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income tax was 3.8% of total income, much less than it was only a couple of years ago due to the in-
troduction of the child tax credit. In 2001, this amount was $600 per child. Without the child tax
credit, the federal income tax burden for the typical Utah family would have been 7.0% of total in-
come, and the total tax burden would have amounted to 31% of total income instead of 28%.
State and Local Taxes

State and local taxes, including state income taxes, state and local sales taxes, auto taxes, and
property taxes, comprise 34.3% of total taxes and 9.7% of total income. Of the state and local taxes,
the state income tax is the largest at 3.4% of total income followed by sales and excise taxes (3.0%),
property taxes (1.8%) and auto taxes (1.5%). Auto taxes include state and federal gas taxes, the fee-
in-lieu of property taxes, and several fees.
Hidden Taxes

Indirect or hidden taxes, are not included in this study.  These are taxes imposed initially on busi-
nesses, but ultimately passed on to investors, employees, or customers.  According to a study of fiscal
year 2000 tax payments by the Utah State Tax Commission, Utah businesses pay 42% of all property
taxes, 34% of all sales taxes, 10% of all state income taxes, and 100% of severance taxes and unem-
ployment insurance taxes. When all major state and local taxes are combined, Utah businesses paid
29% and households paid 71%. However, most economists agree that businesses  don’t actually pay
taxes, they merely collect taxes and pass these costs on to customers in the form of higher prices,
workers in the form of lower wages, or shareholders in the form of lower profits.  

Determining exactly how these taxes are passed on to a typical Utah family is difficult, especially
since some business taxes are paid by out-of-state shareholders and customers of Utah companies.
On the other hand, Utah consumers pay taxes levied on businesses by other states when they pur-
chase goods and services from out-of-state companies.  

Nevertheless, if the portion of state and local taxes paid by businesses were passed on to house-
holds, the state and local portion of the Utah family’s burden would be four percentage points higher,
raising it to 32% instead of 28% . Since state and local taxes tend to be regressive, a disproportionate
share of this increase would be borne by lower income households. 

The impact of federal hidden taxes is more difficult to calculate and not available for this study,
but some analysts believe that if  the hidden taxes that result from federal business taxes were added
to the state and local hidden taxes, the Eugene and Eunice family tax burden would jump from 32%
of income to 35% or more.

My Corner
By Howard Stephenson
A lot of dumb things are said by people who think tax increases are wonderful.
Some of the things that are being said publicly in Utah about the "need" for tax
increases and the "courage" of those who propose them is frightening to me. We
seem to have arrived at a place in history when economic ignorance is so
widespread that some, if not most, really believe that the people’s money is better
spent by government than by those who earned it.

In the last part of his tenure as our nation’s chief executive, President Clinton made his famous
statement about what to do with the federal surplus: spend it to grow government or give it back to
the people in the form of permanent tax cuts. Congress was debating tax cuts, which eventually
passed, and Clinton was doing his darndest to thwart them. The President argued that if the money
were given back to the people, they might not spend it in the right way, but if it were kept by gov-
ernment the money could be put to use in ways that would benefit everyone.

He said this with a straight face and I believe he meant it. I’m also convinced that millions of
Americans believed that what he proposed was the right thing to do.

During the last few months there has been a similar mood among some public figures in the Bee-
hive State. Representative Patrice Arent, in a letter to the editor protesting her political opponent
Senator Steve Poulton's comment that she sponsored a tax increase in HB 117, Arent said, "I have
never sponsored legislation to raise taxes." She said the bill only "provided a method to generate sig-
nificant additional funding," ($ 60 million in "additional funding") and would have simply required
the Tax Commission to "utilize an improved method of tax collection."

Sounds to me like an argument over what the meaning of the word "is" is.
Had the bill had passed, I would like to see someone tell thousands of small business owners and

self-employed workers that their taxes were not increased by the speed up of tax collections through
a mandate for quarterly estimated tax payments.

A record number of school districts are adopting property tax increases this year. At Murray
School District’s Truth-in-Taxation hearing there were many -- including teachers and school em-
ployees -- who spoke in favor of the tax increase, saying it was the right thing to do for our kids, even
though nearly all of the $1.3 million tax increase was actually not benefiting today’s kids at all. I don’t
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believe many of those supporting the tax increase knew what the money was being spent on, they just
liked the thought of a tax increase.

Murray district is increasing taxes to create a sinking fund to replace a jr. high school ten years 
from now! Somehow the school board feels that bonding should be avoided, so they’re building a $15
million reserve to be used in ten years. Not one of the children attending Murray School District to-
day will benefit from this huge tax increase.

I tried to explain to the school board the lost opportunity costs to taxpayers in taking this money
before it is actually needed. I tried to explain that bonding for capital projects is not  deficit spending
like Washington has done in paying for current operating costs with tomorrow’s tax dollars. I
pointed out that school districts pay much lower interest costs on bonds than taxpayers could obtain
individually. And I explained the ages-old concept that those who benefit from the building should
pay for it while it is being used. I was blown away by the response of a district representative. One
school official justified the $50 per year tax hike on an average home by saying, "To you it's not a lot 
of money. But when we get $50 from everyone, then we can do a lot with that."

At numerous Truth-in-Taxation hearings, we constantly hear government employees, who finan-
cially gain from tax hikes, applauding elected officials for their "courage" in raising taxes.
Cities and community organizations in Utah County are now calling for a 1/10th of a cent Zoo, Arts,
& Parks tax. However, Provo's Daily Herald editorialized in favor of the tax hike by stating "And [the
ZAP tax] is a practically painless tax. Most people won't even bend over to pick up a penny . . . part-
ing with a penny on every $10 is insignificant."

Apparently their argument was effective because the Utah County Commission, by a two to one
vote has placed the new tax on the ballot. Commissioner Gary Herbert was joined by lame duck
Commissioner David Gardner in requiring voters to decide the issue on the November ballot. Only
Commissioner Jerry Grover voted 'no'. Utah County taxpayers are already smarting from a 1% res-
taurant and prepared foods sales tax that was enacted to pay for the McKay Events Center on the
UVSC campus. The tax was supposed to sunset, but city fathers throughout the county convinced
commissioners to extend and divert the tax for other projects.

Last year at a Salt Lake County Council meeting where a tax hike was being discussed, a taxpayer
publicly asked the council members how high the county government would have to raise taxes until
they could finally say they had enough of the taxpayers' money.  Council member Jim Bradley replied
"Never!".

At a public meeting to discuss a tax hike, the public was invited to speak on the proposal. Before
the first taxpayer could say a word, Jim Bradley, a member of the Salt Lake County Council blurted
out "I don't want to hear people saying they are overtaxed!" Bradley and fellow council member Joe
Hatch stormed out of the room when the first speaker said "our taxes are already too high".

Cutting taxes during a recession has an excellent track record as evidenced by the economic re-
coveries that followed the federal tax cuts in the 1920s, 1960s, and 1980s. While policy makers
around the world are implementing or are planning to implement tax cuts, local leaders have differ-
ent ideas. Former Salt Lake County mayoral candidate Karen Crompton wrote in the Deseret News
"Now, when the economy slows, carefully targeted revenue increases should be considered." The
State Board of Education has stated "Any consideration of ways and means to increase revenue can-
not be considered 'serious' without considering increases in the various taxes collected." 

Some Utah Legislators are also looking at tax hikes for next session. Having spent nearly all rainy-
day funds and having bonded for projects that were originally funded with ongoing revenue, the fail-
ure of the Utah legislature to seriously cut spending has set the stage for tax increases next January.
Already, legislation is being prepared to increase income taxes, to enact new business taxes, and to
impose a 10 cent per gallon gasoline tax increase.  In a state which has the 9th highest total tax and
fee burden there has never been a better time for effective taxpayer advocacy. There is no greater
misstatement in the public arena than the argument that state and local government is too small and
under funded.

Update: Envirocare Tax Back on Ballot
Supporters of an initiative to impose punitive taxes on Envirocare were handed a victory by the

Utah Supreme Court. On August 26th, the Court ruled that the initiative must be placed on the No-
vember general election ballot even though the initiative’s supporters were not able to secure enough
signatures as required by law. State law requires that the quantity of signatures in at least 20 of 29
counties equal or exceed 10% of the number of voters in each county during the last gubernatorial
election. The Court ruled that the 20 county threshold violated the one-man, one-vote principle by
making signatures in small counties like Daggett more valuable than signatures in large counties like
Salt Lake. Petition supporters were able to secure enough signatures along the Wasatch Front to ex-
ceed the 10% requirement on a statewide basis. 
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Your Taxpayers Association opposed placing this initiative on the ballot and urges Utahns to vote
NO on this initiative in the November general election. This initiative has numerous flaws including
but not limited to:
�x imposing a targeted, burdensome tax that potentially could cause lead to Utah jobs being lost
�x encouraging the future targeting of other businesses such as agriculture, mining, manufacturing,

and power generation for special taxes that would endanger Utah jobs.
�x creating two new government bureaucracies that will determine how the new tax revenues are

spent without legislative oversight.

Association Speaks Out at Tax Hearings
April 15th is the day taxpayers associate with income taxes. Similarly, August is the month taxpay-

ers associate with property taxes and Truth-in-Taxation hearings. In August, property owners
throughout the state receive in the mail property assessment notices from the county. The notices
indicate assessed valuations as well as the tax rates being proposed by the local tax entities. Tax enti-
ties which intend to raise their rates above the certified tax rate are required to go through the public
notice and public hearing requirements of Truth-in-Taxation. 

This year, eighteen school districts- nearly half of the 40 school districts in the state- proposed tax
increases. Many of these increases were small, but a handful were quite large.  Your Taxpayers Asso-
ciation spoke at the following summarized hearings.

Moroni City
Residents of this small Sanpete County town were the surprise recipients of the largest proposed tax
increase of the year, 167% over the certified rate. City officials claimed that Moroni City needed to in-
crease property tax rates because the city did not impose utility franchise fees. At the Truth-in-
Taxation hearing, your Taxpayer Association explained to the city council and to a standing-room-
only crowd of 200 anxious residents that the proposed rate would, if approved, be the highest in
Utah and would be 170% higher than the state average tax rate for cities. Your Taxpayer Association
also explained that most rural Utah towns do not impose utility franchise fees on its taxpayers, and
many of those towns are still able to impose tax rates that are below the state average.

City officials eventually adopted a rate of 0.0035, 50% less than originally proposed but still 33%
higher than the state average.
Provo School District

Provo School District proposed and enacted the largest rate increase of any school district in
Utah, 15.7%. Especially hard hit were businesses whose property valuations were also increased by
16.6% this year. School district officials explained that the district had been running operational
deficits for the previous several years and had been diverting funds from capital accounts to balance
the maintenance and operations budget. District officials claimed that the $3 million tax hike was
needed to balance the budget and replenish capital accounts. District officials attributed part of the
budget situation to the district’s declining enrollment, which results in less funding from the state.

Your Taxpayer Association argued that much or all of this tax increase could have been avoided if
the district had carried out its proposed school closure plan and sold one of the school properties to
developers. Your Taxpayer Association explained that school closures are commonplace for districts
experiencing enrollment declines. Your Taxpayer Association also noted that declining enrollments
are an opportunity to reduce costs since fewer teachers are needed to maintain existing class sizes.

More than one hundred residents attended the hearing, and most were in opposition to the in-
crease. Some, mostly those with children attending Provo schools, asked that their taxes be in-
creased. Your Taxpayer Association informed the pro-tax increase residents that 93% of state income
tax revenue in FY2003 has been appropriated for public education and that residents in favor of in-
creasing their taxes for education could accomplish this by forgoing the dependent exemption on the
state income tax. 
Wasatch County School District

Nearly 150 people attended Wasatch County School District’s  Truth-in-Taxation hearing. The
district proposed and enacted a 13.4% increase in the tax rate. District officials justified the increase
because the district’s tax rate, even with the increase, would still be slightly below the state average.

Your Taxpayers Association told the school board that the district’s assessed valuation per student
is 76% higher than the state average. Therefore, the school district could impose a property tax rate
that is 43% below the state average and still generate the same amount of property tax revenues per
student as the state average.
Murray School District

School district officials proposed and enacted an 11.9% increase in the tax rate. Nearly three-
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quarters of this increase came from the increase in the capital outlay levy. District officials intend to
use this tax increase to build up reserves over a ten year period. After ten years, the accumulated
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revenues will be used for capital projects. Several residents spoke in favor of the tax increase, appar-
ently completely unaware that most of the tax increase would not benefit teachers or students for at
least ten years.

Your Taxpayers Association recommended that the district consider using bonds to pay for capital
projects instead of taxing existing taxpayers for a capital projects that will begin several years in the
future and will benefit students and teachers for several years beyond that. Your Taxpayers Associa-
tion is optimistic that the school board will reconsider this increase next year.
Farmington City

City officials proposed and enacted a 26 % increase in the property tax rate.  One of the reasons
they justified the tax increase was a decline in their sales tax revenue, mostly due to the closing of
Kmart. 

Your Taxpayers Association questioned the need for increased property taxes, and pointed to
Davis County cities such as Centerville and East Layton, that have not raised taxes despite losing 
3.4 % and 9.6 %, respectively, in direct sales taxes during 2001-2002.  Farmington lost 5.4 % in di-
rect sales tax during that same period. 

Utah County Places Zap Tax on the Ballot
Utah County Commissioners decided to allow residents to vote in the November general election

whether or not they want a ZAP  (Zoo, Arts, and Parks) tax in Utah County.  This tax would increase
the sales tax rate by one-tenth of one percent (0.1%) to subsidize arts and recreation.  If it passes, it
will cost Utah County taxpayers $4 million per year.  Commissioners Gary Herbert and Dave
Gardner voted in favor of placing this proposal on the ballot.  Commissioner Jerry Grover voted
against placing it on the ballot.  If the majority of Utah County residents vote "yes" the County Com-
missioners still have the option of not imposing the tax. 

Currently, Salt Lake, Summit, and Uintah Counties impose a one-tenth of one percent ZAP tax on 
their taxpayers. In Utah County, the proposed county-wide tax is being called the PAR tax – parks, 
arts, and recreation. 

At a public hearing in August, supporters of the tax hike were primarily those who would finan-
cially benefit from the tax increase, particularly employees of city recreation departments and own-
ers of private arts organizations. Nearly every city council in Utah County, with the notable excep-
tions of Provo and Santaquin, voted in favor of asking the county commissioners to place the tax in-
crease on the November ballot.

Proponents of the tax stated that the “people have the right to decide” on this issue. Supporters
also argued that the issue is not whether the tax itself is appropriate but whether it was appropriate
to place the measure on the November ballot. Proponents also claimed that the proposed tax was too
small to worry about, and former state legislator and current president of the SCERA theater Norm
Nielsen stated “This is not really a tax increase”. Several supporters claimed that the tax increase
“would pay for itself” by reducing the need for government expenditures in other areas such as law
enforcement.

Your Taxpayer Association Vice President Mike Jerman spoke against the proposed tax increase
and against placing it on the November ballot. Jerman argued that Utah’s state and local tax and fee
burden was already 9th highest in the nation and that elected officials should concentrate on gradu-
ally reducing  Utah’s comparatively heavy tax burden instead of increasing it. Jerman also com-
mented that creating a new tax to fund a new program was not appropriate when state and local gov-
ernments cannot adequately fund existing functions such as public education, higher education,
transportation, and law enforcement. Jerman also asked “If proponents of the tax increase really be-
lieve this tax will ‘pay for itself” by reducing government expenditures in other areas such as law en-
forcement, why don’t proponents of the tax simply request that a portion of current law enforcement
expenditures be diverted to support new arts and recreation programs?”
Responding to the Tax Alert sent by your Taxpayers Taxpayer Association, several Utah County
members of the Taxpayer Association attended the hearing and spoke against the proposed tax in-
crease. “We should prioritize expenditures instead of increasing taxes, otherwise government will al-
ways have to raise taxes to satisfy new needs”, commented one member of the Taxpayer Association.

Redevelopment Agencies Continue to Divert Taxes
Intended for Schools

The saga of Redevelopment and Economic Development Agencies (RDA/EDAs) increasing prop-
erty taxes continues as more cities took action this year to divert more property taxes from schools.
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LOGAN
Taxpayers in Logan School district are paying higher property taxes this year due to Logan City’s

RDA/EDA diverting revenue from Logan School district to subsidize the city’s redevelopment proj-
ects. In a year that school budgets are being reduced, the city council has decided to take even more
money from school property taxes than before. The total tax revenues diverted from Logan School
district are estimated to be $550,000, up $80,000 from last year. This diversion of school tax dollars
also affects other districts in the state as the statewide basic school tax levy produces less income
statewide. Tax increases are never a good idea, but when they are disguised as school taxes and then
diverted to fund RDA/EDA's subsidies to city subsidies to private businesses it is clearly an abuse
that must be stopped. 

In discussing this problem with Logan school officials, your Taxpayers Taxpayer Association
learned that the district is reluctant to protest the increased diversion too loudly because the dis-
trict’s relationship with city officials and the city’s willingness to sit down and discuss issues with the
district has improved. 

Now Logan City's RDA is considering plans for a full service high rise hotel and convention center
to attract conferences to Logan.  This, despite the fact that Utah State University has extensive con-
ference space already available and host several conferences a year.  
SOUTH JORDAN

Your Taxpayers Taxpayer Association has been working for years to tighten Utah’s RDA/EDA
laws to prevent abuses and to convince local school boards to be more discriminatory when voting on
EDA/RDA projects. However, South Jordan City recently took advantage of a loophole in the law
which allowed an RDA to avoid a vote of the Jordan School Board and extend the diversion of taxes
beyond the original schedule. The loophole expired on June 30, and South Jordan barely made it
under the wire.

The city of South Jordan decided to take another $8 million from taxpayers, resulting in in-
creased property tax rates of various taxing entities, to fund a new city-operated fitness center and
park. More than half of the $8 million diversion will come from taxes levied by Jordan School Dis-
trict whose property taxes are third highest of Utah’s 40 school districts. The city plans to build a
huge park on 120 acres of land together with an aquatic and fitness center, skateboard park, play-
ground, and a historical/cultural center.

City fathers feel the purposes of the park and fitness center justify the extension of the property
tax diversion. Your Taxpayers Taxpayer Association has argued that in these cases cities ought to di-
rectly fund the projects out of their own taxes rather than using RDAs to siphon off property taxes of
other taxing entities.

 

As part of the Taxpayers Association's celebration of its 80th 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 Baugh Motel.

The Baugh Motel has been family owned and operated since
1957 and a member of Best Western since 1964.

Your Taxpayers Association represents Baugh Motel and hundreds of other small businesses and indi-
viduals on important tax issues.  Thanks to Baugh Motel and nearly 2,500 other members, the Utah Tax-
payers Association is celebrating 80 years of serving Utah Taxpayers, urging effective and efficient Gov-
ernment.
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