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Legislative Tax and Spending Issues

The Utah Legislature is considering dozens of bills that if pass would greatly impact taxpayers.
Your Taxpayers Association is advocating for passage of many of these bills and opposing others.

Bills the Association Supports
SB29(Bramble)Sales Tax Exemption for Certain Telecommunications Equipment

What does SB29 do?

SB29 exempts certain purchases and leases of telecommunications equipment from state and
local sales tax.

What are the reasons for this exemption?

Economic development depends heavily on investment in telecommunications infrastructure.
Investment occurs where rates of return are highest, and state and local governments are compet-
ing for telecommunications investment by offering sales tax exemptions and credits for purchases
of telecommunications equipment. Many states already offer exemptions and credits in order to at-
tract investment in telecom infrastructure.

UTOPIA and IProvo are exempt from these taxes, creating a tax inequity. While SB29 does not
address all tax inequities between UTOPIA/IProvo and private sector telecom companies, SB29 is
an improvement over the status quo.

To avoid tax pyramiding, business inputs should not be subject to sales taxes.

SB31/SB33 (Stephenson) Sales Tax Exemption for Manufacturing Equipment Repair Parts

SB31 extends the existing manufacturing exemption to include repair parts with useful life of
three years or more. According to current statute, replacement parts that extend the life of manu-
facturing machinery qualify for the exemption, but repair parts do not qualify.

Sh33 extends the manufacturing exemption into
extractive industries and IT. Quote of the Month #1

Exempting business inputs is sound tax policy, and
exempting business inputs for high wage, export-oriented
industries like manufacturing is sound economic
development policy.

SB34 (Dmitrich) Repeal of “Second” Electric Generation
Gross Receipts Tax

SB34 repeals the “second” gross receipts tax that was
imposed on Intermountain Power and PacifiCorp in 1995.
No other companies or individuals pay this tax. Fiscal note
is $2.6 million in FY2007 and $5.5 million in FY2008.

Why should this tax be repealed?

SB34 should not have been imposed in the first place. In
1995, the Legislature reduced the statewide basic levy. To
prevent Intermountain Power and PacifiCorp from receiving a property tax cut like all other prop-
erty owners, the Legislature imposed the second gross receipts tax. By passing SB34, Intermoun-
tain Power and PacifiCorp will be receiving a tax cut that everyone else received eleven years ago.
The tax reduction will be passed on to the rate payers.

"We tolerate mediocrity
because people get paid
the same, whether they're
outstanding, average, or
way below average”

New York City Schools chan-
cellor Joel Klein commenting
on the problems facing Ameri-
can Public Education.

20/20 ABC News "Stupid in America”
1/13/06

Utah Taxpayers Legislative Committee Meetings
The Utah Taxpayers Association will be holding legislative committee meetings during the
legislative session every Thursday at 7:00 am, in the cafeteria Seagull Room in the East An-

nex Capitol building. These meetings are open to all members of the association. Updated bill
lists will also be available at www.utahtaxpayers.org. Please call 801-972-8814 with any
questions.

Visit Us at www.utahtaxpayers.org
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HB53 reduces taxes
on Utah’s high wage,
exporting companies.
This attracts and re-
wards capital invest-
ment in Utah and in-
creases economic
growth.

Decisions regarding
budgets, taxation, and
expenditures belong
with the legislative
and executive
branches, not the judi-
ciary.

Utah’s state and local
sales tax burden as a
percent of personal
income is 35% higher
than the national av-
erage and is 10™ high-
est in the nation
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HB53 (Harper): Electable Single Sales Factor (SSF) for Corporate Income Tax

HB53 reduces taxes on Utah’s high wage, exporting companies. This attracts and rewards capi-
tal investment in Utah and increases economic growth.

HB53 allows corporations to choose between two apportionment formulas: evenly weighted
three-factor formula or single sales factor (SSF). SSF is a targeted reduction in corporate income
taxes for businesses that employ and produce in Utah but export goods and services to other states.

Exporting industries such as IT, manufacturing, mining, biotech, and others pay wages that are
higher than the state average, compete against companies in other states, and import wealth into
the state. SSF is based on the same principle as last year’'s HB78 (Harper) which allowed corpora-
tions to select between evenly weighted three-factor formula and double weighted sales.

HB256 (Hughes) Changes to Truth-in-Taxation Advertisements

HB256 cleans up and improves the existing Truth-in-Taxation advertisement with only minor
changes to the advertisement’s substance.

If HB256 is approved, the advertisement will be more understandable, and more taxpayers will
read the advertisement and become more informed about local government finances because the
format and layout of the advertisement have been improved.

HJR 17 (Hughes) Resolution Regarding Judicial Power

HJR 17 is a taxpayer-friendly resolution that would amend -- with voter approval -- the state

Constitution to prohibit the judicial branch from

. requiring an appropriation of state funds, with limited exceptions
. requiring the expenditure of funds by a political subdivision
. requiring the imposition or increase of a state or local tax.

HJR 17 is needed in order to guarantee that the judicial branch does not overstep its authority.
Decisions regarding budgets, taxation, and expenditures belong with the legislative and executive
branches, not the judiciary. A majority of states have been plagued by activist judges assuming re-
sponsibility for budget issue, a responsibility that belongs to the governor and the legislature.

HB181 (Urquhart) Education Reform

HB 181 has not yet been printed but the intent is to promote bonus pay for teachers, Utah Basic
Skills Competency Test remediation for students who fail the test, and differential pay for teachers.

The association has supported education reform measures like these for several years and sup-
ports HB181.

Bills the Association Opposes
HB126 (Craig Buttars) Local Option Sales Tax for Open Land
HB126 would allow Box Elder, Cache, and Sanpete counties to impose a voter-approved 1/8%
sales tax increase with revenues earmarked for open space preservation. HB126 is a so-called
“temporary pilot project” tax increase. HB126 has several serious problems.
Sales taxes lack visibility
Utah's state and local sales tax burden as a percent of personal income is 35% higher than the
national average and is 10t highest in the nation, largely due to Utah’s large sales tax base which
includes food and most repairs to personal property. Spending groups prefer to increase sales taxes
instead of property and income taxes because most taxpayers are unaware of how much sales taxes
they pay. Unlike property and income taxes, taxpayers do not receive government notices indicat-
ing how much they have paid or are required to pay in sales taxes. Most taxpayers would be sur-
prised to learn that they pay 60% to 70% more in sales taxes than they do in property taxes.

Other Tax Related Bills
HB 338 (Dougall) Property Tax Exemptions for Business Personal Property
HB 338 will exempt personal property with fair market value of $500 or less. The bill is de-
signed to simplify the process of tracking personal property depreciation for small business own-
ers, and other companies.
The association is following several other issues and will be advocating a position on these is-
sues as the legislative session progresses. These issues include
- Tax cuts and government spending growth for FY2007
- Flatter individual income tax
- Private school vouchers for low and moderate income households
- Private sector tutoring vouchers for students who fail the high school exit exam, paid only
when student passes the exam.
- Reforming municipal energy tax to prevent windfall to cities when natural gas prices spike
- Removal of sales tax on food: will this squeeze out other tax cuts and will these force tax in-
creases on business inputs?

Visit Us at www.utahtaxpayers.org



Unless Utah’s average
wages increase rela-
tive to the national
average, increasing
Utah’s per student
spending as a percent
of nation will require
massive income tax
increases

The impact of such an
enormous tax increase
would move Utah’s
already high tax bur-
den ranking even
higher

These entities take ad-
vantage of their tax-
exemption and other
privileges, not to men-
tion the dollars they
receive to operate and
expand.
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- Modification of certified (property) tax rate calculation so property owners are not harmed by
rapid depreciation of personal property

- RDA reform

- Uniform statewide sales tax rate

- Taxpayer subsidies for Real Salt Lake soccer stadium

Please visit www.utahtaxpayers.org for more information on these and other im-
portant tax issues and to see the complete Taxpayers Association Watch list.

My Corner - by Mike Jerman
No Excuses, Just the Facts: Part 1

(Part two will come in the March Newsletter. Due to Howard Stephenson
serving in the Legislature this months newsletter comes from Association Vice
President Mike Jerman)

Utah is dead last in per student spending, and nearly every discussion regarding
taxes and spending in Utah revolves around this issue. While other issues such as tax competition
between states and nations, economic development, competitive equity, regressivity, revenue sta-
bility, earmarking, compliance and enforcement, are also mentioned, Utah’s lowest-in-the-nation

per student spending is
always part of the
discussion.

Unless Utah's average
wages increase relative to
the national average,
increasing Utah's per
student spending as a
percent of nation will
require massive income
tax increases as

Individual Income Tax Increases
and Increase in Per Student Spending

Utah Per Student
Spending as Per-
cent of U.S. Aver-
age

Required Percent
Increase in Utah
Individual Income
Tax Revenues

Impact on $55,000
household with
two parents and
three children

62% 0.0% $0
70% 17.5% $376
80% 38.6% $830
90% 59.8% $1,285
100% 80.9% $1,739

demonstrated by the
corresponding chart.
However, in addition to
the income tax increases mentioned above, property taxes would also have to be increased. In or-
der to understate taxpayer funding for education, the various groups
that support higher taxes do not report capital and debt service costs, just operational costs. By in-
creasing operating costs as a percent of the national average, Utah would hire more teachers. More
teachers mean more classrooms, even if some classrooms had more than one teacher. More class-
rooms mean more school buildings. More school buildings mean higher property taxes. We'll ad-
dress this in a later article.
The impact of
such an enormous

Source: Utah Taxpayers Association based on data from Utah State Tax
Commission, Utah State Office of Education, and the National

Utah’s Tax Burden as Percent of Personal Income Ranking, FY2002

tax increase Measure Current Ranking with 80.9% Increase
would move Ranking | in Individual Income Taxes
Utah'’s already Individual Income Tax | 15" 1™

high tax burden State/Local Taxes 13" 2"

ranking even State/Local Taxes and 3 1%

higher, as the Fees

corresponding
table
demonstrates.

Unfair Government Competition - By Margo Provost,

Vice Chairman of The Utah Taxpayers Association Board of Directors

Unfair government competition adversely affects all Americans and Utahns. In the past 6 years
Utahns have experienced a dramatic increase in direct competition from taxpayer funded and sup-
ported government and quasi-government entities. These entities take advantage of their tax-
exemption and other privileges, not to mention the dollars they receive to operate and expand.
They compete by supplying private goods and services in competition with businesses like mine.

Small businesses are the most vulnerable to this activity.

Small businesses are responsible for most of the new jobs in Utah and the U.S. and, ironically,
we are the most adversely affected by this rampant government competition. An MIT study
reported that 80% of new jobs are created by companies like mine with fewer than 100 employees.

Source: Utah Taxpayers Association based on data from Census Bureau and Bureau
of Economic Analvsis

Visit Us at www.utahtaxpayers.org



In 1986 a White
House Conference on
Small Business la-
beled Unfair Govern-
ment Competition as
the third most serious
concern in the coun-
try.

Today Utah competes
with the private sector
in many areas pro-
ducing services simi-
lar to those already
commercially avail-
able and sometimes
even superior because
of the vast capital and
operating resources
funneled by taxpayers
to these organiza-
tions.

Restaurants experi-
ence a dramatic in-
crease in direct com-
petition from these
taxpayer funded gov-
ernment entities, fa-
cilities such as, The
Library, Red Butte
Gardens, Gallivan
Center, Matheson
Court House, and on
and on.
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Small businesses have the capability to start up quickly and expand dramatically. But because of
our size, we are least able to absorb the impact of unfair competition. When small businesses are
crowded out, the principal source of new jobs in our economy diminishes. When jobs are lost, it is
the poor, the unemployed and women who are especially damaged. When private enterprise is re-
placed with less efficient government enterprises, economic productivity and competitiveness are
adversely affected. When the tax base diminishes, all taxpayers are injured.

In 1986 a White House Conference on Small Business labeled Unfair Government Competition
as the third most serious concern in the country. In 1987, when the General Accounting Office
surveyed 27K businesses, nearly 2/3 were found to be suffering from a degree of unfair competi-
tion.

Here in Utah, government or quasi-government entities compete with the private sector in a
number of commercial markets. While the commercial activities of government in Utah expand,
other nations have been steadily decreasing their pre-emption of the private sector. Today, many
nations and other states have gone much further than Utah to limit the activities of government in
the marketplace.

Today Utah state and local governments compete with the private sector in many areas produc-
ing services similar to those already commercially available and sometimes even superior because
of the vast capital and operating resources funneled by taxpayers to these organizations. These un-
fair government competitions include golf courses, gyms and fitness centers, banquet and wedding
services, printing, and even telecom.

Taxpayers pay extra in the long run when government gets involved in business. This happens
because taxpayers subsidize the tax-exempt “businesses”, provide capital funds for expansion and
facilities — all of this without any market incentives for economic efficiency. What's worse — be-
cause these activities are not performed in the private sector by a taxed enterprise, the general tax
burden is unnecessarily high for all taxpayers.

Additionally, personal income is depressed by government involvement in private enterprise.
Private production generally leads to more favorable economic outcomes including higher incomes
for low-income households. Government operations lack incentives of the commercial market to
spend and invest wisely, plus government employee costs are driven up.

Restaurants experience a dramatic increase in direct competition from these taxpayer funded
government entities, facilities such as, The Library, Red Butte Gardens, Gallivan Center, Matheson
Court House, and on and on.

The Library was built including a banquet kitchen and equipment, and they advertise weddings
and private events to compete in our sector. Red Butte Gardens can afford a hundred gardeners to
ensure a beautiful taxpayer funded facility and advertise their services in direct competition with
our entire sector. Have your wedding at the new Court House with its gorgeous marble structure.
According to The Downtown Alliance, they can’t schedule public events at the Gallivan Center on
Saturday night the entire year of 2006 because weddings are booked for approximately $200 each.
Why? Because the Gallivan Center gets funded with taxpayer money based upon occupancy, it is
worth it to them to sell their facility at a low price in order to get more taxpayer funds.

It just doesn’t make sense to me! The Gallivan Center and Red Butte Gardens and the Library
and the Court House are public buildings constructed for a specific purpose and should not be
competing with restaurants and hotels and reception centers unfairly. What is the true cost of the
services they provide including the multi-million dollar facilities that you and | pay for? Instead of
a $200 or $2000 wedding — they would probably need to charge $25,000 or $50,000 or more. It
just isn’t fair. Hopefully the legislature will create the Privatization Task Force which will look at
these types of unfair government competition.

Visit Us at www.utahtaxpayers.org



