


        The Utah Taxpayer                    October 2003 
 

Visit Us at www.utahtaxpayers.org 
.  

Page 2

Quote of the Month #1 
 

"California is 20th in the 
nation in state taxes per 
person.  Republican run 
states such as Utah, 
Wyoming and Arizona 
have higher tax rates." 
 
(Peter Camejo, Green Party 
candidate for California Gov-
ernor.  Source: 
vote.camejo.org—10/ 07/03) 

companies and internet service to schools, libraries, and rural health-care facilities.  Note:  The Fed-
eral USF approved a rate change 9.2% on October 1, 2003.  The rate can change quarterly.    
 

Utah Uniform Service Fund (State USF) – 0.34% tax  The Utah USF is a 0.34% tax applied to ba-
sic phone services such as residence line, dial tone, extended calling area, caller ID, and intrastate 
long distance calls. The state uses these tax revenues to subsidize rural areas where the cost of pro-
viding telephone service to low numbers of subscribers located at great distances from each other 
could not be recovered without charging excessively high rates.  Note: the Utah Public Service 
Commission authorized a rate change to o.9%, which is a 165% increase.  Implementation of the 
rate change will be on December 1, 2003.   
 

Telecommunications Relay Services (TRS) - $0.10 per 
line tax  The TRS is a per line tax imposed by the state to 
fund the Telecommunications Devices for the Deaf and 
Hearing Impaired (TDD) program and the Dual Party Relay 
service programs.  
 

911 Surcharge - $0.53 per line tax  Under state law, 
counties are allowed to impose up to a $0.53 per line 
monthly tax to fund emergency response services. 
 

Utah Poison Control Center Surcharge - $0.07 per line 
tax  The state collects this tax to fund the University of Utah 
Poison Control Center. 
 

Utility Franchise Fee – up to 6% tax  Identified as 
“municipal charge” on your Qwest phone bill, the utility 
franchise fee (really a tax) is applied to basic services such as 
residence line and dial tone. Some cities also impose the tax on extended area calling and caller 
identification.  

In 2003, the legislature passed a law that repeals this tax and replaces it with a telecommunica-
tions utility tax that will also apply to cell phones beginning July 1, 2004. At that time, the $1 per 
month municipal cell phone tax will be eliminated. The new tax base will be expanded to include all 
telecommunications services that are subject to sales tax, and the rate will be reduced in order to 
ensure that local governments do not receive a tax windfall.  

  

Taxes subject to Taxes  Your phone bill is a textbook example of taxes subject to taxes.  The mu-
nicipal utility franchise fee, the federal USF, and the state USF are taxes that are subject to the fed-
eral excise tax as well as state and local sales taxes.   
 

Are These Taxes or Fees?  Elected and government officials frequently refer to the various addi-
tions to phone bills as fees.  However, are officials calling these charges “fees” because taxpayers 
find this term less offensive than the term taxes? 

In the strictest sense, fees are based on usage, and higher usage leads to higher fees.  Taxpayers 
pay numerous fees that are tied to usage and the cost of providing service.  Examples include water 
fees, impact fees, and garbage collection fees.  The gas tax is a fee in that the more a taxpayer drives 
the more gas tax he pays.  (Fuel efficiency, however, can impact the amount that one driver pays 
compared to another.) 

None of the government-imposed telephone charges, however, are tied to usage.  Everyone pays 
the county 911 and poison control charges even if they never impose a burden on government for 
these services.  These charges, as well as the federal and state USF charges, are really taxes that re 
earmarked for specific public safety and general welfare purposes.  These services should be funded 
by general unearmarked tax revenues such as property and sales taxes.   

             
My Corner- Public Education Faces New 

Scrutiny, Seeks New Taxes 
 

America's legislators back to school week just ended and Utah legislators visited 
more schools than any other state in the nation.  From the time Representative Marda 
Dillree and I chaired the first back to school week in 2000, Utah legislators have led 

the nation in the percent of legislators visiting schools.  These legislators take time off from their 
regular jobs and go into more than 100 schools to speak, to listen, and to learn.  

  

U-Pass results are available  Speaking of assessments, the first substantial results of the Utah 
Performance Assessment System for Schools (U-Pass) were unveiled online last week.  Utah now 
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Quote of the Month #2 
 

"It’s going to take a tax in-
crease.  You’re not going to 
be able to invent this money 
somewhere." 
 
(Denis Morrill, State Board of Educa-
tion member, referring to funding 
Performance Plus.  Source: Deseret 
Morning News—10/04/03) 

has the most comprehensive statewide public education performance reporting system in the na-
tion.    

As senate sponsor of the legislation enacted in 2000 following a two-year task force, I know the 
Web site took three years to create.  The intent of the law is to hold schools accountable for student 
achievement by reporting results of multiple, varied assessment tools in the context of demographic 
and socio-economic characteristics of each school's student body.  The annual report also reports 
the qualifications of the faculty members at each school and the average class size of the school by 
grade level or subject area.  

Never before in any state have citizens been able to see how schools are doing to this ex-
tent.  Now, for the first time we can compare the performance of all public schools on a multitude of 
factors. Results of criterion-referenced tests are disaggregated by gender and socioeconomic status 
to expose any under-served student populations.  Nationally-normed Stanford Achievement Test 
results are compared with district, state and national scores.  

 It is my hope that parents, teachers, students and employers will look at the data, ask the tough 
questions about their school's performance, and then give praise where it is deserved.  The U-
Pass results can be accessed online at www.usoe.k12.ut.us/U-PassWeb/UpassServlet . 

 

 New taxes sought for education  The past month has seen public hearings throughout the state 
on "Performance Plus, Tuning-Up Utah's Great Education Engine," as proposed by Governor 
Leavitt and the Utah State School Board.  The school 
board says the proposal represents a combination of 
Congress' No Child Left Behind, Utah's Senate Bill 154 
which was pushed by Fraser Bullock's Employers 
Education Coalition, and U-Pass.  They say the 
proposal will "raise the bar" so that all students will 
graduate with core curriculum competency, while 
requiring increased parental involvement, increased 
student commitment, increased public support, and 
most of all, significant additional funding.   

"Significant funding" is translated to mean 
approximately $400 million in ongoing higher 
spending.  Although education planners say half of this 
can be achieved by reallocating existing resources, the remaining $200 million bump does not in-
clude new money already needed to fund growth of between 100,000 and 150,000 net new students 
over the next ten years.  It does not include money to fund the inflationary costs of teacher salaries 
and benefits.  Nor does it include the $1.4 billion in costs associated with approximately 80 new 
buildings to house the influx of students.   

I'm skeptical about the projected costs of raising the bar in public education.  I have looked at 
the figures and, frankly, there is insufficient detail to really know what is being called for.  I believe 
the cost estimates are grossly overstated.  For example, Performance Plus calls for spending $95 
million to create diagnostic, online assessments to be used by teachers of math, science, reading, 
and writing to better assess student progress throughout the school year.  Countless teachers have 
asked, "We're already giving tests throughout the year on the subject matter we're teaching.  Why do 
we need to spend $95 million for students to take the same tests online?"  There are actually some 
good arguments for online assessments, to provide more immediate feedback to teachers and to 
perform statistical cross-tabulations to inform teachers of concepts missed by students.  But one 
leading private sector online assessment provider tells me their cost to license the entire state with 
K-12 ongoing progress assessments specifically designed for Utah's core curriculum would be about 
$7 million.  This is a far cry from $95 million.  I believe other costs are also grossly overstated.  It 
appears that increasing academic standards is being used as an excuse to raise more money for edu-
cation.  

If Utah had another $200 million for public education, I'd rather put a huge chunk of it into 
merit pay, to go only to the teachers whose students show the greatest gains in academic perform-
ance throughout the school year.    

 

School buildings cost too much in Utah  Public education officials, school architects and con-
tractors holler every time I say this, but it's true – Utah spends too much on school buildings.  For 
years I've said we ought to have more austere buildings like they have in other states.  With the on-
set of charter schools, we're finding functional, attractive buildings can be built for a fraction of the 
cost of school board approved buildings.  I recently attended the dedication of American Prepara-
tory Academy's new $2 million charter school in Draper.  The building houses 450 students – a lit-
tle more than half the student body of a typical $9 million public elementary school.  Timpanogos 
Academy Charter School in Lindon had similar costs.  The charter school building cost per student 
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UTOPIA Members 
(Listed by population) 

 
Salt Lake City          Riverton 
West Valley City      Cedar City 
Orem                  Brigham City 
Layton                  Centerville 
Taylorsville               Payson 
Murray                   Lindon 
Roy  Tremonton 
South Jordan Cedar Hills 
Midvale                   Perry 

is about half that of the regular public schools.  It's time local school boards wake up and put the 
dollars into student instruction instead of monuments to themselves.  
 

School Board Selection Process  Senate Bill 154 changed the way state school board members 
are selected.  Currently, a panel of education-related delegates submit candidate names to the Gov-
ernor who places two names on the ballot for each opening.  SB 154 employs a method where half of 
the delegates on the nominating panel are from the employer community -- the businesses who hire 
Utah's public school graduates.  There is expected to be a push at the upcoming special session of 
the legislature to eliminate businesses from the selection process.  This would be a huge mistake.  I 
don't know why educators should be selecting the candidates voters can choose from.  It's like al-
lowing employees of a company screen which candidates stockholders can elect to the board 
of directors.   
 

Tuition Tax Credits  Finally, with accountability in place, it's time to allow parents of school age 
children to vote with their feet.  It's time to allow free-market competition to do for public education 
what it has already done for the American consumer.  This was the most significant recommenda-
tion of the Employers' Education Coalition but the one recommendation that has not made it 
through the legislature.  Before we pony up any new money for education, taxpayers must insist that 
the real cost saver—tuition tax credits—are available first. 

 

Cities Compete with Private Sector by Investing 
Millions into Telecommunications Infrastructure  

 
Eighteen Utah cities are pursuing a plan to invest millions of dollars in a fiber optic network 

that will include “last mile” connections to businesses and residences. The eighteen cities, stretching 
from Tremonton to Cedar City, have formed a consortium 
called the Utah Telecom Open Infrastructure Agency 
(UTOPIA) which intends to issue revenue bonds that will fi-
nance the construction of the network. Since Utah law (2001 
HB 149 Curtis) prohibits cities from retailing 
telecommunication services, UTOPIA plans to lease the 
network to private service providers who will be responsible 
for providing content. UTOPIA also claims that taxpayers 
will bear no financial risk.  As of June 30, 2003 UTOPIA’s 
liabilities were $2 million, $1 million of which were owed to 
participating cities themselves.   

 

UTOPIA claims the network is needed for the following 
reasons: 
1. Private sector service providers like Comcast, Qwest, and AT&T are not building telecommuni-

cation infrastructure fast enough to accommodate the current needs to citizens and businesses. 
2. A city wide fiber network will attract new businesses to locate in UTOPIA member cities. 
3. Cities have a responsibility to provide essential infrastructure needs such as water, sewer, 

roads, and fiber optic networks. 
4. Residents and businesses need the capacity that a “future proof” fiber optic connections pro-

vide. Copper-based DSL and cable modem technologies currently provided by the private sector 
do not provide the necessary capacity. 

 

Your Taxpayers Association has very serious concerns about UTOPIA   
How will the construction and operation of a government-owned network impact 

state and local taxes? Government-owned entities, even those that clearly compete against the 
private sector, are tax-exempt. UTOPIA will not be paying property taxes, 53% of which are used to 
fund public education, on its network.  Any “profits” will be exempt from corporate franchise tax, all 
of which are used to fund education. UTOPIA’s tax-exempt activities will crowd out private invest-
ment and will reduce future tax revenues.  This increases pressure on Utah’s taxpayers, including 
those who will be UTOPIA’s customers. 

Will taxpayers be exposed to unneeded risk? Telecommunications is a volatile industry. 
Investors have lost billions of dollars in recent years due to unforeseen economic, regulatory, and 
technological changes. Yet, UTOPIA insists that this investment is risk-free to taxpayers. 

Specifically, taxpayers will be exposed to several risks—Will UTOPIA’s investment in 
fiber optics be rendered obsolete by advances in wireless and other broadband technologies?  If an 
investor-owned company miscalculates and loses money, investors suffer. In UTOPIA’s case, tax 
payers will be exposed. 
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Quote of the Month #3 
 

"What goes around, comes 
around." 
 
(North Davis Sewer District 
(NDSD) Chairman Ivan Anderson, 
explaining why NDSD rejected a 
request by the Davis County 
Commission to waive sewer im-
pact fees for a new Davis Confer-
ence Center.  Two years ago Davis 
County had denied a request for 
waiver of NDSD's building permit 
fee to expand its sewage treatment 
plant.  Source: Standard Exam-
iner News—10/01/03) 

Will UTOPIA be able to find a content provider who will be willing to lease UTOPIA’s infra-
structure? Qwest, Comcast, and other local providers prefer to use their own infrastructure. If 
UTOPIA is unable to secure a provider who will lease its infrastructure or if UTOPIA secures a pro-
vider who later withdraws, will UTOPIA be forced to lobby for a statutory change to allow local gov-
ernments to operate its own retail telecommunications systems, exposing taxpayers to additional 
risks and losses?  

Will UTOPIA, despite its huge tax-exempt competitive advantage over the private sector, be 
able to compete with Comcast, Qwest, and AT&T who 
have decades of experiences in telecommunications and 
who are investing hundreds of millions of dollars in local 
infrastructure upgrades and expansions? 

Will cities (i.e. taxpayers) be required to escrow sales 
and property taxes upfront to secure the revenue bonds? 

Will future taxpayers be expected to fund UTOPIA’s 
infrastructure upgrades and replacements once it be-
comes outdated? 

Will road cuts fees be waived, which means that city 
taxpayers will cover the costs of repairing roads? 

 

Is UTOPIA even needed?  Taxpayers should be leery 
about claims that UTOPIA will address needs that the pri-
vate sector is not willing to provide. 

UTOPIA consortium members maintain that fiber op-
tic connections are needed to attract high paying jobs. 
However, the private sector is currently providing new 
and existing businesses with the desired network connec-
tions 

UTOPIA says the capacity provided by fiber optic connections is needed now.  However, DSL 
and cable modem capacities are sufficient for most people’s current and near-future needs and en-
tail none of the risks associated with taxpayer-backed infrastructure costs. 

The American telecommunications industry has an excellent track record of satisfying the tech-
nological needs of customers. UTOPIA’s proposed network may offer technological advantages in 
the short run, but in the long run the private sector will undoubtedly meet or exceed UTOPIA’s net-
work in terms of features, service, and cost without exposing taxpayers to risk while paying taxes to 
support public education and other government functions.  

Webster’s Collegiate Dictionary defines utopia as an “imaginary or an indefinitely remote place” 
and “an impractical scheme for social improvement.” Taxpayers beware!  

 

More Phone Taxes Proposed 
Local 911 Tax may be increased from 53 cents to 65 cents; may jump to 81 cents 
 

Rep. Brad Dee (R-Washington Terrace) is proposing two tax increases to your monthly phone 
bill. Dee’s first tax increase would allow local governments to increase the existing tax that is ear-
marked for 911 emergency services from 53 cents per line per month to 65 cents per line per month. 
A second tax would be imposed at 16 cents per line per month for two years which would then be 
reduced to 9 cents per line per month thereafter. 

Each one-cent tax increase on phone lines costs Utah taxpayers $280,000 annually. If the 16-
cent tax increase were imposed statewide and every local government increased their monthly tax 
from 53 cents per month to 65 cents per month, taxpayers would pay about an additional $8 million 
per year.  

 

What will the Dee Tax be used for?  Revenues would be earmarked for expanding the capabilities 
of public safety answering points (PSAPs). Enhanced 911 technology, also known as E-911, enables 
emergency dispatchers to trace the actual location from which a wireless 911 call originates. Federal 
law mandates that local governments have E-911 capabilities in place by 2005.  
 

Is this a tax or a fee and is the Dee Tax good policy?  Media reports frequently refer to the Dee 
Tax as a fee. However, fees are tied to usage of and burden on services, but most phone users will 
fortunately never have to place a 911 call. Nevertheless, all phone customers will pay the tax. There-
fore, the proposed increased is most accurately described as a tax. 

Public safety is a core function of government, but is the Dee Tax the best approach to this is-
sue? Public safety functions, such as police and fire protection, should be funded by general tax 
revenues, not by specific taxes.  
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Quote of the Month #3 
 

"Their cost [tax increase] 
is just over $3 for each 
child a month.  Is that in-
credibly impactful to a 
family? I don’t think that 
it is unreasonable." 
 
(Rep. Steve Mascaro R—West 
Jordan, referring to his bill that 
would increase taxes by $88 mil-
lion annually.   Source: St. 
George Spectrum—09/03) 

Earmarking revenue, like the Dee Tax does, is not sound fiscal policy. Government spending 
needs to be constantly prioritized, and statutorily earmarking revenues prevents annual reprioriti-
zation of expenditures. When revenues are earmarked, elected officials lose flexibility in allocating 
revenues. As larger portions of tax revenues are earmarked for specific functions, if a sudden need 
arises or general revenues decrease, elected officials are left with only two choices: raise taxes or cut 
back on services that do not receive earmarked funds. 

 

Coming Soon! The 2003 Fast Tax—Utah Tax Summary 
 

For the first time in over a decade, revenues from individual income taxes and the motor fuel 
tax were lower than the previous fiscal year.  A large majority of the other tax revenues your Tax-
payers Association analyzed experienced moderate growth.   

Increases in FY 2003 revenues from Utah state sales 
taxes were up 0.2%, lower than expected.  

Since at least FY 1985, individual income tax revenue 
has increased every year, according to Utah State Tax 
Commission.  This long standing trend ended FY 2003 with 
a decrease in revenue by $32.8 million, or 2.0%.  A main 
reason for the decrease in income tax revenues is increased 
unemployment.    

The current recession has weakened business 
confidence.  As a result, most businesses are retaining their 
earnings as opposed to investing them, and in an effort to 
boost profitability they are doing more with less.  Increased 
productivity and retained earnings increased corporate 
franchise tax revenues by $37.2 million or 33.5%.   

Every year education receives 100% of Utah individual 
and corporate income taxes.  For FY 2003, 98% went to 
public education and 2% was allocated for higher education.  The percentages change from year to 
year.   

One of the largest single increases in tax revenue for FY 2003 was the inheritance tax, which in-
creased by $23.5 million, or nearly 250%.  This tax fluctuates year to year based on the number of 
deaths of Utah citizens and the size of their estates.   

The severance tax revenue—consisting of the mine severance tax, oil and gas severance tax, and 
gas and oil conservation tax—increased dramatically by 35%, or approximately $9 million.  The oil 
and gas severance tax has the greatest increase as a result of increasing oil prices. 

Revenues form the motor fuel tax decreased for the first time since 1990-91 decreased by 1.3 
million or 0.5%.  Despite Utah having the 8th highest gas tax in the nation, the Utah Department of 
Transportation wants to increase the gas tax by five cents every six years starting in 2006.  Their 
thirty year plan outlines projects that will cost approximately $3.6 billion.  To view their plan 
“Transportation 2030” go to www.udot.utah.gov/progdev/trans2030. 

Statewide property tax revenues reached $1.6 billion in 2002, an increase of $65 million or 
4.2% over 2001’s revenues.  The 2002 property tax estimate is based on adopted property tax rates 
for Utah’s 634 taxing entities.  Education receives 54% of local property taxes.  Local school boards 
have authority to impose various property tax levies, which include voted leeway, board leeway, 
capital outlay, debt service, voted capital outlay, 10% basic, recreation, transportation, and tort li-
ability.   

The figures used in this article were from the 2003 Fast Tax: Utah Tax Summary.  Your Taxpay-
ers Association annually reviews and compiles a comprehensive summary of 27 taxes or fees into a 
readable pamphlet called the Fast Tax—Utah Tax Summary.  Each tax or fee is broken into eleven 
different categories: tax type, statue, subject, how it is measured, rate, when it was enacted, its dis-
position, procedure in which it is collected, its exemptions, what agency manages the tax collection, 
and the yield for the past six years.   

The 2003 Fast Tax: Utah Tax Summary—will be available on October 21, 2003 on our website 
at www.utahtaxpayers.org .  To receive a free hard copy, please contact the Association office at 
(801) 972-8814.   

The Utah Taxpayers Association would like to thank the staffs of the Utah State Tax Commis-
sion, the Division of Driver’s License of the Department of Safety, the Division of Public Utilities 
and the Utah Department of Workforce Services for their cooperation in providing information con-
tained in the Utah Tax Summary.      
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