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UTAH'S TAX STRUCTURE

It is significant to note that while the property tax yields more
revenue in Utah than any other tax, the state government receives
no money from this source. The property tax is reserved for cities,
towns, counties, school districts and for other local purposes. The
state does impose a statewide property tax but it is for the benefit
of the Uniform School Fund and the revenue derived from this tax
is distributed to the various school districts as an integral part of
the Uniform School Fund. For the calendar year 1957 property
taxes for the entire state were charged as follows:

Schools (state and district levies combined) ....$42,515,412

Cities and ToOWNS 11,593,075
Counties (except roads) ... ... 8,609,621
Counly Poads=C ot ey | Fa Bl B el F 2,424,933
Special taxing distriets ..o Lol 2,201,258
Boutiby;-eted WL P nliny  Sine e A T (R L 176,287

$67,5620,5686

The following statements show the receipts of various state
taxes for the State General Fund, the Uniform School Fund, for
Roads and for Special Tax Funds for the fiscal year ended June 30,
1958:

STATE GENERAL FUND

Beens &0 xtu ¥ ot B KT Tl Ty LT TR $ 255,458.68
Cigarette (14 plus licenses, ete.) oo 1,042,535.56
Corporation Franchise Tax

(Property Tax base) ..o 163,119.00
Inheritance Tax .. 925,990.36
Insurance Tax . 1,837.788.93*
Mine. Occupationlax oo tee oot e 2,230,902.23
Oleomargarine Tax ... 632,087.13
Sales and Use Tax oo 24,494,572.69

$31,682,454.58

*In addition to this amount $159,746.83 was allocated to the
Firemen’s Pension Fund.

All of the revenue derived from the beer tax, the inheritance,
mine occupation, oleomargarine, and sales and use taxes is ear-
marked for the State General Fund. The revenue received from
the tax on insurance companies also goes to the State General Fund
except 50 per cent of the tax upon fire insurance premiums which
is set aside for the Firemen’s Pension Fund.

The revenue from the cigarette tax is divided between the
State General Fund and the Uniform School Fund. The tax is com-
puted at the rate of 4c per pack of ordinary size and in addition



2 STATE TAX COMMISSION

there is a tax imposed on cigarette papers and wrappers. One half
of the tax on cigarettes is allocated to the Uniform School Fund.
The remainder of the taxes on cigarettes and on cigarette papers
and the license fees of dealers in cigarettes is allocated to the
General Fund. The difference between $1,042,535.56 allocated to
the State General Fund and $1,003,077.47 which is allocated from
cigarette taxes to the Uniform School Fund represents the amount
received from taxes on cigarette papers, cigarette dealer’s licenses,
ete.

The corporation franchise tax act provides for a tax of 4 per
cent of the net income of the corporation allocated to Utah for the
preceding taxable year or for a tax of 1/20th of 1 per cent of the
value of the corporation’s tangible property in this State, whichever
is greater, and further provides that in any case a minimum tax
of $10.00 shall be imposed.

The act further provides that the revenue which is derived
from the tax based upon income shall be allocated to the Uniform
School Fund while the tax which is computed upon the property
base or the minimum tax of $10.00 for each corporation shall be
allocated to the State General Fund. In the above schedule the
sum of $163,119.00 represents the money which was collected on
the property tax base or the $10.00 minimum. The corporation
taxes based upon income will be shown in the schedule which lists
receipts to the Uniform School Fund.

While all of the revenue derived from the mine occupation tax
is ear-marked for the State General Fund, there is a unique pro-
vision of the law which provides for the creation and maintenance
of a mine occupation tax reserve fund. All receipts from this tax
are deposited in the mine occupation tax reserve fund and then
transferred to the State General Fund by a formula based on a
five year average collection. The effect of this is to stabilize the
amount of money allocated from this tax to the State General Fund
each year in such a way that in some years the revenue which is
allocated to the State General Fund is larger than the amount
actually collected in that year, while in other years the revenue so
allocated to the State General Fund may be less than the actual
collections for that fiscal year.

For the fiscal year ended June 30, 1958 the actual collections
of the mine occupation tax amounted to $2,126,195.89. In addition
to this amount the sum of $104,706.34 was allocated from the mine
occupation tax reserve fund to the State General Fund making
a total receipt in the State General Fund from this source of
$2,230,902.23.

The above schedule shows only the receipts to the State General
Fund from taxes. In addition to the funds received from taxes the
State General Fund receives money from various sources. One of
the major sources of revenue at present is profit from the sale of
liquor under the provisions of the liquor control act. During the
fiscal year ended June 30, 1958, over $3,000,000 net was received
into the State General Fund from this source.

™
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UNIFORM SCHOOL FUND

1. Excise Taxes

a. One-half of Cigarette Tax ................_. $ 1,003,077.47
b. Corporation Franchise Tax

based upon income ... 5,975,872.77
¢. Individual Income Tax ........................ 11,396,277.94

$18,375,228.18

The above schedule shows the amounts credited to the Uniform
School Fund from excise taxes which are administered by the
State Tax Commission. In addition to the excise taxes listed above,
the Uniform School Fund is allocated revenue from the following
sources:

1. Property Taxes

2. Legislative Appropriations, or transfers from other funds
3. State Lands

4. Federal Funds

5. Miscellaneous

The Uniform School Fund receives revenue from property
taxes through the application of a statewide levy on property for
the Uniform School Fund and also from the local property tax levy
in those school districts where the yield from the minimum 12 mill
levy is more than is required to meet the requirements of the
minimum school program in such district. The schedule which
shows the property tax for all purposes for the calendar year 1957
includes the amount of the property tax which was received directly
by school districts through the application of the district levy and
the amount of the tax which came as a result of the statewide levy
for the Uniform School Fund and the amounts received from the
local school districts where the minimum local levy yielded more
than the amount necessary to provide for the minimum school
program requirements.

During the past few years the Jordan School Distriet and
the Iron County School District have both contributed to the
Uniform School Fund from the receipts of the local school district
levy due to the fact in each case that the 12 mill local levy produced
more revenue than was necessary to meet the requirements of
the minimum school program in those districts.

In view of the fact that this brief discussion is limited to an
analysis of the Utah tax structure, no further mention will be made
of the sources of revenue to the Uniform School Fund other than
direct taxes.

The following amounts were realized from the taxes specified
for the fiscal year ended June 30, 1958:
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STATE ROAD FUNDS ‘
Motor Fuel Tax (Gasoline) ... $17,256,028.40
Motor Vehicle Registration ... ... .. ... 4,027,750.12
Special Fuel Tax (Diesel) ... 1,594,116.52

Temporary Permit Fees for Buses and
Trucks and Taxes Based on Mileage.... 943,694.56

$23,821,589.40

The Motor fuel tax is commonly called the gasoline tax. Motor
fuels which have been manufactured by low temperature carboniza-
tion within the state from coals, oil shales, rock asphalts and solid
hydrocarbons of Utah, motor fuels which are exported and motor
fuels which are sold to the United States and its agencies are
exempt from the motor fuel tax. While motor fuels which have
been manufactured in the manner indicated above are exempt from
this tax, this exemption has no force or effect because there are no
fuels being produced in this manner at the present time. The sale
or use of all other motor fuels is subject to a tax of six cents per
gallon unless it is sold at airports for airplanes’ use, in which case
the tax is four cents per gallon. The money which is collected from
the tax on motor fuel used in airplanes is placed in the aeronautic
fund.

All of the motor vehicle registration fees and fees based on
gross laden weight are credited to the motor vehicle registration
fund. After the expenses of administering the motor vehicle regis-
tration law are taken out, the remainder is appropriated to the
state road commission for use on class “B” and class “C” roads
and for distribution to the highway construction fund. The law
provides that on March 1 of each year the state auditor shall place
$2,000,000 from the motor vehicle registration fund in a special
account to be known as the class “B” and class “C” roads account
and shall distribute the balance of the fund fifty per cent to the
class “B” and class “C” roads account and fifty per cent to the
highway construction and maintenance fund. The law further
provides that “The funds in said class “B” and class “C” roads
account shall be expended under the direction of the state road
commission in such manner as the legislature shall provide.”

The special fuel tax is commonly called the diesel fuel tax
because the tax is laid on all diesel fuel which is used to operate
or propel a motor vehicle upon the public highways of Utah. How-
ever, it is also applied to all other special fuels such as butane or
propane which are used to propel a vehicle. The rate is six cents
per gallon for all fuel so used except that all sales made to the
United States Government or any instrumentality thereof are
exempt from the tax. Special fuels which are used for airplane
purposes are taxed at four cents per gallon. The tax is adminis-
tered by the Tax Commission and the receipts are credited to the
state highway construction fund from which an appropriation is
made to cover the expenses incurred in the administration and en-
forcement of the act.
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Passenger cars which are owned and operated by bona fide
non-residents in Utah are not required to be registered in this state
as long as they are so owned and operated. This exemption applies
also to all commercial vehicles that have an unladen weight less
than 7,000 lbs. or a gross laden weight less than 18,000 lbs. which
are owned and operated by such non-residents in Utah. Commer-
cial vehicles which have weights in excess of the above amounts
which are owned and operated by such non-residents in Utah may
meet the registration requirements in one of the following ways:

1. They may be registered in the ordinary way just as the
commercial vehicles owned by residents are registered.

2. The owner or operator may secure a single trip permit
which is good for 96 hours. The fee for each permit is
three per cent of the amount required for a full year’s
registration for a vehicle of similar weight, but in no event
less than $2.50 for single units and $5.00 for multiple units.

3. Interstate commercial vehicles that are regularly engaged
in interstate commerce which are owned either by residents
or non-residents may be operated in Utah on the mileage
fee basis if adequate records are kept and if such vehicles
which are owned by non-residents are properly registered
in their home state. Such vehicles which are owned by
residents of Utah must be registered by paying a fee of
$5.00 for each vehicle. The mileage fee for all interstate
commercial vehicles which are regularly engaged in inter-
state commerce whether owned by residents or by non-
residents is as follows:

25,000 poundsorless ... ... 14c per mile
25,001 pounds to 45,000 pounds ... 1c per mile

45,001 pounds to 60,000 pounds ... 114.c per mile
60,001 pounds and above ... 1%4c per mile

All mileage fees and fees collected from temporary permits
are credited to the state highway and construction fund.

SPECIAL TAX FUNDS
(Fiscal year ended June 30, 1958)

Public Utilities Regulation Fee . ................._. $ 64,195.27
SchoolLunch Fund ..o i 602,584.58
Automobile Driver Education Tax .................. 335,407.00

In this discussion of Utah’s tax structure emphasis has been
placed upon the general property tax and upon the excise taxes
which are credited to the State General Fund, the Uniform School
Fund and to Road Funds, but there are other taxes which do not
fit into this classification either because of their unusual nature or
purpose. The schedule listed above contains three such taxes.
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Public Utilities Regulation Fee:

The appropriation to the public service commission of Utah
is received in part from the General Fund and in part from the
application of the public utility regulation fee. The law provides
that at each regular session the Legislature shall determine the
amount to be used for the general support and maintenance of the
public service commission for the succeeding biennium and 14 of
such total amount is appropriated from the General Fund. The
remaining 3/ is raised by assessing all utilities such fees as shall
yield annually an aggregate amounting to 14 of the said remaining
3/4.. The fee is due and payable on or before the first day of July of
each year.

The Tax Commission computes and collects this fee from each
public utility subject to regulation by the public service commission.
The fee is"based upon the gross operating revenue of each utility
for the preceding calendar year derived from its business and
operation during this period within the state of Utah and excluding
income derived from interstate business. The Tax Commission
determines the rate of the fee with the provision that in no case
shall the fee be in excess of 14 of 1 per cent of the gross operating
revenue for the proceeding calendar year and with a further pro-
vision that the fee shall be not less than $2.00 for each public
utility.

School Lunch Fund:

A tax of 4 per cent of the purchase price paid upon every retail
sale of wine and distilled liquors sold by the state liquor control
commission is imposed by Section 53-8-1, Utah Code Annotated
1953. This tax is collected by the liquor control commission. The
money is then turned over to the State Tax Commission which in
turn deposits it with the State Treasurer, where it is kept in a
separate fund known as the School Lunch Fund. This fund is under
the control of the state board of education and is used to provide
school lunches and the school lunch programs in the various school
districts in the State of Utah.

Automobile Driver Education Tax:

The law which imposed this tax was enacted by the Legislature
in 1957 and provides that the tax shall be effective commencing
January 1, 1958. The tax is $1.00 upon every motor vehicle which
is registered and is collected by the Tax Commission at the time
the motor vehicle is registered. The funds are transmitted daily
to the State Treasurer and deposited by him to the credit of the
Automobile Driver Education Fund.

The amount which was allocated to this fund shown above is
the amount which was collected from January 1 to June 30, 1958.
The major amount of collections of course is received during the
period in which most automobiles are registered. This fee is col-
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lected from the owner when he registers a motor vehicle for the first
time in a calendar year but is not collected from the same owner or
transfers of registration.

RECOMMENDATIONS

Individual Income Tax

1. We respectfully recommend that the individual income tax
law be revised in the following manner:

(a) Amend Section 59-14-5, as amended, to provide that in
computing net income each person shall be permitted to deduct
from his gross income the amount of excise taxes paid by the
refiner, distributor or importer to the State of .Utah on the motor
fuel (gasoline) used by such person.

In 1951 the legislature amended the motor fuel (gasoline) tax
law by re-phrasing that portion of the act which dealt with the
imposition of the tax and by adding a paragraph which declared
that in fact the levy of the tax was on the consumer. This amend-
ment was enacted for the purposes of permitting the users of motor
fuels to deduct the tax from gross income in arriving at the net
taxable income for both state and federal income tax purposes.
The amendment accomplished its purpose, but it created confusion
in that section of the law which imposes the tax.

Shortly after the 1951 amendment became operative, the
internal revenue service changed its position on this matter and
permitted a deduction of state gasoline taxes in computing net
taxable income of an individual even though the tax was not col-
lected directly from the consumer. Elsewhere in this report the
Commission recommends that the motor fuel tax law be amended
to state clearly that the motor fuel tax is imposed directly upon
the producer or importer. This will clarify the act as far as the
imposition of the tax is concerned, but if this amendment is passed
the motor fuel tax cannot be deducted by the user of the motor fuel
in computing a net taxable income for state income tax purposes.
It is, therefore, recommended that the state individual income tax
act be amended to permit the deduction of the motor fuel tax paid
on the gasoline by each user of motor fuels in computing his net
taxable income.

(b) Amend Section 59-14-7, as amended, to provide that a
taxpayer may be allowed a dependency credit for a child over 18
years of age who is a full time student in an educational institution
where the taxpayer provides the main support even though the
child earns $600.00 or more during the year.

In the administration of this feature of the Utah income tax
law the Tax Commission is frequently faced with the situation
where a taxpayer has a child who is attending a university and
earns over $600 in a year but is still dependent in part upon his
parents for maintenance. It is the position of the Commission
that the section should be amended to conform with federal law so
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as to permit a credit as a dependent for a child over 18 years of
age who is a full time student in an educational institution if the
taxpayer provides the main support even though the child earns
$600 or more during the year.

It is significant to note that under the provisions of the
federal income tax law a parent may take a deduction for a child
who is a student at a regular educational institution even though
the child earns more than $600 in a year if the parent provides
more than half of the child’s support.

(c) Amend Section 59-14-70 to clarify the provision dealing
with the credit which a Utah resident may take in computing his
Utah income tax for income taxes paid in another state and to
provide that such credit will not reduce the proportionate amount
of tax on income which the resident has earned in Utah.

Section 59-14-70 makes a provision for the allowance of a
credit for taxes paid by a Utah resident to another state. While
the purpose of this act was to provide for greater equity in the
imposition of the tax, in some situations it has resulted in cancelling
out the Utah income tax which would otherwise be due in the
absence of such a credit. This result is conspicious in those cases
where the tax rate of another state is much higher than the rate
in Utah.

While this situation is found only in a comparatively few cases,
we feel that the matter should be brought to your attention for
the purpose of tightening up this feature of the law. It is our
position that the law can be so amended that it will still permit
a proper credit for taxes paid in another state without reducing
the amount of the tax which would otherwise be due the State of
Utah.

(d) Amend Section 59-14-4, as amended, to provide that “sick
pay” received by a taxpayer shall be included in the gross income
of the taxpayer, but that insurance benefits received by such tax-
payer shall be excluded from the tax base.

Section 59-14-4, which defines gross income for state income
tax purposes fails to mention “sick pay’’ and by reason of that fact,
some confusion has arisen in the interpretation of the law since a
decision of the United States Supreme Court held that for federal
income tax purposes ‘“sick pay” should not be included in gross
income. ‘

It is the position of the Commission that pay for services
rendered should be included in gross income even though some of
that pay may have been received by the individual when he was ill
and absent from his employment, but that any sums received by
the individual as insurance benefits should not be included in gross
income.

(e) Amend Section 59-14-71, as amended, to provide that the
employer of a non-resident in Utah shall not be required to collect
a withholding tax from a non-resident based on his earnings in
Utah if the employer is to operate in Utah less than sixty days.

e e e e e e e e A B R
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As a condition essential to the allowance of such grace period, it
will be necessary for the employer to file with the Tax Commission
immediately upon beginning operations in Utah, a statement under
oath setting forth the significant facts regarding such operation
and employment.

In 1957 the legislature amended the state income tax law to
provide for the withholding of income taxes due on the earnings
of non-residents in Utah. The effect of this provision has resulted
in the curtailment of operations by some non-resident employers in
Utah. We believe that the purpose of the act can be substantially
accomplished if it is amended to provide that the employer of a
non-resident in Utah shall not be required to withhold a state
income tax if the employer is to operate in Utah for less than sixty
days.

Corporation Franchise Tax

2. We respectfully recommend that the corporation franchise
tax law be supplemented by an income tax on corporations engaged
solely in interstate commerce which are not now taxed under the
Utah corporation franchise tax law, and other corporations that
derive income from sources in Utah which under the present fran-
chise tax law are technically not doing business in Utah.

The United States Supreme Court has firmly established two
significant principles regarding the state taxation of corporations
under the provisions of franchise tax or income tax laws. They
may be briefly stated as follows:

1. A state may not impose a charge for the enjoyment of
a right granted by the federal constitution.

2. A state may levy a tax on the income of a corporation
which is wholly derived from interstate commerce.

The Utah corporation franchise tax act imposes a tax upon
every corporation, not exempt, for the privilege of exercising its
corporate franchise or the privilege of doing business in the state,
but this tax does not apply to foreign corporations which are en.
gaged exclusively in interstate commerce in Utah. The first of
the above stated principles controls in this situation. As a result,
foreign corporations doing interstate business exclusively are not
subject to a tax burden comparable to the burden imposed upon
domestic corporations and foreign corporations which are not
doing interstate business exclusively. This discrimination may be
removed by the enactment of an income tax on such corporations,
as indicated by the second of the above stated principles.

This problem is not unique in Utah but has been conspicuous
in other states which have corporation franchise taxes. In Cali-
fornia, for instance, within a few years after the enactment of
their corporation franchise tax act, the legislature extended the
provisions of the law to include corporations which were engaged
solely in interstate commerce in California. This was accomplished
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in the same manner which we are recommending for Utah. It is
difficult, if not impossible, to make an accurate estimate of the
additional revenue which would accrue to Utah through the enact-
ment of the above proposal, but it would eliminate an unfair situa-
tion and would provide some additional revenue for the Uniform
School Fund.

Motor Vehicle

3. We respectfully recommend that the motor vehicle registra-
tion law be revised in the following manner:

(a) Amend Section 41-1-134 to provide for a minimum penalty
of $10.00 for the operation of a vehicle on the highways of the state
which is not properly registered.

Section 41-1-134 provides that the penalty for the operation
upon public highways of this state of motor vehicles which are not
properly registered shall be in the amount of the fee. In the case
of passenger cars, particularly after July 1, the registration fee
is so small that the penalty is of little importance to the operator
who chooses to operate without proper registration.

It is the recommendation of the State Tax Commission that
the penalty be continued as at present with the exception that a
minimum penalty of $10.00 shall be imposed in each instance where
a motor vehicle is operated on the highways of Utah without proper
registration.

(b) Amend Section 41-1-127, as amended, by repealing the
section which exempts all one wheel or two wheel trailers of 1,000
lbs. or less actual weight from the payment of registration fees and
to provide that the registration fee for trailers and semi-trailers of
500 1bs. or less unladen weight shall be $2.50.

Section 41-1-127 now provides that all one wheel or two wheel
trailers of 1,000 Ibs. or less actual weight shall be exempt from
the payment of registration fees. The incréasing use of lightweight
trailers on the public highways makes it advisable to have these
vehicles registered so that a proper control can be maintained for
them.

Adjoining states generally require the registration of such
vehicles so that when Utah residents travel in such a state with a
trailer which has not been registered here he encounters difficulty.
The Commission, therefore, has recommended that all such vehicles
be registered at a nominal fee.

(¢c) Amend Section 41-1-127, as amended, to provide that
where commercial motor vehicles are operated with house trailers
such motor vehicles shall be required to be registered for the
total gross laden weight of both units of said combination.

The same section makes no provision for the registration on
the basis of the combined gross weight of house trailers which are
operated with commercial motor vehicles. In view of the fact that
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some house trailers which are very large are now operated with a
truck towing them, it seems necessary to provide for such registra-
tion.

The Tax Commission, therefore, has proposed that house
trailers which are operated in connection with commercial vehicles
shall be subject to registration on a gross laden weight basis of
the two units.

(d) Amend Section 41-1-70 so as to permit the transfer of
title of not more than two motor vehicles with a total value not to
exceed $4,000 to the heirs of a deceased owner upon filing with the
department an affidavit setting forth the facts which justify the
transfer of such ownership without court action.

The law as contained in Section 41-1-70 now provides that in
case of the death of a person who owns not more than one vehicle,
trailer or semi-trailer and not exceeding the value of $1,000 and
without leaving other property requiring probate procedure, a title
to such vehicle may be transferred to the name of the surviving
husband or wife or other heir upon filing with the department an
affidavit of such person setting forth the facts of survivorship, the
name and address of any other heirs and such other facts as are
hereby needed to entitle the affiant to such a transfer of title.

The experience which the Commission has had in the admin-
istration of this feature of the law shows that it is a very good
law and that its provisions should be extended. In many cases the
only property of a deceased person consists of one or two motor
vehicles, but under the present inflated price situation each vehicle
may have a value considerably more than $1,000. We believe that
the law should be amended to permit the transfer of not to exceed
two motor vehicles with a total value of not more than $4,000 in
such circumstances as is indicated above.

Sales and Use Tax

4. We respectfully recommend that the sales and use tax laws
be re-written and compiled into one act, and that the acts be clari-
fied in regard to the following points:

(a) The rental of tangible personal property.
(b) The definition of “purchase price.”

(c) A better definition of what constitutes commercial con-
sumption of gas, electric heat, coal or other fuel and that the scope
of the law be extended to apply to sales of power by cooperative
non-profit electrical corporations organized under the provision of
the Rural Electrification Act.

The Utah sales tax law is known as the Emergency Revenue
Act of 1933. This act imposes a tax on the sale of personal property
within the State of Utah. At the time it was enacted it was not
contemplated that a use tax law would be necessary in order to
complement the sales tax act. As the sales tax was increased from
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the original rate of %) of 1 per cent to 2 per cent, the purchase of
personal property outside of Utah for use in Utah was accelerated.
Consequently, in 1937 the legislature found it necessary to enact
the use tax law which imposed an excise tax on the storage, use or
other consumption of tangible personal property in Utah. This
act not only has served to provide a more equitable basis of taxa-
tion but it has protected local merchants against outside competi-
tion and has provided material increase in the state’s revenue.,
Unfortunately, when the use tax law was enacted in 1937 some
provisions of the new law were not designed to correspond with
similar provisions of the sales tax law. For instance, the Statute
of limitations under the sales tax is three years, but under the
use tax it is two years on refunds and four years on deficiencies.
There are also difficulties involved concerning the exemption of
coal, fuel oil and other fuels for purposes other than domestic or
commercial.

It will be helpful in the administration of these two acts if the
problem of the rental of tangible personal property is cleared up
in those instances where the rental shall not effect a partial pay-
ment method of acquiring title to the property. It will be helpful,
too, if the definition of the term “purchase price” is further clarified.

The experience in the administration of the two acts has con-
clusively shown the wisdom of combining them into one act and
not only to clarify the points mentioned above, but also other
features of these laws. The experience in Utah dealing with this
is not unique. Most other states have faced the same issue where
they enacted a sales tax law and later were faced with the problem
of providing a tax on the use of tangible property. The best answer
to this situation has been found in one act which covers the tax
on both the sale and the use of personal property in Utah.

Motor Fuel Tax

5. We respectfully recommend that the motor fuel tax law be
revised in the following manner:

(a) Clarify Section 51-11-6, as amended, regarding the im-
position of the motor fuels (gasoline) tax by repealing the para-
graph which provides that the tax is in fact a levy on the consumer.

The advisability of amending the motor fuels (gasoline) tax
was discussed under the recommendations for amendments to the
individual income tax law. This is due to the fact that if the
motor fuels tax law is amended in the manner recommended above
by the Tax Commission, the individual income tax law should also
be amended so as to permit the user of motor fuels, in computing
his net taxable income, to deduct the tax paid to the state by the
purchaser or importer on such motor fuel.

(b) Amend Section 41-11-20 to provide that the exporter of
motor fuels shall be permitted four months in which time to claim
refund of taxes paid upon such exported motor fuels.
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The motor fuel tax law now provides that an exporter of motor
fuels from Utah must apply within sixty days after such exporta-
tion for an adjustment on the tax. This has proved to be too short
a time in which the exporter must take this action. Consequently,
the Commission recommends that the time be extended to four
months, this to be accomplished by an amendment to the law as
indicated.

Oleomargarine Tax

6. We respectfully recommend that the oleomargarine tax law
be revised as follows:

(a) Amend the law to provide for a tax on the use of mar-
garine in Utah as well as the sale in order that the margarine
which is now purchased from sources outside of Utah and shipped
into Utah by the users will be subjected to the same tax which is
being paid by local dealers who make the first sale of margarine
in Utah.

The oleomargarine tax is placed upon the sale of oleomargarine
in the State of Utah and contains no provision for a tax on the use
of oleomargarine. Essentially the same kind of difficulty has arisen
in regard to the administration of this act as in the administration
of the sales tax law prior to the time of the enactment of the use
tax act, but the inequity is greater due to the proportionate higher
oleomargarine tax.

Users of oleomargarine may now buy this product outside of
the state and have it shipped into Utah tax free. The Commission
proposes that this inequity be overcome through an amendment
to the oleomargarine tax law which will provide for a tax on the
use of oleomargarine in Utah as well as on the sale. This will not
only make for a more equitable tax but at the same time will provide
additional revenue for the State General Fund.

(b) Repeal that provision of the oleomargarine tax law which
now requires that the tax shall be collected through the sale of
stamps and provide that the seller or user of margarine shall make
a monthly report to the Tax Commission and remit the taxes due
on the sale or use of the margarine from such consumer or seller.

The oleomargarine tax law now provides for the collection of
the tax through the issuance of stamps, but this has proven to be
a very unsuccessful procedure. Furthermore, during the past fiscal
year dealers in oleomargarine were granted a discount of $70,887.85
in their purchase of stamps in wholesale quantities.

The Commission now recommends that this method of collect-
ing the tax be repealed and that in its place the user or purchaser
of oleomargarine shall be required to report his purchases or his
use of oleomargarine as it is imported into the state and that the
tax be collected on such a report basis. We call your attention
to the fact that the beer tax originally provided for a collection
through stamps but this was repealed and now the tax is collected




14 STATE TAX COMMISSION

on a report basis, and, if necessary, after an audit. This has worked
very satisfactorily in the collection of the tax on beer and we
think it will be successful in the administration of the oleomar-
garine tax act. Furthermore, if this is done, it will mean additional
revenue to the State General Fund of approximately $70,000 a year
which is now being paid to dealers who affix the stamps to the large
cartons of oleomargarine.
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STATISTICAL SCHEDULES — PROPERTY TAX

Property Assessed by State Tax Commission

1.

Summary of mine and public utility valuations for 1957.

Property Assessed by County Assessors

1.

P

Assessed value of real estate and buildings—by counties,
1957.

Assessed value of personal property, (except livestock) by
counties, 1957.

Assessed value of livestock by counties, 1957.

Total assessed value of all classes of property by counties,
1957.

Distribution of taxes according to purpose by counties.

Taxes charged against each class of property by counties.
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