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sic levy and a reduction in county property tax revenues in exchange for imposing a 0.25% county 
option sales tax increase. Without these legislative actions, which were unrelated to Truth-in-
Taxation, annualized property tax growth rate would be close to 7.7%). 

RDA Diversions Impact 
Minimum School                                  
Program Funding 

More than $12.4 million in property taxes 
will be diverted to RDAs from the Minimum 
School Program (MSP) in FY2005. The MSP 
is the primary funding mechanism for public 
education in Utah, accounting for 68% of all 
K-12 operation and capital spending in Utah. 
Had school districts actually received the 
$12.4 million in property taxes, spending per 
WPU would have been $19.30 higher, or 
roughly $25 per student.  

A fundamental component of the MSP is 
the statewide basic levy for education. The 
levy is applied at the same rate statewide and 
is used to equalize funding between school 
districts. The more funding a local school dis-
trict receives from the application of the 
statewide basic levy to the local school dis-
trict’s property tax base, the less state income 
tax dollars that school district receives. 

An RDA in one school district impacts all 
school districts since that school district ends 
up receiving more state income tax dollars 
than it otherwise would have, had there been 
no RDA diversion of basic levy property tax 
revenues. RDAs occur in twenty-seven of 
Utah’s forty school districts. Naturally, the 
thirteen school districts without RDAs as well 
as charter schools are the biggest losers, but 
most of the remaining twenty-seven school 
districts are net losers to the handful of dis-
tricts where RDA diversions are exceptionally 
high. The corresponding table shows districts 
in which RDAs are disproportionately drain-
ing funding from the MSP. Districts with 
negative adjusted diversions either have no RDAs or have disproportionately less RDA diversions 
than other districts. RDA abuses to the MSP are most prevalent in Salt Lake, Park City, Ogden, 
Logan, and Rich districts.  

My Corner-by Mike Jerman   
Using Tax Dollars to Build Soccer Stadium Not 
Based on Sound Fiscal Principles 
(Due to Howard Stephenson’s service in the Utah Senate, this month’s My Corner comes from 
Association Vice President Mike Jerman) 

Real Salt Lake, an affiliate of Major League Soccer (MLS), wants up to $50 million 
in taxpayer subsidies to build a soccer-only stadium in Salt Lake City or Murray. Promoters of the 
taxpayer-subsidized stadium are claiming the stadium will promote economic development in Salt 
Lake County because people, including some out-of-towners, will purchase soccer tickets and eat at 
the restaurants surrounding the stadium. Stadium promoters are also planning on creating a re-
gional sports broadcast production facility that will hire 100 workers.  

Raising taxes to fund a soccer stadium, however, is not economic development but simply 
shifting spending and tax revenues from one Utah location to another. Stadium supporters argue 
that MLS is “new” to Utah and therefore will generate spending that is not currently occurring. 
However, getting households to spend even more than they are spending right now is a lost cause 
since the United States already has one of the lowest (almost 0%) personal savings rates in the 
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RDA Winners and Losers 
District Adjusted 

Diversion 
Per WPU Per Stu-

dent 
Salt Lake $ 3,957,281 $ 127.67 $167.72 
Park City 412,585 75.26 97.95 
Ogden 380,800 23.54 30.02 
Logan 82,324 11.10 14.14 
Rich 1,230 1.14 2.87 
Weber -25,176 -0.68 -0.88 
Granite -154,968 -1.79 -2.26 
Box Elder -47,320 -3.36 -4.48 
Alpine -221,358 -3.42 -4.19 
Jordan -399,351 -4.19 -5.27 
Murray -39,812 -4.81 -6.13 
Provo -109,246 -6.15 -8.18 
Millard -44,455 -9.72 -15.03 
Iron -111,267 -10.99 -14.29 
Tooele -162,814 -11.34 -14.75 
Washington -337,672 -12.40 -15.64 
S. Summit -24,472 -12.66 -18.51 
Carbon -72,470 -13.39 -20.78 
Davis -1,048,622 -13.84 -17.30 
S. Sanpete -60,056 -14.08 -21.93 
Nebo -447,877 -14.30 -18.00 
Sevier -102,863 -16.11 -23.89 
Morgan -41,395 -16.15 -21.04 
Cache -305,100 -17.77 -22.79 
N. Sanpete -60,972 -18.41 -26.36 
Uintah -145,738 -18.57 -25.83 
Duchesne -110,809 -18.96 -28.46 
Beaver -45,287 -19.30 -30.03 
Daggett -10,104 -19.30 -74.30 
Emery -72,818 -19.30 -30.78 
Garfield -41,476 -19.30 -43.80 
Grand -41,410 -19.30 -29.20 
Juab -51,461 -19.30 -26.22 
Kane -47,069 -19.30 -39.36 
N. Summit -31,795 -19.30 -32.25 
San Juan -95,285 -19.30 -32.22 
Tintic -15,416 -19.30 -58.84 
Wasatch -104,291 -19.30 -25.22 
Wayne -21,720 -19.30 -42.01 
Piute -16,599 -19.30 -48.11 
Charters, 
others -140,802 -19.30 -22.58 
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2005 Taxpayer Watch list 
 

Here is a partial list of bills your Taxpayers Asso-
ciation is tracking in the 2005 legislative session. 
For a complete list go to our website: 
www.utahtaxpayers.org 
 
HB78 (Harper) - SUPPORT: eliminate corporate 
income tax; allow double weighting of sales factor. 
HB39 (Ferrin) - SUPPORT: means tested refundable 
tax credit. 
HB197 (Jones) - OPPOSE: Jones-Mascaro Tax; 
increase tax brackets (support), automatic indexing 
(support), EITC, eliminates 50% federal tax deductibil-
ity (oppose), reduces/eliminates dependent exemp-
tions (neutral).  Revenue neutral in the first year (sup-
port), tax increase in later years (oppose). 
HB 307(Dougal) - Support: School districts would 
be out of RDAs unless they choose to opt in. 
HJR1 (Alexander) - Support: Resolution to Con-
gress regarding financial institutions. 
SB 8 (Killpack) - Oppose: allows local government 
to impose a $20 motor vehicle registration fee.  
SB 127 (Hillyard) - SUPPORT: makes changes to 
SST legislation. Fixes unintended tax increases. 
SB 152 (Waddoups) - SUPPORT: makes cities 
consider costs and benefits when determining business 
license fees. 
SB 184 (Bramble) - SUPPORT: prohibits cities 
from using RDAs to bring in retail. 
 

world, and Utah has the nation’s highest bankruptcy rate. Increasing taxes on households that are 
already spending too much and not saving enough is a strange way to promote “economic devel-
opment”, especially since raising taxes reduces the amount of money that households can spend. 
Unfortunately, too many policy makers in Utah associate “economic development” with getting 
Utah households to spend even more money than they ought to spend. 

Stadium promoters point to a study that indicates that millions of dollars will be generated by 
the new stadium construction and operation. However, the study does not accurately account for 
the reduced economic activity created by taxing already heavily taxed businesses and households 
which, as a result of the tax increase, would now have less disposable income than before. The 
study does not accurately account for the reduced economic activity at existing retail businesses 
and restaurants whose profits are 
reduced because consumer spending 
has shifted to the stadium and 
surrounding restaurants. People can 
only eat so much food. Soccer stadiums 
won’t get them to eat more. 

Stadium promoters point to 
“multiplier effects” of government 
spending to justify raising taxes to build 
a soccer stadium. However, private 
sector spending also has multiplier 
effects. Experience in the U.S. and 
throughout the world clearly 
demonstrates that higher tax burdens 
and higher government spending lead 
to lower, not higher,  long term 
economic growth. 

Undoubtedly, stadium supporters 
will eventually argue that the proposed 
tax increase is a very small tax increase, 
less than a couple of hamburgers per 
household per fortnight. However, so-
called small tax increases accumulate 
into very high tax burdens. Utahns 
currently bear the nation’s 3rd highest 
state/local tax and fee burden as a 
percent of personal income and should 
be asking for tax cuts, not tax hikes. 

What is economic develop-
ment? 

Economists agree that long-term economic growth is based on improving business and worker 
productivity which means increasing output per unit of input. Computers, machines, other techno-
logical breakthroughs, and increased worker training and education improve worker and business 
productivity. Soccer stadiums do not. Businesses need to reinvest profits in order to improve pro-
ductivity, expand output, and hire workers, and raising property taxes for a soccer stadium hinders 
business ability to accomplish this. 

Economic development also occurs when wealth is brought into the economy from outside. 
This can be accomplished by bringing in tourists who spend money in our economy or by having 
Utah-based companies export goods and services to customers in other states and countries. The 
Legislature will be appropriating without increasing taxes $10 million to fund tourism promotion 
this year. This $10 million will bring in more tourists than the $50 million that Real Salt Lake is 
asking for, most of which will be funded by tax increases. 

The only real economic development associated with the stadium proposal is the broadcast 
production facility which will hire 100 people and will target customers mostly outside of Utah. 
However, $50 million in taxpayer dollars to bring 100 jobs (and some out-of-town tourists, 
coaches, players, and sports writers who will watch some soccer games) to Utah is not a cost-
effective use of scarce tax dollars. State and local governments recently used about $12 million to 
bring Kraftmaid Cabinetry to West Jordan which will create 1300 jobs.  Also, Utah would achieve 
more economic development by giving its manufacturers and IT companies a $50 million tax cut 
than by spending $50 million to build a stadium. 

Increasing taxes in order to encourage Utahns to spend money that they are already spending 
does make not sense, especially in a state whose taxpayers bear the nation’s 13th highest state/local 
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tax burden as a percent of personal income – 3rd highest when government fees are included – and 
whose taxpayers struggle to finance critical improvements to the state’s education system and 
transportation infrastructure. The Heartland Institute has more information showing the fallacy of 
tax-funded stadiums at  www.heartland.org/pdf/madness.pdf 

Taxpayers Association Responds to Credit Union Mailer 
The Utah Legislature is currently considering HJR1 which would urge Congress to examine the 

tax-exempt status of credit unions. Thousands of Utahns recently received a mailer from Utahs 
Credit Unions regarding credit union taxation. The mailer contained two blatant factual errors re-
garding taxes.  

False Claim: Taxation of subchapter S corporations is similar to taxation of credit un-
ions.Fact: Tax treatment of s-corporations is much different than taxation of credit unions. Re-
tained earnings of s-corporations are taxed at the individual level whether or not these earnings 
are distributed to shareholders. Even if the s-corporation retains earnings and does not distribute 
these to shareholders, these earnings are still subject to taxes at the individual level. Credit union 
earnings that are not distributed to members are not subject to taxes at the individual or corporate 
level. 

False Claim: Zions Bank shelters income in Nevada in order to avoid or reduce Utah 
state corporate income taxes.Fact: Corporations are not able to “shelter” profits in Nevada from 
Utah state corporate income tax since Utah is one of twenty four states that uses combined report-
ing. Combined reporting prevents corporations from sheltering income in Delaware and Nevada 
through Passive Investment corporations (PICs) or other means. Using PICs to shelter profits does 
not work in Utah since ALL income earned in the United States is subject to Utah state corporate 
income tax, after apportionment to Utah based on wages, sales, and property. 

Zions Bank has operations in Nevada for one reason: to offer financial services to Nevada resi-
dents. Instead of falsely accusing Zions Bank of trying to shelter income from Utah state corporate 
income taxes, Zions Bank (and other Utah-based companies) should be commended for seeking to 
earn profits in other states that end up benefiting Utah investors. 

Medicaid Spending Out of Control 
Utah lawmakers are unsure how the influx of 140,000 new students in public education over 

the next ten years. But there is another fiscal crisis that has not received significant attention: the 
explosion of Medicaid funding for the elderly.  

A recent article in Budget & Tax News reported on the Medicaid crisis that states are facing 
which is only getting worse. Secretary of Health & Human Services Mike Leavitt echoed these con-
cerns in his first speech as secretary.  The B&TN article cited a study which examined 10 states and 
their Medicaid practices. They labeled 5 of the states pro Medicaid states and the other 5 pro–
private pay states. 

The results of the study showed that the pro-private pay states scored higher on long term care 
insurance market penetration. On the other hand the pro Medicaid states had the lowest long term 
care insurance market penetration.  

According to the National Association of State Budget Officers, Medicaid accounted for 21.9 of 
the total state expenditures in FY 2004. In addition states are projecting a 12.1% increase in Medi-
caid funds in FY 2005. 

In addition to an aging population, another cause of this increase are abuses by middle and 
upper income patients. They hide income and assets through “Qualified Income Trusts”, and other 
loopholes in order to qualify for Medicaid. 

With so much talk about the Social Security crisis the Medicaid Crisis has taken a back seat. 
State Legislatures need to act now to ensure that Medicaid spending is held under control.  

To View the full Budget & Tax News Article at www.heartland.org/Article.cfm?artId=16333 
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