


Highlights of this Report

Loss Of Protection For Public
School Funding

The current income tax mandate
ensures that public school funding is
protected from the traditional rat race of
competing for funding from the state.

Alternative Avenues For
Flexibility

The desire for more flexibility in the
state budget is improvable without
removing the income tax mandate.
There are a number of earmarks, or
“reservations” on funding in other areas,
such as state sales tax, that could be
altered for additional flexibility in the

Loss Of Transparency

With the income tax mandate, Utahns know where
their money is going and how it is being spent.
Removing the income tax mandate would remove
a lot of certainty on how that money is being
spent and would open up a large pool of taxpayer
dollars for anything from private religious school
vouchers to legislative pet projects.

Lack Of Adequate Funding Protection

The guarantees offered in the constitutional
amendment for public education are not very
strong.

Suspicious Spoonful Of Sugar
Tying the removal of sales tax on food to

State’s budget.

constitutional amendment is unnecessary and

could be done without tacking it on to this
unrelated amendment.

Introduction

Supporting public schools has long been a top
priority for Utahns. Despite this, the Utah Leg-
islature struggles to adequately fund the state’s
schools. On a per-child basis, Utah’s public
school funding continues to trail behind every
other state in the nation.' As a result, Utah has
some of the largest class sizes in the nation? and
rates of turnover among teachers that are high-
er than the national average.® Lawmakers brag
about historic levels of investment in public
education in recent years but their public rela-
tions efforts ring hollow when considering the
funding that our schools, teachers, and students
need.

With that in mind, it is perplexing that Utah

lawmakers asked their constituents to remove
the Utah Constitution’s mandate that directs
income tax revenues toward educating Utah’s
children. In exchange for some new “guaran-
tees” for public education in the Constitution
and removing the state portion of the sales tax
on food, a constitutional amendment on this
year’s ballot would open up income tax reve-
nues to be used by the Legislature for any pro-
gram or service it desires, including vouchers
for religious private schools and pet projects of
state lawmakers.

As with any change to our state’s foundational
law, Utahns should be wary about approving
this change to the Utah Constitution. Voters
should carefully consider the language of the
proposed constitutional amendment and think




long and hard about whether lawmakers have

shown they can be trusted, then ask themselves:

is this a bad deal for public schools?

Utah’s Constitutional Educa-
tion Funding Mandate

It was not until 1931, during the depths of
the Great Depression, that the Utah State Leg-
islature adopted a state income tax as a way
to replace revenue lost from the property tax,
the main source of government revenue at the
time.* From the very beginning, the revenues
from the income tax were dedicated to funding
public education, though not exclusively. As first
adopted, 75 percent of the revenues were to be
used for public schools, with the remaining 25
percent being deposited into the state’s General
Fund.

Only 15 years later, Utahns approved a con-
stitutional amendment that required “all rev-
enue received from taxes on income . . . shall
be allocated to the support of the public school
system.”® Along with a constitutional amend-
ment equalizing funding between schools, the
1946 committee studying taxes proposed the
change because it thought the change would
“get schools out of the legislature, that schools
will not need to fight the legislature for their
needs.”” When he opened the 1946 special
session that would propose the constitutional
amendment, then Governor Herbert B. Maw
said the amendment would lead to “adequate
and equitable” financing for public schools.®

Despite this constitutional requirement ded-
icating income tax funds to K-12 public educa-
tion, the Legislature began using income tax
revenues to support higher education in the
early 1980s, though the amount of funds divert-
ed was quite small.® Utah voters formally autho-
rized the use of income tax revenue to support
higher education institutions and programs with
the adoption of a constitutional amendment in
1996, and the amounts appropriated to higher

education grew.' Further diversions were made
after voters approved a constitutional amend-
ment in 2020 that allowed the Legislature to ap-
propriate income tax funds “to support children
and to support individuals with a disability.”"

During the 2023 General Session of the Utah
State Legislature, lawmakers passed SJR 10 Pro-
posal to Amend Utah Constitution - Income Tax
and directed that it be submitted before voters
during the next general election in November
2024.2 If approved by voters, the constitutional
amendment would allow income tax revenues
to be used to support any state program or ser-
vice as long as the Legislature maintains a “stat-
utory public education framework” that uses a
“portion of revenue growth” to fund enrollment
changes and inflation, in addition to providing a
“budgetary stabilization account.”'

At the same
time, lawmak-
ers approved
HB 101 Food
Sales Tax
Amendments,
which would
remove only
the state
portion of
the sales tax
from food
(currently 1.75% of the total 3.0% sales tax on
food—the local portion would remain in effect).
This law will only go into effect if Utahns ap-
prove the constitutional amendment opening
up the use of the income tax fund.'* Another
law that would only go into effect upon approval
of the constitutional amendment is HB 394 Hold
Harmless for Public Education Enrollment De-
cline, which requires the Legislature to reinvest
any funds saved from declining enrollment over
the next five years in improved per-pupil spend-
ing."



The Case for Voting Against
the Amendment

The Utah Legislature has been chipping away
at the Utah Constitution’s education funding
mandate for decades but getting rid of the man-
date entirely is a step too far.

In making their pitch to voters for this latest
change, the Legislature has added sweeteners
to help swallow such a big shift in funding pub-
lic education, including removal of the state’s
sales tax on food. However, the new constitu-
tional provisions that voters are being asked to
approve actually weaken Utah'’s existing guar-
antees in the State Constitution. Additionally,
lawmakers have shown us over time that they
are willing to cut income tax revenues rather
than adequately fund our schools and teachers,
instead pitting various needed programs and
services, as well as tax cuts, against each other
for pieces of the pie. While voters do support re-
moving the sales tax on food, lawmakers could
and should have done this long ago, and with-
out tying it to what would likely be steep cuts in
education funding.

Look to the Language

The new education funding guarantees includ-
ed by the Legislature in the proposed constitu-
tional amendment do not actually “guarantee”
much.

First, the constitutional amendment is based
on an underlying “statutory” framework. Unlike
constitutional requirements that require both
legislative proposal and approval by voters at
the next election, statutes can be changed at
any time by any Legislature. For example, HB
394, the law that holds public education “harm-
less” for declining enrollment sunsets after five
years, yet the constitutional change allowing
funding to be taken from educational purposes
will persist forever. In fact, because it's only a
statute, lawmakers could repeal this law before
the five years are up, leaving them to do as they
please.

Second, the proposed amendment only guar-
antees an unspecified “portion” of revenue
growth in income tax revenues toward the
statutory framework. That portion of income
tax revenue growth, which could be as little as
a dollar or whatever lawmakers decide, would
have to be directed toward funding enrollment
growth, inflation, and a budgetary stabilization

S.J.R. 10, from the 2023 General Session of the Utah State Legislature, would
amend Article Xlll, Section 5 of the Utah Constitution to read:

Current Language

(5) All revenue from taxes on intangible
property or from a tax on income shall be
used:

(a) to support the systems of public
education and higher education as defined
in Article X, Section 2; and

(b) to support children and to sup-
port individuals with a disability.

Amended Language

(5) All revenue from taxes on intangible property or from a tax on
income shall be used:

(a) to support the systems of public education and higher
education as defined in Article X, Section 2;

(b) to maintain a statutory public education funding
framework that:

(i) uses a portion of revenue growth for expendi-

tures from the Uniform School Fund for changes in student enroll-

ment and long-term inflation; and

(ii) provides a budgetary stabilization account;

(c) to support children and to support individuals with a

disability; and

(d) to support other state needs after the fulfillment of the

requirements in Subsection (5)(b).



account.” These areas of education funding
deserve the existing constitutional protection
that prioritizes all income tax revenues toward
education funding before other government
purposes. The proposed amendment removes
previous safeguards and would allow for drastic
cuts to Utah's public schools.

Even if a specific portion of revenue growth
were a part of the amendment, it would only be
impactful if Utah was already adequately fund-
ing the state’s public education system. While it
may be true that money is not the only factor in
determining a quality education system, Utah
has substantially lagged behind nearly every
state in per-pupil funding. This measurement
alone is significant evidence that Utah leaders
have not adequately funded education. It also
weakens any argument of “historic” funding, as
even massive increases in state funding cannot
close the annual or multi-year gap in providing
children with a quality education. Only requiring
a “portion” of revenue growth without requiring
an “adequate” level of funding be reached first
allows the Legislature to only meet the bare
minimum moving forward to meet its constitu-
tional responsibilities. We should expect more.

Third, the statutory framework only requires
that revenue “growth” in income tax revenues
be dedicated to public education—nothing
more. The proposed provision does not address
what the Legislature must do when income tax
revenues decline or stay the same. In theory,
if revenues from the income tax fund were to
contract, either from outside economic forces
or through legislative cutting of rates, lawmak-
ers could cut public education spending before
cutting other areas that had been funded from
income tax funds. Of course, it's not possible
or wise to make a firm promise that education
funding will never be cut, but Utahns are enti-
tled to a firmer guarantee that education fund-
ing would not be the first on the chopping block.

While a “budgetary stabilization account” is

mentioned, it does not require a specific level
of funding in that account or specific scenarios
when the account must be used to “stabilize”
education funding. Furthermore, the reference
to “budgetary” stabilization, rather than “educa-
tion funding” stabilization, leads one to wonder
whether an interpretation of the amendment
would require that the funding in the account
be used for education at all. Instead, it could

be read as permission to fund an account that
could be used to stabilize all manner of items in
the budget or as a rainy day fund for the budget
as a whole.

This constitu-
tional amend-
ment is full of
holes, poten-
tial misinter-
pretations, and
nonexistent
guarantees for
future educa-
tion funding.
Utahns should
keep the constitution as it is currently written
and insist that income tax revenues be used
solely for supporting our education system.

History of Tax Cuts

As mentioned above, the amendment does
nothing to actually guarantee or protect public
education funding. With both recent and long-
term history showing that lawmakers have a
predisposition to cut tax rates, this is a cause for
concern.

According to Voices for Utah Children, income
tax cuts since 2018 have resulted in revenue
losses of over $800 million'™—funds that could
be spent every year on improving our children’s
education. Just over a half billion dollars of
that revenue has been taken from the income
tax fund in the past three years as state lead-
ers have reduced the personal and corporate
income tax rates. Furthermore, according to



Figure 1: Revenues Cut from Income Tax Fund, 2018-2024

-$50 T T T 1
-$51.7m

m L
's -$100
.g
2 450 - -$167m
O
g -$193m
& -$208m
5 -$200
a4

-$250 —

2018 2022 2023 2024

Personal and corporate income tax cuts overwhelmingly benefit the
wealthy, while stripping funding from services for everyday Utahns, like
public education.

Source: Richard W. Evans, What Are the Effects of Utah Income Tax Rate Cuts, Research in Focus (March 2023),
https://www.thecgo.org/wp-content/uploads/2023/03/Utah-Rate-Cut-RIF-Released-01.pdf; Katie McKellar, Gover-

nor signs $167 million tax cut bill, dropping Utah’s income tax rate to 4.55%, Utah News Dispatch (Mar. 15, 2024),

https://utahnewsdispatch.com/2024/03/15/utah-governor-signs-income-tax-cut/; Katie McKellar, Tax cuts: Utah
Legislature approves $400 million tax cut package. Here's what that means for Utahns, Deseret News (Mar. 2,
2023), https://www.deseret.com/utah/2023/3/2/23622575/tax-cut-utah-legislature-income-400-million-sales-tax-
food/; Sam Metz, Utah Gov. Spencer Cox signs $193M tax cut into law, Associated Press (Feb. 11, 2022), https://

“I want to focus on continuing
to reduce income tax. Let’s also
continue to have the discussion
on getting rid of the income tax
[sic] all together.”® During the
Utah State Legislature’s 2024 In-
terim Session, members of the
Revenue and Taxation Interim
Committee have been assigned
“alternatives to the income tax”
as a study topic.”

This obsession with getting rid
of the income tax at first makes
one wonder why lawmakers are
trying to free up the revenues
from that tax for other uses. Is
it because wealthier individuals
and corporations would stand
to benefit the most from abol-

apnews.com/article/business-utah-state-taxes-personal-taxes-a168e21097bbca2349172209db73e330.

Voices for Utah Children, since 1985, Utah has
cut taxes in such a way that now add up to $3.4
billion in lost state revenue each year."

These are tax dollars that could be spent on
public education, as well as higher education
and programs for children and people with dis-
abilities. In each of these spending categories,
there are unmet needs each and every legisla-
tive session. Yet lawmakers continue to priori-
tize cutting income tax rates, which overwhelm-
ingly benefits the wealthiest individuals, instead
of prioritizing the needs of everyday Utahns.

Leaders are now talking about eliminating
the income tax entirely. Speaking of legislative
leadership, Utah Governor Spencer Cox said,
“ultimately what they want to do and what I
want to do is get rid of the income tax com-
pletely.”’® It's not like those legislative leaders
are being exactly shy about their intentions
either. Utah Senate President Stuart Adams
said, “I've said forever, if there is a way, we'd
like to try to actually remove the income tax,”"?
and Utah House Speaker Mike Schultz has said,

ishing this tax??? Is it because
lawmakers would like to remove
the constitutional mandate and its connection
to public education before attempting more
large-scale income tax reforms so that they are
not accused of cutting education funding? Or is
it to sidestep current constitutional restrictions
to open the floodgates to much more funding
for private religious school vouchers?

Whether or not lawmakers eventually try to
get rid of the income tax altogether, the history
of income tax rate cuts year after year helps to
explain why many public education advocates
have come out against the proposed constitu-
tional amendment—future funding for public
education is not guaranteed and the more that
lawmakers continue to split the pie between
additional uses, the more chance there is that
public education gets a smaller piece of the pie
or misses out on dessert altogether.

Pitting One Against Another

The Income Tax Fund, which until recently the
Legislature called the “Education Fund,” con-
tinues to get sliced and diced into ever more



pieces. For fifty years, all income tax revenues
were constitutionally restricted to the support
of public education alone. Then, in 1996, Utahns
approved a constitutional amendment that
affirmed that higher education was a part of
“public education.”

In 2020, lawmakers returned to voters, ask-
ing them to open up the use of revenues from
income taxes for additional uses, including
programs for children and people with disabil-
ities. This change eventually resulted in 10% of
the Income Tax Fund, as shown below, to be
diverted away from public education. Signifi-
cant amounts of income tax revenue that could
have been allocated for public education were
instead used to fund higher education and pro-
grams for children and people with disabilities.

As an example, Representative LaWanna “Lou”
Shurtliff (D), a teacher and public education
advocate, stated that Amendment G, the 2020
constitutional amendment, would allow income
taxes to “be misused for vouchers.”> Only three
years later, during the 2023 General Session of
the Utah State Legislature, lawmakers appropri-

ated $42.5 million from the Income Tax Fund
toward the newly established voucher program,
the Utah Fits All Scholarship,® which gave up to
$8,000 to

each child

to attend “[Aldding these few
religious words to [...] the Utah
private Constitution means
schools, suddenly pitting

for their hundreds of vital social
homes- services programs
chooling, against our already

or other underfunded public
e ecducation system.”
SO EEEESSSEREto R EUZEScamilla
options.

Earlier this

year, lawmakers appropriated $40 million more
in ongoing income tax funds toward the vouch-
er program, bringing the total diversion from
public education to $80 million annually.?

It's worth repeating Senator Luz Escamilla’s
(D) argument against Amendment G in 2020,
today: “[A]ldding these few words to [...] the Utah

Figure 2: Use of Income Tax Revenue, 1931-2024
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Constitution means suddenly pitting hundreds
of vital social services programs against our
already underfunded public education system.
[...] The last thing we need to be doing right now
is diverting even more funds away from our
schools. Combined with significant economic
uncertainty, this constitutional amendment pos-
es a serious threat to both our public education
system AND to vital programs for children and
individuals with disabilities.”’

The irony is that the Legislature continues to
restrict its own budgetary flexibility through the
use of earmarks, or “reservations” on funding.
Over the past two and a half decades, lawmak-
ers have earmarked more than a quarter of
sales tax revenue for specific uses, mostly for
transportation. As the Legislature increasingly
uses earmarks to fund government programs, it
decreases the amount of revenues left to fund
the rest of the government. In essence, the
Legislator continues to tie its own hands. The
resulting lack of flexibility in the budget is a key
reason that lawmakers cite for the need to open
income tax revenues for more uses.

The problem with removing the mandate for
public education is that it leaves the funding
vulnerable to the whims of legislators who can
then use income tax revenues for any number
of programs, pet projects, and religious school
vouchers that public education will have to
compete against. If budgetary “flexibility” is the
primary reason to open up the income tax reve-
nue, there are other options that are easier and

less damaging to pursue first. Utahns should en-
sure that public education remains a top priori-

ty by voting against this proposed constitutional
amendment.

Sales Tax on Food

Utah voters should not have to make the
choice between this constitutional amendment
and the removal of the sales tax on food. Al-
though lawmakers claim they need to fund gov-
ernment programs with income tax revenues to
make up for the sales taxes that would be lost if
food were no longer taxed, they are convenient-
ly ignoring other avenues that could be taken.
The Legislature should listen to Utahns and
remove the sales tax on food regardless of what
happens with this constitutional amendment.

There is a decades-long history of the public
and politicians advocating for removing the
sales tax on food and Utah lawmakers remain-
ing unresponsive to those pleas. In 1978, the
Coalition Opposed to the Sales Tax on Food
(COST-OFF) gathered enough signatures “to
place a bill before the Legislature.”® Despite
support from then-Governor Scott Matheson (D)
and his Tax Revisions Study Committee, law-
makers tabled the bill in committee during the
1979 General Session.?® A ballot initiative orga-
nized by COST-OFF the following year gathered
enough signatures to be placed on the ballot
but only received 44% support from voters, with
56% voting against.*

In 2006, Governor Jon Huntsman (R) began
to push again for eliminating the tax on sales
of food, saying, “Now is the time and this is
the session to remove the sales tax on food!"™"
Despite his efforts, the Utah Legislature did not
entirely eliminate the sales tax on food, instead
only lowering the rate by 2% during the 2006
General Session.*

Another attempt to repeal the state portion of
the sales tax on food was made by Representa-
tive Tim Quinn (R) in 2018 but the bill, though it



passed in the House of Representatives, was de-
feated in a Senate hearing.® The next year, law-
makers attempted to reverse the 2006 changes
and reinstate the full sales tax on food.** It

was only after “public outcry and a threatened
referendum” that lawmakers backtracked and
repealed the law, which also included broader
tax reform.*

Lawmakers can
and should remove
at least the state
portion of the sales

Despite the
Legislature’s hesi-
tation, lawmakers
can remove the
sales tax on food.
According to the
Center on Budget
and Policy Priori-
ties, “[t]hirty-two
states plus the District of Columbia exempt
most food purchased for consumption at home
from the state sales tax.”¢ This is in addition to

tax on food, and
they should not
hold this policy
choice hostage.

Figure 3: Sales Tax on Food by U.S. State, 2024

the five states that don't have a sales tax at all.>”
If a majority of states in the Union can figure
out how to remove the sales tax on food, then
Utah can too.

Lawmakers can and should remove at least
the state portion of the sales tax on food, and
they should not hold this policy choice hostage
to a decision by Utahns on amending the con-
stitution. Instead of removing this constitutional
mandate, lawmakers could modernize the sales
tax as they attempted to do in 2018 to expand
revenues flowing into the General Fund to cover
more programs and services. They could also
raise the tax on gasoline or switch to a more us-
er-based approach of charging per miles driven
to cover more of the costs of highway construc-
tion and maintenance, rather than earmarking
sales taxes for transportation costs, thus freeing
up more funds in the General Fund for pro-
grams and services. Lawmakers could also stop
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Source: Eric Figueroa & Julian Legendre, States That Still Impose Sales Taxes on Groceries Should Consider Reducing or Eliminating Them, Center on Budget
and Policy Priorities (Apr. 1, 2020), at https://www.cbpp.org/research/state-budget-and-tax/which-states-tax-the-sale-of-food-for-home-consumption-in-2017.
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cutting income taxes every year and institute a
more progressive system of graduated income
tax brackets to raise more revenue, thus pro-
viding more funds for education, programs for
children, and programs for individuals with dis-
abilities, thus relieving pressure on the General
Fund. There are plenty of ways to keep revenues
neutral while also eliminating the state portion
of the sales tax on groceries. Lawmakers do not
have an excuse other than that it is not their
priority.

Lawmakers don't just have the ability to elim-
inate the sales tax on food, they have a moral
obligation to do so. The sales tax is inherently
regressive, exponentially impacting lower-in-
come households more than middle- and
high-income households.?® Low-income Utahns
spend a larger portion of their income on
goods, and thus a higher percentage of their in-
come goes toward paying sales taxes, especially
when it comes to basic necessities like grocer-
ies.®® Even if Utahns do not approve this consti-
tutional amendment, lawmakers should make it
a priority to remove not just some, but all of the
sales tax on food.

Conclusion

When they receive their ballots this October
and November, Utahns should vote against
this constitutional amendment and preserve
the constitutional mandate that has historically
been used to fund and protect public education
in our state. The “guarantees” that lawmakers
have proposed to add to the Utah Constitution
in exchange for removing the mandate are
non-existent and would allow drastic cuts to
Utah'’s public education funding.

Beyond the language of the proposed con-
stitutional amendment itself, lawmakers have
shown that they cannot be trusted when it
comes to adequately funding education as they
have slashed income tax revenues that could be
used to increase funding to our public schools,

choosing instead to pit public education against
other government services and programs. The
sweetener that lawmakers are holding out to
their constituents in this deal, removing the
state portion of the sales tax on food, is a false
choice because lawmakers could and should
have removed it long ago.

Instead of doing away with the income tax
mandate, lawmakers could consider moderniz-
ing and/or adjusting Utah's tax structure to have
sufficient revenues in the various funds they use
to adequately finance needed programs and
services. The Legislature could revisit their di-
sastrous 2018 campaign to modernize sales tax-
es to cover more services, thus broadening the
base and also raising additional revenues for
the programs and services funded by the Gen-
eral Fund, while also doing away with the sales
tax on food. Another option lawmakers have is
to shift more funding of programs and services
under the Income Tax Fund allowed under the
2020 constitutional amendment, by reversing
course from the flat tax and reinstating gradu-
ated income tax rates for high-income earners
and corporations, thus relieving pressure on
the General Fund. Lawmakers could also end
the practice of earmarking sales tax revenue
for transportation projects, instead raising gas
taxes and/or moving toward user-based mileage
fees. With all the tools in their belt that come
from robust tax policy, lawmakers can figure
out another way to find the flexibility they need
to fund the programs and services that Utahns
want and need, while preserving adequate and
equitable funding for our schools.

Utahns strongly support their teachers and
schools. They want a strong public education
system that gives their children the foundation
they need to thrive and contribute to our soci-
ety. The constitutional amendment to remove
the historical education mandate is a bad deal
for public schools and Utahns should vote
against it this November.
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