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Recommendation 6: Reduce state sales tax rate from 4.75% to 3.75%.  
Broadening the tax base to include professional services would allow the state to reduce the 

sales tax rate from 4.75% to 3.75%, a 21% reduction. (Presumably, local tax rates would also be re-
duced 21%). Reducing the sales tax rate would make the sales tax much less regressive. 

Recommendation 7: Continue to participate in the Streamlined Sales Tax Project 
Imposing taxes on remote sales such as Internet and mail order catalog purchases prevents 

further erosion of the tax base and allows for equitable tax treatment of mainstreet retailers and 
remote sellers. 

Recommendation 8: Distribute sales tax revenues based on population and create a 
single statewide state/local sales tax rate 

Distributing sales tax revenue based on population will prevent “zoning for dollars” where cit-
ies use RDAs to divert property taxes, most of which would go to the local school district, to attract 
retail under the guise of “economic development”.  

Creation of a single statewide sales tax rate will simplify collection for retailers, particularly 
small retailers who deliver goods and services to customers in multiple tax entities. With a uniform 
statewide rate, retailers would not have to track location of deliveries. Local governments would be 
required to reduce property taxes if sales tax rates were increased. 

Recommendation 9:  Retain the general structure of the current property tax system 
The governor recommends keeping the existing property tax system with one major change 

(see recommendation 13) 
Recommendation 10: Fund urban and suburban water use with fees, not general taxes 
The governor proposes ending the taxpayer subsidy of water consumption. Utah is the nation’s 

second driest state and has some of the lowest water rates due to tax subsidies of water.  
Recommendation 11: Study centrally assessed property 
Centrally assessed valuation is a contentious issue as counties continue to claim that centrally 

assessed properties like mines and utilities are not paying “their fair share.”  The governor’s report 
treats this claim with some skepticism, noting that assessed valuation imposed on utilities and 
mines are among the highest in the western U.S. The governor recommends both sides participate 
in a summit to discuss this issue. 

Recommendation 12: Allow school districts to opt out of RDAs. 
Cities currently use property taxes, about 55% of which  would otherwise go to local school dis-

tricts, to encourage retailers to local in their cities. Allowing one tax entity (a city) to steal the tax 
base from another tax entity (school district, county) is poor tax policy. This recommendation 
would end this practice.  

Recommendation 13: Adjust property tax rate for inflation 
Under Utah’s Truth-in-Taxation law, property tax rates are reduced as valuation of existing 

properties increase. Therefore, local governments do not receive a revenue windfall when valua-
tions increase. The governor proposes changing this so that property tax rates are allowed to cap-
ture inflation. 

Your taxpayers association has opposed this legislation in previous years. To read the associa-
tion’s position on the impact of Truth-in-Taxation on property tax revenues, please visit 
www.utahtaxpayers.org/NEWSLTTR/PDFs/nl_2004/aug_2004e.pdf. 

Recommendation 14: Impose both sales and gas tax on fuel purchases 
The governor recommends imposing sales taxes on gasoline and fuel purchases and reducing 

the gas tax rate to avoid a revenue windfall. 
Recommendation 15: Simplify severance tax and invest the proceeds 
The governor recommends eliminating the two-tier severance tax system and replacing it with 

a flat rate. Since mineral resources are not renewable, the governor also proposes discontinuing 
the use of using severance tax revenues for ongoing expenditures and instead proposes using the 
revenues for long-term investments and trust funds. 

Recommendation 16: Retain state inheritance tax unless the federal estate tax is elimi-
nated. 

The governor recommends that Utah continue to tie its state inheritance tax to the federal 
state inheritance tax credit. 

Members of the Governor’s Tax Reform Team 
The proposal was developed over a period of more than one year by a team of distinguished tax 

experts including :Pam Hendrickson, Chair, Utah State Tax Commission; Bruce Johnson, Utah 
State Tax Commission; Lynn Ward, Governor’s Deputy Chief of Staff; Gary Cornia, BYU professor 
and former State Tax Commissioner; Keith Prescott, CPA, tax practitioner; Val Oveson,  Utah Chief 
Information Officer; Leo Memmott, Governor’s Deputy of Policy; Ray Nelson, BYU professor. 
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Quote of the Month #1 
"I scrapbook but I don’t 
make everyone else in the 
city pay for my scrapbooking. 
I don’t golf so why should I 
pay for a few peoples’ 
hobby," (Kengie Hilton, a resi-
dent in Cedar Hills referring to the 
city run and taxpayer funded golf 
course) 
Source: Daily Herald–November 
12, 2004 

  My Corner- by Howard Stephenson   

       Taxpayers Association Files “Friend of the 
Court” Brief in Main Street Plaza Case 

The Utah Taxpayers Association, Utah Realtors Association, and Sutherland 
Institute has jointly filed an Amicus brief in the legal dispute regarding Salt Lake 
City’s sale of the Main Street Plaza property to The Church of Jesus Christ of Latter-

day Saints.  This action was taken following a unanimous vote of the Taxpayers Association’s 
Board of Directors.  In debating the proposal to file the brief, the Board wanted to be clear that its 
position had nothing to do with the fact the city sold the property to the Church.  The Board’s po-
sition would be the same regardless of who the purchaser of the property was. 

Our Amicus brief supports the right of the city, or any government entity, to sell property to 
whomever they choose.  It also supports the principle that any purchaser of government property 
should have the ability to exercise all the rights associated with fee-simple property ownership. 

If the plaintiffs prevail, it could throw doubts about what purchasers of government-owned 
property really own after the sale and therefore, could diminish the selling price of government-
owned property when compared with the selling price of identical privately-owned property.  A 
plaintiff victory could call into question the private status of innumerable private lands which 
were once government-owned. 

In the brief your Taxpayers Association pointed out that plaintiffs are seeking to undermine 
constitutionally protected property rights in favor of selective free speech principles they claim 
should override all other concerns, including property rights and freedom of speech others pos-
sess.  We noted that the First Amendment is a two-way street.  Not only does it protect speakers, 
but also those who, like the Church, do not wish to provide Plaintiffs a forum for protest at 
Church members’ expense.  Plaintiffs’ arguments, if successful, would seriously undermine the 
First Amendment rights of those with whom they disagree. 

In the instance of Main Street Plaza the LDS Church ultimately paid a price roughly ten times 
the property’s fair market value.  Without a doubt, Salt Lake City taxpayers got a “good deal” from 
the sale. 

The entire brief can be accessed by clicking here. 

Will Cedar Hills Default on Revenue Bond? 
Cedar Hills City is facing the possibility of defaulting on a $6.43 million golf course revenue 

bond. The golf course, which opened last year, cannot cover its operating costs much less meet its 
principal and interest payments without taxpayer subsidies. In 2007, the city will be expected to 
pay a balloon payment of $6.06 million, a daunting 
challenge since Cedar Hills' annual property tax 
revenues are less than $400,000 per year. Recently, 
the city announced that it expects to impose a 
special fee of $132 per household per year to 
cover losses already incurred by the golf course.  

Mayor Brad Sears argued in 2001 that Cedar 
Hills should purchase the golf course from a private 
owner because the city needed to "diversify" its 
revenue sources. Your taxpayers association lobbied 
against this idea, citing the financial risks associated 
with owning golf courses and the financial hit other 
local governements like the Alpine School District 
would bear as a result of the private golf course be-
ing taken off the property tax rolls due to city own-
ership. Please see our Tax Alert of May 2001 at 
http://www.utahtaxpayers.org/taxalerts/2001/01CedarHills.htm. Sears resigned as Mayor earlier 
this year. 

Realistically, Cedar Hills has three options: continue to own and operate the course and refi-
nance the $6.06 million payment over an extended period of time, sell the golf course at a loss 
and refinance the remaining part of the loan, or default on the loan altogether. Financing the 
$6.06 million over 20 years at 6% interest would require an annual payment of $528,000, more 
than 100% of the city's current property tax revenues. The city could sell the course for $3 million 
and refinance the remaining $3.06 million over 20 years at an annual cost of $270,000, approxi-
mately two-thirds of existing property tax revenues. Defaulting on the loan will increase Cedar 
Hill's borrowing costs in the future. 

Anyone interested in buying a golf course should contact the city at (801) 785-9668.  
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  Tax Commission Seeks to Increase Compliance         
Through Self-Reviews, Voluntary Disclosure 

         By Pam Hendrickson, Chair, Utah State Tax Commission  
When asked about the Utah State Tax Commission’s auditing efforts, Division 

Director Craig Sandberg answered “We are not just auditors, we are also educators.  
In fact, many of our programs offer direct assistance and training for the business 

community to help them better understand tax requirements.”   
Why the need for education?  The Tax Commission sees many audits come up as a result of 

simple matters such as which purchases are or are not taxable, or whether or not the business 
owner should have had a sales and use tax license.  As a response, the Commission has been work-
ing on a series of programs aimed at providing information to business owners, thus making com-
pliance easier.  Two of these programs are the Self-Review and the Voluntary Disclosure Programs, 
which help businesses become compliant with the tax laws in a helpful and relatively simple man-
ner.  

Self-Reviews  
Self-reviews are designed to help businesses become familiar with sales and use tax laws as 

they relate to their specific industry.  Selected businesses or organizations are mailed a packet of 
information enabling them to review their own books and records for potential sales and use tax li-
ability.  To reach as many business owners as possible, the Tax Commission sends the reviews out 
as a large mailing to each business owner within a specific industry, to-date including: Chiroprac-
tors, Animal Care, Mortgage Companies, Attorneys, Accountants, Credit Unions and Banks, Den-
tists, Architects, and Engineers. 

Through this effort over 6000 businesses have been educated about their tax responsibilities, 
and approximately 900 additional businesses have become licensed to collect and remit tax.  

Each self-review contains definitions, explanations, and examples to help inform and educate 
businesses on their sales and use tax responsibilities.  Also, included with the self-review are 
names and phone numbers of contact persons that will help answer any questions or provide addi-
tional information.   

A primary focus of the self-review is in the area of use tax.  Use tax is imposed on purchases 
that come from an out-of-state inventory.  In most cases, these are purchases made from an out-of-
state supplier not required to collect Utah tax.  Equipment or supplies purchased tax-free that are 
not resold are generally subject to Utah’s sales and use tax laws.  All purchasers are responsible for 
the tax on items used or consumed in Utah.   

The self-review provides an avenue for businesses to remit potential tax due by having them 
review their own records and determine those purchases that are taxable.  The process also clearly 
defines and explains tax-requirements.   For example, businesses receive information on sales and 
use tax licensing so that they have the opportunity to review requirements and apply for a license if 
necessary.   Business owners who should be licensed but are not have a greater audit risk, therefore 
this is valuable information for them. 

The self-review process is an effective way to educate, increase voluntary compliance in a less 
intrusive manner, and also helps ensure that competitors in similar industries are also remitting 
their fair share of taxes. 

Voluntary Disclosure  
The Utah State Tax Commission’s Voluntary Disclosure Program helps businesses that become 

aware of potential Utah tax liabilities to voluntarily resolve prior tax obligations.  The liabilities can 
be in sales and use, corporate, withholding, or any other tax that may not have been paid.   

Companies may anonymously approach Voluntary Disclosure Program staff to seek resolution 
of these liabilities arising from past activities. Generally, companies benefit from the voluntary dis-
closure process by not having penalties imposed and by receiving a limited look-back period.  Each 
year millions of additional tax dollars are collected as a result of this program, and many busi-
nesses become compliant with tax laws. 

Companies wishing to enter into or simply wanting to know more about Utah’s Voluntary Dis-
closure Program may contact program staff on an anonymous basis by phone at (801) 297-4700, 
by email at www.nexus@utah.gov. 

As the Tax Commission and business owners continue participating in these and other pro-
grams, they both see the benefit of increased compliance with state tax laws through better under-
standing and awareness of tax requirements.  Information on a variety of tax-related topics includ-
ing those discussed here, as well as forms and bulletins are available 24 hours a day, 7 days a week 
at www.tax.utah.gov.     
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State Business Tax Climate Index 
Utah ranks 26th among the 

50 states according to the na-
tional Tax Foundation’s recent 
State Business Tax Climate In-
dex. The study ranks the “busi-
ness tax friendliness,” of each 
state using five factors: 1) Cor-
porate Income Taxes, 2) Indi-
vidual Income Tax, 3) Sales and 
Gross Receipts Tax, 4) Unem-
ployment Insurance Tax, 5) Fis-
cal Balance, which includes tax 
collections per capita, and as 
percent of personal income, and 
tax and expenditure controls. 

Utah ranked 8th best in cor-
porate income tax and 42nd in 
individual income tax. Utah 
ranked  in the middle of the pack 
on sales and gross receipts tax, 
unemployment insurance, and 
fiscal balance.  

According to the study, 
many of Utah’s neighbors are 
leading the nation in creating a 
tax friendly business climate. 
Three of Utah’s immediate 
neighbors Nevada, Wyoming, 
and Colorado all ranked in the 
top ten. Other western states in 
the top ten were Oregon and 
Washington. 

The study points out two 
rules state lawmakers should 
keep in mind while addressing 
their tax policies: 1) Taxes affect 
business decisions, job creation, 
and retention. Businesses see 
taxes as input costs that are 
passed along either to the cus-
tomer in higher priced goods, or 
to the worker by lower wages. 2) 
Every tax law will in some way 
change that state’s competitive 
position with other states.  

Lawmakers cannot control 
every factor that affects the 
state’s business climate, such as 
geographic location, available 
natural resources, and access to 
waterways and ports. Lawmak-
ers do have control over how 
friendly their tax climate is, 
which can make their state more 
attractive to businesses.  
Some of the features of Gover-
nor Walker’s tax reform pro-
posal produce significant im-
provements in Utah’s Tax Cli-
mate ranking. 
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Major Components of the 2004 State Business Tax Climate Index 

State Overall 
Rank* 

Corporate 
Income 
Tax Index 
Rank 

Individual 
Income 
Tax Index 
Rank 

Sales 
and 
Gross 
Receipts 
Tax 
Index 
Rank 

Unem-
ployment 
Insurance 
Tax Index 
Rank 

Fiscal 
Balance 
Index 
Rank 

Alabama 16 27 19 13 6 14 

Alaska 3 49 4 1 38 10 
Arizona 19 15 26 41 8 7 
Arkansas 42 45 22 39 44 37 
California 38 39 44 37 22 30 
Colorado 8 5 13 22 25 1 
Connecticut 36 19 21 33 24 43 
Delaware 18 36 20 3 10 46 

Florida 2 9 4 21 1 5 
Georgia 20 11 26 7 33 15 

Hawaii 50 28 47 45 20 50 
Idaho 31 17 35 19 46 22 
Illinois 23 23 11 42 41 18 
Indiana 12 23 10 10 5 28 
Iowa 28 43 30 15 28 17 
Kansas 32 46 24 32 17 29 

Kentucky 44 44 25 8 47 42 
Louisiana 27 34 18 49 21 11 

Maine 42 40 34 11 39 40 
Maryland 21 6 35 9 14 26 
Massachusetts 33 29 15 11 48 38 

Michigan 36 50 12 17 41 39 
Minnesota 48 31 38 36 32 48 
Mississippi 25 32 16 47 2 27 

Missouri 11 13 23 29 9 4 

Montana 17 30 50 5 23 19 
Nebraska 35 42 28 34 16 32 

Nevada 6 1 7 46 39 16 

New Hampshire 5 37 8 2 43 8 

New Jersey 34 33 32 24 26 34 

New Mexico 39 18 35 48 15 41 

New York 49 14 49 40 50 36 

North Carolina 30 22 44 35 7 31 
North Dakota 39 48 29 20 37 34 

Ohio 29 38 46 38 11 21 

Oklahoma 14 12 39 14 3 12 

Oregon 10 15 43 4 27 6 
Pennsylvania 22 47 13 25 12 25 

Rhode Island 46 23 41 28 49 33 

South Carolina 24 10 40 16 44 13 

South Dakota 1 1 1 43 30 3 

Tennessee 15 23 9 44 34 9 

Texas 4 20 4 23 13 2 
Utah 26 8 42 27 19 24 
Vermont 45 35 48 18 4 49 

Virginia 12 7 17 6 29 19 

Washington 9 1 1 50 36 23 

West Virginia 47 41 31 26 35 45 
Wisconsin 41 20 32 31 31 44 

Wyoming 7 4 1 30 18 47 
*Overall rank orderings based on a comparison of individual 
state scores from combined subindexes, carried to three 
decimal places. Source: Tax Foundation, "2004 State Busi-
ness Tax Climate Index" 
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2005 County 
Budgets Analyzed  

Each year your Taxpayers 
Association reviews the budgets 
of county governments. As of 
our printing deadline three 
counties are proposing a prop-
erty tax increase. The accompa-
nying table gives a summary of 
the responses the Association 
has received. A few counties 
could not provide the Associa-
tion with firm proposed budg-
ets. Once again common factor 
among all counties is the cost of 
insurance for their employees. 
Salt Lake County: County of-
ficials intend to increase prop-
erty taxes for fire service but re-
duce taxes in municipal ser-
vices. This proposal will be 
revenue neutral.  
Weber: County Officials intend 
to increase the property tax rate 
by 30% for library and general 
fund needs. 
Cache: County officials are 
proposing a tax increase of 
14.6% for enhancement of am-
bulance services. 
Piute: County officials are pro-
posing a increase in property 
taxes of 101%.  
Updates to this chart will 
be available as they come 
in. 

 
 
 
 
 
 

  
  

2005 County Budgets 

County Budget Hearing 
Tax 
Hike Health 

Pay       
In-
crease 

Beaver   No 18%   
Box Elder 12/7/04 11:00AM No 15% 1.85% 
Cache 12/7/04 6:00PM Yes     
Carbon 11/23/04  4:00PM No 2% 4% 
Daggett 12/21/04 1:00PM No     
Davis 12/16/2004 No      14%        2% 
Duchesene 12/20/04 7:00PM      
Emery 12/22/04 6:00PM No 0 0 
Garfield 12/13/04 1:30PM No     
Grand 12/7/04  7:00PM No 15% 3% 
Iron 12/20/04 10:00AM No     
Juab 12/20/04 6:00PM No 13.27% 2% 
Kane        
Millard 12/6/04 7:00PM No 19% 2.50% 
Morgan        
Piute 12/13/04 6:00PM Yes     
Rich 12/13/04 1:00PM No     
Salt Lake  12/7/04 6:00PM Yes*     
San Juan   No     
Sanpete 12/7/04 11:00PM No 16.50%   
Sevier 12/20/04 1:00PM No 18%   
Summit 12/15/04 No 0% 4% 
Tooele 12/14/04 3:00PM No 15.50% 4% 
Uintah 11/29/04 2:00PM No     
Utah 11/30/04 9:00AM No 8% 2.30% 
Wasatch        
Washington   No     
Wayne        
Weber 12/7/04 6:00PM Yes 14% 4% 

*Offset by tax cut elsewhere. Revenue neutral.   
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