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Taxes Now Conference May 4th! 
The future of tax reform in Utah will be explored at the May 4 Taxes Now Conference by Gover-

nor Jon M. Huntsman, Jr., Senate President John Valentine, House Speaker Greg 
Curtis.  They will explain their initiatives for the 2008 session and what tax changes are still 
needed to stabilize tax revenues and improve Utah’s economy in the long term. 

  Tax Impacts Of Education Reform 
The tax ramifications of education reform, splitting large school districts, merit pay, and com-

puter-assisted instruction will be the topic of a panel of speakers at the Taxes Now conference. 
Rep. Greg Hughes will describe Utah’s new school voucher program which will recruit par-

ents who will voluntarily allow the state spend an average of $2,000 for their children’s education 
instead of the $7,500 currently spent.  Hughes will also explain the effect of the current referen-
dum drive on implementation of the voucher program.  

House Speaker Greg Curtis will discuss Utah’s statutes for creating smaller school districts 
and solutions to the adverse effects this could have on property taxes in the rapidly growing, 
smaller districts. 

Utah’s inability to hire qualified math and science teachers will be addressed by Rep. Ronda 
Menlove who sponsored ProExcel, the differential/merit pay plan which was supported by the 
State School Board but not passed by the Utah Legislature. 

State Superintendent Patti Harrington will explain the 21st century classroom and how 
the $50 million technology money will be utilized to enhance computer-assisted instruction. 

 Recent and Future Tax Changes 
Sen. Niederhauser will discuss changes to Utah’s individual income tax and how it will affect 

Utah families. SB223 enacted major changes that reduce tax burdens ($108.7 million in FY09) 
while creating a tax system with a single, lower rate and a broader base.  

Greg Fredde of Merit Medical will explain  Utah’s new simplified  R&D tax credit and how it 
eliminates provisions which penalize high-growth companies, and encourage additional invest-
ment into Utah’s growing research and development activities.  

Sen. Mike Dmitrich will review how expanding sales tax exemption for business inputs to in-
clude mining ($7.4 million tax cut reduction) was good tax policy. He will also review other ways in 
which Utah can  avoid taxing business inputs which discourage investment.  

Rep. Mike Noel will review how the  reauthorization and expansion of  the existing renewable 
energy tax credit will encourage investment in Utah, and create alternate efficient ways to produce 
clean affordable energy.   

Tax Commissioners Marc Johnson, D'Arcy Dixon Pignanelli, Bruce Johnson and tax 
experts explain changes in Utah’s tax laws such as; eliminate penalties where no taxes are owed 
(SB5), late payment penalties modifications (SB74), income tax filing date extension(SB 266) . 

 Question: How will Utah address the transportation crisis? 
Transportation infrastructure is critical for Utah's economic development, but can Utah expand 

its transportation system without massive tax increases and without diverting even more gen-
eral funds from K-12 and higher education? Will recent tax cuts be offset by future state and local 
tax hikes for transportation? These questions will be explored by a panel of experts at the Utah 
Taxes Now Conference. 

 In FY2008, the state will be spending almost $700 million in state general funds for roads, a 
good portion of this is statutorily earmarked for. Prior to the early 1990s, state government relied 
almost entirely on user fees such as gas taxes to fund transportation. Despite the huge increase in 
general funds for roads, transportation advocates say more money is needed for roads. 

  At the same time, local sales taxes for transit and roads are steadily increasing, with many ad-
vocates saying that more money is needed, possibly sales tax rates of 8%. 

  Answer: Transportation Reform 
Utah can address its transportation problems by encouraging more efficient use of existing and 

future transportation infrastructure and more efficient allocation of transportation dollars. Several 
speakers at the 2007 Utah Taxes Now Conference will address transportation reform: 

 David Horner of the US Department of Transportation will discuss congestion pricing, a 
means to encourage more efficient use of transportation infrastructure. 

Rep. Wayne Harper will address prioritizing roads and transit projects based on the cost ef-
fectiveness of reducing congestion. 

Sen. Sheldon Killpack will address efforts to purchase transportation corridors before land 
prices escalate due to encroaching development. 

Mike Jerman of the Utah Taxpayers Association will discuss increasing gas taxes to encourage 
more efficient use of transportation infrastructure while reducing individual income taxes to en-
sure revenue neutrality. 
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 % of Sales % of Wages % of  Property 
Other States 99% 1% 1% 
In State 1% 99% 99% 
Total Apportionment is calculated as follows: 
Other states = (99% + 1% + 1%) / 3 = 33.7% 
Utah = (1% + 99% + 99%) / 3 = 66.3 

Quote of the Month #1 
 

"We are concerned here. 
We're worried about the 
2008 elections. We have 
to put forward our con-
servative package — not 
so much on the moral is-
sues but on fiscally con-
servative issues. We need 
to bring our people back." 
Jeff Hartley, Executive Direc-
tor, Utah Republican Party 
Source: Deseret Morning News, April 
3, 2007 

 
       My Corner - by Howard Stephenson   

 Time to fix Utah’s punitive corporate income tax 
Following the recent signing of SB223 – the $220 million omnibus tax cut package 

– there was broad media coverage of the individual income tax cut which makes up 
$109 million of the cut and $80 million in sales tax cuts.  These were viewed as tax 
cuts “for the people.”  But perhaps the most important parts of the bill for “people” and 

families were labeled as tax cuts for businesses: The $5 million mining equipment sales tax exemp-
tion, the $14.5 million research and development tax credit, and the $3 million renewable energy 
tax credit.  

These business tax cuts – although meager in amount compared to the tax cuts on “people” – 
are designed to make Utah more attractive for capital investment and therefore more attractive for 
higher paying jobs to support Utah families.  Governor 
Huntsman understands this and pointed out in his remarks 
at the signing of SB223 that capital is a coward, and 
consequently, it is incumbent on policymakers in Utah to 
make Utah safe for capital investment. 

In recent years, states have been slowly reducing 
corporate income taxes to remain competitive in a global 
economy. States have been doing this not by reducing 
corporate income tax rates but rather by increasing the sales 
factor weighting in corporate income tax apportionment 
formulas.   
Why shouldn’t Utah repeal the state corporate income 
tax entirely? 

Complete repeal of the Utah corporate income tax 
presents two problems. First, the fiscal impact would be 
huge. In FY2006, Utah's corporate income tax generated 
$380 million (the amount generated each year varies dramatically depending on the state of the 
economy). Increasing the sales factor weighting would impact revenues by about $30 to $50 mil-
lion per year. 

Second, complete repeal of the state corporate income tax would allow local governments to be-
gin collecting property taxes on intangible property such as patents, trademarks, and goodwill. The 
Utah state constitution prevents the taxation of intangible property as long as corporate income 
tax is imposed ("If any intangible property is taxed under the property tax, the income from that 
property may not also be taxed." -- Utah Constitution, Article XIII, section 2, part (6)) 

For example, let's assume a company has a market value based on its stock price of $1 billion 
and tangible real and personal property of $100 million. Currently, local governments can impose 
property taxes on $100 million. If the state corporate income tax were repealed without changing 
the state constitution, then local governments would impose property taxes on $1 billion. 

  What is apportionment of corporate income? 
Apportionment of corporate income is an important issue for multi-state companies. Many dec-

ades ago, states agreed to use an evenly weighted three-factor apportionment formula based on a 
corporation's sales, property, and wages. Each factor was given a 33.3% weighting. This was in-
tended to prevent over taxation of a corporation's profits. For example, without apportionment, a 
company doing business in twenty states would have to pay 100% state corporate income tax if 
each state imposed a 5% corporate income tax rate.  

Using the evenly weighted three factor formula, the corporation's income would be apportioned 
to each state where it did 
business. The following 
hypothetical example 
illustrates how this works 
Why increase sales 
factor weighting? 

States have been 
increasing the sales factor 
weighting from the usual 33.3% in order to incentivize and encourage investment by high wage, 
export-oriented companies that have the option of locating in any state (or country for that mat-
ter). A semiconductor manufacturer, for example, pays high wages, brings money into the state by 
exporting products to other states, and can locate anywhere.  
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Quote of the Month #2 
 

"You mean we increased 
public education spending 
half a billion dollars this 
year and we still can't get 
qualified math and sci-
ence teachers? Some-
thing's broken!" 
Rick Jensen, Draper resident, 
responding to the legislature's 
failure to pass legislation 
which would pay math and 
science teachers $10,000 more 
than, say, P.E. teachers. 
Source: Communication to Utah Tax-
payers Association

 
 
 
 
 
 
 
 
 
 
 
By increasing the sales factor to 100%, a company that employs Utahns and invests in Utah but 

exports all or most of its product to other states, would pay zero or little Utah corporate income tax 
(assuming the throwback rule were eliminated, which is a topic for another time). Companies that 
produce and employ in other states but sell their products in Utah would not benefit from this 
change. 

Using the above example, the apportionment to Utah would be 1% if single sales factor were 
used instead of 66.3% if evenly weighted three factor were used. 

Utah recently enacted an electable double-weighted (50%) sales apportionment formula. Only 
eight states still use an evenly weighted formula for all corporations. Thirteen states allow or soon 
will be allowing some or all corporations to use single sales factor (100% weighting). In addition 
three states (Nevada, South Dakota, and Wyoming) do not impose corporate income taxes at all.  

Accomplishing the enactment of an electable single sales factor should be done in the 2008 ses-
sion of the Utah Legislature.  It may require a phase-in over a few years rather than an immediate 
jump from the 50% sales factor weighting currently allowed, 
but however it is done, there should be no delay in passing 
the law to make Utah more competitive. 

 Tax Freedom Day  
Tax Freedom Day will arrive on April 30th this year, 

according to the Tax Foundation, two days later than last 
year. On a state-by-state basis, Tax Freedom Day arrives on 
different days. In Utah, for example, Tax Freedom Day 
arrives on April 22nd, a couple days earlier than the nation as 
a whole. 

Tax Freedom Day is a broad economic measure that 
accounts for the amount of federal, state, and local taxes 
paid as a percent of national income. In 2007, Americans 
will earn $12.199 trillion in income and pay $3.988 trillion 
in taxes, or 32.7% of national income. Multiplying 32.7% by 
the number of days in a year equals 120 days. April 30th is 
the 120th day of the year. 

  Why does Tax Freedom Day arrive earlier in Utah? 
Utah’s federal income tax burden is lower than the national average, due largely to larger fami-

lies and lower annual wages. Larger families mean more federal personal exemptions and child tax 
credits. In fact, many middle-income Utah families pay little or no federal income tax.  

Utah’s average annual wage is about 18% below the national average (this is an average wage, 
not a per capita wage which includes children). Since the federal  tax is steeply progressive, Utah’s 
lower wages means that Utahns pay lower federal income taxes compared to the national average. 

Several legislators argue that Utah’s lower federal tax burden justifies a higher state and local 
tax burden. However, every level of government should be held separately accountable for the 
taxes it imposes. For example, a city should not argue that it is justified in imposing higher taxes 
than other cities simply because the county tax rate is lower than other counties. 

  Responding to criticism from the Left 
Some groups  criticize the Tax Foundation’s Tax Freedom Day calculation. They argue that Tax 

Freedom Day does not measure the tax burden of a median income American. The Tax Foundation 
responds that Tax Freedom Day is a broad measure that accounts for tax burden across the entire 
economy and was never intended to measure the tax burden of the “average” American.  

Some groups maintain that Tax Freedom Day overstates America’s tax burden because taxes on 
capital gains are included in the numerator (taxes) but capital gains income is excluded in the de-
nominator. The Tax Foundation responds that including capital gains income would impact Tax 
Freedom Day calculations by roughly one percent. Go to taxfoundation.org to read more 

 

PRST STD
US POSTAGE 

PAID 
SALT LAKE CITY, UT 

PERMIT, NO.801
 
 
 
 
 
 
Utah recently enacted 
an electable double-
weighted (50%) sales 
apportionment for-
mula. Only eight 
states still use an 
evenly weighted for-
mula for all corpora-
tions. 
 
 
 
 
 
 
 
Tax Freedom Day will 
arrive on April 30th 
this year, according to 
the Tax Foundation, 
two days later than 
last year. 
 
 
 
 
 
 
 
 
 
 
Utah’s federal income 
tax burden is lower 
than the national av-
erage, due largely to 
larger families and 
lower annual wages. 


