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son is simple: state employees’ salaries and benefits account for a significant portion of states’ costs.

Recommendations: Cap employment; freeze state hiring; reduce the number of government
positions; eliminate phantom positions (i.e. when many agencies and higher education institutions
receive funding for a certain employment level, invariably a percentage of the positions are never
filled); provide incentives for early retirement; renegotiate labor contracts; and reduce retirement
costs.

2- Spread the Pain: Impose Broad-Based Spending Cuts
For governments needing to quickly identify budget savings—with no time to implement a more
strategic process of “rightsizing” and restructuring—across-the-board spending cuts are often a
necessary weapon in the budget-balancing arsenal.

Recommendations: Make across-the-board budget reductions; freeze spending to prior year’s
level; and freeze Cost Of Living Allowance (COLA).

3- Modernize Government: Reform Entitlement Programs
Nationally, Medicaid now accounts for one-fifth of total state expenditures, second only to educa-
tion. The most promising reform plans allow consumers to choose among multiple providers; cus-
tomize benefits according to patients’ needs and circumstances; target benefits to the truly needy;
and recognize the Medicaid population consists primarily of three distinct groups—older people,
blind and disabled people, and low-income families—each of which needs to be treated differently.

Recommendations: Adopt market-based, consumer-choice Medicaid reform; if comprehensive
Medicaid is not possible, reduce costs through more targeted approaches; adopt a “pay after per-
formance” model for Temporary Aid to Needy Families (TANF); and use technology to reduce
fraud, abuse, and overpayments.

4- Turn Capital Assets into Financial As-
sets: Sell or Lease Government Assets
and Enterprises

Various methods can be employed to carry out

such sales, including auctions, negotiated sales,

management or employee buyouts, and placement
with investors. The largest state privatizations
over the past decade have involved the sale of
state-run workers’ compensation funds.

Recommendations: Direct a special legisla-
tive committee or executive branch unit to iden-
tify privatization opportunities; provide a finan-
cial incentive for agencies to turn physical capital
into financial capital; and adopt a capital charge system.

5- Apply Antitrust to Government: Introduce Competition in Service Delivery
By opening up public services to competition from private providers, states can realize savings and
improve service quality. In Indianapolis, Mayor Stephen Goldsmith bid out more than 70 city ser-
vices at an average savings of 20 percent.

Recommendations: Do a competition review (i.e. the legislature should require the executive
branch to conduct a comprehensive, government-wide inventory of activities that could be per-
formed by the private sector); mandate that a certain percentage of services be opened up to compe-
tition each year; and incorporate employee incentives into competition programs.

6- Fund Results: Reduce or Eliminate Programs That Perform Poorly
Where we find success, we should reward it, repeat it, make it the standard. And where we find
failure, we must call it by its name. Government action that fails in its purpose must be reformed
or ended. —Governor George W. Bush (2000)

Recommendations: Grade program performance; buy outcomes from high performers; reduce
or eliminate payments to poor performers; and adopt performance funding for higher education in-
stitutions.

7- Change the Incentives: Reward Employees for Saving Money
There are a variety of ways to link pay to performance, including performance contracts, perform-
ance bonuses, shared savings, gain sharing, and productivity awards. In addition, step-pay raises
and COLAs can be eliminated.

Recommendations: Establish an employee incentive and gain sharing programs; tie bonuses to
meeting budget reduction targets; and replace longevity pay with performance pay.

8- Get Rational: Reduce Duplication and Overlap
The first step is to identify the duplication and overlap. The best way to do this is to determine the
main lines of business performed by state government and then figure out which agencies provide
each service.

Privatization Opportunities

Enterprises: Golf courses, turnpikes, water
systems, airports, hospitals, ports, liquors
operations, gas and electric utilities, waste
water treatment plants, waste-to-energy
plants and dormitory food service.

Assets: Tax liens, loan portfolios, stadiums
Real estate: Public housing, hotels, surplus
lands and buildings.
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Recommendations: Use results-based budgeting to reduce redundancy; adopt an enterprise
approach to IT spending; consolidate state data centers; and consolidate some small agencies (i.e.
agencies with fewer than 100 employees).

9- Take the Cost Out: Use Technology to Slash Overhead
There are proven ways to extract cost savings from e-government and IT. Kentucky realized $140
million a year in cost savings and revenue gains from using technology to reengineer the state’s
business processes.

Recommendations: Require agencies to procure most goods and services online; reduce pro-
curement budgets by 2 to 5 percent to reflect savings from e-procurement; save money by letting
customers serve themselves; and use technology to cut fraud, waste, and abuse.

10- Arm for Battle: Create Cost-Cutting Brigades
Every state should have a powerful independent agency that conducts periodic, top-to-bottom re-
views of state programs, agencies, and departments and makes recommendations to maintain,
eliminate, redesign, or restructure them.

Recommendations: Establish and/or strengthen periodic performance and program reviews;
and establish and/or strengthen sunset review processes.

My Corner

By Howard Stephenson

For Utah Taxpayers, This is the Crazy Season

We've seen the biggest local tax protest in my 25 years at the Taxpayers Association as
Davis County Commissioners proposed a 138% tax hike which incidentally, was absolutely unneces-
sary. Now, some legislators are talking seriously about increasing taxes to solve a $117 million
budget deficit.

When facing budget challenges, it seems the first thing too many politicians think of is tax hikes.
Many state and local leaders are proposing tax increases because too many of them don’t have the
backbone to live within their means. They don’t seem to realize that Utah taxes already rank gth
highest among the 50 states. They don’t seem to care that last year one in 34 Utah households
filed for bankruptcy - the nation’s highest rate, and this year Utah’s bankruptcy rate looks even
worse.

While joblessness grows and most employees in the private sector feel lucky to have a job paying
the same as last year, government agencies still dole out pay raises like the good times are still
here. For example, Davis County has proposed a 1.5% cost-of-living adjustment plus a 3.25% merit
increase. Salt Lake County is planning on giving a 1% COLA next year plus 2.75% merit increases.
Additionally, the full-time administrative assistants for the part-time Salt Lake County Council will
get an outrageous 15% or $7,000 salary hike, bringing them to $54,500. Frankly, the nine AA’s are
hardly overworked and some observers have suggested that one AA for every three council mem-
bers would be adequate. As shown elsewhere in this newsletter, Salt Lake County is known as the
government agency in Utah with the highest salaries. An amazing 68 employees in Salt Lake
County receive over $90,000 annually compared with 8 in Davis County and just 2 in both Utah
and Weber counties.

Why does it take economic hard times for taxpayers to realize how many elected officials just
don’t seem to get it?

Fortunately, there are some public servants who do get it. Utah County Commissioners, facing
similar budget challenges as other elected officials this year have cut budgets instead of raising
taxes. They eliminated $2 million normally allotted for long-term capital improvements, trimmed
about 15 employees, and are now proposing a one-day furlough, without pay, for all county em-
ployees to finish balancing the budget. Utah County’s proposed $47 million general fund budget
for 2003 is $3 million less than this year's.

Short of cloning Utah County Commissioners, the avoidance of unnecessary tax increases requires
the vigilance of citizens everywhere. We saw an example of this vigilance at the Davis County truth-
in-taxation hearing where approximately 2,000 taxpayers turned out to hold commissioner’s feet to
the fire. Hopefully there will be a similar public reaction if the legislature tries to balance its budget
on the backs of taxpayers instead of making necessary cuts in spending.
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Your Taxpayers As-
sociation annually re-
views the budgets of
county governments. To
date five counties have
indicated they intend to
increase property taxes.
A few of the counties do
not yet have a firm pro-
posed budget and have
not provided the Asso-
ciation with budget data.
The accompanying table
summarizes the re-
sponses that the Associa-
tion has received. One
common factor that has
emerged is significant
increases in employee
insurance costs averag-
ing 8%. On average
counties will be giving a
1.9% cost of living in-
crease to employees.

Cache County:
County officials intend to
increase property taxes
by 34% to cover the
M&O costs of a county
jail expansion. County
residents also recently
passed a property tax in-
crease to bond for the
construction of the jail
expansion. The tentative
budget proposes a health
insurance cost increase
of 8.2% and a 1% cost of
living increase.

cost of living increase.

ing increase.

2003 County Budgets

2003 County Budgets Analyzed

Health Pay

County Budget Hearing Tax Hike? Insur. Increase
Beaver 12/16/02 | 7:00 p.m. No 1.50% 2%
Box Elder 12/3/02 10:00 a.m. | No 11.7% 1.5%
Cache 11/26/02 | 6:00 p.m. Yes- 34% 8.2% 1%
Carbon 11/26/02 | 4:00 p.m. No 9.7% 3%
Daggett 12/27/02 | 6:00 p.m. Yes-117% 12% 3%
Davis 12/2/02 6:00 p.m. Yes- 138% 10% NA
Duchesene | 12/23/02 | 7:00 p.m. No 15% 1.7%
Emery 12/17/02 | 6:00 p.m. No 0% 0%
Garfield 12/9/02 6:30 p.m. No 9.5% 5%
Grand 12/2/02 7:00 p.m. No 10% 0%
Iron 12/19/02 | 6:00 p.m. Yes-47.8% 0% 1.6%
Juab 12/16/02 | 6:00 p.m. No 16% 2%
Kane 12/16/02 | 10:00 a.m. | No 13% 3%
Millard 12/9/02 1:00 p.m. No 1.5% 2.8%
Morgan 12/17/02 | 6:00 p.m. Yes- 8% 3% 1.5%
Piute 12/9/02 2:00 p.m. No 12% 0%
Rich 12/4/02 1:00 p.m. No 19% 3%
Salt Lake 12/10/02 | 6:00 p.m. No 7% 2.7%
San Juan 12/2/02 6:00 p.m. No NA 0%
Sanpete 12/16/02 | 6:00 p.m. No NA 0%
Sevier 12/16/02 | 2:00 p.m. No 10% 3%-8%
Summit 12/19/02 | 2:00 p.m. No -7% 3%
Tooele 12/17/02 | 3:00 p.m. No 28% 3%
Uintah 11/18/02 | 2:00 p.m. No 10% 4%
Utah 12/3/02 9:00 a.m. No NA 0%
Wasatch 12/9/02 6:00 p.m. No 10% 0%
Washington | 12/4/02 4:00 p.m. No 5% 5%
Wayne 12/16/02 | 10:00 a.m. | No 7% NA
Weber 11/26/02 NA No 13% 2%

Daggett County: County officials intend to increase taxes by 117% to cover the cost of a double
homicide prosecution and forest fire. At the conclusion of the prosecution they will decrease the
property tax hike. The tentative budget proposes a health insurance cost increase of 12% and a 3%

Davis County: County officials intend to increase taxes by 138% to cover a jail expansion, 40
new vehicles, 31 additional hires, computer upgrades and other needs to continue county govern-
ment. The tentative budget proposes a health insurance cost increase of 10%, 1.5 cost of living in-
crease and a 3.25% merit increase.

Iron County: County officials intend to increase taxes by 47.8% part of which will go to the
M&O cost of their jail. Their co-ownership of the jail with the state ended in September 2002; there-
fore, county officials suggest a loss of approximately $800,000 of state funds. The tentative budget
proposes a health insurance cost increase of 0% and a 1.6% cost of living increase.

Morgan County: County officials intend to increase taxes by 8% part of which will go to the M&O
cost of their jail. County officials suggested the tax increase was due to a loss in state funds and
grants. The tentative budget proposes a health insurance cost increase of 3% and a 1.5% cost of liv-
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Association Elects Officers

Paul Judd of RioTinto Corporation, has been re-elected Chairman of the Utah Taxpayers Associa-
tion Board of Directors. Ken Macey with Macey’s Enterprises was re-elected as Vice Chair, Kenneth
Olafson with Thelco Pump was re-elected Secretary and Keith Prescott of Wisan, Smith, Racker &
Prescott was re-elected Treasurer. The election was held in conjunction with the Association’s an-
nual meeting on November 22.

Also elected were four new members of the Board of Directors: Tyler Hunt of KPMG, Salt Lake
City; Stan Lockhart of Micron, Lehi; Howard Holt of Brighton Bank, Salt Lake City; Jack Towsley of
Mountainstar Healthcare, Salt Lake City.

The membership expressed appreciation for the many years of service rendered by six directors
retiring from the board this year. They are: Steve White of Bluefin Design, Provo; KenWarnick of
Great Salt Lake Minerals, Odgen; Steve Bateman of Mountainstar Healthcare, Ogden; Richard
Knapp of University Properties, Provo; Douglas Bringhurst of Village Bank, St. George; and Nancy
Vendenberg of El Paso, Denver.

Members of the board continuing their service include: H. Val Hafen of Hafen Buckner Everett &
Graff, St. George; Robert Kimsey of Sizzling Patter, Murray; Ken Warnick of IMC Kalium, Ogden;
Kevin Boardman of Utah Power, Salt Lake City; Mark K. Buchi of Holme Roberts & Owen, Salt Lake
City; Maxwell Miller of Parsons, Behle & Latimer, Salt Lake City; Robin Riggs of Qwest, Salt Lake
City; Bert Smith of Smith & Edwards, Ogden; Ryan Wolfe of Autoliv ASP, Ogden; Robert Fredricks,
Union Pacific, Nebraska; Ruland Gill, Questar, Bountiful.

Davis County Commissioners Propose 138%
Property Tax Hike

Truth-in-Taxation hearing turns into largest tax protest in years

More than 2,000 Davis County residents showed up to protest a proposed 138% tax increase in
the county’s portion of the 2003 property tax bill. Taxes on a typical Davis County residence would
increase by $150. If approved, the total property tax bill for a typical Davis County resident would
increase by 15%.

Proposed Tax Increase by the Numbers
If approved, Davis County’s tax rate would be 7th highest in the state and 48% above the state aver-
age. If the proposed 2003 budget is approved, total county spending will have increased at a whop-
ping 15% annualized rate since 1996.

On a per capita basis, Davis County’s total spending in 2003 would be 50% higher than Utah
County’s. Utah County serves as a good benchmark because the counties are economically and de-
mographically similar. Utah County also has the lowest property tax rate of any county along the
Wasatch Front.

Five of Utah’s 29 counties are considering tax increases this year.

New Jail: Reality or Smokescreen?

County Commissioners are claiming that the construction and maintenance & operation of the new
jail is responsible for most of the $15 million increase. However, county documents show that much
of the increase will be used to increase the county’s reserves and to fund the acquisition of 41 new
vehicles and an upgrade to the county’s information systems. The county intends to hire 31 new
employees, and current county employees will be receiving a 1.5% cost-of-living pay raise and up to
a 3.25% merit pay increase.

Davis County claims that a new 400-bed jail is desperately needed even though the state has 400
empty beds at the Draper facility and 288 at the Gunnison facility. Salt Lake County also has excess
jail space and has even offered to take Davis County’s inmates.

Proposed Budget a Lesson in Poor Fiscal Management
Davis County’s proposed budget violates several principles of sound fiscal management. First, the
proposed $31 million bond would be financed by increasing the general operations levy instead of
increasing the debt service levy. Normally, capital projects are financed by voter-approved general
obligation bonds where the property tax levy automatically decreases as the debt is retired. How-
ever, by increasing the general fund levy, Davis County’s total tax rate will not decrease as the debt
is retired. Basically, county officials are proposing to use debt issuance to institute a permanent tax
increase.

Second, the county is intending to permanently increase taxes to fund one-time purchases of ve-
hicles and improvements to the county information system.
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Third, the county intends to raise taxes to increase fund balances. Maintaining adequate fund bal-
ances are appropriate in order to maintain good bond ratings. However, proper fund balances
should be maintained by cutting expenses or by using unexpected surpluses that occur during
strong economic years.

Fourth, the county is proposing to raise taxes before they are needed. One-third of the $15 million
increase is earmarked for the operation of the new jail. However, the new jail will not be opened un-
til 2005. Several years ago, Utah County built a new jail but did a two-stage tax increase: one tax in-
crease to build the jail and a second tax increase to operate the jail once the jail construction was
complete.

What now?

Unquestionably, Davis County commissioners will eventually propose a lower tax increase. Com-
missioners will announce their decision by December 16t. Concerned Davis County residents can
submit their comments at budgethearing@co.davis.ut.us.

Highest County Government Wages are in Salt Lake

Utah's largest coun- N
ties vary widely in County Salary Comparative
maximum salaries for ) Salt
employees and elected Cache Davis Lake Utah Weber
officials. According to 2001 Population 91,208 | 244,840 | 904,331 | 377,441 | 199,435
a survey conducted by | $100,001 + 1 25 1 1
your Taxpayers Asso- 99 001 - 100.000 10
ciation Salt Lake ’ :
County has 35 employ- 90,001 - 99,000 7 33 1 1
ees who are paid more 75,000 - 90,000 1 23 65 9 17

than $99,000 annually compared to only one each in Davis, Utah, and Weber counties. The ac-
companying chart gives the population of each county and the number of employees in specific in-
come groups.

As part of the Taxpayers Association's celebration of its 80™ anniversary, the Association would like
to recognize a few of its longtime members who have actively supported the Association. This month,
We express appreciation to Stan Bonham Company.

Stan Bonham markets comer- S tan B Onham cial mowing equipment and util-
ity vehicles. The Company also owns Rocky Mountain Turf
¢ e Company /

and Industrial Equipment.

Your Taxpayers Association represents Stan Bonham and hundreds of other businesses and individu-
als on important tax issues. Thanks to Stan Bonham and nearly 2,500 other members, the Utah Taxpay-
ers Association is celebrating 80 years of serving Utah Taxpayers, advocating effective and efficient
Government.

The
Utah Taxpayers

Association
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