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Pre-Legislative  
Conference 

The Utah Taxpayers Asso-
ciation will be hosting its 
annual Pre-Legislative 
Conference this year on 
Monday, January 10, 2005 
at 9:00 a.m. in room 135 at 
the Capitol West Annex 
Building. Light refresh-
ments will be served. 
The conference will explore 
key up-coming tax-related 
issues likely to be consid-
ered during the 2005 legis-
lative session. 
If you are planning on at-
tending, please RSVP with 
Fallon at 972-8814 by 
Wednesday, January 5,  

Initiative 1 – the so-called open space tax – was a surprising setback for the spending lobby, 
but the spenders are regrouping and will be back in 2006 and 2008 to target taxpayers with more 
state and local tax increases by ballot initiatives. This time, it won’t just be the environmentalists 
but the entire spending coalition, including poverty groups, government employees, mass transit 
supporters, the education establishment, and people who feel that taxpayers should build stadiums 
for professional soccer teams. 

Your Taxpayers Association led the successful fight to 
defeat Initiative 1, despite being outspent by 40 to 1. The 
Association framed the debate, identified the problems 
with the initiative, formed a coalition of supporters, and ex-
plained to voters why Initiative 1 needed to be defeated. 

Next time, we will have to step up our efforts even 
more. To stop the spending lobby in 2006 and 2008, we 
need to let Utah’s taxpayers know that - 

·        Utahns already bear the 3rd highest state/local 
tax and fee burden in the nation 

·        Government need to focus on critical needs such 
as transportation, education, and public safety and not 
nice-to-haves like downtown soccer stadiums 

·        Government needs to address critical problems 
with sound fiscal proposals, not sound-good touchy-feely 
programs that do not adequately and efficiently address the 
problems 

·        Government spending can be made more efficient 
and productive by instituting sound reforms, such as 
tuition tax credits and vouchers. 

·        Government needs to scrutinize existing policies, 
including the wasteful and counterproductive practice of 
giving millions of tax dollars per year through RDAs to 
developers. 

In 2002, the spending lobby tried to raise taxes by initiative. They spent less than $500,000 
and received 38% of the vote. In 2004, after learning from their mistakes in 2002, they tried again, 
spent nearly $2 million, and increased their share of the vote to 45%. In 2006, they will be back 
with even more money, a bigger coalition, sharper sound bites, and a slicker PR campaign. We 
need your help to stop them once again.  

As the spending lobby gets more sophisticated and has more money to burn, taxpayers need to 
pool their resources to defeat the next tax increase proposals. That’s why every taxpayer should as-
sist in establishing a campaign fund to fight tax & spend initiatives.  To learn more how you can do 
this, go to www.utahtaxpayes.org . 

Tax Reforms Should Not Assume Government Deserves 
All the Money it Currently Receives 

         By Senator John L. Valentine  
           Senate President-elect 

   I appreciate the opportunity of writing in this column about the proposed “tax 
reform” measures recently proposed by Governor Walker.  She should be applauded 
for taking on this very difficult issue at a time our state is attempting to define itself 
and its business climate. 

 As a practicing tax attorney for the last 29 years, I have watched with 
interest the development of tax policy on both the federal and state level.  But, whenever tax policy 
is debated, it is important to understand the underlying policies driving those reform measures.   

In other words, we should examine the goals that are being furthered, before we examine the 
details of any proposal. Using this methodology, what are the underlying assumptions in the tax re-
form proposals?  

 The primary assumption in the Governor’s tax reform proposals focuses on the govern-
ment side of the equation: how does government level out its revenue so that taxes received by the 
state are not as volatile as they have been this past four years?  Many of the public presentations 
made prior to the release of the specific reform proposals focused on portfolio theory in the invest-
ment world, ie reform the state’s portfolio of tax revenues to mirror an investment portfolio of 
stock, bonds and REITs, to level out the hills and valleys of the revenue the state receives from its 
various taxes.   
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Calculations by Utah Taxpayers Association based on data from the Governor’s Office of Planning 
and Budget, U.S. Census Bureau, U.S. Bureau of Economic Analysis

 To accomplish this proposal, the reforms make a second assumption: households and 
businesses have the ability to pay taxes, even in rough economic times.  Of course this seems im-
plausible, but to level the revenue flow, you have to assume the ability to pay as being independent 
of the economic activity of the taxpayer.   

 With these two assumptions in mind, let’s exam some of the specific proposals that ac-
complish the assumed goals: 

 1.  Lower the rate but shift the calculation of the Utah personal income tax to federal ad-
justed gross income, allowing no deductions including medical, charitable, other taxes and interest 
expense.  This shift would even out revenues to the state, but it assumes that the ability to pay taxes 
in a household budget is not affected by what was spent for other expenses.   

 2.  Lower the rate but shift the calculation of the Utah personal income tax to federal 
taxable income with no credits.  The deductions allowed on the federal return would be allowed on 
the state return, but the biggest loss would be to retirees who lose the state retirement exemption. 

 3.  Repeal the corporate income tax, but tax businesses conducted in sole proprietor-
ships, partnerships, limited liability companies, limited partnerships and the stockholders of “S” 
electing corporations, and those individuals who have the large Federal tax payments who are cur-
rently able to deduct 50% of federal taxes paid from state taxable income. 

 4.  Shift any shortfalls caused by reform to the “more stable” property tax.  Property tax 
is an asset-based tax which often bears little relationship between the ability to pay tax and the 
value of the property being taxed.  This is especially true for the fixed income taxpayer or the tax-
payer who has held property for some time.  It forces a sale of the property when the taxes cannot 
be paid.  It can come at a surprising time when revaluation occurs and the taxpayer suddenly has a 
major increase in the tax burden to retain the property. 

 5.  Increase the sales tax base and lower the rate.  This sounds good on the surface, ex-
cept that the services include medical, hospital and dental bills.  It includes real estate commis-
sions, accounting fees and attorney’s fees, unless they were for a business in which case they would 
be exempt.  (So your will and divorce is taxable, but the formation of a business would not be tax-
able.  The commission on a personal real estate transaction like the purchase of a house would be 
taxable, but a business purchase . . . who knows?) 

 Finally, the assumption which poses the most difficulty is: government is entitled to its 
money during the reform process.  If the reforms are valid, government should share in the reform 
process by not forcing shifts between taxpayers. Instead, government should hold the taxpayer 
harmless from increases during the reform process by taking less revenue. 

State Government Spending Exceeded Inflation and 
Population Growth in Last Ten Years 

State government spending exceeded inflation and population growth from 1994 to 2004, a 
time period that covered several years of rapid economic growth and three years of recession. State 
government spending, when all sources of funding are included, exceeded population growth and 
inflation by 1.55% annually, or 16.6% over ten years.  Annualized real per capita government 
spending, when only uniform school fund and general fund are considered, grew at a lower rate of 
0.81% . 

 
 
 
 
 
 
 
 
 
 
 
 
 
The spending lobby argues that state government expenditures should exceed inflation and 

population growth because Utah is a growing state and needs to spend additional funds for 
infrastructure. This argument may be valid for a state that suddenly experiences a surge in 
population growth and whose budgets have not been including significant capital expenditures. 
However, Utah has been experiencing steady population growth for several decades and state 
government spending has included significant capital expenditures all along.  

Spending Type 
1994 Per Capita 
Spending (2004 
dollars) 

2004 Per Capita 
Spending 

Real Per Capita 
Spending Growth 

Annualized 
Spending 
Growth 

All Sources $2,800 $3,266 16.6% 1.55% 
All Sources less 
Federal $2,121 $2,367 11.6% 1.10% 

Uniform School 
Fund/General Fund/ 
Transportation Fund 

$1,532 $1,661 8.4% 0.81% 

Uniform School 
Fund/ General Fund $1,379 $1,496 8.5% 0.81% 

Inflation-adjusted Per Capita State Government Spending Growth, 1994 to 2004

 Lower the rate but 
shift the calculation of 
the Utah personal in-
come tax to federal 
taxable income with 
no credits.  The deduc-
tions allowed on the 
federal return would 
be allowed on the 
state return, but the 
biggest loss would be 
to retirees who lose 
the state retirement 
exemption. 
 
 
 
   
               
 
 
Finally, the assump-
tion which poses the 
most difficulty is: 
government is entitled 
to its money during 
the reform process.  If 
the reforms are valid, 
government should 
share in the reform 
process by not forcing 
shifts between tax-
payers. 
 
 
 
 
 
 
 
 
State government 
spending, when all 
sources of funding are 
included, exceeded 
population growth 
and inflation by 1.55% 
annually, or 16.6% 
over ten years. 
 



        The Utah Taxpayer   January 2005 
 

Visit Us at www.utahtaxpayers.org 
.  

Page 5

State Government Revenues as Percent TPI
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If population growth necessitated ever increasing tax burdens, then a country like the United 
States, which has been growing since its inception and is expected to experience significant 
population growth in the future, would eventually see its entire economy consumed by taxes. 
Growth is frequently more expensive to taxpayers than lack of growth, but growth should not be an 
excuse for government to steadily increase our tax burdens. 

Nevertheless, state government spending for operations – capital excluded – also exceeded 
inflation and population growth during the last ten years as demonstrated in the following chart. 

 

Spending Type 
1994 Per Capita 
Spending (2004 
dollars) 

2004 Per Capita 
Spending 

Real Per Capita 
Spending 
Growth 

Annualized 
Spending 
Growth 

All Sources $2,523 $2,920 15.7% 1.47% 
All Sources less 
Federal $1,915 $2,116 10.5% 1.00% 

Uniform School 
Fund/General Fund/ 
Transportation Fund 

$1,388 $1,478 6.5% 0.63% 

Uniform School 
Fund/ General Fund $1,305 $1,410 8.0% 0.78% 

The spending lobby claims that government projects and programs increase economic growth 
through multiplier effects and therefore these government projects “pay for themselves.” The lobby 
also claims that current government program spending reduces the need for future government 
spending. If these claims were correct, then government spending should be steadily decreasing 
over time. 

State Government Spending and Total Personal Income 
State spending as a percent of total personal income (TPI) decreased slightly from 1994 to 

2004, mainly due to the recession of the past three years. Total state spending from all sources as a 
percent of TPI decreased from 13.06% to 12.80%. Total spending as a percent of TPI decreased 
more noticeably 
when federal funds 
are excluded (from 
9.90% to 9.28%) 
and when only 
uniform school 
funds and general 
funds are considered 
(6.09% to 5.53%). 
Most of this decline 
occurred in the last 
two years of the time 
period considered 
and will be reversed 
as the economy 
begins to expand.  

Association Elects Officers 
Ken Macey was elected to continue as Chairman of the Utah Taxpayers Association Board of 

Directors at the Association’s annual membership meeting in November. Maxwell Miller of Par-
sons Behle & Latimer was elected Vice Chair, Margo Provost of Log Haven was elected Secretary, 
Paul Judd of Barrick Gold was elected Treasurer, and  Stan Lockhart of Micron was elected Legis-
lative Chair. 

Members of the board continuing to serve include Dama Barbour of Harmons, West Valley; 
Doug Stipes of Swift & Co. Miller Blue Ribbon Beef, Hyrum; Jack Towsley of Mountainstar Health-
care, Salt Lake City; Jerry Fenn of Qwest, Salt Lake City; Joe Lyon of Kennecott, Magna; Keith 
Prescott of Wisan, Smith, Racker & Prescott, Salt Lake City; Kevin Boardman, Utah Power, Salt 
Lake City; Kevin Pace, with KPMG, Salt Lake City; Lee Brown, U.S. Magnesium, Salt Lake City; 
Mark Buchi of Holme Roberts & Owen, Salt Lake City; Randy Hoyt of Western Community Bank, 
Pleasant Grove; Robert Fredericks of Union Pacific Railroad, Nebraska; Ruland Gill of Questar 
Corp., Salt Lake City; Val Hafen of Hafen Buckner Everett & Graff, St. George. 

Newly elected Board members include: Jeff Valentine of Kern River Gas, Salt Lake City; Fred 
Lampropoulos of Merit Medical, South Jordan; Heather Lare, of Autoliv, Ogden; Reed Searle of 
Intermountain Power, South Jordan; Clair Ellis of Ellis Equipment, Logan. 

 

Inflation-adjusted Per Capita State Government Expenditures, 1994 – 2004, Excluding Capital
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Tax Impact on a $300,000 home 

Tax Entity Salt Lake 
County 

Utah 
County Difference 

School Dis-
trict (1) $1,461.24 $1,339.64 $121.61 

County (2)      464.64      235.13 229.52 
SL County 
Library (3)      120.95          0.00 120.95 

Draper City      218.96      218.96 0.00 
Traverse 
Ridge SSD      578.66      578.66 0.00 

Central Utah 
WCD        58.25        58.25 0.00 

SL Valley 
Mosquito          5.45         0.00 5.45 

No. Utah 
County WCD          0.00         5.78 -5.78 

Jordan Valley 
WCD        64.68       64.68 0.00 

South Valley 
Sewer        84.98       84.98 0.00 

Total $3,057.78 $2,586.05 $471.73 
  (1) includes statewide basic levy 
  (2) includes statewide and local assessing and collecting 
(3) Utah County does not have a county-wide library system

Boundary Dispute Highlights Tax Differences 
The Suncrest Development in Draper straddles the county line between Utah County and Salt 

Lake County, and home owners whose properties are currently located in Utah County are fighting 
a proposal that would move the current 
county boundary which would place their 
homes in Salt Lake County. Most Suncrest 
residents will not be impacted by the change, 
but those who live on or near the county line 
could see some changes in their property taxes 
and in the schools where their children will at-
tend.  

Residents on the Utah County side send 
their children to Alpine schools while resi-
dents on the Salt Lake County side send their 
children to Jordan schools. Alpine School 
District plans on building an elementary 
school in the Suncrest Development (most of 
Suncrest will be in the Alpine School District 
even if the proposed boundary change is 
implemented.) Jordan does not plan on 
building a school at Suncrest and does not 
provide transportation for Suncrest students 
since the road to Suncrest on the Salt Lake 
County side is too steep to safely operate 
school buses. 

Residents on the Utah County side of the neighborhood who will be impacted by the bound-
ary change are concerned about the 18.24% property tax increase if their homes are one day lo-
cated in Salt Lake County. Almost half of the increase is attributable to the difference between 
county government tax rates. The corresponding table shows the property tax impact of a 
$300,000 home if the county line were shifted. 

Congress Approves Ban on Internet Taxes until 2007 
The U.S. House of Representatives followed the lead of the Senate in banning state and local 

Internet access taxes until November 1, 2007. The house had been waiting for the Senate to pass a 
permanent ban but has approved the legislation after the Senate made two minor amendments. 
Your Taxpayers Association believes this moratorium on Internet access taxes is a great step in 
the right direction to ensure that the Internet does not become burdened with taxes like telephone 
and cell phone access has been. The ban expands the definition of exempt Internet access to in-
clude all DSL and wireless Internet access. The original moratorium was enacted in October of 
1998; the original grandfather clause will still apply to all taxes imposed before that date.  

This moratorium should not be confused with the streamlined sales tax project which seeks to 
provide states with the ability to collect sales taxes from out of state vendors who sell to consum-
ers within their borders. The moratorium prohibits taxes on Internet access not taxes on the sale 
of merchandise ordered over the Internet. 
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Weekly Legislative  
Meetings 
Your Taxpayers Asso-
ciation will once again be 
hosting weekly legisla-
tive committee meetings 
during the 2005 Legisla-
tive session. All mem-
bers are invited to attend 
and participate in dis-
cussion of key legislative 
issues. The committee 
meets every Thursday at 
7:00 am in room W25 in 
the West Annex building 
of the capitol.  
The Committee will also 
meet the Thursday 
January 6, and  Thurs-
day January 13 at 9:00 
a.m. at the Association 
office, 1578 West 1700 
South, Salt Lake City 


