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ing to Utah anyway even if government does not subsidize a convention center. If hotel and con-
vention center space is tight, then the market will respond by building hotels and conference cen-
ters on its own.  
What really is economic development? 

To promote economic development, state and local governments should be focusing on what 
really matters: increasing productivity of Utah’s businesses and workers and increasing exports of 
goods and services which brings income and wealth into the economy. Visits by out-of-state tour-
ists also bring money into the Utah economy, but government should not be subsidizing or incen-
tivizing tourist venues in the name of economic development unless such incentives actually in-
crease the number of out-of-state tourists beyond what would occur on its own without the sub-
sidy. 

 
      My Corner - by Howard Stephenson 
 Utah Cannot Afford Waste in Transit and Highway 

Priorities – Congestion Pricing is a Must 
Most people seem to be aware of the pork in congressional budget bills.  In fact 

Washington's ongoing spending spree is considered to be part of the reason for the 
Republican defeat on election day. 

There were an estimated 6,371 pork projects in the highway bill passed last year.  This compares 
to 1,850 pork projects in the previous (1998) federal highway bill and 538 in the one before (1991).  
Bringing home the bacon is the order of the day, even when sacred taxpayer funds are spent for 
multi-million dollar bridges to nowhere. 

 But few are aware of pork in past Utah transportation funding projects.  Heaven knows we have 
a backlog of unfunded critical projects, so people assume that all transportation money has been 
spent wisely. 

 They're wrong. 
 Utah's Centennial Highway Fund (CHF) of 1997 funded nearly $4 billion in projects, many of 

them critically needed such as the I-15 rebuild in Salt Lake County.  Unfortunately, however, the 
measure also contained more than $200 million in what could only be described as pork.  It was 
argued that the legislature needed to include non-critical projects in key legislative districts to en-
sure passage of the funding proposal. 

 However, in 2005 it became apparent that Utah could not afford to continue with business as 
usual.  The backlog of critical transportation projects was so far beyond current funding capacities 
that the legislature took a new approach.  Rather than earmarking a set of new capacity projects in 
Washington style, the legislature created the Transportation Investment Fund and is requiring the 
Transportation Commission to utilize an open, scientific criteria-driven process for ranking project 
needs to make sure that our limited funds go to our most essential projects.  Project priorities are 
no longer based on politics, but science. 

 In the legislature's recent special session, which empowered Salt Lake County to seek voter ap-
proval of a ¼% cent sales tax hike for rail and roads, the legislature carried this priority process 
even further.  SB4002 requires that the Salt Lake County Council of Governments (COG) use an 
impartial ranking based on each project's effectiveness in reducing traffic congestion and crashes, 
and other essential factors.  This means that whatever rail or road projects are funded will make 
the biggest improvement in the movement of people and products through the valley. 

 The Wasatch Front Regional Council says this is the first time in the nation that transit and 
transportation projects are prioritized together using needs-based criteria. 

 Some local officials and some in the media have opposed these transportation reforms. They 
point to a Dan Jones poll showed 2/3 support for using the new sales tax for four TRAX lines and  
argued that the legislature should butt out and let the county spend the money solely on transit. 

 Had the survey asked the question a little differently: "Should the money be spent (a) on rail 
and road projects which will reduce the most congestion and crashes, or (b) on four new light rail 
lines without regard to congestion and crash reduction? - those polled would surely have over-
whelmingly supported the legislature's aim to get the most bang for the buck. 

 Hopefully the legislature will stick by its guns and permanently end pork barrel politics.  In 
fact, if the legislature really wants to ensure needs based prioritization, it should bring Utah Tran-
sit Authority under governance of the State Transportation Commission.  This would end the 
wasteful tradition of the right hand not knowing, or caring, what the left hand is spending. 
Congestion Pricing 

Recently your Taxpayers Association has published articles embracing market based solutions 
to relive congestion on Utah’s highway’s. Although some see this as a new phenomenon, conges-
tion pricing has been embraced throughout the nation.  
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In the Fall 2006 edition of the ALEC Policy Forum,  the conservative group of state legislators 
discussed market based solutions as the most effective way to reduce traffic congestion. With 
Americans spending 3.7 billion hours sitting in traffic jams, and more than $63 billion in lost pro-
ductivity and fuel, the need for market solutions has never been greater.  

 According to ALEC 23 states have adopted public private partnerships and have pursued other 
market based approaches such as toll roads, HOT lanes, congestion pricing and improving acci-
dent management programs.  

The ALEC article cites the U.S. Department of Transportation’s National Strategy to Reduce 
Congestion to America’s Transportation Network. The six point plan includes the following: 

1. Relive urban congestion by implementing congestion pricing and expand telecommuting. 
2. Remove barriers to public private partnerships. 
3. Promote operational and technological improvements such as real-time traffic information 

and Intelligent Transportation Systems 
4. Target major freight bottlenecks by prioritizing operational and infrastructure improve-

ments at the country’s most congested border crossings. 
5. Accelerate major aviation projects. 
6. Establish “corridors of the future” competition to accelerate development of multi-state, 

multi-use transportation corridors. 
ALEC and the department of transportation deserve credit for promoting long term solutions to 

our congestion problems including market based solutions such as congestion pricing and public 
private partnerships. 

Trust Fund to Receive Excess Severance Tax Revenues 
Sen. Lyle Hillyard is sponsoring legislation that would annually deposit oil and gas severance 

tax revenues above $41 million into the permanent state trust fund. Interest from the permanent 
state trust fund would be used for long-term capital projects. 

Currently, the disposition of severance tax revenues is to the state's general fund where it is 
appropriated for ongoing general state expenditures. 

In FY2006, the state collected $71.5 million in oil and gas severance tax revenues. Had the law 
been in effect for FY2006, $41 million would have been transferred to the general fund and $30.5 
million would have been transferred to the permanent state trust fund. 

This proposal is long overdue.  
Utah, like many states, imposes severance taxes on oil and gas production. Oil is taxed at 3% up 

to $13 per barrel and 5% above $13 per barrel. Natural gas is taxed at 3% up to $1.50 MCF and 5% 
above $1.50 MCF. For example, if the well-head price of oil is $50 per barrel, the first $13 is taxed 
at 3% and the next $37 is taxed at 5%. 

Depositing severance tax revenues into a trust fund is better than appropriating these revenues 
for ongoing general fund purposes for several reasons. Severance taxes are imposed on oil and gas 
(and minerals as well) because these resources are non-renewable and removing ("severing") these 
minerals from lands within the state represents a permanent reduction in state resources. By 
transferring a portion of severance tax revenues to a trust fund, the state will have a financial 
resource even after the oil and gas resources have been depleted.  

Additionally, severance tax revenues are very volatile due to significant fluctuations in prices 
and production levels for oil and gas, and relying on volatile revenue sources for ongoing 
government services is not good budget policy. 

Years ago, western states like Wyoming and New Mexico established trust funds into which 
severance taxes are deposited.  

The timing of Sen. Hillyard's proposal is excellent. Since general state revenues have been 
growing and continue to grow at very high rates, the state can easily shift a portion of severance tax 
revenue from ongoing operations to the trust fund without negatively impacting current 
government operations. 

Sen. Hillyard's proposal was recommended by the Tax Review Commission and was 
unanimously approved in Interim Revenue and Taxation Committee. 

Truth-in-Taxation Stabilizes Property Tax Revenues 
Property tax revenues have been fairly stable as a percent of personal income from 1995 to 

2005, according to calculations by the Utah Taxpayers Association. Property tax revenues includ-
ing vehicle fee-in-lieu (FIL) equaled 2.76% of total personal income (TPI) in 1995 and 2.72% of TPI 
in 2005. Excluding FIL, property taxes accounted for 2.45% of TPI in 1995 and 2.46% in ‘05. 

Property tax burdens as a percent of percent of personal income would have most likely in-
creased if the Legislature had not reduced the statewide basic levy for education twice and had not 
allowed counties to impose a 0.25% sales tax increase in exchange for reducing property taxes by 
the same amount that sales taxes were increased. 

 
 
In the Fall 2006 edi-
tion of the ALEC Pol-
icy Forum,  the con-
servative group of 
state legislators dis-
cussed market based 
solutions as the most 
effective way to re-
duce traffic conges-
tion. 
 
 
 
 
 
 
 
 
 
ALEC and the de-
partment of transpor-
tation deserve credit 
for promoting long 
term solutions to our 
congestion problems 
including market 
based solutions such 
as congestion pricing 
and public private 
partnerships. 
 
 
 
 
 
 
 
 
 
 
Depositing severance 
tax revenues into a 
trust fund is better 
than appropriating 
these revenues for 
ongoing general fund 
purposes for several 
reasons. 



        The Utah Taxpayer        December 2006 
 

Visit Us at www.utahtaxpayers.org 
.  

Page 4

School Property Taxes Excl Basic Levy as %TPI

0.50%
0.60%
0.70%
0.80%
0.90%
1.00%
1.10%
1.20%

1995 1997 1999 2001 2003 2005

Incl FIL
Excl FIL

Calculations by Utah Taxpayers Association based on Tax  
Commission and Bureau of Labor Statistics data

City Property Tax Revenues as %TPI

0.20%

0.25%

0.30%

0.35%

0.40%

0.45%

1995 1997 1999 2001 2003 2005

Incl FIL
Excl FIL

Calculations by Utah Taxpayers Association based on Tax 
 Commission and Bureau of Labor Statistics data 

Property Tax Revenues as Percent TPI

2.00%

2.20%

2.40%

2.60%

2.80%

3.00%

1995 1997 1999 2001 2003 2005

Incl FIL
Excl FIL

Calculations by Utah Taxpayers Association based on Tax  
Commission and Bureau of Labor Statistics data.

In 2005, the impact of the two basic levy reductions that were unrelated to Truth-in-Taxation 
was approximately $150 million (about $160 million in 2007). The impact of the county property 
tax reduction was about $90 million in 2005. (Emery, Kane, and Millard are the only counties that 
have not imposed a 0.25% county option sales tax.) 

Several critics of Truth-in-Taxation 
argue that property tax revenue growth is 
unnecessarily restricted because certified 
tax rates do not include automatic 
inflation adjustments. However, 
proponents argue that local governments 
can increase their tax rates and recoup 
inflation (or more) by going through the 
Truth-in-Taxation notification process. 
Annually, about 40% of school districts go 
through the Truth-in-Taxation process, 
which is significant considering that 
school districts account for 55% of all 
property tax collections. According to data 
from the Tax Commission, about 8% to 
10% of local governments annually go 
through the Truth-in-Taxation 
notification process. 
Adjusted Property Tax Revenues: 1995 
to 2005  

Since 1995, city property tax revenues 
and school district property tax revenues 
excluding the statewide basic levy have 
increased as a percent of personal income, 
as illustrated in the corresponding  graphs. 

Growth in city property tax revenues 
has outpaced growth in personal income. A 
very small portion of city property tax 
growth is attributable to incorporations. 
Additional growth may be attributable to 
bonding since levies for paying general 
obligation bonds are not subject to Truth-
in-Taxation. 

Growth in school district property tax 
revenues in excess of personal income 
growth may be attributable to increased 
bonding as well as decisions by local school 
boards to increase board levies and 
approvals by voters to increase voted 
leeways. Starting in 2006, most school 
districts imposed a new K-3 reading levy. 

Restaurant Tax Bait and 
Switch: Making a Bad 
Tax Worse 

Sandy officials are allegedly trying to 
change the distribution of restaurant tax 
revenues so that cities spend the revenues 
instead of counties.  

Currently, counties impose restaurant taxes and spend the revenues generated by this tax. In 
most counties, the rate is 1.0%. In Utah County, the rate is 0.65%. Emery, Millard, Piute, and San 
Juan do not impose restaurant taxes. Statewide, Utah restaurants collected $25.6 million in 
restaurant taxes in FY2005, according to the Tax Commission’s annual report. 
However, we predict that Sandy's real goal is not to take the counties' restaurant taxes but to 
allow cities to impose -- with legislative approval --their own restaurant taxes. This appears to 
be an attempt by Sandy City to find another means to subsidize Real Salt Lake's soccer stadium. 
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County 
Adjusted 
ETR as % 
of State 

Avg 
Rank

Sanpete 53.1% 1
Cache 58.0% 2
Wayne 64.7% 3
Utah 66.2% 4
Piute 68.6% 5
Sevier 71.3% 6
Tooele 71.4% 7
Davis 72.9% 8
Box Elder 77.9% 9
San Juan 81.0% 10
Morgan 82.6% 11
Weber 86.4% 12
Washington 99.8% 13
Iron 110.4% 14
Grand 116.3% 15
Salt Lake 116.9% 16
Beaver 119.6% 17
Garfield 121.1% 18
Juab 122.8% 19
Duchesne 129.8% 20
Uintah 147.5% 21
Carbon 148.7% 22
Kane 161.5% 23
Wasatch 169.0% 24
Millard 198.7% 25
Rich 208.9% 26
Daggett 226.1% 27
Emery 244.5% 28
Summit 373.6% 29

Calculations by Utah Taxpayers Association based 
on Tax Commission data. Adjusted ETRs are calcu-
lated as follows: [(sum of property taxes for all tax 
entities in county) / (total county valuation)] * [(as-
sessed valuation per capita in county) / (statewide 
assessed valuation per capita)] 

Restaurant taxes are bad policy 
Taxing restaurants to fund recreation, athletic, and cultural facilities violates several principles 

of sound tax policy. 
General government programs like recreation should be funded by general taxes, not by 

earmarked taxes. Except for user fees like water fees, gas taxes, etc., taxes should not be earmarked 
for specific programs. Earmarking taxes reduces government flexibility in establishing spending 
priorities. Government officials need to annually prioritize expenditures, and government 
programs need to compete against each other for prioritization. Earmarking prevent this. 

Disposition of tax revenues should be related to its collection. For example, gas taxes should be 
used to fund roads, not Medicaid or the arts. There is no direct relationship between restaurant 
meals and cultural, athletic and recreation facilities. These facilities -- if they are to be funded at all 
-- should be funded by user fees and/or general taxes. 
Who pays restaurant taxes? 

More than 80% of restaurant taxes are paid by Utahns, according to the Utah Restaurant 
Association, even though restaurant taxes are billed as a means to tax tourists. Some restaurants, 
like those in Park City, Moab, and downtown Salt Lake, are heavily patronized by out-of-state 
tourists, but the majority of restaurant taxes is collected in places like Cafe Rio in Draper, Quizno's 
in American Fork, Gandolfo's in West Jordan, and 
hundreds of other restaurants where the vast majority 
of customers are Utahns. 
Does Sandy's claim make sense? 

Sandy argues that restaurant taxes are generated in 
cities, and therefore cities should get the revenues. 
Technically, nearly ALL tax revenues -- including 
individual income taxes, corporate income taxes, gas 
taxes, etc -- are generated in cities. Does this mean that 
the state constitution should be changed so that cities 
should get income taxes instead of school districts and 
higher education because these revenues are generated 
in cities? 
This is just a bait and switch. Counties' restaurant 
taxes won't be touched. 

The counties really don't have much to worry about. 
When county leaders tell legislators that restaurant tax 
revenues are being used to pay off existing bonds for 
recreation and cultural facilities, the issue will be dead. 
Sandy's next proposal will be a city-option restaurant 
tax. 

Summit, Emery & Daggett Have 
Highest Effective Tax Rates, 
Sanpete, Cache Lowest 

Taxable valuations per capita impact tax rates. All 
other factors being equal, a tax entity with a high tax 
base per capita will have a lower tax rate than a tax 
entity with a low tax base per capita. In the following 
chart, county-wide effective tax rates, which include 
taxes charged by school districts, cities, special service 
districts, and the counties themselves, are adjusted for 
taxable valuation per capita.  

Most counties with high adjusted ETRs have one 
thing in common: they have a large tax base driven by 
non-voting taxpayers, including secondary residences, 
mines, power plants, and tourists. 

Millard, 5th worst - Intermountain Power Project 
Rich, 4th worst  -  secondary residences 
Daggett, 3rd worst   -natural resources 
Emery, 2nd  worst   -  power plant 
Summit, worst -  tourism, secondary residences 
 
 

 
 
 
Except for user fees 
like water fees, gas 
taxes, etc., taxes 
should not be 
earmarked for specific 
programs. 
 
 
 
 
 
 
 
 
 
Taxing restaurants to 
fund recreation, 
athletic, and cultural 
facilities violates 
several principles of 
sound tax policy. 
 
 
 
 
 
 
 
 
 
 
 
 
More than 80% of 
restaurant taxes are 
paid by Utahns, 
according to the Utah 
Restaurant 
Association, even 
though restaurant 
taxes are billed as a 
means to tax tourists. 



        The Utah Taxpayer        December 2006 
 

Visit Us at www.utahtaxpayers.org 
.  

Page 6

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Unemployment Insurance Rates Drop 
In December of 2003 Utah employers received notices of unemployment insurance rate in-

creases of 300% to 400%  from the Department of Workforce Services.  The shock was felt 
throughout the state as employers contacted their legislators to find out what had happened and 
what could be done about it.  They learned that the increase was a result of state law which re-
quired to restore the Unemployment Trust Fund balances back to an actuarially sound position. 

The economic downturn which followed 9-ll-2001 had produced unemployment claims which 
were depleting the fund.  Coincidentally, the state fund had received several million dollars in fed-
eral Reed Act money which had masked the precipitous drop in fund balances, delaying the correc-
tion and making the rate increase larger than it otherwise would have been.      

The Taxpayers Association worked closely with other employer groups and labor representa-
tives to address the situation in the 2004 General Session of the legislature.   SB 202 (Stephenson) 
reduced the massive increases by approximately one-third while ensuring that receipt of federal 
funds would not mask trends in the fund’s soundness.  During the debate which surrounded SB 
202, Workforce Services actuaries projected it would take at least ten years to bring the Trust Fund 
back to adequately funded levels.  Fortunately, due to Utah’s dramatic economic turnaround, the 
Unemployment Trust Fund balances have already recovered back into the adequate funding level.  
Soon, a letter from the Department of Workforce Services will be arriving announcing next year’s 
rates.  

 It is projected that two-thirds of the employers in the state will see at least a 25% reduction in 
their unemployment insurance premiums next year.  It is anticipated that the rates for 2007 will 
include a social cost component drop from .004 to .003 (a 25 % reduction), and the reserve factor 
will be reduced from the current rate of 1.25 to 1.05 (a 16% reduction). 

As of September 30, 2006, Utah’s Unemployment Insurance Trust Fund Balance was $659 mil-
lion, putting it above the minimum adequate reserve established by formula, ending four years of 
inadequate reserves.    

With Utah’s Economy continuing to grow, rates could be cut even more in the future, perhaps 
by this time next year.  
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