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Federal Income Tax 
 Standard  

Deduction 
Itemized  
Deduction 

Adjusted gross income $65,000 $65,000
Personal exemptions $12,800 $12,800
Itemized deductions exclud-
ing state income tax 

$0 $8,125

State income tax deducted $0 $2,947
Standard deduction $10,000 $0
Federal taxable income $42,200 $41,128
Federal tax liability $5,600 $5,439
Federal child tax credit $2,000 $2,000
Federal taxes $3,600 $3,439

State Income Tax 
Adjusted gross income $65,000 $65,000
Personal exemptions $9,600 $9,600
Federal itemized deduc-
tions including state income 
tax 

$0 $11,072

State income tax addback $0 $2,947
Standard deduction $10,000 $0
50% federal tax liability $1,800 $1,720
State taxable income $43,600 $45,555
State income tax $2,811 $2,947
Calculations by Utah Taxpayers Association 

 
 

  
 

 
Tax Quirk: In Some Cases, Itemizing Can Reduce Federal 
Taxes While Increasing State Income Taxes 

When preparing federal and state income tax returns, taxpayers normally itemize deductions if 
total deductions exceed the standard deduction ($10,000 in tax year 2005). However, in some in-
stances, itemizing deductions on the federal return increases state income taxes. Most legislators 
and many tax professionals are not aware of this. 

If a taxpayer itemizes on the federal return, the taxpayer must also itemize on the state return. 
When completing the state income tax return, a taxpayer must add back state income taxes that 
are claimed as itemized deductions on the federal return. (State income taxes paid are later 
claimed as a credit towards 
the end of the TC-40). 

The problem arises 
when the amount of federal 
itemized deductions – 
which includes state in-
come taxes paid -- barely 
exceeds the standard 
deduction. More 
specifically, when the 
difference between federal 
itemized deductions and 
the federal standard 
deduction is smaller than 
state income taxes paid, the 
taxpayer’s “net” state 
itemized deductions may 
be significantly less than 
the state standard 
deduction. The above 
example of a family of two 
parents, two children, AGI 
of $65,000, and itemized 
deductions (excluding state 
income tax) of $8,125 
illustrates the point. In the 
above case, the taxpayer’s total federal and state income tax liability has decreased $25, but the 
state portion has increased $136. 

A solution to this problem would be to allow taxpayers to itemize on the federal return while 
claiming the standard deduction on the state return. Currently, taxpayers must claim the same de-
duction on the state return as they declare on the federal return.  

 School District Bond Elections Galore: $633 million 
Six school districts will be holding bond elections on June 27th as outlined in the following 

chart. 
Why not November? 
Most school districts continue to avoid holding bond elections in November, when voter turn-

out is highest and the impact of district employees on the election’s outcome is less disproportion-
ate. Last November, only one school district had a bond election (Uintah). So far, only one district 
is planning to have a bond election this November (Alpine).  

Until two years ago, local governments could hold bond elections in February, May, June, Au-
gust, and November. Districts argued that they needed the option of holding elections in February, 
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Shifting Risk and Cost Away from Government – 
 A New Zealand Experience 

Hear Maurice McTigue, Director,Government Accountability Project, 
Vice President, Mercatus Center at George Mason University speak 
about changing the paradigm of government services in New Zealand, 
giving parents choices in education, and contracting out services previ-
ously done by the government bureaucracy.   
Call 801 972-8814 or email taxwatch@utahtaxpayers.org for a copy of 
Mr. McTigue’s speech, including complete slides. 

Quote of the Month #1 
 

"Out of everything I’ve said 
the past four years, those 
two sentences seem to give 
the [Utah] Taxpayers Asso-
ciation and Education Ex-
cellence [Utah] the utmost 
joy. Parents for Choice 
mailed it out in letters. The 
Taxpayers Association has 
it posted as their quote of 
the month." 

UEA President Pat Rusk com-
menting on reaction to her 
statement "We don't just have a 
relationship with the NEA. We 
are the NEA."  
Source: UEA website 

Education reform is made possible by those who love public education but feel we can do better, 
not by those detractors in the wings, said Rep. Stephen Urquhart.  “In the wings we see, first, 
groups who want to undercut public education.  You know them by their harsh rhetoric, and they 
immediately marginalize themselves.  There’s another group in the wings – which includes the un-
ion – who oppose any and all efforts to improve education.  They are opposed to focusing on the 
core curriculum, opposed to education accountability, opposed to measures dealing with collective 
bargaining, opposed to alternative licensing, opposed to improved composition of the State School 
Board, opposed to getting rid of bad teachers, opposed to private vouchers for remediation, and 
opposed to merit pay,” Urquhart said.  He said both of these groups marginalize themselves and, 
consequently, are ineffective in affecting public policy. 

Urquhart said Utah can and should accommodate the one or two percent of parents whose chil-
dren are not being well-served by the public school system, by allowing them to take a portion of 
the money we are now spending on each student and taking their child to a school of the parents’ 
choosing. 

Tax Reform 
If revenues continue to grow at present rates, Utah could implement the full flat tax proposal 

next year, in spite of the newer, higher fiscal note on the measure which led the Governor to not 
put it on the call for special session.  

Rep. John Dougall said Utah is talking about income 
tax reform because there is so much competition among 
the states for reducing marginal income tax rates and 
consequently Utah must respond to be competitive for 
location of high paying jobs.  He discussed recent and 
current efforts to reduce rates in several states around 
the nation.  He noted that Utah’s neighbors are much 
more competitive than Utah when it comes to income 
taxes.  “Wyoming and Nevada have no income taxes.  
Colorado has a 4.63% flat tax, Arizona’s top rate is 5.04% 
while New Mexico is currently debating a proposal to 
drop their rate to 4.9%,” he explained. 

Rep. Dougall said that by expanding the base and 
lowering the rate Utah can avoid the boom-bust cycle 
which has been so problematic for state budgeters.  The 
change will mitigate the peaks and valleys in the revenue 
cycle, he said. 

Utah hasn’t considered serious tax reform for over 40 
years, according to Neil Ashdown, chief of staff to 
Governor Jon M. Huntsman, Jr.. He said the governor is 
in favor of a flatter, simpler tax to make Utah more competitive as a state and to provide a stable 
funding source for education going forward.  “Utah is not ahead of the curve on income tax reform.  
Across the nation states are lowering their income tax rates.  In 1985 the average rates was a little 
over 7% and Utah was in the middle of the pack at 7.7%.  In a twenty year time period has dropped 
to 5.3% or a 25% drop.  Today Utah’s 7% top rate is over 30% higher than the national average.  If 
we dropped to a flat tax rate of 5% we would be fourteenth lowest,” Ashdown explained.  

Ashdown noted that Utah is unique in earmarking 100% of income taxes for education.  He said 
that with more kids coming into the system, we can either raise tax rates or grow the economy.  He 
said Governor Huntsman is committed to grow the economy by making Utah more attractive 
through lower rates and through such programs as USTAR which will bring high paying research 
and technology jobs to Utah. 
Tax & Spending 
Limits 

“What are we 
buying with our 
large surpluses?” 
was the question 
posed by Rep. Greg 
Hughes at the 
conference.  “We’re 
certainly not buying 
the goodwill of 
those we represent 
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Budget Hearing Dates for School Districts & Cities

School District
Public 
Hearing Time Tax Hike COLA1

Health 
Insurance

Alpine 20-Jun 6:30
Beaver
Box Elder
Cache
Carbon 21-Jun 5:00 NO 3.00% 11.1%
Daggett
Davis NO 4.25% 7.5%
Duchesne 7-Jun 7:30 NO
Emery 16-Aug 7:00 YES
Garfield
Grand
Granite
Iron
Jordan 13-Jun 7:00 NO 2.00% 24.0%
Juab
Kane
Logan
Millard 20-Jun 6:00 NO 3.00% 11.0%
Morgan
Murray 14-Jun YES 4.15% 0.0%
Nebo 20-Jun 6:00 NO
No. Sanpete
No. Summit 14-Jun 7:00 NO
Ogden 21-Jun 6:00 YES 0.0%
Park City 20-Jun 5:00 YES
Piute 13-Jun 4:00 NO
Provo 6-Jun 5:00 YES
Rich 20-Jun 6:00
Salt Lake
San Juan
Sevier 21-Jun 6:00 YES
So. Sanpete 14-Jun 6:30 YES 5.00% -2.0%
So. Summit 22-Jun 7:30
Tintic 19-Jun 5:00 NO
Tooele
Uintah 20-Jun 7:00 NO 9.0%
Wasatch
Washington 8-Aug 6:00 YES 4.40% 8.8%
Wayne 14-Jun 8:00 NO
Weber 14-Jun 6:00 NO

City
Public 
Hearing Time

Tax/Fee 
Hike COLA

Health 
Insurance

Bountiful 6-Jun 7:00 NO 9.0%
Cedar City
Layton 15-Jun 7:00 NO
Logan
Murray 6-Jun 6:30 YES 20.8%
Ogden 30-May 5:00 YES
Orem
Provo
Roy NO 3.0% 15.0%
Salt Lake 6-Jun 6:15
Sandy 30-May 7:00 NO 10.0%
South Jordan 2-May NO 18.0%
St. George 1-Jun NO 18.0%
Taylorsville YES 15.0%
West Jordan 6-Jun 6:00 NO 2.7% 18.0%
West Valley 1-Aug 6:30 YES
1- Does not include step and lane changes which most employees receive annually
Check back at www.utahtaxpayers.org for updates to chart
Many cities/school districts have not yet responded

because the ‘needs’ are even greater than we can possibly fund.  If we use surpluses to grow gov-
ernment, when the next downturn comes, we make cuts.”   

Hughes said the purpose of the state appropriations and tax limitation act, first enacted in 1989 
was (a) to limit state mandated property taxes under the minimum school program, (b) limit state 
government appropriations to population and inflation growth, and (c) limit state bonded indebt-
edness.  “The measure was amended in 
2004 and many predicted we would never 
see the day when the limitation would be 
a factor in the budgeting process.  Well, 
here we are in 2006 and after a 17% 
increase in state spending this year, we 
have arrived at that cap,” Hughes said.  
Outside of Transportation and Education, 
which are exempt from the limit, we are 
currently only about seven to ten million 
dollars under the cap.  Hughes warned 
that we are arriving at the cap and he 
urged policymakers and the public to not 
give in to the temptation to lift the cap.   

 Are Toll Roads 
“Double” Taxation?  

Tolls roads are not a form of double 
taxation, despite claims from opponents 
of toll roads. The “double taxation” sound 
bite may be good PR, but it is a bad 
argument from a logical policy per-
spective.  

 Imposing Tolls on New Roads 
Opponents of tolls argue that tolls are 

a form of double taxation since drivers are 
already paying gas taxes in order to drive 
on the roads. Using this logic, opponents 
should be arguing that tolls roads are a 
form sextuple taxation since we are 
already subject to “quintuple” taxation. 
We currently pay several taxes and fees 
for road construction and maintenance, 
including sales taxes (state, county, city), 
property taxes (county, city), vehicle 
registration fees (state, some counties), 
gas taxes (federal and state), and impact 
fees (cities). Of these sources, some are 
general taxes and some are user fees to 
one degree or another (gas tax, 
 impact fees, and vehicle registration 
fees). 

Would opponents argue that federal, 
state, and local governments should rely 
on only one source of tax and fee revenue 
in order to avoid “double” or “quintuple” 
taxation? 

Not surprisingly, state and local 
governments use multiple revenue 
sources to fund various government 
programs. Public education, for example, 
is funded by state income tax, federal 
income tax, state liquor tax (school 
lunch), local property taxes, and fees.  

If state and local governments need 
addition funding for transportation pro-
jects, why would raising addition funding 
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Food Sales Tax: Full Rate and Reduced Rate Items
Seller Item Sales Tax 

Rate 
Restaurant 
Tax4 

Food and food ingredients Reduced No 
Non-food items Full No 
Deli (meat, salad) Reduced No 
Bakery food Reduced No 
Rotisserie items Full1 No 
Restaurant (i.e. McDonalds) Full1,2 Yes 

Grocery 
store 

Food court (i.e. Costco) Full1,2 Yes 
Prepared food Full1,2 Yes 
Food ingredients Reduced Yes 

Restaurant – 
stand alone 

Candy bars, etc. Reduced Yes 
Soft drinks in cooler Reduced No 
Soft drinks at fountain Full1,2 No 
In-store restaurant (Subway, 
Wendy’s) 

Full1,2 Yes 

Food and food ingredients Reduced No 

Convenience 
store 

Hot dogs, burritos, etc. Full1 No 
Bagels/donuts Full2 Yes 
Cream cheese Reduced Yes 

Bagel/donut 
shop 

Milk, OJ, etc. Reduced Yes 
Bakery (tra-
ditional) 

Food and food ingredients  Reduced3 No 

Fountain drinks Full1,2 No 
Candy bars Reduced No 

Movie  
theater 

Popcorn, etc. Full1,2 No 
Dinner 
 theater 

All Full1,2 Yes 

1.Taxed at full rate because items are mixed and/or prepared or heated on site for immediate 
consumption 
2.Taxed at full rate because items are sold with utensils (forks, spoons, napkins, cups, straws) 
3.Assumes items are sold without napkins and utensils  
4. Restaurant tax is 0.7% in Utah County and 1% in all other counties except Emery, Millard, 
Piute, and San Juan Counties which do not impose one.

through tolls be double taxation but generating the same amount of funding by increasing gas 
taxes or sales taxes would NOT be double taxation? 

In the long run, especially as vehicle miles traveled increase faster than population growth, im-
posing tolls will cost taxpayers less than increasing general taxes such as state and local sales taxes 
and local property taxes. Tolls and congestion pricing expose the true cost of building and main-
taining infrastructure, and this will encourage commuters to live closer to work, car pool, tele-
commute, or change their work schedules to avoid peak commuting times. While gas taxes are a 
user fee, gas taxes do not differentiate between travel on I-15 during rush hour and driving on a 
lightly used road on a weekend. 

Imposing Tolls on Existing Roads 
Federal law severely restricts imposition of tolls on existing roads, and opponents argue that gas 

taxes and general taxes have already paid for these roads so imposing tolls would be double taxa-
tion since these roads have already been paid for with gas and general taxes.  

However, according to toll opponents’ own logic, gas taxes are a form of double taxation be-
cause once a road is paid for, drivers still pay gas taxes to drive on that road. 
Sales Tax on Food:  
What Will Be 
Taxed at the 
Lower Rate & 
What Won’t  
Explaining the state’s 
decision to reduce the 
sales tax rate on 
unprepared food by two 
percentage points is a 
little more complicated 
than saying “purchases 
at grocery stores will be 
taxed at a two percent 
lower rate lower rate 
than purchases at a 
restaurant.” The 
following table 
summarizes what will be 
taxed at the higher sales 
tax rate, what will be 
taxed at the lower rate, 
and what will be subject 
to restaurant tax. Some 
gray areas may exist, 
particularly for 
businesses that are a 
combination of 
restaurant, grocery store, 
bakery, deli, or related 
enterprises. 

 U.S. District Court Strikes Paycheck Protection Law 
Utah’s Paycheck Protection legislation has been struck down as unconstitutional on first 

amendment free speech grounds by U.S. District Court Judge Tena Campbell. The Utah Legisla-
ture and Attorney General Mark Shurtleff have decided to appeal the decision. 

Paycheck Protection was enacted after several years of attempts to ensure that taxpayers are not 
forced to collect political contributions for public employee unions and teacher unions. In the past, 
68% of Utah teachers contributed to the PAC of the statewide teacher union, UEA.  
This was done through payroll checkoff every payday before teachers got their paychecks. To 
achieve this high participation rate from usually conservative teachers contributing to liberal can-
didates for public office, the UEA local building representative would go from class to class inviting  
teachers to sign a card for the payroll deduction. In a convenient agreement between the union and 
the school district, a teacher’s decision to allow dues and PAC checkoff could not be rescinded 
throughout the school year. 
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With the passage of Paycheck Protection, only 6.8% of teachers have contributed to the UEA 

PAC, which indicates the percent of “die hard” union members in Utah public schools. 
Senators Steve Poulton and Howard Stephenson began the push for paycheck protection in the 

mid 90s and touted the idea to national conservative state legislative groups. As a result, several 
states have now enacted paycheck protection legislation. Utah’s law was finally passed in 2001, 
sponsored by Murray Republican Representative Chad Bennion who lost his bid for re-election in 
2004. 

In 2001 UEA filings with the State Elections Office showed cash on hand of $636,738. The 2005 
filing showed just $295,000. these figures do not include local teacher union PAC’s. 

Utah’s first version of paycheck protection was found in state district court to not be in violation 
of free speech constitutional protections.  

The fact that Judge Campbell found just the opposite is felt to be unsupportable on appeal. Your 
Taxpayers Association believes the practice of using the taxpayer funded payroll system for collect-
ing PAC money for a narrow group of public employees actually forces taxpayers to enhance the 
political speech of public employee unions at the expense of the taxpayers who collect the money 
for the unions. 

Some Politicians Learn the Hard Way- Don’t Raise Taxes! 
Tax and spenders are being thrown out of office all across the nation according to the Wall 

Street Journal which in May reported on a gang of 15 incumbent big–government Republicans in 
Pennsylvania who were voted out of office in the state’s primary elections.   

Despite being outspent 8-1 by the tax and spend incumbents, conservatives managed to win 
against the Senate’s top two leaders and 13 incumbents in the House. The two Senate leaders with 
over 56 years of incumbency could barely manage to get 1/3 of the vote from the displeased GOP 
voters.  

In the Journal article, the newly defeated President of the Senate wondered if this would be a 
precursor to state and local elections around the nation.  Last month your Taxpayers Association 
highlighted the results of what happened in Davis County to the commissioners as a result of a pro-
posed a 138% property tax increase. 
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