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Thisact modifies Targeted Business Income Tax Credits Within an Enterprise Zone,
Corporate Franchise and Income Taxes, and the Individual Income Tax Act to modify
therequirementsfor providing information to the State Tax Commission when a
taxpayer claimsatax credit. The act modifiesthe information that certain entitiesare
required to provide to taxpayers claiming certain tax credits and the requirementsfor
providing thisinformation. The act modifiesthe due datesfor filing certain returnswith
the State Tax Commission, and makes technical changes. The act hasretrospective
oper ation for taxable yearsbeginning on or after January 1, 2003.
This act affects sections of Utah Code Annotated 1953 as follows:
AMENDS:

9-2-1803, as enacted by Chapter 155, Laws of Utah 2001

59-7-605, as last amended by Chapter 231, Laws of Utah 2002

59-7-606, as last amended by Chapters 134 and 366, Laws of Utah 1997

59-7-607, as last amended by Chapter 159, Laws of Utah 2002

59-7-608, as last amended by Chapter 375, Laws of Utah 1997

59-7-610, as last amended by Chapter 155, Laws of Utah 2001

59-10-108.7, as last amended by Chapter 155, Laws of Utah 2001

59-10-109, as last amended by Chapter 375, Laws of Utah 1997

59-10-127, as last amended by Chapter 231, Laws of Utah 2002

59-10-128, as last amended by Chapters 134 and 366, Laws of Utah 1997

59-10-129, aslast amended by Chapter 159, Laws of Utah 2002
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59-10-507, as renumbered and amended by Chapter 2, Laws of Utah 1987

59-10-514, as renumbered and amended by Chapter 2, Laws of Utah 1987
Be it enacted by the Legidature of the state of Utah:

Section 1. Section 9-2-1803 is amended to read:

9-2-1803. Targeted businessincometax credit structure -- Duties of thelocal zone
administrator -- Duties of the State Tax Commission.

(1) For taxable years beginning on or after January 1, 2002, a business applicant that is
certified under Subsection 9-2-1802(3) and issued a targeted business tax credit eligibility form
by the department under Subsection (8) may claim arefundable income tax credit:

(a) against the business applicant's tax liability under:

(i) Title59, Chapter 10, Individua Income Tax Act; or

(if) Title 59, Chapter 7, Corporate Franchise and Income Taxes; and

(b) subject to requirements and limitations provided by this part.

(2) Thetotal amount of the targeted business income tax credits allowed under this part
for al business applicants may not exceed $300,000 in any fiscal year.

(3) (a) A targeted businessincome tax credit allowed under this part for each
community investment project provided by a business applicant may not:

(i) be claimed by a business applicant for more than seven consecutive taxable years
from the date the business applicant first qualifies for atargeted businessincome tax credit on
the basis of acommunity investment project;

(ii) be carried forward or carried back;

(iii) exceed $100,000 in total amount for the community investment project period
during which the business applicant is eligible to claim a targeted business income tax credit;
or

(iv) exceed in any year that the targeted business income tax credit is claimed the lesser
of:

(A) 50% of the maximum amount allowed by the local zone administrator; or

(B) theallocated cap amount determined by the department under Subsection
9-2-1802(5).

(b) A business applicant may apply to the local zone administrator to claim atargeted
businessincome tax credit allowed under this part for each community investment project
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provided by the business applicant as the basis for its eligibility for atargeted business income
tax credit.

(4) Subject to other provisions of this section, the local zone administrator shall
establish for each business applicant that qualifies for a targeted business income tax credit:

(@) criteriafor maintaining eligibility for the targeted business income tax credit that
are reasonably related to the community investment project that is the basis for the business
applicant's targeted business income tax credit;

(b) the maximum amount of the targeted business income tax credit the business
applicant is alowed for the community investment project period;

(c) thetime period over which the total amount of the targeted business income tax
credit may be claimed,

(d) the maximum amount of the targeted business income tax credit that the business
applicant will be allowed to claim each year; and

(e) requirements for a business applicant to report to the local zone administrator
specifying:

(i) thefrequency of the business applicant's reports to the local zone administrator,
which shall be made at least quarterly; and

(ii) theinformation needed by the local zone administrator to monitor the business
applicant's compliance with this Subsection (4) or Section 9-2-1802 that shall be included in
the report.

(5) In accordance with Subsection (4)(e), a business applicant allowed atargeted
businessincome tax credit under this part shall report to the local zone administrator.

(6) The amount of atargeted business income tax credit that a business applicant is
allowed to claim for ataxable year shall be reduced by 25% for each quarter in which the
department or the local zone administrator determines that the business applicant has failed to
comply with arequirement of Subsection (3) or Section 9-2-1802.

(7) The department or local zone administrator may audit a business applicant to
ensure:

(@) eigibility for atargeted businessincome tax credit; or

(b) compliance with Subsection (3) or Section 9-2-1802.

(8) The department shall issue atargeted business income tax credit eigibility formin
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aform jointly developed by the State Tax Commission and the department no later than 30
days after the last day of the business applicant's taxable year showing:

(@) the maximum amount of the targeted business income tax credit that the business
applicant is eligible for that taxable year;

(b) any reductions in the maximum amount of the targeted business income tax credit
because of failure to comply with arequirement of Subsection (3) or Section 9-2-1802;

(c) theallocated cap amount that the business applicant may claim for that taxable
year; and

(d) the actual amount of the targeted business income tax credit that the business
applicant may claim for that taxable year.

(9) (&) A business applicant shall [attach-acopy-of] retain the targeted business income
tax credit eigibility form provided by the department under this Subsection (9) [te-arytettrn

seetton].

(b) The State Tax Commission may audit a business applicant to ensure:

(i) eigibility for atargeted business income tax credit; or

(it) compliance with Subsection (3) or Section 9-2-1802.

Section 2. Section 59-7-605 is amended to read:

59-7-605. Definitions-- Tax credit -- Cleaner burning fuels.

(1) Asusedinthis section:

() "Board" meansthe Air Quality Board created under Title 19, Chapter 2, Air
Conservation Act.

(b) "Certified by the board" means that:

(i) amotor vehicle on which conversion equipment has been installed meets the
following criteria:

(A) before the installation of conversion equipment, the vehicle does not exceed the
emission cut points for atransient test driving cycle, as specified in 40 CFR 51, Appendix E to
Subpart S, or an equivalent test for the make, model, and year of the vehicle;

(B) the motor vehicle's emissions of regulated pollutants, when operating on fuels
listed in Subsection (2)(b), is less than the emissions were before the installation of conversion
equipment; and



01-14-03 12:56 PM SB. 43

121 (C) areduction in emissions under Subsection (1)(b)(i)(B) is demonstrated by:

122 (I) certification of the conversion equipment by the federal Environmental Protection
123  Agency or by a state whose certification standards are recognized by the board,;

124 (I1) testing the motor vehicle, before and after installation of the conversion equipment,
125  inaccordance with 40 CFR 86, Control of Air Pollution from New and In-use Motor Vehicle
126  Engines: Certification and Test Procedures, using all fuel the motor vehicle is capable of using;
127  or

128 (111) any other test or standard recognized by board rule; or

129 (if) special mobile equipment on which conversion equipment has been installed meets
130 thefollowing criteria

131 (A) the special mobile equipment's emissions of regulated pollutants, when operating
132  onfuelslisted in Subsection (2)(c), is less than the emissions were before the installation of
133  conversion equipment; and

134 (B) areduction in emissions under Subsection (1)(b)(ii)(A) is demonstrated by:

135 (I) certification of the conversion equipment by the federal Environmental Protection
136  Agency or by a state whose certification standards are recognized by the board; or

137 (I1) any other test or standard recognized by board rule.

138 (c) "Clean fuel grant” means a grant awarded under Title 9, Chapter 1, Part 7, Clean
139  Fuels Conversion Program Act, for reimbursement of a portion of the incremental cost of an
140 OEM vehicle or the cost of conversion equipment.

141 (d) "Conversion equipment” means equipment referred to in Subsection (2)(b) or
142 (2)(c).

143 (e) "Incremental cost" has the same meaning as in Section 63-34-202.

144 (f) "OEM vehicle" has the same meaning as in Section 63-34-202.

145 (9) "Specia mobile equipment":

146 (i) means any mobile equipment or vehicle that is not designed or used primarily for

147  thetransportation of persons or property; and

148 (i) includes construction or maintenance equipment.

149 (2) For taxable years beginning on or after January 1, 2001, but beginning on or before
150 December 31, 2005, ataxpayer may claim atax credit against tax otherwise due under this
151 chapter or Chapter 8, Gross Receipts Tax on Certain Corporations Not Required to Pay
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Corporate Franchise or Income Tax Act, in an amount equal to:

(a) 50% of the incremental cost of an OEM vehicle registered in Utah minus the
amount of any clean fuel grant received, up to a maximum tax credit of $3,000 per vehicle, if
the vehicle:

(i) isfueled by propane, natural gas, or electricity;

(i1) isfueled by other fuel the board determines annually on or before July 1 to be at
least as effective in reducing air pollution as fuels under Subsection (2)(a)(i); or

(iii) meets the clean-fuel vehicle standards in the federal Clean Air Act Amendments of
1990, 42 U.S.C. Sec. 7521 et seq;

(b) 50% of the cost of equipment for conversion, if certified by the board, of a motor
vehicle registered in Utah minus the amount of any clean fuel grant received, up to a maximum
tax credit of $2,500 per motor vehicle, if the motor vehicleisto:

(i) befueled by propane, natural gas, or electricity;

(ii) befueled by other fuel the board determines annually on or before July 1 to be at
least as effective in reducing air pollution as fuels under Subsection (2)(b)(i); or

(iii) meet the federal clean-fuel vehicle standardsin the federal Clean Air Act
Amendments of 1990, 42 U.S.C. Sec. 7521 et seq.; and

(c) 50% of the cost of equipment for conversion, if certified by the board, of a special
mobile equipment engine minus the amount of any clean fuel grant received, up to a maximum
tax credit of $1,000 per special mobile equipment engine, if the special mobile equipment isto
be fueled by:

(i) propane, natural gas, or electricity; or

(i1) other fuel the board determines annually on or before July 1 to be:

(A) atleast as effective in reducing air pollution as the fuels under Subsection (2)(c)(i);
or

(B) substantially more effective in reducing air pollution than the fuel for which the
engine was originally designed.

(3) A taxpayer shall provide proof of the purchase of an item for which atax creditis
allowed under this section by:

(a) providing proof to the board in the form the board requires by rule;

(b) receiving awritten statement from the board acknowledging receipt of the proof;
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and

(c) [ettaching] retaining the written statement [obtainedfrom-the board-to-the taxreturn
trwhieh-the-eredittsetaimed] described in Subsection (3)(b).

(4) Except as provided by Subsection (5), [this] the tax credit under this sectionis
allowed only:

(a) against any Utah tax owed in the taxable year by the taxpayer;

(b) inthe taxable year in which the item is purchased for which the tax credit is
claimed; and

(c) once per vehicle.

(5) If theamount of atax credit claimed by ataxpayer under this section exceeds the
taxpayer's tax liability under this chapter for ataxable year, the amount of the tax credit
exceeding the tax liability may be carried forward for a period that does not exceed the next
five taxable years.

Section 3. Section 59-7-606 is amended to read:

59-7-606. Tax credit -- Itemsusing cleaner burning fuels.

(1) Asusedinthissection, "board" meansthe Air Quality Board created under Title

19, Chapter 2, [Envirenmenta-Quatity-Code] Air Conservation Act.
(2) For [tax] taxable years beginning on or after January 1, 1992, but prior to January 1,

2003, thereis alowed atax credit against tax otherwise due under this chapter in an amount
equal to 10%, up to a maximum of $50, of the total of both the purchase cost and installation
services cost of each pellet burning stove, high mass wood stove, and solid fuel burning device
purchased and installed that is certified by the federal Environmental Protection Agency in
accordance with test procedures prescribed in 40 C.F.R. Sec. 60.534, including purchase cost
and installation service cost of natural gas or propane free standing fireplaces or inserts, but not
including fireplace logs.

(3) A taxpayer shall provide proof of the purchase of anitem for which atax credit is
allowed under this section by:

(@) providing proof to the board in the form [#] the board requires by rule;

(b) receiving awritten statement from the board acknowledging receipt of the proof;
and

(c) [ettaching] retaining the written statement [obtainedfrom-the board-to-the taxreturn
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irwhieh-the-ereditis-etaimed] described in Subsection (3)(b).
(4) [Fhis] Thetax credit under this section is allowed only:
() against any Utah tax owed in the taxable year by the taxpayer; and

(b) [tA] for the taxable year in which the item is purchased for which the tax credit is
claimed.

Section 4. Section 59-7-607 is amended to read:

59-7-607. Utah low-income housing tax credit.

(1) Asusedinthis section:

(@ "Allocation certificate" means:

(i) the certificate prescribed by the [tax] commission and issued by the Utah Housing
Corporation to each taxpayer that specifies the percentage of the annual federal low-income
housing tax credit that each taxpayer may take as an annual credit against state income tax; or

(if) acopy of the allocation certificate that the housing sponsor provides to the
taxpayer.

(b) "Building" means a qualified low-income building as defined in Section 42(c),
Internal Revenue Code.

(c) "Federal low-income housing tax credit" means the tax credit under Section 42,
Internal Revenue Code.

(d) "Housing sponsor" means a corporation in the case of a C corporation, a partnership
in the case of a partnership, a corporation in the case of an S corporation, or alimited liability
company in the case of alimited liability company.

(e) "Qualified allocation plan" means the qualified allocation plan adopted by the Utah
Housing Corporation pursuant to Section 42(m), Internal Revenue Code.

(f) "Specia low-income housing tax credit certificate" means a certificate:

(i) prescribed by the [tax] commission;

(i) that a housing sponsor issues to a taxpayer for ataxable year; and

(iii) that specifies the amount of tax credit ataxpayer may claim under this section if
the taxpayer meets the requirements of this section.

(g) "Taxpayer" means [the] a person [entittee-tothe] that is allowed atax credit
[previdedtnder] in accordance with this section which is the corporation in the case of aC
corporation, the partners in the case of a partnership, the shareholdersin the case of an S
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corporation, and the membersin the case of alimited liability company.

(2) (@) For taxable years beginning on or after January 1, 1995, thereis allowed a
nonrefundable tax credit against taxes otherwise due under this chapter or Chapter 8, Gross
Receipts Tax on Certain Corporations Not Required to Pay Corporate Franchise or Income Tax
Act, for taxpayers issued an allocation certificate.

(b) Thetax credit shall bein an amount equal to the greater of the amount of :

(i) federal low-income housing tax credit to which the taxpayer is [entitted] alowed
during that year multiplied by the percentage specified in an allocation certificate issued by the
Utah Housing Corporation; or

(i) tax credit specified in the special low-income housing tax credit certificate that the
housing sponsor issues to the taxpayer as provided in Subsection (2)(c).

(c) For purposes of Subsection (2)(b)(ii), the tax credit is equal to the product of:

(i) thetotal amount of low-income housing tax credit under this section that:

(A) ahousing sponsor is allowed for abuilding; and

(B) all of the taxpayers may claim with respect to the building if the taxpayers meet the
requirements of this section; and

(ii) the percentage of tax credit ataxpayer may claim:

(A) under this section if the taxpayer meets the requirements of this section; and

(B) asprovided in the agreement between the taxpayer and the housing sponsor.

(d) (i) For the calendar year beginning on January 1, 1995, through the calendar year
beginning on January 1, 2005, the aggregate annual tax credit [whieh] that the Utah Housing
Corporation may allocate for the credit period described in Section 42(f), Internal Revenue
Code, pursuant to this section and Section 59-10-129 is an amount equal to the product of:

(A) 12.5 cents; and

(B) the population of Utah.

(if) For purposes of this section, the population of Utah shall be determined in
accordance with Section 146(j), Internal Revenue Code.

(3) (&) By October 1, 1994, the Utah Housing Corporation shall determine criteria and
procedures for alocating the tax credit under this section and Section 59-10-129 and
incorporate the criteria and procedures into the Utah Housing Corporation's qualified
allocation plan.
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(b) The Utah Housing Corporation shall create the criteria under Subsection (3)(a)
based on:

(i) the number of affordable housing unitsto be created in Utah for low and moderate
income persons in the residential housing development of which the building is a part;

(ii) thelevel of area median income being served by the devel opment;

(iii) the need for the tax credit for the economic feasibility of the development; and

(iv) the extended period for which the development commits to remain as affordable
housing.

(4) (&) [Any] Thefollowing may apply to the Utah Housing Corporation for atax credit

under this section:

(i) any housing sponsor that has received an allocation of the federal low-income
housing tax credit [and]; or
(ii) any applicant for an allocation of the federal low-income housing tax credit [may

(b) The Utah Housing Corporation may not require fees for applications of the tax
credit under this section in addition to those fees required for applications for the federal
low-income housing tax credit.

(5) (@) The Utah Housing Corporation shall determine the amount of the tax credit to
alocate to a qualifying housing sponsor in accordance with the qualified allocation plan of the
Utah Housing Corporation.

(b) (i) The Utah Housing Corporation shall allocate the tax credit to housing sponsors
by issuing an alocation certificate to qualifying housing sponsors.

(if) The allocation certificate under Subsection (5)(b)(i) shall specify the alowed
percentage of the federal low-income housing tax credit as determined by the Utah Housing
Corporation.

(c) The percentage specified in an allocation certificate may not exceed 100% of the
federal low-income housing tax credit.

eredﬁ—prevrded—mﬂms—seetreﬁ—as—a] A housing sponsor[—ﬁ] shall provide a copy of the
alocation certlflcateto[ i

-10-
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taxpayer that isissued a specia low-income housing tax credit certificate.

(7) (8) A housing sponsor shall provide to the commission alist of:

(i) the taxpayers issued a special low-income housing tax credit certificate; and

(ii) for each taxpayer described in Subsection (7)(a)(i), the amount of tax credit listed

on the specia low-income housing tax credit certificate.
(b) A housing sponsor shall provide the list required by Subsection (7)(a):
(i) to the commission;

(ii) _on aform provided by the commission; and

(iii) with the housing sponsor's tax return for each taxable year for which the housing

sponsor issues a special low-income housing tax credit certificate described in this Subsection

(.

(8) (&) All elections made by the taxpayer pursuant to Section 42, Internal Revenue
Code, shall apply to this section.

(b) (i) If ataxpayer isrequired to recapture a portion of any federal low-income
housing tax credit, the taxpayer shall also be required to recapture a portion of any state tax
credits authorized by this section.

(if) The state recapture amount shall be equal to the percentage of the state tax credit
that equal s the proportion the federal recapture amount bears to the original federal low-income
housing tax credit amount subject to recapture.

(9) (&) Any tax credits returned to the Utah Housing Corporation in any year may be
reallocated within the same time period as provided in Section 42, Internal Revenue Code.

(b) [eredits] Tax credits that are unallocated by the Utah Housing Corporation in any
year may be carried over for allocation in the subsequent year.

(10) (8 Amounts otherwise qualifying for the tax credit, but not allowable because the
tax credit exceeds the tax, may be carried back three years or may be carried forward five years
asacredit against the tax.

(b) Carryover tax credits under Subsection (10)(a) shall be applied against the tax;

(i) before the application of the tax credits earned in the current year; and

(i) on afirst-earned first-used basis.

(11) Any tax credit taken in this section may be subject to an annual audit by the
commission.

-11-
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(12) The Utah Housing Corporation shall provide an annual report to the Revenue and
Taxation Interim Committee which shall include at |east:

() the purpose and effectiveness of the [exemption] tax credits; and

(b) the benefits of the [exemption] tax credits to the state.

(13) The [tax] commission may, in consultation with the Utah Housing Corporation,
promulgate rules to implement this section [ang-Seetion-59-16-129].

Section 5. Section 59-7-608 is amended to read:

59-7-608. Targeted jobstax credit.

(1) Asusedinthissection, "individual with a disability” means an individual who:

() has been receiving services.

(i) from aday-training program that is:

(A) for persons with disabilitieq[;whieh+s]; and

(B) certified by the Department of Human Services as a qualifying program[;];_and

(ii) for at least six consecutive months prior to working for the employer claiming the
tax credit under this section; or

(b) is€igiblefor services from the Division of Services for People with Disabilities at
the time the individual begins working for the employer claiming the tax credit under this
section.

(2) For taxable years beginning on or after January 1, 1995, thereis allowed a
nonrefundable tax credit against tax otherwise due under this chapter for an employer [whe]
that:

(@) meets the unemployment and workers' compensation requirements of Title 34A,
Utah Labor Codel;]; and

(b) hiresanindividua with adisability who:

[€a)] (i) worksin thisstate for at least 180 days in ataxable year for that employer; and

[{b] (ii) ispaid at least minimum wages by that employer.

(3) Thetax credit shall bein an amount equal to:

() 10% of the gross wages earned in the first 180 days of employment by the
individual with a disability from the employer seeking the tax credit; and

(b) 20% of the gross wages earned in the remaining taxable year by the individual with
adisability from the employer seeking the tax credit.

-12-
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(4) Thetax credit which may be taken by an employer under this section shall be:

(@ limited to $3,000 per year per individual with a disability; and

(b) allowed only for thefirst two years the individua with adisability is employed by
the employer.
(5) Any amount of tax credit remaining may be carried forward two taxable years
following the taxable year of the employment eligible for the tax credit provided in this section.
(6) (8 The Division of Servicesfor People with Disabilities shall certify that an
employer qualifies for the tax credit provided in this section on aform provided by the [tax]
commission.

(b) The form described in Subsection (6)(a) shall include the name and Social Security
number of the individual for whom the tax credit is claimed.

(c) TheDivision of Servicesfor People with Disabilities shall provide the employer
described in Subsection (6)(a) with a copy of the form described in this Subsection (6).

[(b)—An] (d) The employer described in Subsection (6)(a) shall [attach] retain the
[eextification] form [obtainecHfromthe Division-of-ServicesforPeoptewith-Disabititiestoth
tex-retura-rwhich-the-ereditisetaimed] described in this Subsection (6).

Section 6. Section 59-7-610 is amended to read:

59-7-610. Recycling market development zonestax credit.

(1) For [tax] taxable years beginning on or after January 1, 1996, [the-feHowing-state
tax-—eredits-are-appteabletobushiesses| a business operating in arecycling market development
zone as defined in Section 9-2-1602[+] may claim atax credit as provided in this section.

(@) (i) There shall be alowed a nonrefundable tax credit of 5% of the purchase price
paid for machinery and equipment used directly in:

(A) commercial composting; or

(B) manufacturing facilities or plant units that:

() manufacture, process, compound, or produce recycled items of tangible persona
property for sale; or

(I1) reduce or reuse postconsumer waste material.

(ii) The Department of Community and Economic Development shall certify that the
machinery and equipment described in Subsection (1)(a)(i) are integral to the composting or

recycling process:

-13-
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(A) onaform provided by the [tax] commission;_and
(B) before [the] ataxpayer is [entittectothe] allowed atax credit under this section.
(iii) The Department of Community and Economic Development shall provide a

taxpayer seeking to claim atax credit under this section with a copy of the form described in
Subsection (1)(a)(ii).
[(H)] (iv) Thetaxpayer described in Subsection (1)(a)(iii) shall retain a copy of the
form [enctose-withttstaxreturr-thecertifieatton| received under Subsection (1)(a)[€H)] (iii).
(b) There shall be allowed a nonrefundable tax credit equal to 20% of net expenditures
up to $10,000 to third parties for rent, wages, supplies, tools, test inventory, and utilities made

by the taxpayer for establishing and operating recycling or composting technology in Utah,
with an annual maximum tax credit of $2,000.

(2) Thetotal nonrefundable tax credit allowed under this section may not exceed 40%
of the Utah income tax liability of the taxpayer prior to any tax creditsin the taxable year of
purchase prior to claiming the tax credit authorized by this section.

(3) (&) Any tax credit not used for the taxable year in which the purchase price on
composting or recycling machinery and equipment was paid may be carried over for credit
against the business's income taxes in the three succeeding taxable years until the total tax
credit amount is used.

(b) Tax credits not claimed by a business on [tts] the business state income tax return
within three years are forfeited.

(4) The [tax] commission shall make rules governing what information shall be filed
with the [tax] commission to verify the entitlement to and amount of atax credit.

(5) (& Notwithstanding Subsection (1)(a), for taxable years beginning on or after
January 1, 2001, ataxpayer may not claim or carry forward atax credit described in Subsection
(1)(a) in ataxable year during which the taxpayer claims or carries forward atax credit under
Section 9-2-413.

(b) For ataxable year other than ataxable year during which the taxpayer may not
claim or carry forward atax credit in accordance with Subsection (5)(a), ataxpayer may claim
or carry forward atax credit described in Subsection (1)(a):

(i) if the taxpayer may claim or carry forward the tax credit in accordance with
Subsections (1) and (2); and
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431 (if) subject to Subsections (3) and (4).

432 (6) Notwithstanding Subsection (1)(b), for taxable years beginning on or after January
433 1, 2001, ataxpayer may not claim atax credit described in Subsection (1)(b) in ataxable year

434  during which the taxpayer claims or carries forward atax credit under Section 9-2-413.

435 (7) A taxpayer may not claim or carry forward atax credit available under this section
436  for ataxable year during which the taxpayer has claimed the targeted business income tax

437  credit available under Section 9-2-1803.

438 Section 7. Section 59-10-108.7 is amended to read:
439 59-10-108.7. Recycling market development zonestax credit.
440 (1) For [tax] taxable years beginning on or after January 1, 1996, [thefeHowing-state

441  tax-ereditsare-appticabteto] an individual in arecycling market development zone as defined
442  in Section 9-2-1602[:] may claim atax credit as provided in this section.

443 (@ (i) There shall be alowed a nonrefundable tax credit of 5% of the purchase price
444 paid for machinery and equipment used directly in:

445 (A) commercial composting; or
446 (B) manufacturing facilities or plant units that:
447 (1) manufacture, process, compound, or produce recycled items of tangible personal

448  property for sale; or

449 (I reduce or reuse postconsumer waste material.

450 (if) The Department of Community and Economic Development shall certify that the
451  machinery and equipment described in Subsection (1)(a)(i) are integral to the composting or

452  recycling process:

453 (A) onaform provided by the [tax] commission;_and
454 (B) before [the] ataxpayer is [entittecHtothe] alowed atax credit under this section.
455 (iii) The Department of Community and Economic Development shall provide a

456  taxpayer seeking to claim atax credit under this section with a copy of the form described in
457  Subsection (1)(a)(ii).

458 [(HD)] (iv) Thetaxpayer described in Subsection (1)(a)(iii) shall [enctosewithitstax
459  returrthecertification] retain a copy of the form received under Subsection (1)(a)[ €] (iii).
460 (b) There shall be allowed a nonrefundable tax credit equal to 20% of net expenditures

461  upto $10,000 to third parties for rent, wages, supplies, tools, test inventory, and utilities made
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by the taxpayer for establishing and operating recycling or composting technology in Utah,
with an annual maximum tax credit of $2,000.

(2) Thetotal nonrefundable tax credit allowed under this section may not exceed 40%
of the Utah income tax liability of the taxpayer prior to any tax creditsin the taxable year of

purchase prior to claiming the tax credit authorized by this section.

(3) (&) Any tax credit not used for the taxable year in which the purchase price on
composting or recycling machinery and equipment was paid may be carried over for credit
against the individual's income taxes in the three succeeding taxable years until the total tax
credit amount is used.

(b) Tax credits not claimed by an individual on the individual's state income tax return
within three years are forfeited.

(4) The[tax] commission shall make rules governing what information shall befiled
with the [tax] commission to verify the entitlement to and amount of atax credit.

(5) (&) Notwithstanding Subsection (1)(a), for taxable years beginning on or after
January 1, 2001, ataxpayer may not claim or carry forward atax credit described in Subsection
(1) (a) in ataxable year during which the taxpayer claims or carries forward atax credit under
Section 9-2-413.

(b) For ataxable year other than a taxable year during which the taxpayer may not
claim or carry forward atax credit in accordance with Subsection (5)(a), ataxpayer may clam
or carry forward atax credit described in Subsection (1)(a):

(i) if the taxpayer may claim or carry forward the tax credit in accordance with
Subsections (1) and (2); and

(if) subject to Subsections (3) and (4).

(6) Notwithstanding Subsection (1)(b), for taxable years beginning on or after January
1, 2001, ataxpayer may not claim atax credit described in Subsection (1)(b) in ataxable year
during which the taxpayer claims or carries forward atax credit under Section 9-2-413.

(7) A taxpayer may not claim or carry forward atax credit available under this section
for ataxable year during which the taxpayer has claimed the targeted business income tax
credit available under Section 9-2-1803.

Section 8. Section 59-10-109 is amended to read:

59-10-109. Targeted jobstax credit.
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(1) Asusedinthissection, "individual with a disability” means an individual who:

(a) has been receiving services:

(i) from aday-training program that is:

(A) for persons with disabilitieq[;whieh+s]; and

(B) certified by the Department of Human Services as a qualifying program[;];_and

(ii) for at least six consecutive months prior to working for the employer claiming the
tax credit under this section; or

(b) isdigiblefor services from the Division of Services for People with Disabilities at
the time the individual begins working for the employer claiming the tax credit under this
section.

(2) For taxable years beginning on or after January 1, 1995, thereis allowed a
nonrefundable tax credit against tax otherwise due under this chapter for an employer [who]
that:

(a) meets the unemployment and workers' compensation requirements of Title 34A,
Utah Labor Code[;]; and

(b) hiresanindividual with adisability who:

[€a] (1) worksin thisstate for at least 180 days in ataxable year for that employer; and

[{by] (ii) ispaid at least minimum wages by that employer.

(3) Thetax credit shall bein an amount equal to:

(&) 10% of the gross wages earned in the first 180 days of employment by the
individual with a disability from the employer seeking the tax credit; and

(b) 20% of the gross wages earned in the remaining taxable year by the individual with
adisability from the employer seeking the tax credit.

(4) Thetax credit which may be taken by an employer under this section shall be:

(& limited to $3,000 per year per individual with a disability; and

(b) alowed only for thefirst two years the individua with adisability is employed by
the employer.

(5) Any amount of tax credit remaining may be carried forward two taxable years
following the taxable year of the employment eligible for the tax credit provided in this section.

(6) (&) TheDivision of Servicesfor People with Disabilities shall certify that an
employer qualifies for the tax credit provided in this section on aform provided by the [tax]
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commission.
(b) The form described in Subsection (6)(a) shall include the name and Social Security
number of the individual for whom the tax credit is claimed.

(c) TheDivision of Servicesfor People with Disabilities shall provide the employer
described in Subsection (6)(a) with a copy of the form described in this Subsection (6).

[(b)—An] (d) The employer described in Subsection (6)(a) shall [attach] retain the
[eextification] form [ebtainecHfromthe Division-of-ServicesforPeoptewith-Disabititiestoth
tex-retura-rwhich-the-ereditisetaimed] described in this Subsection (6).

Section 9. Section 59-10-127 is amended to read:

59-10-127. Definition -- Tax credit -- Cleaner burning fuels.

(1) Asusedinthis section:

(@) "Board" meansthe Air Quality Board created in Title 19, Chapter 2, Air
Conservation Act.

(b) "Certified by the board" means that:

(i) amotor vehicle on which conversion equipment has been installed meets the

following criteria:

(A) before the installation of conversion equipment, the vehicle does not exceed the
emission cut points for atransient test driving cycle, as specified in 40 CFR 51, Appendix E to
Subpart S, or an equivalent test for the make, model, and year of the vehicle;

(B) the motor vehicle's emissions of regulated pollutants, when operating on fuels
listed in Subsection (2)(b), is less than the emissions were before the installation of conversion
equi pment; and

(C) areduction in emissions under Subsection (1)(b)(i)(B) is demonstrated by:

(I) certification of the conversion equipment by the federal Environmental Protection
Agency or by a state whose certification standards are recognized by the board;

(I1) testing the motor vehicle, before and after installation of the conversion equipment,
in accordance with 40 CFR 86, Control of Air Pollution from New and In-use Motor Vehicle
Engines: Certification and Test Procedures, using all fuels the motor vehicle is capable of
using; or

(111) any other test or standard recognized by board rule; or

(ii) special mobile equipment on which conversion equipment has been installed meets
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the following criteria:

(A) the special mobile equipment's emissions of regulated pollutants, when operating
on fuels listed in Subsection (2)(c), isless than the emissions were before the installation of
conversion equipment; and

(B) areduction in emissions under Subsection (1)(b)(ii)(A) is demonstrated by:

(I) certification of the conversion equipment by the federal Environmental Protection
Agency or by a state whose certification standards are recognized by the board; or

(I1) any other test or standard recognized by the board.

(c) "Clean fuel grant” means a grant the taxpayer receives under Title 9, Chapter 1, Part
7, Clean Fuels Conversion Program Act, for reimbursement of a portion of the incremental cost
of the OEM vehicle or the cost of conversion equipment.

(d) "Conversion equipment” means equipment referred to in Subsection (2)(b) or
(2)(0).

(e) "Incremental cost" has the same meaning as in Section 63-34-202.

(f) "OEM vehicle" has the same meaning as in Section 63-34-202.

(g) "Specia mobile equipment":

(i) means any mobile equipment or vehicle not designed or used primarily for the
transportation of persons or property; and

(i) includes construction or maintenance equipment.

(2) For taxable years beginning on or after January 1, 2001, but beginning on or before
December 31, 2005, ataxpayer may claim atax credit against tax otherwise due under this
chapter in an amount equal to:

(a) 50% of the incremental cost of an OEM vehicle registered in Utah minus the
amount of any clean fuel grant received, up to a maximum tax credit of $3,000 per vehicle, if
the vehicle:

(i) isfueled by propane, natural gas, or electricity;

(i1) isfueled by other fuel the board determines annually on or before July 1 to be at
least as effective in reducing air pollution as fuels under Subsection (2)(a)(i); or

(i) meets the clean-fuel vehicle standards in the federal Clean Air Act Amendments of
1990, 42 U.S.C. Sec. 7521 et seq.;

(b) 50% of the cost of equipment for conversion, if certified by the board, of a motor
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vehicle registered in Utah minus the amount of any clean fuel conversion grant received, up to
amaximum tax credit of $2,500 per vehicle, if the motor vehicle:

(i) isto befueled by propane, natural gas, or electricity;

(i) isto befueled by other fuel the board determines annually on or before July 1 to be
at least as effective in reducing air pollution as fuels under Subsection (2)(b)(i); or

(iii) will meet the federal clean fuel vehicle standards in the federal Clean Air Act
Amendments of 1990, 42 U.S.C. Sec. 7521 et seq.; and

(c) 50% of the cost of equipment for conversion, if certified by the board, of a special
mobile equipment engine minus the amount of any clean fuel conversion grant received, up to a
maximum tax credit of $1,000 per specia mobile equipment engine, if the special mobile
equipment isto be fueled by:

(i) propane, natural gas, or electricity; or

(i1) other fuel the board determines annually on or before July 1 to be:

(A) atleast as effective in reducing air pollution as the fuels under Subsection (2)(c)(i);
or

(B) substantially more effective in reducing air pollution than the fuel for which the
engine was originally designed.

(3) Anindividual shal provide proof of the purchase of anitem for which atax credit
isallowed under this section by:

(a) providing proof to the board in the form the board requires by rule;

(b) receiving awritten statement from the board acknowledging receipt of the proof;
and

(c) [etteching] retaining the written statement [obtainedHfrom-the board-to-the taxreturn
trwhieh-the-ereditts-etaimed] described in Subsection (3)(b).

(4) Except as provided by Subsection (5), [thts] the tax credit under this sectionis
allowed only:

() against any Utah tax owed in the taxable year by the taxpayer;

(b) in the taxable year in which the item is purchased for which the tax credit is
claimed; and

(c) once per vehicle.

(5) If the amount of atax credit claimed by a taxpayer under this section exceeds the
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taxpayer's tax liability under this chapter for ataxable year, the amount of the tax credit
exceeding the tax liability may be carried forward for a period that does not exceed the next
five taxable years.

Section 10. Section 59-10-128 is amended to read:

59-10-128. Tax credit -- Itemsusing cleaner burning fuels.

(1) Asusedinthissection, "board" meansthe Air Quality Board created under Title
19, Chapter 2, Air Conservation Act.

(2) For [tax] taxable years beginning on or after January 1, 1992, but prior to January 1,
2003, thereis alowed atax credit against tax otherwise due under this chapter in an amount
equal to 10%, up to a maximum of $50, of the total of both the purchase cost of and installation
services cost of each pellet burning stove, high mass wood stove, and solid fuel burning device
that is certified by the federal Environmental Protection Agency in accordance with test
procedures prescribed in 40 C.F.R. Sec. 60.534, including purchase cost and installation
service cost of natural gas or propane free standing fireplaces or inserts, but not including
fireplace logs.

(3) Anindividual shall provide proof of the purchase of an item for which atax credit
is allowed under this section by:

(@) providing proof to the board in the form [#] the board requires by rule;

(b) receiving awritten statement from the board acknowledging receipt of the proof;
and

(c) [ettaching] retaining the written statement [obtainedfrom-the board-to-the taxreturn
rwhieh-the-eredittsetaimed] described in Subsection (3)(b).

(4) [Fhis] Thetax credit under this section is allowed only:

() against any Utah tax owed in the taxable year by the taxpayer; and

(b) [tA] for the taxable year in which the item is purchased for which the tax credit is
claimed.

Section 11. Section 59-10-129 is amended to read:

59-10-129. Utah low-income housing tax credit.

(1) Asusedinthis section:

(@ "Allocation certificate" means:

(i) the certificate prescribed by the [tax] commission and issued by the Utah Housing
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Corporation to each taxpayer that specifies the percentage of the annual federal low-income
housing tax credit that each taxpayer may take as an annual credit against state income tax; or
(if) acopy of the allocation certificate that the housing sponsor provides to the

taxpayer.

(b) "Building" means a qualified low-income building as defined in Section 42(c),
Internal Revenue Code.

(c) "Federal low-income housing tax credit" means the tax credit under Section 42,
Internal Revenue Code.

(d) "Housing sponsor" means a corporation in the case of a C corporation, a partnership
in the case of a partnership, a corporation in the case of an S corporation, or alimited liability
company in the case of alimited liability company.

(e) "Qualified alocation plan” means the qualified allocation plan adopted by the Utah
Housing Corporation pursuant to Section 42(m), Internal Revenue Code.

(f) "Specia low-income housing tax credit certificate” means a certificate:

(i) prescribed by the [tax] commission;

(i) that a housing sponsor issues to a taxpayer for ataxable year; and

(iii) that specifies the amount of atax credit ataxpayer may claim under this section if
the taxpayer meets the requirements of this section.

(9) "Taxpayer" means [the] a person [entitted-tothe] that is alowed atax credit
[providedtneer] in accordance with this section which is the corporation in the case of aC
corporation, the partnersin the case of a partnership, the shareholdersin the case of an S

corporation, and the members in the case of alimited liability company.

(2) (a) For taxable years beginning on or after January 1, 1995, thereis allowed a
nonrefundable tax credit against taxes otherwise due under this chapter for taxpayers issued an
allocation certificate.

(b) Thetax credit shall bein an amount equal to the greater of the amount of :

(i) federa low-income housing tax credit to which the taxpayer is [entitted] alowed
during that year multiplied by the percentage specified in an allocation certificate issued by the
Utah Housing Corporation; or

(i) tax credit specified in the special low-income housing tax credit certificate that the
housing sponsor issues to the taxpayer as provided in Subsection (2)(c).
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(c) For purposes of Subsection (2)(b)(ii), thetax credit is equal to the product of:

(i) thetotal amount of low-income housing tax credit under this section that:

(A) ahousing sponsor is allowed for abuilding; and

(B) all of the taxpayers may claim with respect to the building if the taxpayers meet the
requirements of this section; and

(ii) the percentage of tax credit ataxpayer may claim:

(A) under this section if the taxpayer meets the requirements of this section; and

(B) asprovided in the agreement between the taxpayer and the housing sponsor.

(d) (i) For the calendar year beginning on January 1, 1995, through the calendar year
beginning on January 1, 2005, the aggregate annual tax credit [whieh] that the Utah Housing
Corporation may allocate for the credit period described in Section 42(f), Internal Revenue
Code, pursuant to this section and Section 59-7-607 is an amount equal to the product of:

(A) 12.5 cents; and

(B) the population of Utah.

(if) For purposes of this section, the population of Utah shall be determined in
accordance with Section 146(j), Internal Revenue Code.

(3) (&) By October 1, 1994, the Utah Housing Corporation shall determine criteriaand
procedures for alocating the tax credit under this section and Section 59-7-607 and incorporate
the criteria and procedures into the Utah Housing Corporation's qualified allocation plan.

(b) The Utah Housing Corporation shall create the criteria under Subsection (3)(a)
based on:

(i) the number of affordable housing unitsto be created in Utah for low and moderate
income persons in the residential housing devel opment of which the building is a part;

(ii) thelevel of area median income being served by the devel opment;

(iii) the need for the tax credit for the economic feasibility of the development; and

(iv) the extended period for which the development commits to remain as affordable
housing.

(4) (a) [Any] Thefollowing may apply to the Utah Housing Corporation for a tax credit

under this section:

(i) any housing sponsor that has received an allocation of the federal low-income
housing tax credit [and]; or
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710 (ii) any applicant for an allocation of the federal low-income housing tax credit [may
711 i i
712 (b) The Utah Housing Corporation may not require fees for applications of the tax

editttd section] .

713  credit under this section in addition to those fees required for applications for the federal

714 low-income housing tax credit.

715 (5) (@) The Utah Housing Corporation shall determine the amount of the tax credit to
716  dlocate to aqualifying housing sponsor in accordance with the qualified allocation plan of the
717  Utah Housing Corporation.

718 (b) (i) The Utah Housing Corporation shall allocate the tax credit to housing sponsors
719 by issuing an alocation certificate to qualifying housing sponsors.
720 (it) The allocation certificate under Subsection (5)(b)(i) shall specify the alowed

721  percentage of the federal low-income housing tax credit as determined by the Utah Housing
722 Corporation.

723 (c) The percentage specified in an allocation certificate may not exceed 100% of the
724  federal low-income housing tax credit.

725

726 ereditprovidedtthtssectiorasal A housing sponsor[;it] shall provide a copy of the

727  allocation certificate to [thetexpayersof theentity- A-taxpayers ttach-a-copy

728 aHocatton—certifieatetoan

729  taxpayer that isissued a special low-income housing tax credit certificate.

730 (7) (a) A housing sponsor shall provide to the commission alist of:

731 (i) the taxpayers issued a special low-income housing tax credit certificate; and

732 (i) for each taxpayer described in Subsection (7)(a)(i), the amount of tax credit listed
733  on the specia low-income housing tax credit certificate.

734 (b) A housing sponsor shall provide thelist required by Subsection (7)(a):

735 (i) tothe commission;

736 (ii) on aform provided by the commission; and

737 (iii) with the housing sponsor's tax return for each taxable year for which the housing

738  sponsor issues a specia low-income housing tax credit certificate described in this Subsection

739 (7).
740 (8) (&) All elections made by the taxpayer pursuant to Section 42, Internal Revenue
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Code, shall apply to this section.

(b) (i) If ataxpayer isrequired to recapture a portion of any federal low-income
housing tax credit, the taxpayer shall also be required to recapture a portion of any state tax
credits authorized by this section.

(if) The state recapture amount shall be equal to the percentage of the state tax credit
that equal s the proportion the federal recapture amount bears to the original federal low-income
housing tax credit amount subject to recapture.

(9) (&) Any tax credits returned to the Utah Housing Corporation in any year may be
reallocated within the same time period as provided in Section 42, Internal Revenue Code.

(b) [eredits] Tax credits that are unallocated by the Utah Housing Corporation in any
year may be carried over for allocation in the subsequent year.

(10) (8 Amounts otherwise qualifying for the tax credit, but not allowable because the
tax credit exceeds the tax, may be carried back three years or may be carried forward five years
asacredit against the tax.

(b) Carryover tax credits under Subsection (10)(a) shall be applied against the tax:

(i) before the application of the tax credits earned in the current year; and

(i) on afirst-earned first-used basis.

(11) Any tax credit taken in this section may be subject to an annual audit by the
commission.

(12) The Utah Housing Corporation shall provide an annual report to the Revenue and
Taxation Interim Committee which shall include at |east:

(a) the purpose and effectiveness of the [exemption] tax credits; and

(b) the benefits of the [exemption] tax creditsto the state.

(13) The commission may, in consultation with the Utah Housing Corporation,

promulgate rules to implement this section.
Section 12. Section 59-10-507 is amended to read:
59-10-507. Return by partnership.
[Every] (1) For purposes of this section, "taxable year" means a year or other time

period that would be ataxable year of a partnership if the partnership were subject to taxation

under this chapter.
(2) A partnership having any income derived from sources in this state [{determinecn
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772 f ' -10- ] shall make areturn for the taxable year as prescribed by
773  thecommission] 3 ch-te-suehreturn-acopy-of s federal partnershipreturnfor-the
774

775

776 (3) For purposes of Subsection (2), a partnership's income derived from sourcesin this
777  state shall be determined in accordance with Section 59-10-303.

778 Section 13. Section 59-10-514 is amended to read:

779 59-10-514. Placeand timefor filing returns.

780 [Fhetneome] (1) A tax return required by this chapter shall be filed with the

781 commission;

782 (a) except as provided in Subsection (1)(b), on or before the 15th day of the fourth
783  month following the [etose] |ast day of the taxpayer's taxable year[-]; or

784 (b) notwithstanding Subsection (1)(a), on or before the day on which the return is due
785  under the Internal Revenue Codeif:

786 (i) thereturnisan electronicaly filed individual income tax return; and

787 (i) the Internal Revenue Code provides a due date for filing the electronically filed
788  individual income tax return that is different from the due date described in Subsection (1)(a).
789 (2) A person required to make and file areturn under this chapter shall, without

790  assessment, notice, or demand, pay any tax due [thereen]:

791 (a) tothe commission [ef];_and

792 (b) before the due date [fixed] for filing [saeh] the return [€]determined without regard
793  toany extension of time for filing the return[3].

794 Section 14. Retrospective operation.

795 This act has retrospective operation for taxable years beginning on or after January 1,
796 2003

L egislative Review Note
asof 1-8-03 1:02 PM

A limited legal review of thislegislation raises no obvious constitutional or statutory concerns.

Office of L egidative Research and General Counsel
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