	event	with	our	current	economic	models.		The	
approach	we	take	here	is	to	estimate	the	impact	in	each	city’s	economic	sector	from	
recent	calendar	year	2019	data	from	the	Tax	Commission.		The	duration	of	the	
impact	is	for	an	entire	year.		It	is	based	on	survey	data	from	various	sources	that	
surveyed	U.S.	consumer	sales	in	March	and	April	2020.		Our	sources	come	from	the	
U.S.	Census	Bureau,	Earnest	Research	and	the	University	of	Michigan	(Table	1).	

Based	on	these	surveys	(Table	1)	and	our	experience	we	have	made	reasonable	
estimates	at	trends	in	spending	for	an	entire	year,	probably	the	year	from	March	
2019	through	February	2020	(while	this	doesn’t	exactly	conform	to	the	cities’	July	to	
June	fiscal	year,	we	modify	our	results	to	form	fiscal	year	estimates).	
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Table	1.		Recent	Trends	in	U.S.	Consumer	Spending	

Retail	Categories	 Direction	 Source	
	Vehicles		 -11%	 University	of	Michigan	
	Vehicles					 -35%	 Earnest	Research	
	Vehicles		 -24%	 U.S.	Census	Bureau	
Homes	 -21%	 University	of	Michigan	
Large	Household	Appliances	 -46%	 University	of	Michigan	
Grocery	Stores	 +	29%	 U.S.	Census	Bureau	
Clothing	Stores	 -51%	 U.S.	Census	Bureau	
Gasoline	Stations	 -18%	 U.S.	Census	Bureau	
Restaurants	 -45%	 Earnest	Research	
Sporting	Goods,	Toys,	Books	 -23%	 U.S.	Census	Bureau	
Sporting	Goods,	Toys,	Books	 -65%	 Earnest	Research	
Nonstore	Retailers	–	Internet	and	
Catalogue	

+	10%	 U.S.	Census	Bureau	

Department	Stores	 -45%	 Earnest	Research	
Electronic	Stores	 -33%	 Earnest	Research	
Lodging	 -85%	 Earnest	Research	
Theaters	and	Events	 -95%	 Earnest	Research	
Health	Care	 -25%	 Earnest	Research	
Drug	Stores	 -24%	 Earnest	Research	
	

For	about	one	fourth	of	the	63	cities	we	studied,	the	impact	of	the	pandemic	fits	very	
close	to	the	State	of	Utah’s	impact.		Those	cities	responding	similarly	to	the	State	
are:		

1) Draper	
2) Hurricane	
3) Layton	
4) Lehi	
5) Midvale	
6) North	Salt	Lake	
7) Orem	
8) Price	
9) Richfield	
10) 	Salt	Lake	City	
11) 	Sandy	
12) 	South	Salt	Lake	City	
13) 	Spanish	Fork	
14) 	Taylorsville	
15) 	West	Valley	

Table	2	presents	Orem’s	fiscal	impacts	by	38	economic	sectors.		Orem’s	pattern	of	
declines	are	similar	to	the	State	of	Utah’s.		For	Orem’s	$2.63	billion	in	taxable	sales	
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last	year,	a	Moderate	Scenario	decline	of	-11.7%	is	possible.			The	Pessimistic	
Scenario	predicts	a	near	30%	drop	in	taxable	sales.			This	compares	closely	to	the	
State	of	Utah’s	-11.6%	Moderate	Scenario	decline	and	-28%	Pessimistic	Scenario	
fall.		For	Orem,	large	declines	may	be	felt	in	Wholesale	Durable	Goods,	Motor	Vehicle	
Dealers,	Clothing,	General	Merchandise,	and	Food	Services.		The	Food	and	Beverage	
Store	sales	increase	14%	will	partially	offset	the	above	declines.	

The	rest	of	the	63	Cities	individual	impacts	are	in	the	Appendix	(Appendix	–	COVID19	
Fiscal	Impact	on	Each	City.pdf).	

Table	2.		Orem	COVID19	Fiscal	Impact	

	

Larger	declines	will	be	felt	in	cities	with	heavy	tourist	spending,	or	cities	that	draw	
in	neighboring	consumers	into	their	retailers.		More	than	25%	declines	may	be	felt	
in	the	last	four	months	of	fiscal	year	2019-20	in	the	following	cities:	

1) Farmington	
2) Kanab	
3) Moab	
4) Park	City	
5) Riverdale	
6) South	Ogden	
7) Springdale	
8) West	Bountiful		
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The	Pluses	and	Minus	of	Lagged	Distribution	Data	

The	last	four	months	of	fiscal	year	2019-20	can	be	looked	at	two	ways.		On	the	down	
side,	distribution	lags	from	actual	sales	by	two	months	prevent	us	from	seeing	
pandemic	impacted	data	until	May	20th	and	June	20th	for	March	and	April	spending,	
respectively.		This	makes	forecasting	more	difficult.	

On	the	positive	side,	significant	COVID19	related	declines	in	May	through	August	
2020	distributions	will	be	mitigated	by	the	strong	distributions	from	September	
2019	through	April	2020,	which	were	up	7.1%	for	the	63	cities.	

	

Current	Year	Estimates		

We	estimate	fiscal	year	2019-20	sales	tax	growth	in	Table	3.		This	is	based	on	the	
first	eight	months	of	“hard	data”	from	the	distributions	that	are	“in	the	bank”	and	
our	estimates	for	the	remaining	four	months	of	March	to	June	sales	(May	to	August	
distributions,	under	GAPP).		We	used	a	80%	Pessimistic	Scenario	weighting	and	a		
20%	Moderate	Scenario	weighting.	

Because	the	first	eight	months	of	the	current	fiscal	year	grew	very	fast	at	a	7.1%	
rate,	the	momentum	takes	the	edge	off	an	estimated	25%	decline	in	the	last	four	
months	of	fiscal	year	2019-20.		During	the	first	eight	months	the	range	of	
distribution	changes	ran	from	-3%	in	Roosevelt	to	positive	21%	in	Eagle	Mountain,	
averaging	7.3%	for	the	63	cities.	

Over	the	final	four	months	of	fiscal	year	2019-20,	we	expect	to	see	significant	
declines	–	close	to	the	Pessimistic	Scenario.		If	we	use	an	80%	weight	for	the	
Pessimistic	Scenario,	the	decline	will	be	almost	25%	for	the	last	four	months	of	the	
fiscal	year	2019-20.		The	first	eight	months,	weighted	at	66.67%	(8/12ths	of	a	year)	
contributes	4.9%	growth.		This	growth	is	offset	by	a	-24.8%	in	the	last	four	months	
(4/12ths	of	year)	equaling	-8.3%.		The	sum	of	these	two	amounts	equals	a	3.5%	
decline	for	the	current	fiscal	year	for	all	63	cities	(last	row	in	Table	3).			

Because	the	model	is	dynamic	we	can	calculate	the	impacts	of	different	scenarios.		If	
the	last	four	months	come	in	20%	worse	than	the	Pessimistic	Scenario	(-36%),	the	
cities	would	see	a	5.4%	decline	in	distributions	for	fiscal	year	2019-20.	
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Table	3.		FY2019-20	COVID19	Sales	Tax	Impact	for	63	Utah	Cities	
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Chart	1.	
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Fiscal	Year	2020-21	Forecast	

At	this	point,	the	view	out	into	next	fiscal	year	is	murky.		We	assume	a	gradual	
return	to	positive	growth	may	not	occur	until	the	second	half	of	fiscal	year	2020-21		
(Table	4).	

	

Table	4.	

	

1%	Sales	Tax	Distributions	(Year	over	Year	Percentage	Changes)	

FY2019-20	

1st	quarter								 +		3.5	%		actual	

2nd	quarter				 	 +10.0	%	actual		

3rd	quarter				 	 -	10.0	%	estimate	

4th	quarter				 	 -	25.0	%	estimate	

Total	FY	2019-20		 	-3.3	%	to	-	5.5	%	

________________________________	

FY	2020-21				

1st	quarter	 	 -20	%	

2nd	quarter	 	 -10	%	

3rd	quarter	 	 +		5	%	(this	would	be	+5%	over	the	-10%	prior	year)	

4th	quarter	 	 +15	%	(this	would	be	+15%	over	a	very	negative	fourth	quarter	FY20)	

Total	FY	2020-21				 -2.5	%	

	

	
	


