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INDIVIDUAL INCOME TAX AMENDMENTS
2004 GENERAL SESSION
STATE OF UTAH

Sponsor: Wayne A. Har per

LONGTITLE
General Description:
This bill modifies the Individual Income Tax Act.
Highlighted Provisions:
Thisbill:
» providesthat the Internal Revenue Code in effect on January 1, 2004 shall be used
for certain purposes within the Individual Income Tax Act including:
e determining the state taxable income of aresident individual, trust, estate, or
partnership;
e determining the amount subtracted from federal taxable income for the Higher
Education Savings Incentive Program;
» determining the state income tax percentage for purposes of the tax on a
nonresident's state taxable income;
e determining whether certain federal tax credits affect state income taxes;
o determining whether ataxpayer is exempt from taxation;
e determining whether a person is eligible for the tax credit for at-home parents;
and
e determining whether a person is eligible for a subtraction from federal taxable
income for certain retirement income; and
» makestechnical changes.
Monies Appropriated in thisBill:
None
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Other Special Clauses:
This bills has retrospective operation for taxable years beginning on or after January 1,
2004.
Utah Code Sections Affected:
AMENDS:
59-10-103, aslast amended by Chapter 3, Laws of Utah 2003, Second Special Session
59-10-104.1, as enacted by Chapter 323, Laws of Utah 2001
59-10-105, as last amended by Chapter 323, Laws of Utah 2001
59-10-108.1, as enacted by Chapter 272, Laws of Utah 1999
59-10-112, aslast amended by Chapter 345, Laws of Utah 1995
59-10-114, as last amended by Chapter 3, Laws of Utah 2003, Second Special Session
59-10-116, as last amended by Chapter 323, Laws of Utah 2001
59-10-117, aslast amended by Chapters 311 and 345, Laws of Utah 1995
59-10-119, as renumbered and amended by Chapter 2, Laws of Utah 1987
59-10-121, as renumbered and amended by Chapter 2, Laws of Utah 1987
59-10-129, as last amended by Chapter 198, Laws of Utah 2003
59-10-131, aslast amended by Chapter 59, Laws of Utah 1999
59-10-132, aslast amended by Chapter 59, Laws of Utah 1999
59-10-201.1, as enacted by Chapter 345, Laws of Utah 1995
59-10-202, as last amended by Chapter 3, Laws of Utah 2003, Second Specia Session
59-10-204, as last amended by Chapter 345, Laws of Utah 1995
59-10-303, as renumbered and amended by Chapter 2, Laws of Utah 1987
59-10-529, as last amended by Chapter 35, Laws of Utah 2002
59-10-536, as renumbered and amended by Chapter 2, Laws of Utah 1987
59-10-543, as renumbered and amended by Chapter 2, Laws of Utah 1987
ENACTS:
59-10-111.1, Utah Code Annotated 1953

Be it enacted by the Legidature of the state of Utah:
Section 1. Section 59-10-103 (Effective 01/01/04) is amended to read:
59-10-103. Definitions.
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(1) Asusedinthischapter:

() "Adoption expenses’ means.

(i) any actual medical and hospital expenses of the mother of the adopted child which
areincident to the child's birth;

(if) any welfare agency fees or costs,

(iii) any child placement service fees or costs,

(iv) any legal feesor costs; or

(v) any other fees or costs relating to an adoption.

(b) "Adult with adisability" means an individua who:

(i) is 18 years of age or older;

(ii) iseligiblefor services under Title 62A, Chapter 5, Services for People with
Disabilities; and

(i) isnot enrolled in:

(A) an education program for students with disabilities that is authorized under Section
53A-15-301; or

(B) aschool established under Title 53A, Chapter 25, Schools for the Deaf and Blind.

(c) (i) For purposes of Subsection 59-10-114(2)(m), "capital gain transaction” means a
transaction that resultsin a

(A) short-term capital gain; or

(B) long-term capital gain.

(i1) In accordance with Title 63, Chapter 46a, Utah Administrative Rulemaking Act,
the commission may by rule define the term "transaction.”

(d) "Commercia domicile" meansthe principa place from which the trade or business
of aUtah small business corporation is directed or managed.

(e) "Corporation" includes:

(i) associations;

(i) joint stock companies; and

(iii) insurance companies.

(f) "Dependent child with adisability" means an individual 21 years of age or younger
who:

(i) (A) isdiagnosed by a school district representative under rules adopted by the State
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Board of Education as having adisability classified as:

and

or

(1) autism;

(1) deafness;

(111 preschool developmental delay;
(IV) dual sensory impairment;

(V) hearing impairment;

(V1) intellectua disability;

(VII) multidisability;

(V1) orthopedic impairment;

(IX) other health impairment;

(X) traumatic brain injury; or

(XI) visual impairment;

(B) isnot receiving residential services from:

12-15-03 2:47 PM

(1) the Division of Services for People with Disabilities created under Section
62A-5-102; or
(I1) aschool established under Title 53A, Chapter 25, Schools for the Deaf and Blind;

(C) isenrolledin:

(I) an education program for students with disabilities that is authorized under Section
53A-15-301; or
(I1) aschool established under Title 53A, Chapter 25, Schools for the Deaf and Blind;

(i) isidentified under guidelines of the Department of Health as qualified for:

(A) Early Intervention; or
(B) Infant Development Services.

(g) "Employer,” "employee," and "wages" are defined as provided in Section
59-10-401.

(h) "Fiduciary" means.
(i) aguardian;

(i) atrustee;

(iii) an executor;
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(iv) an administrator;

(v) areceiver;

(vi) aconservator; or

(vii) any person acting in any fiduciary capacity for any individual.

(i) Except as otherwise provided in Subsection 59-10-114(3), "fixed federal adjusted
gross income" means federal adjusted gross income as defined in Section 62, Internal Revenue

Code, as amended and in effect on the date specified in Section 59-10-111.1.
(i) "Fixed federal tax credit" means afederal tax credit provided in the Internal

Revenue Code, as amended and in effect on the date specified in Section 59-10-111.1.

(k) Except as otherwise provided in Section 59-10-201.1, "fixed federal taxable
income" means federal taxable income as defined in Section 63, Internal Revenue Code, as
amended and in effect on the date specified in Section 59-10-111.1.

(1) Except as otherwise provided in Section 59-10-104.1, "fixed personal exemption”

means a persona exemption as defined and calculated in Section 151, Internal Revenue Code,
as amended and in effect on the date specified in Section 59-10-111.1.

[€D] (m) "Homesteaded land diminished from the Uintah and Ouray Reservation”
means the homesteaded land that was held to have been diminished from the Uintah and Ouray
Reservation in Hagen v. Utah, 510 U.S. 399 (1994).

[{9] (n) "Individual" means anatural person and includes aliens and minors.

[{k)] (0) "lrrevocable trust” means atrust in which the settlor may not revoke or
terminate all or part of the trust without the consent of a person who has a substantial beneficial
interest in the trust and the interest would be adversely affected by the exercise of the settlor's
power to revoke or terminate all or part of the trust.

[{D] (p) For purposes of Subsection 59-10-114(2)(m), "long-term capital gain” is as
defined in Section 1222, Internal Revenue Code, as amended and in effect on the date specified
in Section 59-10-111.1.

[€m)] (g) "Nonresident individual" means an individual who is not aresident of this

state.

[€m)] (r) "Nonresident trust" or "nonresident estate” means atrust or estate which is not
aresident estate or trust.

[€6y] (s) (i) "Partnership” includes a syndicate, group, pool, joint venture, or other
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unincorporated organization:

(A) through or by means of which any business, financial operation, or ventureis
carried on; and

(B) which is not, within the meaning of this chapter:

(D) atrust;

(I an estate; or

(111) acorporation.

(if) "Partnership" does not include any organization not included under the definition of
"partnership” in Section 761, Internal Revenue Code.

(iii) "Partner" includes a member in a syndicate, group, pool, joint venture, or
organization described in Subsection (1)[€6}](S)(i).

[tpy] (1) "Qualifying stock™ means stock that is:

(i) (A) common; or

(B) preferred;

(i1) asdefined by the commission by rule, originally issued to:

(A) aresident or nonresident individual; or

(B) apartnership if the resident or nonresident individual making a subtraction from
fixed federal taxable income in accordance with Subsection 59-10-114(2)(m):

(I) was apartner when the stock was issued; and

(I remains apartner until the last day of the taxable year for which the resident or
nonresident individual makes the subtraction from fixed federal taxable income in accordance
with Subsection 59-10-114(2)(m); and

(i) issued:

(A) by aUtah small business corporation;

(B) on or after January 1, 2003; and

(C) for:

(1) money; or

(I) other property, except for stock or securities.

[fe)] (u) (i) "Resident individua" means:

(A) anindividual who isdomiciled in this state for any period of time during the
taxable year, but only for the duration of the period during which the individual is domiciled in
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this state; or

(B) anindividual who is not domiciled in this state but:

(1) maintains a permanent place of abode in this state; and

(I spendsin the aggregate 183 or more days of the taxable year in this state.

(if) For purposes of Subsection (1)[tep](u)(i)(B), afraction of a calendar day shall be
counted as awhole day.

[€A)] (v) (i) "Resident estate”" or "resident trust” means:

(A) an estate of adecedent who at death was domiciled in this state;

(B) atrust, or aportion of atrust, consisting of property transferred by will of a
decedent who at his death was domiciled in this state; or

(C) atrust administered in this state.

(i) A trust shall be considered to be administered in this state if:

(A) the place of business where the fiduciary transacts a major portion of its
administration of the trust isin this state; or

(B) thetrust statesthat this state is the place of administration, and any administration
of the trust isdonein this state.

[€s)] (w) For purposes of Subsection 59-10-114(2)(m), "short-term capital gain” isas
defined in Section 1222, Internal Revenue Code, as amended and in effect on the date specified
in Section 59-10-111.1.

[D] (x) "Taxableincome" and "state taxable income" are defined as provided in
Sections 59-10-111, 59-10-112, 59-10-116, 59-10-201.1, and 59-10-204.

[f)] (y) "Taxpayer" means any individual, estate, or trust or beneficiary of an estate or

trust, whose income is subject in whole or part to the tax imposed by this chapter.

[€w}] (2) "Uintah and Ouray Reservation™ means the lands recognized as being included
within the Uintah and Ouray Reservation in:

(i) Hagenv. Utah, 510 U.S. 399 (1994); and

(if) Utelndian Tribev. Utah, 114 F.3d 1513 (10th Cir. 1997).

[tw)] (@) (i) "Utah small business corporation” means a corporation that:

(A) isasmall business corporation as defined in Section 1244(c)(3), Internal Revenue
Code;

(B) except as provided in Subsection (1)[€w)] (aa)(ii), meets the requirements of
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Section 1244(c)(1)(C), Internal Revenue Code; and

(C) hasitscommercia domicilein this state.

(if) Notwithstanding Subsection (1)[ €] (aa)(i)(B), the time period described in Section
1244(c)(1)(C) and Section 1244(c)(2), Internal Revenue Code, for determining the source of a
corporation's aggregate gross receipts shall end on the last day of the taxable year for which the
resident or nonresident individual makes a subtraction from fixed federal taxableincomein
accordance with Subsection 59-10-114(2)(m).

[©9] (bb) "Ute tribal member" means a person who is enrolled as a member of the Ute
Indian Tribe of the Uintah and Ouray Reservation.

[€y)] (cc) "Utetribe" meansthe Ute Indian Tribe of the Uintah and Ouray Reservation.

(2) (a) [Any] Except as otherwise provided in this chapter, any term used in this

chapter has the same meaning as when used in comparable context in the laws of the United
States relating to federal income taxes unless a different meaning is clearly required.
(b) [Any] Except as otherwise provided in this chapter, any reference to the Internal

Revenue Code or to the laws of the United States shall mean the Internal Revenue Code or
other provisions of the laws of the United States relating to federal income taxes that arein
effect for the taxable year.

(c) Any reference to a specific section of the Internal Revenue Code or other provision
of the laws of the United States relating to federal income taxes shall include any
corresponding or comparable provisions of the Internal Revenue Code as hereafter amended,
redesignated, or reenacted.

Section 2. Section 59-10-104.1 is amended to read:

59-10-104.1. Exemption from taxation.

(1) [Fer] Notwithstanding Section 59-10-103, for purposes of this section:

(a) "fixed personal exemptions' means the total exemption amount an individual is

allowed to claim for the taxable year under Section 151, Internal Revenue Code, as amended
and in effect on the date specified in Section 59-10-111.1, for:

(i) theindividual;

(ii) theindividual's spouse; and

(i) theindividua's dependents; and
(b) "fixed standard deduction”:
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(i) except as provided in Subsection (1)(b)(ii), means the standard deduction an
individual is allowed to claim for the taxable year under Section 63, Internal Revenue Code, as
amended and in effect on the date specified in Section 59-10-111.1; and

(if) notwithstanding Subsection (1)(b)(i), does not include an additional amount
allowed under Section 63(f), Internal Revenue Code, as amended and in effect on the date
specified in Section 59-10-111.1, for an individua or an individual's spouse who is:

(A) blind; or

(B) 65 years of age or older.

(2) For taxable years beginning on or after January 1, 2002, an individual is exempt
from atax imposed by Section 59-10-104, 59-10-105, or 59-10-116 if the individual's fixed
federal adjusted gross income on the individual's federal individual income tax return for the
taxable year isless than or equal to the sum of the individua's:

(a) fixed personal exemptions for that taxable year; and

(b) fixed standard deduction for that taxable year.

Section 3. Section 59-10-105 is amended to read:

59-10-105. Optional tax -- Calculation -- Commission authority to prescribed tax
tables -- Exemption.

(1) (a) Except as provided in Subsection (4), for taxable years beginning on or after
January 1, 2002, if the commission prescribes state individual income tax tables in accordance
with Subsection (2), atax isimposed as provided in this section on the state taxable income of
an individual who elects to compute the individual's income tax in accordance with the state
individual income tax tables prescribed by the commission.

(b) Anindividual who pays atax imposed by this section is not subject to the tax
imposed by Section 59-10-104.

(2) The commission may prescribe state individual income tax tables:

(@) for ataxable year;

(b) for purposes of computing the tax authorized by this section; and

(c) if the state individual income tax tables are substantially in accordance with Section
3, Internal Revenue Code, except that the commission shall use:

(i) thetax ratesand tax brackets provided for in Section 59-10-104;

(i) state taxableincome as defined in Section 59-10-112; and
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(iif) any other provision of this chapter necessary to prescribe state individual income
tax tables under this section.

(3 Anindividua €electing to compute the individual's income tax in accordance with
this section shall use the:

(@) standard deduction as provided in Section 63(c), Internal Revenue Code, as
amended and in effect on the date specified in Section 59-10-111.1; and

(b) number and amount of fixed personal exemptions [atewedby-Seetror15%thiternat
Revente-Code].

(4) Thissection does not apply to an individual exempt from taxation under Section
59-10-104.1.

Section 4. Section 59-10-108.1 is amended to read:

59-10-108.1. Tax credit for at-home parent.

(1) Asusedinthis section:

(@) "At-home parent” means a parent:

(i) who provides full-time care at the parent's residence for one or more of the parent's
own qualifying children;

(if) who claims the qualifying child as a dependent on the parent's individual income
tax return for the taxable year for which the parent claims the credit; and

(iii) if the sum of the following amounts are $3,000 or less for the taxable year for
which the parent claims the credit:

(A) thetotal wages, tips, and other compensation listed on all of the parent's federal
Forms W-2; and

(B) the grossincome listed on the parent's federal Form 1040 Schedule C, Profit or
Loss From Business.

(b) "Parent" means an individua who:

(i) isthe biological mother or father of a qualifying child;

(i) isthe stepfather or stepmother of a qualifying child;

(i) (A) legaly adopts aqualifying child; or

(B) hasaqualifying child placed in the individual's home:

(1) by achild placing agency as defined in Section 62A-4a-601; and

(I for the purpose of legally adopting the child;

-10-
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(iv) isafoster parent of a qualifying child; or

(v) isalega guardian of aqualifying child.

(c) "Qualifying child" means a child who is no more than 12 months of age on the last
day of the taxable year for which the credit is claimed.

(2) For taxable years beginning on or after January 1, 2000, a taxpayer may clam on
the taxpayer's individual income tax return a nonrefundable credit of $100 for each qualifying
child if:

(a) thetaxpayer or another taxpayer filing ajoint individual income tax return with the
taxpayer is an at-home parent; and

(b) thefixed federal adjusted grossincome of al of the taxpayers filing the individual
income tax return is less than or equal to $50,000.

(3) A taxpayer may not carry forward or carry back a credit authorized by this section.

(4) ltistheintent of the Legislature that for fiscal years beginning on or after fiscal
year 2000-01, the Legislature appropriate from the General Fund a sufficient amount to replace
Uniform School Fund revenues expended to provide for the credit under this section.

Section 5. Section 59-10-111.1 is enacted to read:

59-10-111.1. Date of Internal Revenue Codefor certain purposes.

(1) Subject to Subsection (2), the Internal Revenue Code, as amended and in effect on

January 1, 2004, shall be used for purposes of any reference to the Internal Revenue Code that

is fixed to the date specified in this section, including calculating:

(a) fixed federal adjusted grossincome;

(b) fixed federal taxable income;

(c) any fixed federal tax credit;

(d) any fixed personal exemption; and

(e) the fixed standard deduction.

(2) Any federal tax table shall be used for purposes of calculations under this chapter if
the tax table:

(a) isin effect for the current taxable year; and

(b) provides for adjustments due to inflation or deflation pursuant to the provisions of

Section 1(f), Internal Revenue Code, as amended and in effect on the date specified in
Subsection (1).

-11-
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Section 6. Section 59-10-112 is amended to read:

59-10-112. Statetaxableincome of resident individual.

"State taxable income" in the case of aresident individual [reanshis] means the
resident individual's fixed federal taxable income [(asdefinedby-Sectton-59-10-111)] with the
modifications, subtractions, and adjustments provided in Section 59-10-114. The state taxable
income of aresident individual who isthe beneficiary of an estate or trust shall be modified by
the adjustments provided in Section 59-10-209.

Section 7. Section 59-10-114 is amended to read:

59-10-114. Additionsto and subtractionsfrom federal taxableincome of an
individual.

(1) There shall be added to fixed federal taxable income of aresident or nonresident
individual:

(@) the amount of any income tax imposed by this or any predecessor Utah individual

income tax law and the amount of any income tax imposed by the laws of another state, the
District of Columbia, or a possession of the United States, to the extent deducted from fixed
federal adjusted gross income, [as-definedby-Seetion-62,thternal-Revente-Code;] in
determining fixed federal taxable income;

(b) alump sum distribution that the taxpayer does not include in fixed federal adjusted
gross income on the taxpayer's federal individual income tax return for the taxable year;

(c) for taxable years beginning on or after January 1, 2002, the amount of a child's
income calculated under Subsection (5) that:

(i) aparent electsto report on the parent's federal individual income tax return for the
taxable year; and

(i) the parent does not include in fixed federal adjusted gross income on the parent's
federal individual income tax return for the taxable year;

(d) 25% of the fixed persona exemptiong|;-astefined-and-cateutated+r-thethternat
ReventeCodel;

(e) awithdrawal from amedical care savings account and any penalty imposed in the
taxable year if:

(i) thetaxpayer did not deduct or include the amounts on the taxpayer's federal
individual income tax return pursuant to Section 220, Internal Revenue Code, as amended and

-12 -
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in effect on the date specified in Section 59-10-111.1; and
(ii) thewithdrawal is subject to Subsections 31A-32a-105(1) and (2);

(f) the amount refunded to a participant under Title 53B, Chapter 8a, Higher Education
Savings Incentive Program, in the year in which the amount is refunded;

(g) except as provided in Subsection (6), for taxable years beginning on or after
January 1, 2003, for bonds, notes, and other evidences of indebtedness acquired on or after
January 1, 2003, the interest from bonds, notes, and other evidences of indebtedness issued by
one or more of the following entities:

(i) astate other than this state;

(ii) the District of Columbia;

(iii) apolitical subdivision of a state other than this state; or

(iv) an agency or instrumentality of an entity described in Subsections (1)(g)(i) through
(iii);

(h) any distribution received by aresident beneficiary of aresident trust of income that
was taxed at the trust level for federal tax purposes, but was subtracted from state taxable
income of the trust pursuant to Subsection 59-10-202(2)(c); and

(i) any distribution received by aresident beneficiary of a nonresident trust of income
that was taxed at the trust level for federal tax purposes, but was not taxed at the trust level by
any state.

(2) There shall be subtracted from fixed federal taxable income of aresident or
nonresident individual:

(a) theinterest or dividends on obligations or securities of the United States and its
possessions or of any authority, commission, or instrumentality of the United States, to the
extent includable in fixed federal adjusted grossincome for federal income tax purposes but

exempt from state income taxes under the laws of the United States, but the amount subtracted
under this Subsection (2)(a) shall be reduced by any interest on indebtedness incurred or
continued to purchase or carry the obligations or securities described in this Subsection (2)(a),
and by any expenses incurred in the production of interest or dividend income described in this
Subsection (2)(a) to the extent that such expenses, including amortizable bond premiums, are
deductible in determining fixed federal taxable income;

(b) () except as provided in Subsection (2)(b)(ii), 1/2 of the net amount of any income

-13-
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400 tax paid or payableto the United States after all allowable fixed federal tax credits, as reported
401 onthe United States individual income tax return of the taxpayer for the same taxable year; and

402 (i1) notwithstanding Subsection (2)(b)(i), for taxable years beginning on or after

403  January 1, 2001, the amount of a credit or an advance refund amount reported on aresident or
404  nonresident individual's United States individual income tax return alowed as aresult of the
405  acceleration of the income tax rate bracket benefit for 2001 in accordance with Section 101,
406  Economic Growth and Tax Relief Reconciliation Act of 2001, Pub. L. No. 107-16, may not be
407  used in calculating the amount described in Subsection (2)(b)(i);

408 (c) the amount of adoption expenses for one of the following taxable years as elected
409 by theresident or nonresident individual:

410 (i) regardiess of whether a court issues an order granting the adoption, the taxable year
411  inwhich the adoption expenses are:

412 (A) paid; or

413 (B) incurred;

414 (i) the taxable year in which a court issues an order granting the adoption; or

415 (iii) any year in which the resident or nonresident individual may claim the federal

416  adoption expenses credit under Section 23, Internal Revenue Code;

417 (d) amounts received by taxpayers under age 65 as retirement income which, for
418  purposes of this section, means pensions and annuities, paid from an annuity contract

419  purchased by an employer under a plan which meets the requirements of Section 404(a)(2),

420 Internal Revenue Code, as amended and in effect on the date specified in Section 59-10-111.1,
421  or purchased by an employee under a plan which meets the requirements of Section 408,

422  Interna Revenue Code, as amended and in effect on the date specified in Section 59-10-111.1,
423  or paid by the United States, a state, or political subdivision thereof, or the District of

424 Columbia, to the employee involved or the surviving spouse;

425 (e) for each taxpayer age 65 or over before the close of the taxable year, a $7,500

426  personal retirement exemption;

427 () 75% of the amount of the fixed personal exemption, [as-defined-and-catedtateeHn
428 thetnterna-Revente-Code;] for each dependent child with a disability and adult with a

429  disability who is claimed as a dependent on a taxpayer's return;

430 (g) any amount included in fixed federal taxable income that was received pursuant to

-14 -
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any federal law enacted in 1988 to provide reparation payments, as damages for human
suffering, to United States citizens and resident aliens of Japanese ancestry who were interned
during World War Il;

(h) subject to the limitations of Subsection (3)(€), amounts a taxpayer pays during the
taxable year for health care insurance, as defined in Title 31A, Chapter 1, General Provisions:

(@) for:

(A) thetaxpayer;

(B) thetaxpayer's spouse; and

(C) thetaxpayer's dependents; and

(i) tothe extent the taxpayer does not deduct the amounts under Section 125, 162, or
213, Internal Revenue Code, as amended and in effect on the date specified in Section
59-10-111.1, in determining fixed federal taxable income for the taxable year;

() (i) except as otherwise provided in this Subsection (2)(i), the amount of a

contribution made during the taxable year on behalf of the taxpayer to amedical care savings
account and interest earned on a contribution to amedical care savings account established
pursuant to Title 31A, Chapter 32a, Medical Care Savings Account Act, to the extent the
contribution is accepted by the account administrator as provided in the Medical Care Savings
Account Act, and if the taxpayer did not deduct or include amounts on the taxpayer's federal
individual income tax return pursuant to Section 220, Internal Revenue Code, as amended and
in effect on the date specified in Section 59-10-111.1; and

(if) acontribution deductible under this Subsection (2)(i) may not exceed either of the
following:

(A) the maximum contribution allowed under the Medical Care Savings Account Act
for the tax year multiplied by two for taxpayers who file ajoint return, if neither spouseis
covered by health care insurance as defined in Section 31A-1-301 or self-funded plan that
covers the other spouse, and each spouse has a medical care savings account; or

(B) the maximum contribution allowed under the Medical Care Savings Account Act
for the tax year for taxpayers:

(1) who do not fileajoint return; or

(I who fileajoint return, but do not qualify under Subsection (2)(i)(ii)(A);

() theamount included in fixed federal taxable income that was derived from money
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paid by the taxpayer to the program fund under Title 53B, Chapter 8a, Higher Education
Savings Incentive Program, not to exceed amounts determined under Subsection
53B-8a-106(1)(d), and investment income earned on participation agreements under
Subsection 53B-8a-106(1) that isincluded in fixed federal taxable income, but only when the
funds are used for qualified higher education costs of the beneficiary;

(k) for taxable years beginning on or after January 1, 2000, any amounts paid for
premiums for long-term care insurance as defined in Section 31A-1-301 to the extent the
amounts paid for long-term care insurance were not deducted under Section 213, Internal
Revenue Code, in determining federal taxable income;

() for taxable years beginning on or after January 1, 2000, if the conditions of
Subsection (4)(a) are met, the amount of income derived by a Ute tribal member:

(i) during atime period that the Ute tribal member resides on homesteaded land
diminished from the Uintah and Ouray Reservation; and

(if) from asource within the Uintah and Ouray Reservation; and

(m) (i) for taxable years beginning on or after January 1, 2003, the total amount of a
resident or nonresident individual's short-term capital gain or long-term capital gain on a
capital gain transaction:

(A) that occurson or after January 1, 2003;

(B) if 70% or more of the gross proceeds of the capital gain transaction are expended:

(I) to purchase qualifying stock in a Utah small business corporation; and

(I1) within a 12-month period after the day on which the capital gain transaction occurs,
and

(C) if, prior to the purchase of the qualifying stock described in Subsection
(2)(m)(i)(B)(I), the resident or nonresident individual did not have an ownership interest in the
Utah small business corporation that issued the qualifying stock; and

(if) inaccordance with Title 63, Chapter 46a, Utah Administrative Rulemaking Act, the
commission may make rules:

(A) defining the term "gross proceeds’; and

(B) for purposes of Subsection (2)(m)(i)(C), prescribing the circumstances under which
aresident or nonresident individual has an ownership interest in a Utah small business
corporation.
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(3) (@) For purposes of Subsection (2)(d), the amount of retirement income subtracted
for taxpayers under 65 shall be the lesser of the amount included in fixed federal taxable
income, or $4,800, except that:

(i) for married taxpayers filing joint returns, for each $1 of fixed federal adjusted gross
income earned over $32,000, the amount of the retirement income exemption that may be
subtracted shall be reduced by 50 cents;

(i) for married taxpayers filing separate returns, for each $1 of fixed federal adjusted
gross income earned over $16,000, the amount of the retirement income exemption that may be
subtracted shall be reduced by 50 cents; and

(iii) for individua taxpayers, for each $1 of fixed federal adjusted gross income earned
over $25,000, the amount of the retirement income exemption that may be subtracted shall be
reduced by 50 cents.

(b) For purposes of Subsection (2)(e), the amount of the personal retirement exemption
shall be further reduced according to the following schedule:

(i) for married taxpayers filing joint returns, for each $1 of fixed federa adjusted gross
income earned over $32,000, the amount of the personal retirement exemption shall be reduced
by 50 cents;

(i) for married taxpayers filing separate returns, for each $1 of fixed federal adjusted
gross income earned over $16,000, the amount of the personal retirement exemption shall be
reduced by 50 cents; and

(iii) for individual taxpayers, for each $1 of fixed federal adjusted grossincome earned
over $25,000, the amount of the personal retirement exemption shall be reduced by 50 cents.

(c) For purposes of Subsections (3)(a) and (b), fixed federal adjusted gross income
shall be calculated by adding to fixed federal adjusted gross income any interest income not
otherwise included in fixed federal adjusted grossincome.

(d) For purposes of determining ownership of items of retirement income common law
doctrine will be applied in all cases even though some items may have originated from service
or investments in a community property state. Amounts received by the spouse of aliving
retiree because of the retiree's having been employed in acommunity property state are not
deductible as retirement income of such spouse.

(e) For purposes of Subsection (2)(h), a subtraction for an amount paid for health care
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insurance as defined in Title 31A, Chapter 1, General Provisions, is not allowed:

(i) for an amount that is reimbursed or funded in whole or in part by the federal
government, the state, or an agency or instrumentality of the federal government or the state;
and

(if) for ataxpayer who is eligible to participate in a health plan maintained and funded
in whole or in part by the taxpayer's employer or the taxpayer's spouse's employer.

(4) (8 A subtraction for an amount described in Subsection (2)(l) is allowed only if:

(i) thetaxpayer isaUtetriba member; and

(if) the governor and the Ute tribe execute and maintain an agreement meeting the
requirements of this Subsection (4).

(b) The agreement described in Subsection (4)(a):

(i) may not:

(A) authorize the state to impose atax in addition to atax imposed under this chapter;

(B) provide a subtraction under this section greater than or different from the
subtraction described in Subsection (2)(1); or

(C) affect the power of the state to establish rates of taxation; and

(i) shal:

(A) providefor the implementation of the subtraction described in Subsection (2)(1);

(B) beinwriting;

(C) besigned by:

(1) the governor; and

(I1) the chair of the Business Committee of the Ute tribe;

(D) be conditioned on obtaining any approval required by federal law; and

(E) statethe effective date of the agreement.

(c) (i) The governor shall report to the commission by no later than February 1 of each
year regarding whether or not an agreement meeting the requirements of this Subsection (4) is
in effect.

(i) If an agreement meeting the requirements of this Subsection (4) is terminated, the
subtraction permitted under Subsection (2)(1) is not allowed for taxable years beginning on or
after the January 1 following the termination of the agreement.

(d) For purposes of Subsection (2)(I) and in accordance with Title 63, Chapter 463,
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Utah Administrative Rulemaking Act, the commission may make rules:

(i) for determining whether income is derived from a source within the Uintah and
Ouray Reservation; and

(i) that are substantially similar to how fixed federal adjusted gross income derived
from Utah sources is determined under Section 59-10-117.

(5) (@) For purposes of this Subsection (5), "Form 8814" means:

(i) thefederal individual income tax Form 8814, Parents Election To Report Child's
Interest and Dividends; or

(i) (A) for taxable years beginning on or after January 1, 2002, aform designated by
the commission in accordance with Subsection (5)(a)(ii)(B) as being substantially similar to
2000 Form 8814 if for purposes of federal individual income taxes the information contained
on 2000 Form 8814 is reported on aform other than Form 8814; and

(B) for purposes of Subsection (5)(a)(ii)(A) and in accordance with Title 63, Chapter
463, Utah Administrative Rulemaking Act, the commission may make rules designating aform
as being substantially similar to 2000 Form 8814 if for purposes of federal individual income
taxes the information contained on 2000 Form 8814 is reported on a form other than Form
8814.

(b) The amount of a child'sincome added to adjusted gross income under Subsection
(2)(c) isequal to the difference between:

(i) thelesser of:

(A) the base amount specified on Form 8814; and

(B) the sum of the following reported on Form 8814:

(I) thechild's taxable interest;

(I the child's ordinary dividends; and

(1) the child's capital gain distributions; and

(ii) the amount not taxed that is specified on Form 8814.

(6) Notwithstanding Subsection (1)(g), interest from bonds, notes, and other evidences
of indebtedness issued by an entity described in Subsections (1)(g)(i) through (iv) may not be
added to fixed federal taxable income of aresident or nonresident individual if, as annually
determined by the commission:

(a) for an entity described in Subsection (1)(g)(i) or (ii), the entity and al of the
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political subdivisions, agencies, or instrumentalities of the entity do not impose atax based on
income on any part of the bonds, notes, and other evidences of indebtedness of this state; or

(b) for an entity described in Subsection (1)(g)(iii) or (iv), the following do not impose
atax based on income on any part of the bonds, notes, and other evidences of indebtedness of
this state:

(i) theentity; or

(i1) (A) the state in which the entity islocated; or

(B) the District of Columbia, if the entity is located within the District of Columbia.

Section 8. Section 59-10-116 is amended to read:

59-10-116. Tax on nonresident individual's state taxable income -- Calculation --
Exemption.

(1) For purposes of this section:

(a) "state income tax percentage’ means a percentage equal to a nonresident
individual's fixed federal adjusted gross income for the taxable year received from Utah
sources, as determined under Section 59-10-117, divided by the nonresident individual's total
fixed federal adjusted grossincome for that taxable year; and

(b) "state taxable income" means the product of a nonresident individual's:

(i) fixed federal taxable income, [as-defired+-Seetron-59-16-111;] with the
modifications, subtractions, and adjustments provided for in Section 59-10-114; and

(i) tax imposed under Section 59-10-104.

(2) (8) Except as provided in Subsection (3), a tax isimposed as provided in this
section on the state taxable income cal culated under this section of a nonresident individual.

(b) Thetax under this section shall be calculated by multiplying the nonresident
individual's state taxable income by the nonresident individual's state income tax percentage.

(3) Thissection does not apply to a nonresident individual exempt from taxation under
Section 59-10-104.1.

Section 9. Section 59-10-117 is amended to read:

59-10-117. Fixed federal adjusted grossincome derived from Utah sour ces.

(1) For the purpose of Section 59-10-116, fixed federal adjusted gross income derived
from Utah sources shall include those items includable in fixed federal [*]adjusted gross

income[“*{as-defined-by-Sectton-62-of the-trternal-Revente-Code)] attributable to or resulting
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from:

(&) the ownershipin this state of any interest in real or tangible personal property,
[€]including real property or property rights from which [*]gross income from mining[“] as
defined by Section 613(c) [efthe], Internal Revenue Code, as amended and in effect on the

date specified in Section 59-10-111.1, is derived[}]; or
(b) the carrying on of abusiness, trade, profession, or occupation in this state.

(2) For the purposes of Subsection (1):

(& Income from intangible persona property, including annuities, dividends, interest,
and gains from the disposition of intangible personal property shall constitute income derived
from Utah sources only to the extent that such income is from property employed in atrade,
business, profession, or occupation carried on in this state.

(b) Deductions with respect to capital losses, net long-term capital gains, and net
operating losses shall be based solely on income, gain, loss, and deduction connected with Utah
sources, under rules prescribed by the commission, but otherwise shall be determined in the
same manner as the corresponding federal deductions.

(c) Salaries, wages, commissions, and compensation for personal services rendered
outside this state shall not be considered to be derived from Utah sources.

(d) A nonresident shareholder's distributive share of ordinary income, gain, loss, and
deduction derived from or connected with Utah sources shall be determined under Section
59-10-118.

(e) A nonresident, other than a dealer holding property primarily for sale to customers
in the ordinary course of histrade or business, shall not be considered to carry on atrade,
business, profession, or occupation in this state solely by reason of the purchase or sale of
property for his own account.

() If atrade, business, profession, or occupation is carried on partly within and partly
without this state, items of income, gain, loss, and deductions derived from or connected with
Utah sources shall be determined in accordance with the provisions of Section 59-10-118.

(9) A nonresident partner's distributive share of partnership income, gain, loss, and
deduction derived from or connected with Utah sources shall be determined under Section
59-10-303.

(h) The share of a nonresident estate or trust and nonresident beneficiaries of any estate
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or trust in income, gain, loss, and deduction derived from or connected with Utah sources shall
be determined under Section 59-10-207.

(i) Any dividend, interest, or distributive share of income, gain, or loss from area
estate investment trust, as defined in Section 59-7-116.5, distributed or allocated to a
nonresident investor in the trust, including any shareholder, beneficiary, or owner of a
beneficial interest in the trust, shall be income from intangible personal property under
Subsection (2)(a), and shall constitute income derived from Utah sources only to the extent the
nonresident investor is employing its beneficia interest in the trust in atrade, business,
profession, or occupation carried on by the investor in this state.

Section 10. Section 59-10-119 is amended to read:

59-10-119. Returnsby husband and wife, either or both of whom isa
nonresident.

(1) If the federal taxable income of a husband and wife [€] who are both nonresidents
of this state]}] is reported or determined on separate federal returns, their state taxable incomes
in this state shall be separately determined.

(2) If thefederal taxable income of a husband and wife [{] who are both nonresidents[j]
of this state is reported or determined on ajoint return their tax shall be reported or determined

in this state on ajoint return.

(3) () If either husband or wifeisanonresident of this state and the other aresident of
this state, separate taxes shall be determined on their separate state taxable incomes on such
forms as the commission shall prescribe, unless both elect to determine their state taxable
income asif both were residents.

(b) If ahusband and wife [{enebetngatestdent, the-otheranonrestdent)] described in
Subsection (3)(a) fileajoint federal income tax return, but determine their state taxable income
separately, they shall compute their fixed federal taxable incomesin this state as if their fixed
federal taxable incomes had been determined separately.

Section 11. Section 59-10-121 is amended to read:

59-10-121. Proration when two returnsrequired.

Where two returns are required to be filed as provided in Section 59-10-120:

(1) personal exemptions and the standard deduction as used on the federal return shall
be prorated between the two returns, under rules prescribed by the commission, to reflect the
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proportions of the taxable year during which the individual was aresident and a nonresident;
and

(2) thetota of the taxes due thereon shall not be less than would be due if the total of
the fixed federal taxable incomes reported on the two returns were includable in one return.

Section 12. 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 commission and issued by the Utah Housing
Corporation to each taxpayer that specifies the percentage of the annual fixed 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, as amended and in effect on the date specified in Section 59-10-111.1.

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

(d) "Fixed federal low-income housing tax credit" means the tax credit under Section
42, Internal Revenue Code, as amended and in effect on the date specified in Section
59-10-111.1.

[€eh] (e) "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 a
limited liability company in the case of alimited liability company.

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

[€5)] (g) "Specia low-income housing tax credit certificate” means a certificate:

(i) prescribed by the 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.

-23-



710
711
712
713
714
715
716
717
718
719
720
721
722
723
724
725
726
127
728
729
730
731
732
733
734
735
736
737
738
739
740

H.B. 27 12-15-03 2:47 PM

[fe9] (h) "Taxpayer" means aperson that isallowed atax credit in accordance with this
section which is the corporation in the case of a C corporation, the partnersin the case of a
partnership, the shareholdersin the case of an S corporation, and the members in the case of a
limited 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) fixed federal low-income housing tax credit to which the taxpayer is allowed 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

(i) 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 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
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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) (&) 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; or

(if) any applicant for an allocation of the federal low-income housing tax credit.

(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.

(it) The allocation certificate under Subsection (5)(b)(i) shall specify the alowed
percentage of the fixed 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
fixed federal low-income housing tax credit.

(6) A housing sponsor shall provide a copy of the alocation certificate to each taxpayer
that isissued a special low-income housing tax credit certificate.

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

(i) thetaxpayersissued a specia low-income housing tax credit certificate; and

-25.-



772
773
774
775
776
77
778
779
780
781
782
783
784
785
786
787
788
789
790
791
792
793
794
795
796
797
798
799
800
801
802

H.B. 27 12-15-03 2:47 PM

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

(b) A housing sponsor shall provide the list required by Subsection (7)(a):

(i) tothecommission;

(it) onaform 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
(7.

(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 equals 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) Tax creditsthat are unallocated by the Utah Housing Corporation in any year may
be carried over for alocation 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
as acredit against the tax.

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

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

(ii) 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 tax credits; and

-26-



803
804
805
806
807
808
809
810
811
812
813
814
815
816
817
818
819
820
821
822
823
824
825
826
827
828
829
830
831
832
833

12-15-03 2:47 PM H.B. 27

(b) the benefits of the tax credits to the state.

(13) The commission may, in consultation with the Utah Housing Corporation,
promulgate rules to implement this section.

Section 13. Section 59-10-131 is amended to read:

59-10-131. Creditsfor research activities conducted in the state -- Carry forward
-- Commission to report modification or repeal of federal credits-- Tax Review
Commission study.

(1) (@) For taxable years beginning on or after January 1, 1999, but beginning before
December 31, 2010, ataxpayer meeting the requirements of this section shall qualify for the
following nonrefundable credits for increasing research activities in this state:

(i) aresearch credit of 6% of the taxpayer's qualified research expenses for the current
taxable year that exceed the base amount provided for under Subsection (4); and

(i1) acredit for payments to qualified organizations for basic research as provided in
Section 41(e), Internal Revenue Code, as amended and in effect on the date specified in Section
59-10-111.1, of 6% for the current taxable year that exceed the base amount provided for under
Subsection (4).

(b) If ataxpayer qualifying for acredit under Subsection (1)(a) seeksto claim the credit
the taxpayer shall:

(i) claim the credit or a portion of the credit for the taxable year immediately following
the taxable year for which the taxpayer qualifies for the credit;

(if) carry the credit or a portion of the credit forward as provided in Subsection (4)(f);
or

(iii) claim aportion of the credit and carry forward a portion of the credit as provided
in Subsections (1)(b)(i) and (ii).

(c) The credits provided for in this section do not include the alternative incremental
credit provided for in Section 41(c)(4), Internal Revenue Code, as amended and in effect on the

date specified in Section 59-10-111.1.
(2) For purposes of claiming a credit under this section, a unitary group as defined in

Section 59-7-101 is considered to be one taxpayer.
(3) Except as specifically provided for in this section:
(@) the credits authorized under Subsection (1) shall be calculated as provided in
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Section 41, Internal Revenue Code, as amended and in effect on the date specified in Section
59-10-111.1; and

(b) the definitions provided in Section 41, Internal Revenue Code, as amended and in
effect on the date specified in Section 59-10-111.1, apply in calculating the credits authorized
under Subsection (1).

(4) For purposes of this section:

(a) the base amount shall be calculated as provided in Sections 41(c) and 41(h),
Internal Revenue Code, as amended and in effect on the date specified in Section 59-10-111.1,
except that:

(i) the base amount does not include the calculation of the aternative incremental
credit provided for in Section 41(c)(4), Internal Revenue Code, as amended and in effect on the
date specified in Section 59-10-111.1;

(if) ataxpayer's gross receiptsinclude only those gross receli pts attributable to sources

within this state as provided in Chapter 7, Part 3, Allocation and Apportionment of Income --
Utah UDITPA Provisions; and
(iii) notwithstanding Section 41(c), Internal Revenue Code, as amended and in effect

on the date specified in Section 59-10-111.1, for purposes of calculating the base amount, a
taxpayer:

(A) may elect to be treated as a start-up company as provided in Section 41(c)(3)(B)
regardless of whether the taxpayer meets the requirements of Section 41(c)(3)(B)(i)(1) or (11);
and

(B) may not revoke an election to be treated as a start-up company under Subsection
(@ @(ii)(A);

(b) "basic research” is as defined in Section 41(e)(7), Internal Revenue Code, as
amended and in effect on the date specified in Section 59-10-111.1, except that the term
includes only basic research conducted in this state;

(c) "qualified research” is as defined in Section 41(d), Internal Revenue Code, as
amended and in effect on the date specified in Section 59-10-111.1, except that the term
includes only qualified research conducted in this state;

(d) "qualified research expenses’ is as defined and calculated in Section 41(b), Internal

Revenue Code, as amended and in effect on the date specified in Section 59-10-111.1, except
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that the term includes only those expenses incurred in conducting qualified research in this
state;

(e) notwithstanding the provisions of Section 41(h), Internal Revenue Code, as
amended and in effect on the date specified in Section 59-10-111.1, the credits provided for in
this section shall not terminate if the credits terminate under Section 41, Internal Revenue
Code, as amended and in effect on the date specified in Section 59-10-111.1; and

(f) notwithstanding the provisions of Sections 39 and 41(g), Internal Revenue Code, as

amended and in effect on the date specified in Section 59-10-111.1, governing the carry

forward and carry back of federal tax credits, if the amount of atax credit claimed by a
taxpayer under this section exceeds the taxpayer's tax liability under this chapter for ataxable
year, the amount of the credit exceeding the liability:

(i) may be carried forward for a period that does not exceed the next 14 taxable years;
and

(if) may not be carried back to ataxable year preceding the current taxable year.

(5) In accordance with Title 63, Chapter 46a, Utah Administrative Rulemaking Act, the
commission may make rules for purposes of this section prescribing a certification process for
qualified organizations to ensure that amounts paid to the qualified organizations are for basic
research conducted in this state.

(6) If afederal tax credit under Section 41, Internal Revenue Code, is modified or
repealed, the commission shall report the modification or repeal to the Tax Review
Commission within 60 days after the day on which the modification or repeal becomes
effective.

(7) (&) Except as provided in Subsection (7)(b), the Tax Review Commission shall
review the credits provided for in this section on or before the earlier of:

(i) October 1 of the year after the year in which the commission reports under
Subsection (6) amodification or repeal of afederal tax credit under Section 41, Interna
Revenue Code; or

(ii) October 1, 2004.

(b) Notwithstanding Subsection (7)(a), the Tax Review Commission is not required to
review the credits provided for in this section if the only modification to afederal tax credit
under Section 41, Internal Revenue Code, is the extension of the termination date provided for
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in Section 41(h), Internal Revenue Code.

(c) The Tax Review Commission shall addressin areview under this section the:

(i) cost of the credit;

(if) purpose and effectiveness of the credit;

(iii) whether the credit benefits the state; and

(iv) whether the credit should be:

(A) continued;

(B) modified; or

(C) repeded.

(d) If the Tax Review Commission reviews the credits provided for in this section, the
Tax Review Commission shall report its findings to the Revenue and Taxation Interim
Committee on or before the November interim meeting of the year in which the Tax Review
Commission reviews the credits.

Section 14. Section 59-10-132 is amended to read:

59-10-132. Creditsfor machinery, equipment, or both primarily used for
conducting qualified research or basic research -- Carry forward -- Commission to report
modification or repeal of federal credits-- Tax Review Commission study.

(1) Asusedinthis section:

(@) "Basic research” isas defined in Section 41(e)(7), Internal Revenue Code, as
amended and in effect on the date specified in Section 59-10-111.1, except that the term
includes only basic research conducted in this state.

(b) "Equipment” includes:

(i) computers,

(if) computer equipment; and

(iii) computer software.

(c) "Purchase price":

(i) includesthe cost of installing an item of machinery or equipment; and

(if) does not include sales or use taxes imposed on an item of machinery or equipment.

(d) "Qualified organization" is as defined in Section 41(e)(6), Internal Revenue Code,
as amended and in effect on the date specified in Section 59-10-111.1.

(e) "Qualified research" isas defined in Section 41(d), Internal Revenue Code, as
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amended and in effect on the date specified in Section 59-10-111.1, except that the term
includes only qualified research conducted in this state.

(2) () Except as provided in Subsection (2)(c), for taxable years beginning on or after
January 1, 1999, but beginning before December 31, 2010, a taxpayer shall qualify for the
following nonrefundable credits for the taxable year in which the machinery, equipment, or
both, meets the requirements of either Subsection (2)(a)(i) or (2)(a)(ii):

(i) acredit of 6% of the purchase price of either machinery, equipment, or both:

(A) purchased by the taxpayer during the taxable year;

(B) that is not exempt from sales or use taxes; and

(C) that isprimarily used to conduct qualified research in this state; and

(if) acredit of 6% of the purchase price paid by the taxpayer for either machinery,
equipment, or both:

(A) purchased by the taxpayer during the taxable year;

(B) that is not exempt from sales or use taxes;

(C) that isdonated to aqualified organization; and

(D) that is primarily used to conduct basic research in this state.

(b) If ataxpayer qualifying for a credit under Subsection (2)(a) seeksto clam the
credit, the taxpayer shall:

(i) claim the credit or a portion of the credit for the taxable year immediately following
the taxable year for which the taxpayer qualifies for the credit;

(if) carry the credit or a portion of the credit forward as provided in Subsection (5);

(iii) claim aportion of the credit and carry forward a portion of the credit as provided
in Subsections (2)(b)(i) and (ii).

(c) Notwithstanding Subsection (2)(a), if ataxpayer qualifiesfor a credit under
Subsection (2)(a) for a purchase of machinery, equipment, or both, the taxpayer may not claim
the credit or carry the credit forward if the machinery, equipment, or both, is primarily used to
conduct qualified research in the state for atime period that is less than 12 consecutive months.

(3) For purposes of claiming a credit under this section, a unitary group as defined in
Section 59-7-101 is considered to be one taxpayer.

(4) Notwithstanding the provisions of Section 41(h), Internal Revenue Code, as

amended and in effect on the date specified in Section 59-10-111.1, the credits provided for in
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this section shall not terminate if the credits terminate under Section 41, Internal Revenue
Code, as amended and in effect on the date specified in Section 59-10-111.1.
(5 Notwithstanding the provisions of Sections 39 and 41(g), Internal Revenue Code,

as amended and in effect on the date specified in Section 59-10-111.1, governing the carry

forward and carry back of federal tax credits, if the amount of atax credit claimed by a
taxpayer under this section exceeds a taxpayer's tax liability under this chapter for ataxable
year, the amount of the credit exceeding the liability:

(&) may be carried forward for a period that does not exceed the next 14 taxable years;
and

(b) may not be carried back to a taxable year preceding the current taxable year.

(6) In accordance with Title 63, Chapter 46a, Utah Administrative Rulemaking Act, the
commission may make rules for purposes of this section prescribing a certification process for
qualified organizations to ensure that either machinery, equipment, or both provided to the
qualified organization isto be primarily used to conduct basic research in this state.

(7) If afederal tax credit under Section 41, Internal Revenue Code, is modified or
repealed, the commission shall report the modification or repeal to the Tax Review
Commission within 60 days after the day on which the modification or repeal becomes
effective.

(8) (&) Except as provided in Subsection (8)(b), the Tax Review Commission shall
review the credits provided for in this section on or before the earlier of:

(i) October 1 of the year after the year in which the commission reports under
Subsection (7) amodification or repeal of afederal tax credit under Section 41, Interna
Revenue Code; or

(ii) October 1, 2004.

(b) Notwithstanding Subsection (8)(a), the Tax Review Commission is not required to
review the credits provided for in this section if the only modification to afederal tax credit
under Section 41, Internal Revenue Code, is the extension of the termination date provided for
in Section 41(h), Internal Revenue Code.

(c) The Tax Review Commission shall address in areview under this section the:

(i) cost of the credit;

(if) purpose and effectiveness of the credit;
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(iii) whether the credit benefits the state; and

(iv) whether the credit should be:

(A) continued;

(B) modified; or

(C) repeded.

(d) If the Tax Review Commission reviews the credits provided for in this section, the
Tax Review Commission shall report its findings to the Revenue and Taxation Interim
Committee on or before the November interim meeting of the year in which the Tax Review
Commission reviews the credits.

Section 15. Section 59-10-201.1 is amended to read:

59-10-201.1. State taxableincome of resident estate or trust defined.

The state taxable income of aresident estate or trust means its fixed federal taxable
income as defined in Subsections (a) and (b), Section 641, Internal Revenue Code, as amended
and in effect on the date specified in Section 59-10-111.1, as adjusted by Sections 59-10-202
and 59-10-209.

Section 16. Section 59-10-202 is amended to read:

59-10-202. Additionsto and subtractions from state taxable income of resident or
nonresident estate or trust.

(1) There shall be added to fixed federal taxable income of aresident or nonresident
estate or trust:

(@) the amount of any income tax imposed by this or any predecessor Utah individual
income tax law and the amount of any income tax imposed by the laws of another state, the
District of Columbia, or a possession of the United States, to the extent deducted from fixed
federal adjusted total income [astefinedHn-Seetion-62Hternal-Revente-Code;] in determining
fixed federal taxable income;

(b) alump sum distribution allowable as a deduction under Section 402(d)(3) [ef-the],

Internal Revenue Code, as amended and in effect on the date specified in Section 59-10-111.1,
to the extent deductible under Section 62(a)(8) [efthe], Internal Revenue Code, as amended

and in effect on the date specified in Section 59-10-111.1, in determining fixed federal adjusted
gross income; and
(c) the amount of any gain as defined in Section 644(b) [efthe], Internal Revenue
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Code, as amended and in effect on the date specified in Section 59-10-111.1, to the extent
deductible under Section 641(c) [efthe], Internal Revenue Code, as amended and in effect on

the date specified in Section 59-10-111.1, in determining the fixed federal taxable income of a
trust.

(2) There shall be subtracted from fixed federal taxable income of aresident or
nonresident estate or trust:

() theinterest or dividends on obligations or securities of the United States and its
possessions or of any authority, commission, or instrumentality of the United States, to the
extent includable in fixed federal adjusted gross income for federal income tax purposes but

exempt from state income taxes under the laws of the United States, but the amount subtracted
under this Subsection (2) shall be reduced by any interest on indebtedness incurred or
continued to purchase or carry the obligations or securities described in this Subsection (2), and
by any expenses incurred in the production of interest or dividend income described in this
Subsection (2) to the extent that such expenses, including amortizable bond premiums, are
deductible in determining fixed federal taxable income;

(b) 1/2 of the net amount of any income tax paid or payable to the United States after
al allowable fixed federal tax credits, as per the United States fiduciary income tax return of

the taxpayer for the same taxable year; and

(c) income of an irrevocable resident trust if:

(i) theincome would not be treated as state taxable income derived from Utah sources
under Section 59-10-204 if received by a nonresident trust;

(i) thetrust first became aresident trust on or after January 1, 2004,

(iif) no assets of the trust were held, at any time after January 1, 2003, in another
resident irrevocable trust created by the same settlor or the spouse of the same settlor;

(iv) thetrustee of thetrust isatrust company as defined in Subsection 7-5-1(1)(d);

(v) the amount subtracted under this Subsection (2) is reduced to the extent the settlor
or any other person istreated as an owner of any portion of the trust under Subtitle A,
Subchapter J, Subpart E of the Internal Revenue Code; and

(vi) the amount subtracted under this Subsection (2) is reduced by any interest on
indebtedness incurred or continued to purchase or carry the assets generating the income
described in this Subsection (2), and by any expenses incurred in the production of income
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described in this Subsection (2), to the extent that those expenses, including amortizable bond
premiums, are deductible in determining federal taxable income.

Section 17. Section 59-10-204 is amended to read:

59-10-204. State taxable income of nonresident estate or trust defined.

The state taxable income of a nonresident estate or trust shall be its fixed federal
taxable income as defined in Section 59-10-201.1, derived from Utah sources determined in
accordance with the principles of Section 59-10-117, and adjusted as provided in Section
59-10-207.

Section 18. Section 59-10-303 is amended to read:

59-10-303. Nonresident's share of partnership income.

(1) Indetermining the fixed federal adjusted grossincome of a nonresident partner of
any partnership, there shall be included only that part derived from or connected with sources
in this state of the partner's distributive share of items of partnership income, gain, loss, and
deduction entering into [his] the partner's fixed federal adjusted grossincome, as such part is

determined under rules prescribed by the commission in accordance with the general rulesin
Section 59-10-116.

(2) In determining the sources of a nonresident partner's income, no effect shall be
given to a provision in the partnership agreement which:

() characterizes payments to the partner as being for services or for the use of capital,
or allocates to the partner, asincome or gain from sources outside this state, a greater
proportion of hisdistributive share of partnership income or gain than the ratio of partnership
income or gain from sources outside this state to partnership income or gain from all sources,
except as authorized in Subsection (4);

(b) allocates to the partner a greater proportion of a partnership item of loss or
deduction connected with sources in this state than [his] the partner's proportionate share, for
federal income tax purposes, pursuant to the Internal Revenue Code, as amended and in effect

on the date specified in Section 59-10-111.1, of partnership loss or deduction generally, except
as authorized in Subsection (4).

(3) Any modification described in Section 59-10-114 that relates to an item of
partnership income, gain, loss, or deduction, shall be made in accordance with the partner's

distributive share for federal income tax purposes, pursuant to the Internal Revenue Code, as
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amended and in effect on the date specified in Section 59-10-111.1, of the item to which the
modification relates, but limited to the portion of such item derived from or connected with

sources in this state.

(4) The commission may, on application, authorize the use of such other methods of
determining a nonresident partner's portion of partnership items derived from or connected
with sourcesin this state, and the modifications related thereto, as may be appropriate and
equitable, on such terms and conditions as it may require.

(5) A nonresident partner's distributive share of items of income, gain, loss, or
deduction shall be determined under Subsection 59-10-302(2). The character of partnership
items for a nonresident partner shall also be determined under Subsection 59-10-302(1).

Section 19. Section 59-10-529 is amended to read:

59-10-529. Overpayment of tax -- Credits -- Refunds.

(1) In cases where there has been an overpayment of any tax imposed by this chapter,
the amount of overpayment is credited as follows:

(a) against any income tax then due from the taxpayer;

(b) against:

(i) theamount of any judgment against the taxpayer, including one ordering the
payment of afine or of restitution to avictim under Title 77, Chapter 38a, Crime Victims
Restitution Act, obtained through due process of law by any entity of state government; or

(i) any child support obligation which is due or past due, as determined by the Office
of Recovery Servicesin the Department of Human Services and after notice and an opportunity
for an adjudicative proceeding, as provided in Subsection (2); or

(c) ashail, to ensure the appearance of the taxpayer before the appropriate authority to
resolve an outstanding warrant against the taxpayer for which bail is due, if a court of
competent jurisdiction has not approved an aternative form of payment. This bail may be
applied to any fine or forfeiture which is due and related to a warrant which is outstanding on
or after February 16, 1984, and in accordance with Subsections (3) and (4).

(2) (a) Subsection (1)(b)(ii) may be exercised only if the Office of Recovery Services
has sent written notice to the taxpayer's last-known address or the address on file under Section
62A-11-304.4, stating:

(i) the amount of child support that is due or past due as of the date of the notice or

-36 -



1113
1114
1115
1116
1117
1118
1119
1120
1121
1122
1123
1124
1125
1126
1127
1128
1129
1130
1131
1132
1133
1134
1135
1136
1137
1138
1139
1140
1141
1142
1143

12-15-03 2:47 PM H.B. 27

other specified date;

(i) that any overpayment shall be applied to reduce the amount of due or past-due child
support specified in the notice; and

(iii) that the taxpayer may contest the amount of past-due child support specified in the
notice by filing awritten request for an adjudicative proceeding with the office within 15 days
of the notice being sent.

(b) The Office of Recovery Services shall establish rules to implement this Subsection
(2), including procedures, in accordance with the other provisions of this section, to ensure
prompt reimbursement to the taxpayer of any amount of an overpayment of taxes which was
credited against a child support obligation in error, and to ensure prompt distribution of
properly credited funds to the obligee parent.

(3) Subsection (1)(c) may be exercised only if:

(a) acourt hasissued awarrant for the arrest of the taxpayer for failure to post bail,
appear, or otherwise satisfy the terms of a citation, summons, or court order; and

(b) anotice of intent to apply the overpayment as bail on the issued warrant has been
sent to the person's current address on file with the commission.

(4) (8 The commission shall deliver the overpayment applied as bail to the court that
issued the warrant of arrest. The clerk of the court is authorized to endorse the check or
commission warrant of payment on behalf of the payees and deposit the monies in the court
treasury.

(b) The court receiving the overpayment applied as bail shall order withdrawal of the
warrant for arrest of the taxpayer if the case is one for which a personal appearance of the
taxpayer is not required and if the dollar amount of the overpayment represents the full dollar
amount of bail. In all other cases, the court receiving the overpayment applied as bail is not
required to order the withdrawal of the warrant of arrest of the taxpayer during the 40-day
period, and the taxpayer may be arrested on the warrant. However, the bail amount shall be
reduced by the amount of tax overpayment received by the court.

(c) If the taxpayer fails to respond to the notice described in Subsection (3), or to
resolve the warrant within 40 days after the notice was sent under that subsection, the
overpayment applied as bail isforfeited and notice of the forfeiture shall be mailed to the
taxpayer at the current address on file with the commission. The court may then issue another
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warrant or allow the original warrant to remain in forceif:

(i) thetaxpayer has not complied with an order of the court;

(i) the taxpayer has failed to appear and respond to a criminal charge for which a
personal appearance isrequired; or

(iii) the taxpayer has paid partial but not full bail in a case for which a personal
appearance is not required.

(5) If the dleged violations named in the warrant are later resolved in favor of the
taxpayer, the bail amount shall be remitted to the taxpayer.

(6) Any balance shall be refunded immediately to the taxpayer.

(7) (@) If arefund or credit is due because the amount of tax deducted and withheld
from wages exceeds the actual tax due, arefund or credit may not be made or allowed unless
the taxpayer or hislegal representative files with the commission atax return claiming the
refund or credit:

(i) within three years from the due date of the return, plus the period of any extension
of time for filing the return provided for in Subsection (7)(c); or

(if) within two years from the date the tax was paid, whichever period is|ater.

(b) Except as provided in Subsection (7)(d), in other instances where arefund or credit
of tax which has not been deducted and withheld from income is due, a credit or refund may
not be allowed or made after three years from the time the tax was paid, unless, before the
expiration of the period, aclaim isfiled by the taxpayer or hislegal representative.

(c) Beginning on July 1, 1998, the commission shall extend the period for ataxpayer to
file aclaim under Subsection (7)(a)(i) if:

(i) thetime period for filing a claim under Subsection (7)(a) has not expired; and

(if) the commission and the taxpayer sign awritten agreement:

(A) authorizing the extension; and

(B) providing for the length of the extension.

(d) Notwithstanding Subsection (7)(b), beginning on July 1, 1998, the commission
shall extend the period for ataxpayer to file a claim under Subsection (7)(b) if:

(i) thethree-year period under Subsection (7)(b) has not expired; and

(if) the commission and the taxpayer sign a written agreement:

(A) authorizing the extension; and
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1175 (B) providing for the length of the extension.

1176 (8 Thefine and bail forfeiture provisions of this section apply to all warrants and fines
1177  issued in cases charging the taxpayer with afelony, a misdemeanor, or an infraction described
1178 inthis section which are outstanding on or after February 16, 1984.

1179 (9) If theamount allowable as a credit for tax withheld from the taxpayer exceeds the
1180 tax to which the credit relates, the excess is considered an overpayment.

1181 (20) A claim for credit or refund of an overpayment which is attributable to the

1182  application to the taxpayer of a net operating loss carryback shall be filed within three years
1183  from the time the return was due for the taxable year of the loss.

1184 (11) If there has been an overpayment of the tax which is required to be deducted and
1185  withheld under Section 59-10-402, arefund shall be made to the employer only to the extent
1186 that the amount of overpayment was not deducted and withheld by the employer.

1187 (12) If thereisno tax liability for a period in which an amount is paid asincome tax,
1188 the amount is an overpayment.

1189 (13) If anincometax is assessed or collected after the expiration of the applicable
1190 period of limitation, that amount is an overpayment.

1191 (14) (a) If ataxpayer isrequired to report a change or correction in federal taxable
1192  income reported on [kis] the taxpayer's federal income tax return that changes the taxpayer's

1193 fixed federal taxable income, or to report a change or correction which is treated in the same

1194  manner asif it were an overpayment for federal income tax purposes, or to file an amended
1195  return with the commission, a claim for credit or refund of any resulting overpayment of tax
1196  shall befiled by the taxpayer within two years from the date the notice of the change,

1197  correction, or amended return was required to be filed with the commission.

1198 (b) If the report or amended return is not filed within 90 days, interest on any resulting
1199 refund or credit ceases to accrue after the 90-day period.

1200 (c) The amount of the credit or refund may not exceed the amount of the reductionin
1201 tax attributable to the federal change, correction, or items amended on the taxpayer's amended
1202  federal income tax return.

1203 (d) Except as specifically provided, this section does not affect the amount or the time
1204  within which aclaim for credit or refund may be filed.
1205 (15) No credit or refund may be allowed or made if the overpayment is less than $1.
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(16) The amount of the credit or refund may not exceed the tax paid during the three
years immediately preceding the filing of the claim, or if no claimisfiled, then during the three
years immediately preceding the allowance of the credit or refund.

(17) Inthe case of an overpayment of tax by the employer under the withholding
provisions of this chapter, arefund or credit shall be made to the employer only to the extent
that the amount of the overpayment was not deducted and withheld from wages under the
provisions of this chapter.

(18) If ataxpayer who is entitled to arefund under this chapter dies, the commission
may make payment to the duly appointed executor or administrator of the taxpayer's estate. If
there is no executor or administrator, payment may be made to those persons who establish
entitlement to inherit the property of the decedent in the proportions set out in Title 75, Utah
Uniform Probate Code.

(19) Where an overpayment relates to adjustments to net income referred to in
Subsection 59-10-536(3)(c), credit may be allowed or arefund paid any time before the
expiration of the period within which a deficiency may be assessed.

(20) An overpayment of atax imposed by this chapter shall accrue interest at the rate
and in the manner prescribed in Section 59-1-402.

Section 20. Section 59-10-536 is amended to read:

59-10-536. Limitationson assessment and collection.

(1) Except as otherwise provided in this section, the amount of any tax imposed by this
chapter shall be assessed within three years after the return was filed (whether or not such
return was filed on or after the date prescribed), and no proceeding in court without assessment
for the collection of such tax shall be begun after the expiration of such period.

(2) For purposes of this section:

(&) A return of tax imposed by this chapter, except withholding tax, filed before the last
day prescribed by statute or by rules promulgated pursuant to statute for the filing thereof, shall
be deemed to be filed on such last day.

(b) If areturn of withholding tax for any period ending with or within a calendar year is
filed before April 15 of the succeeding calendar year, such return shall be deemed to befiled on
April 15 of such succeeding calendar year.

(3) Thetax may be assessed at any time if:
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(&) noreturnisfiled;

(b) afalseor fraudulent returnisfiled with intent to evade tax; or

(c) areturn for the taxpayer is prepared by the commission in accordance with Section
59-10-506.

(4) If, before the expiration of the time prescribed in this section for the assessment of
tax, both the commission and the taxpayer have consented in writing to its assessment after
such time, the tax may be assessed at any time prior to the expiration of the period agreed upon.
The period so agreed upon may be extended by subsequent agreements in writing made before
the expiration of the period previously agreed upon.

(5) (@ If achangeismadein ataxpayer's net income on his or her federal income tax
return, either because the taxpayer has filed an amended return or because of an action by the
federal government, the taxpayer must notify the commission within 90 days after the final
determination of such change. The taxpayer shall file a copy of the amended federal return and
an amended state return which conforms to the changes on the federa return. No notification
isrequired of changes in the taxpayer's federal income tax return which do not affect state tax
liability.

(b) The commission may assess any deficiency in state income taxes within three years
after such report or amended return was filed. The amount of such assessment of tax shall not
exceed the amount of the increase in Utah tax attributable to such federal change or correction.
The provisions of this Subsection (5)(b) do not affect the time within which or the amount for
which an assessment may otherwise be made. However, if the taxpayer fails to report to the
commission the correction specified in this Subsection (5)(b) the assessment may be made at
any time within six years after the date of said correction.

(6) If adeficiency in federal income tax required to be reported is attributable to the
application to the taxpayer of a net operating loss carryback within the meaning of Section
6501(h) of the Internal Revenue Code, the corresponding deficiency in the tax imposed by this
chapter may be assessed at any time before the expiration of the period within which a
deficiency for the taxable year of the net operating loss giving rise to the carryback may be
assessed.

(7) An erroneous refund shall be considered an underpayment of tax on the date made,
and an assessment of a deficiency arising out of an erroneous refund may be made at any time
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within three years from the time the refund was made, except that the assessment may be made
within five years from the time the refund was made if it appears that any part of the refund
was induced by fraud or misrepresentation of a materia fact.

(8) If areturnisrequired for a decedent or for his estate during the period of
administration, the tax shall be assessed within 18 months after written request therefor (made
after the return isfiled) by the executor, administrator, or other person representing the estate
of such decedent, but not more than three years after the time the return was filed, except as
otherwise provided in Subsections (3) through (9).

(9) The amount of any tax imposed by this chapter may be assessed at any time within
Six years after the time the return wasfiled if:

(@) aresident individual, estate, or trust omits from fixed federal adjusted gross income
[asteported-for-federab-ncome-taxparposes| an amount properly includable therein whichisin
excess of 25% of the amount of fixed federal adjusted gross income stated in the return; or

(b) anonresident individual, estate, or trust omits from fixed federal adjusted gross
income as reported for federal income tax purposes an amount of fixed federal adjusted gross
income derived from Utah sources as defined by Section 59-10-117, properly includable
therein, which isin excess of 25% of the amount of fixed federal adjusted grossincome

derived from Utah sources which is reflected in such return. For the purposes of this
Subsection (9)(b) there may not be taken into account any amount which is omitted in the
return if such amount is disclosed in the return, or in a statement attached to the return, in a
manner adequate to apprise the commission of the nature and amount of such item.

(10) The running of the period of limitations on assessments or collection of tax or
other amount [{]or of atransferee's liability[}] shall, after the mailing of a notice of deficiency,
be suspended for the period during which the commission is prohibited from making the
assessment or from collecting by levy.

Section 21. Section 59-10-543 is amended to read:

59-10-543. Burden of proof.

In any proceeding before the commission under this chapter, the burden of proof shall
be upon the petitioner except for the following issues, as to which the burden of proof shall be
upon the commission:

(1) whether the petitioner has been guilty of fraud with intent to evade tax;
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1299 (2) whether the petitioner is liable as the transferee of property of ataxpayer, but not to
1300 show that the taxpayer was liable for the tax; and

1301 (3) whether the petitioner isliable for any increase in a deficiency where such increase
1302 isassertedinitially after anotice of deficiency was mailed and a petition under [Fitte-59;]

1303  Chapter 1, Part 5, Petitions for Redetermination of Deficiencies, isfiled, unless such increase

1304 indeficiency isthe result of achange or correction of fixed federal taxable income required to
1305 bereported, and of which change or correction the commission had no notice at the time it
1306 mailed the notice of deficiency.

1307 Section 22. Retrospective operation.
1308 This bills has retrospective operation for taxable years beginning on or after January 1,
1309 2004.

L egidative Review Note
asof 11-13-03 1:56 PM

A limited legal review of thislegidation raises no obvious constitutional or statutory concerns.
Office of L egidative Research and General Counsel

Interim Committee Note
as of 12-10-03 12:02 PM

The Revenue and Taxation Interim Committee recommended this bill.



