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Representative Ron Bigelow proposes the following substitute bill:

EDUCATION FUND CONFORMING

AMENDMENTS

2007 GENERAL SESSION
STATE OF UTAH

Chief Sponsor: Ron Bigelow

Senate Sponsor:

LONG TITLE

General Description:

This bill modifies sections of the Utah Code to reflect changes necessary because of the

creation of the Education Fund.
Highlighted Provisions:
This bill:
» modifies sections to ensure the appropriate deposits and transfers into, and

appropriations and transfers from, the Education Fund; and

» adjusts the definitions in the State Appropriations and Tax Limitation Act to ensure

that the exemption for public education expenditures is preserved.
Monies Appropriated in this Bill:
None
Other Special Clauses:
None
Utah Code Sections Affected:
AMENDS:
53A-16-101, as last amended by Chapter 166, Laws of Utah 2005
59-7-532, as renumbered and amended by Chapter 169, Laws of Utah 1993
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59-7-614, as last amended by Chapter 223, Laws of Utah 2006

59-7-614.1, as enacted by Chapter 312, Laws of Utah 2003

59-10-544, as renumbered and amended by Chapter 2, Laws of Utah 1987
59-10-1005, as last amended by Chapter 2, Laws of Utah 2006, Fourth Special Session
59-10-1014, as renumbered and amended by Chapter 223, Laws of Utah 2006
59-10-1105, as renumbered and amended by Chapter 223, Laws of Utah 2006
63-38-2.6, as enacted by Chapter 88, Laws of Utah 2003

63-38-9, as last amended by Chapter 16, Laws of Utah 2003

63-38c-103, as last amended by Chapter 1, Laws of Utah 2005, First Special Session

Be it enacted by the Legislature of the state of Utah:

Section 1. Section S3A-16-101 is amended to read:

53A-16-101. Uniform School Fund -- Contents -- Interest and Dividends Account.

(1) The Uniform School Fund established by Utah Constitution, Article X, Section 5,
consists of:

(a) interest and dividends derived from the investment of monies in the permanent
State School Fund established by Utah Constitution, Article X, Section 5;

(b) money transferred to the fund pursuant to Title 67, Chapter 4a, Unclaimed Property
Act;

(c) revenue from the sale of forfeited property as provided by [Fitle 24, Chapter+;
Ytahr UntformForfeiture ProceduresAct] Sections 76-10-1107, 76-10-1108, and 76-10-1603.5;

and

(d) all other constitutional or legislative allocations to the fund, including revenues

received [unde

system| by donation.
(2) (a) There is created within the Uniform School Fund a restricted account known as

the Interest and Dividends Account.
(b) The Interest and Dividends Account consists of:
(1) interest and dividends derived from the investment of monies in the permanent State

School Fund referred to in Subsection (1)(a); and
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(i1) interest on account monies.

(3) (a) Upon appropriation by the Legislature, monies from the Interest and Dividends
Account shall be used for the School LAND Trust Program as provided in Section
53A-16-101.5.

(b) The Legislature may appropriate any remaining balance for the support of the
public education system.

Section 2. Section 5§9-7-532 is amended to read:

59-7-532. Revenue received by commission -- Deposit with state treasurer --
Distribution or crediting to Education Fund -- Refund claim payments.

(1) All revenue collected or received by the commission under this chapter shall be
deposited daily with the state treasurer. Such revenue, subject to the refund provisions of this
section, shall be periodically distributed or credited to the [Untform-Schoot] Education Fund.

(2) The commission shall from time to time certify to the state auditor the amount of
any refund authorized by it, the amount of interest computed on it under the provisions of
Section 59-7-533, from whom the tax to be refunded was collected, or by whom it was paid,
and such refund claims shall be paid in order out of the funds first accruing to the [Bntform
Schoot] Education Fund from the provisions of this section.

Section 3. Section 59-7-614 is amended to read:

59-7-614. Renewable energy systems tax credit -- Definitions -- Limitations --
State tax credit in addition to allowable federal credits -- Certification -- Rulemaking
authority -- Reimbursement of Education Fund.

(1) As used in this section:

(a) "Active solar system":

(1) means a system of equipment capable of collecting and converting incident solar
radiation into thermal, mechanical, or electrical energy, and transferring these forms of energy
by a separate apparatus to storage or to the point of use; and

(i1) includes water heating, space heating or cooling, and electrical or mechanical
energy generation.

(b) "Biomass system" means any system of apparatus and equipment capable of
converting organic plant, wood, or waste products into electrical and thermal energy and

transferring these forms of energy by a separate apparatus to the point of use or storage.
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(c) "Business entity" means any sole proprietorship, estate, trust, partnership,
association, corporation, cooperative, or other entity under which business is conducted or
transacted.

(d) "Commercial energy system" means any active solar, passive solar, wind,
hydroenergy, or biomass system used to supply energy to a commercial unit or as a commercial
enterprise.

(e) "Commercial enterprise" means a business entity whose purpose is to produce
electrical, mechanical, or thermal energy for sale from a commercial energy system.

(f) (i) "Commercial unit" means any building or structure which a business entity uses
to transact its business except as provided in Subsection (1)(f)(ii); and

(i1) (A) in the case of an active solar system used for agricultural water pumping or a
wind system, each individual energy generating device shall be a commercial unit; and

(B) if an energy system is the building or structure which a business entity uses to
transact its business, a commercial unit is the complete energy system itself.

(g) "Hydroenergy system" means a system of apparatus and equipment capable of
intercepting and converting kinetic water energy into electrical or mechanical energy and
transferring this form of energy by separate apparatus to the point of use or storage.

(h) "Individual taxpayer" means any person who is a taxpayer as defined in Section
59-10-103 and an individual as defined in Section 59-10-103.

(i) "Passive solar system":

(i) means a direct thermal system which utilizes the structure of a building and its
operable components to provide for collection, storage, and distribution of heating or cooling
during the appropriate times of the year by utilizing the climate resources available at the site;
and

(i1) includes those portions and components of a building that are expressly designed
and required for the collection, storage, and distribution of solar energy.

(j) "Residential energy system" means any active solar, passive solar, wind, or
hydroenergy system used to supply energy to or for any residential unit.

(k) "Residential unit" means any house, condominium, apartment, or similar dwelling
unit which serves as a dwelling for a person, group of persons, or a family but does not include

property subject to a fee under:
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(1) Section 59-2-404;

(i1) Section 59-2-405;

(iii) Section 59-2-405.1;

(iv) Section 59-2-405.2; or

(v) Section 59-2-405.3.

(I) "Utah Geological Survey" means the Utah Geological Survey established in Section
63-73-5.

(m) "Wind system" means a system of apparatus and equipment capable of intercepting
and converting wind energy into mechanical or electrical energy and transferring these forms of
energy by a separate apparatus to the point of use or storage.

(2) (a) (1) For taxable years beginning on or after January 1, 2001, but beginning on or
before December 31, 2006, a business entity that purchases and completes or participates in the
financing of a residential energy system to supply all or part of the energy required for a
residential unit owned or used by the business entity and situated in Utah is entitled to a tax
credit as provided in this Subsection (2)(a).

(i1) (A) A business entity is entitled to a tax credit equal to 25% of the costs of a
residential energy system installed with respect to each residential unit it owns or uses,
including installation costs, against any tax due under this chapter for the taxable year in which
the energy system is completed and placed in service.

(B) The total amount of the credit under this Subsection (2)(a) may not exceed $2,000
per residential unit.

(C) The credit under this Subsection (2)(a) is allowed for any residential energy system
completed and placed in service on or after January 1, 2001, but on or before December 31,
2006.

(111) If a business entity sells a residential unit to an individual taxpayer prior to making
a claim for the tax credit under this Subsection (2)(a), the business entity may:

(A) assign its right to this tax credit to the individual taxpayer; and

(B) if the business entity assigns its right to the tax credit to an individual taxpayer
under Subsection (2)(a)(iii)(A), the individual taxpayer may claim the tax credit as if the
individual taxpayer had completed or participated in the costs of the residential energy system
under Section 59-10-1014.
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(b) (i) For taxable years beginning on or after January 1, 2001, but beginning on or
before December 31, 2006, a business entity that purchases or participates in the financing of a
commercial energy system is entitled to a tax credit as provided in this Subsection (2)(b) if:

(A) the commercial energy system supplies all or part of the energy required by
commercial units owned or used by the business entity; or

(B) the business entity sells all or part of the energy produced by the commercial
energy system as a commercial enterprise.

(i1) (A) A business entity is entitled to a tax credit equal to 10% of the costs of any
commercial energy system installed, including installation costs, against any tax due under this
chapter for the taxable year in which the commercial energy system is completed and placed in
service.

(B) The total amount of the credit under this Subsection (2)(b) may not exceed $50,000
per commercial unit.

(C) The credit under this Subsection (2)(b) is allowed for any commercial energy
system completed and placed in service on or after January 1, 2001, but on or before December
31, 2006.

(ii1)) A business entity that leases a commercial energy system installed on a
commercial unit is eligible for the tax credit under this Subsection (2)(b) if the lessee can
confirm that the lessor irrevocably elects not to claim the credit.

(iv) Only the principal recovery portion of the lease payments, which is the cost
incurred by a business entity in acquiring a commercial energy system, excluding interest
charges and maintenance expenses, is eligible for the tax credit under this Subsection (2)(b).

(v) A business entity that leases a commercial energy system is eligible to use the tax
credit under this Subsection (2)(b) for a period no greater than seven years from the initiation
of the lease.

(c) (1) A tax credit under this section may be claimed for the taxable year in which the
energy system is completed and placed in service.

(i) Additional energy systems or parts of energy systems may be claimed for
subsequent years.

(iii) If the amount of a tax credit under this section exceeds a business entity's tax

liability under this chapter for a taxable year, the amount of the credit exceeding the liability
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may be carried over for a period which does not exceed the next four taxable years.

(3) (a) The tax credits provided for under Subsection (2) are in addition to any tax
credits provided under the laws or rules and regulations of the United States.

(b) (i) The Utah Geological Survey may set standards for residential and commercial
energy systems that cover the safety, reliability, efficiency, leasing, and technical feasibility of
the systems to ensure that the systems eligible for the tax credit use the state's renewable and
nonrenewable energy resources in an appropriate and economic manner.

(i1) A tax credit may not be taken under Subsection (2) until the Utah Geological
Survey has certified that the energy system has been completely installed and is a viable system
for saving or production of energy from renewable resources.

(c) The Utah Geological Survey and the commission are authorized to promulgate rules
in accordance with Title 63, Chapter 46a, Utah Administrative Rulemaking Act, which are
necessary to implement this section.

(d) The [UniformSchoot] Education Fund shall be reimbursed by transfers from the
General Fund for any credits taken under this section.

Section 4. Section §9-7-614.1 is amended to read:

59-7-614.1. Refundable tax credit for hand tools used in farming operations --
Procedures for refund -- Transfers from General Fund to Uniform School Fund --
Rulemaking authority.

(1) For taxable years beginning on or after January 1, 2004, a taxpayer may claim a
refundable tax credit:

(a) as provided in this section;

(b) against taxes otherwise due under this chapter; and

(c) in an amount equal to the amount of tax the taxpayer pays:

(i) on a purchase of a hand tool:

(A) if the purchase is made on or after July 1, 2004;

(B) if the hand tool is used or consumed primarily and directly in a farming operation
in the state; and

(C) if the unit purchase price of the hand tool is more than $250; and

(i1) under Chapter 12, Sales and Use Tax Act, on the purchase described in Subsection

(D))
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(2) A taxpayer:

(a) shall retain the following to establish the amount of tax the resident or nonresident
individual paid under Chapter 12, Sales and Use Tax Act, on the purchase described in
Subsection (1)(c)(i):

(i) areceipt;

(i1) an invoice; or

(ii1) a document similar to a document described in Subsection (2)(a)(i) or (ii); and

(b) may not carry forward or carry back a tax credit under this section.

(3) (a) In accordance with any rules prescribed by the commission under Subsection
(3)(b), the commission shall:

(1) make a refund to a taxpayer that claims a tax credit under this section if the amount
of the tax credit exceeds the taxpayer's tax liability under this chapter; and

(i1) transfer at least annually from the General Fund into the [UntformSchoot]
Education Fund an amount equal to the amount of tax credit claimed under this section.

(b) In accordance with Title 63, Chapter 46a, Utah Administrative Rulemaking Act, the
commission may make rules providing procedures for making:

(i) arefund to a taxpayer as required by Subsection (3)(a)(1); or

(i1) transfers from the General Fund into the [UniformSechoot] Education Fund as
required by Subsection (3)(a)(ii).

Section 5. Section 59-10-544 is amended to read:

59-10-544. General powers and duties of the commission.

(1) The commission shall administer and enforce the tax herein imposed for which
purpose it may divide the state into districts in each of which a branch office of the commission
may be maintained. A county may not be divided in forming a district.

(2) The commission may designate agents for the purpose of collecting income taxes
and shall require from each of them an adequate bond.

(3) The commission, for the purpose of ascertaining the correctness of any return or for
the purpose of making an estimate of taxable income of any person where information has been
obtained, may examine or cause to have examined, by any agent or representative designated
by it for that purpose, any books, papers, records, or memoranda bearing upon the matters

required to be included in the return, and may require the attendance of the person rendering
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the return or any officer or employee of such person, or the attendance of any other person
having knowledge in the premises, and may take testimony and require proof material for its
information.

(4) All revenue collected or received by the commission under this chapter shall be
deposited daily with the state treasurer. The balance of such revenue, subject to the provisions
of Sections 59-10-529 and 59-10-531 (relating to refunds), shall be periodically distributed and
credited to the [Untform-Schoot] Education Fund. Refunds shall be made by the commission,
and if not claimed within two years from the date of issuance shall revert to the state to be
credited to the [Bntform-Schoot] Education Fund, and no further claims may be made upon the
commission for the amounts of such refunds.

Section 6. Section 59-10-1005 is amended to read:

59-10-1005. Tax credit for at-home parent.

(1) Asused in this section:

(a) "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;

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

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

(b) "Parent" means an individual who:

(1) is the biological mother or father of a qualifying child;

(i1) is the stepfather or stepmother of a qualifying child;

(1i1) (A) legally adopts a qualifying child; or

(B) has a qualifying child placed in the individual's home:

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

(II) for the purpose of legally adopting the child;
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(iv) i1s a foster parent of a qualifying child; or

(v) is alegal guardian of a qualifying child.

(¢) "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 tax credit is claimed.

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

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

(b) the adjusted gross income of all of the claimants filing the individual income tax
return is less than or equal to $50,000.

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

(4) Tt is the intent 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
[UntformrSchoot] Education Fund revenues expended to provide for the tax credit under this
section.

Section 7. Section 59-10-1014 is amended to read:

59-10-1014. Renewable energy systems tax credit -- Definitions -- Limitations --
State tax credit in addition to allowable federal credits -- Certification -- Rulemaking
authority -- Reimbursement of Education Fund.

(1) As used in this part:

(a) "Active solar system":

(i) means a system of equipment capable of collecting and converting incident solar
radiation into thermal, mechanical, or electrical energy, and transferring these forms of energy
by a separate apparatus to storage or to the point of use; and

(i1) includes water heating, space heating or cooling, and electrical or mechanical
energy generation.

(b) "Biomass system" means any system of apparatus and equipment capable of
converting organic plant, wood, or waste products into electrical and thermal energy and

transferring these forms of energy by a separate apparatus to the point of use or storage.

- 10 -
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(c) "Business entity" means any entity under which business is conducted or transacted.

(d) "Commercial energy system" means any active solar, passive solar, wind,
hydroenergy, or biomass system used to supply energy to a commercial unit or as a commercial
enterprise.

(e) "Commercial enterprise" means a business entity whose purpose is to produce
electrical, mechanical, or thermal energy for sale from a commercial energy system.

(f) (i) "Commercial unit" means any building or structure which a business entity uses
to transact its business, except as provided in Subsection (1)(f)(ii); and

(i1) (A) 1in the case of an active solar system used for agricultural water pumping or a
wind system, each individual energy generating device shall be a commercial unit; and

(B) if an energy system is the building or structure which a business entity uses to
transact its business, a commercial unit is the complete energy system itself.

(g) "Hydroenergy system" means a system of apparatus and equipment capable of
intercepting and converting kinetic water energy into electrical or mechanical energy and
transferring this form of energy by separate apparatus to the point of use or storage.

(h) "Passive solar system":

(i) means a direct thermal system which utilizes the structure of a building and its
operable components to provide for collection, storage, and distribution of heating or cooling
during the appropriate times of the year by utilizing the climate resources available at the site;
and

(i1) includes those portions and components of a building that are expressly designed
and required for the collection, storage, and distribution of solar energy.

(1) "Residential energy system" means any active solar, passive solar, wind, or
hydroenergy system used to supply energy to or for any residential unit.

(j) "Residential unit" means any house, condominium, apartment, or similar dwelling
unit which serves as a dwelling for a person, group of persons, or a family but does not include
property subject to a fee under:

(i) Section 59-2-404;

(i1) Section 59-2-405;

(iii) Section 59-2-405.1;

(iv) Section 59-2-405.2; or

-11 -
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(v) Section 59-2-405.3.

(k) "Utah Geological Survey" means the Utah Geological Survey established in Section
63-73-5.

(I) "Wind system" means a system of apparatus and equipment capable of intercepting
and converting wind energy into mechanical or electrical energy and transferring these forms of
energy by a separate apparatus to the point of use or storage.

(2) For taxable years beginning on or after January 1, 2001, but beginning on or before
December 31, 2006, a claimant, estate, or trust may claim a nonrefundable tax credit as
provided in this section if:

(a) aclaimant, estate, or trust that is not a business entity purchases and completes or
participates in the financing of a residential energy system to supply all or part of the energy for
the claimant's, estate's, or trust's residential unit in the state; or

(b) (1) aclaimant, estate, or trust that is a business entity sells a residential unit to
another claimant, estate, or trust that is not a business entity prior to making a claim for a tax
credit under Subsection (6) or Section 59-7-614; and

(i1) the claimant, estate, or trust that is a business entity assigns its right to the tax credit
to the claimant, estate, or trust that is not a business entity as provided in Subsection (6)(c) or
Subsection 59-7-614(2)(a)(iii).

(3) (a) The tax credit described in Subsection (2) is equal to 25% of the costs of the
energy system, including installation costs, against any income tax liability of the claimant,
estate, or trust under this chapter for the taxable year in which the residential energy system is
completed and placed in service.

(b) The total amount of the tax credit under this section may not exceed $2,000 per
residential unit.

(c) The tax credit under this section is allowed for any residential energy system
completed and placed in service on or after January 1, 2001, but on or before December 31,
2006.

(4) (a) The tax credit provided for in this section shall be claimed in the return for the
taxable year in which the energy system is completed and placed in service.

(b) Additional residential energy systems or parts of residential energy systems may be

similarly claimed in returns for subsequent taxable years as long as the total amount claimed

-12 -
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does not exceed $2,000 per residential unit.

(c) If the amount of the tax credit under this section exceeds the income tax liability of
the claimant, estate, or trust claiming the tax credit under this section for that taxable year, then
the amount not used may be carried over for a period which does not exceed the next four
taxable years.

(5) (a) A claimant, estate, or trust that is not a business entity that leases a residential
energy system installed on a residential unit is eligible for the residential energy tax credits if
that claimant, estate, or trust confirms that the lessor irrevocably elects not to claim the tax
credit.

(b) Only the principal recovery portion of the lease payments, which is the cost
incurred by the claimant, estate, or trust in acquiring the residential energy system excluding
interest charges and maintenance expenses, is eligible for the tax credits.

(c) A claimant, estate, or trust described in this Subsection (5) may use the tax credits
for a period that does not exceed seven years from the initiation of the lease.

(6) (a) A claimant, estate, or trust that is a business entity that purchases and completes
or participates in the financing of a residential energy system to supply all or part of the energy
required for a residential unit owned or used by the claimant, estate, or trust that is a business
entity and situated in Utah is entitled to a nonrefundable tax credit as provided in this
Subsection (6).

(b) (i) For taxable years beginning on or after January 1, 2001, but beginning on or
before December 31, 2006, a claimant, estate, or trust that is a business entity is entitled to a
tax credit equal to 25% of the costs of a residential energy system installed with respect to each
residential unit it owns or uses, including installation costs, against any tax due under this
chapter for the taxable year in which the energy system is completed and placed in service.

(ii) The total amount of the tax credit under this Subsection (6) may not exceed $2,000
per residential unit.

(ii1)) The tax credit under this Subsection (6) is allowed for any residential energy
system completed and placed in service on or after January 1, 2001, but on or before December
31, 2006.

(c) If a claimant, estate, or trust that is a business entity sells a residential unit to a

claimant, estate, or trust that is not a business entity prior to making a claim for the tax credit

-13 -
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under this Subsection (6), the claimant, estate, or trust that is a business entity may:

(i) assign its right to this tax credit to the claimant, estate, or trust that is not a business
entity; and

(i1) if the claimant, estate, or trust that is a business entity assigns its right to the tax
credit to a claimant, estate, or trust that is not a business entity under Subsection (6)(c)(i), the
claimant, estate, or trust that is not a business entity may claim the tax credit as if that claimant,
estate, or trust that is not a business entity had completed or participated in the costs of the
residential energy system under this section.

(7) (a) A claimant, estate, or trust that is a business entity that purchases or participates
in the financing of a commercial energy system is entitled to a nonrefundable tax credit as
provided in this Subsection (7) if:

(i) the commercial energy system supplies all or part of the energy required by
commercial units owned or used by the claimant, estate, or trust that is a business entity; or

(i1) the claimant, estate, or trust that is a business entity sells all or part of the energy
produced by the commercial energy system as a commercial enterprise.

(b) (i) A claimant, estate, or trust that is a business entity is entitled to a tax credit equal
to 10% of the costs of any commercial energy system installed, including installation costs,
against any tax due under this chapter for the taxable year in which the commercial energy
system is completed and placed in service.

(i) The total amount of the tax credit under this Subsection (7) may not exceed
$50,000 per commercial unit.

(iii) The tax credit under this Subsection (7) is allowed for any commercial energy
system completed and placed in service on or after January 1, 2001, but on or before December
31, 2006.

(c) A claimant, estate, or trust that is a business entity that leases a commercial energy
system installed on a commercial unit is eligible for the tax credit under this Subsection (7) if
the claimant, estate, or trust confirms that the lessor irrevocably elects not to claim the tax
credit.

(d) Only the principal recovery portion of the lease payments, which is the cost
incurred by a claimant, estate, or trust that is not a business entity in acquiring a commercial

energy system, excluding interest charges and maintenance expenses, is eligible for the tax
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credit under this Subsection (7).

(e) A claimant, estate, or trust that is a business entity that leases a commercial energy
system is eligible to use the tax credit under this Subsection (7) for a period that does not
exceed seven years from the initiation of the lease.

(8) (a) A tax credit under this section may be claimed for the taxable year in which the
energy system is completed and placed in service.

(b) Additional energy systems or parts of energy systems may be claimed for
subsequent years.

(c) If the amount of a tax credit under this section exceeds the tax liability of the
claimant, estate, or trust claiming the tax credit under this section for a taxable year, the amount
of the tax credit exceeding the tax liability may be carried over for a period which does not
exceed the next four taxable years.

(9) The tax credits provided for under this section are in addition to any tax credits
provided under the laws or rules and regulations of the United States.

(10) (a) The Utah Geological Survey may set standards for residential and commercial
energy systems that cover the safety, reliability, efficiency, leasing, and technical feasibility of
the systems to ensure that the systems eligible for the tax credit use the state's renewable and
nonrenewable energy resources in an appropriate and economic manner.

(b) A tax credit may not be taken under this section until the Utah Geological Survey
has certified that the energy system has been completely installed and is a viable system for
saving or production of energy from renewable resources.

(11) The Utah Geological Survey and the commission are authorized to promulgate
rules in accordance with Title 63, Chapter 46a, Utah Administrative Rulemaking Act, which
are necessary to implement this section.

(12) The [Untferm-Schoot] Education Fund shall be reimbursed by transfers from the
General Fund for any tax credits taken under this section.

Section 8. Section 5§9-10-1105 is amended to read:

59-10-1105. Tax credit for hand tools used in farming operations -- Procedures
for refund -- Transfers from General Fund to Uniform School Fund -- Rulemaking
authority.

(1) For taxable years beginning on or after January 1, 2004, a claimant, estate, or trust
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may claim a refundable tax credit:

(a) as provided in this section;

(b) against taxes otherwise due under this chapter; and

(c) in an amount equal to the amount of tax the claimant, estate, or trust pays:

(i) on a purchase of a hand tool:

(A) if the purchase is made on or after July 1, 2004;

(B) if the hand tool is used or consumed primarily and directly in a farming operation
in the state; and

(C) if the unit purchase price of the hand tool is more than $250; and

(i1) under Chapter 12, Sales and Use Tax Act, on the purchase described in Subsection
(D(©)@).

(2) A claimant, estate, or trust:

(a) shall retain the following to establish the amount of tax the claimant, estate, or trust
paid under Chapter 12, Sales and Use Tax Act, on the purchase described in Subsection
(D(©)@):

(i) areceipt;

(i1) an invoice; or

(i1i1) a document similar to a document described in Subsection (2)(a)(i) or (ii); and

(b) may not carry forward or carry back a tax credit under this section.

(3) (a) In accordance with any rules prescribed by the commission under Subsection
(3)(b), the commission shall:

(1) make a refund to a claimant, estate, or trust that claims a tax credit under this
section if the amount of the tax credit exceeds the claimant's, estate's, or trust's tax liability
under this chapter; and

(i1) transfer at least annually from the General Fund into the [Untform-Schoot]
Education Fund an amount equal to the amount of tax credit claimed under this section.

(b) In accordance with Title 63, Chapter 46a, Utah Administrative Rulemaking Act, the
commission may make rules providing procedures for making:

(i) arefund to a claimant, estate, or trust as required by Subsection (3)(a)(1); or

(i1) transfers from the General Fund into the [UniformSechoot] Education Fund as
required by Subsection (3)(a)(ii).
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Section 9. Section 63-38-2.6 is amended to read:

63-38-2.6. Establishing an Education Budget Reserve Account -- Providing for
deposits and expenditures from the account.

(1) There is created within the [Bniform—Schoot]| Education Fund a restricted account
to be known as the Education Budget Reserve Account, which is designated to receive the
surplus revenue required by this section.

(2) (a) (1) At the end of any fiscal year in which the Division of Finance, in conjunction
with the completion of the annual audit by the state auditor, determines that there is a surplus in
the Education Fund, the Uniform School Fund [strptus] or both, 25% of the cumulative surplus

shall be transferred to the Education Budget Reserve Account, except that the amount in the

combined totals of the Education Budget Reserve Account and the General Fund Budget
Reserve Account created in Section 63-38-2.5 may not exceed 6% of the total [ofthe Untform

1t] combined

appropriations from the Education Fund and the General Fund for the fiscal year in which the

surplus occurred.

(i1) In addition to Subsection (2)(a)(i), if a surplus exists and if, within the last ten
years, the Legislature has appropriated any money from the Education Budget Reserve Account
that has not been replaced by appropriation or as provided in this Subsection (2)(a)(ii), the
Division of Finance shall, before any contingent appropriations or other transfers required by
law are made, transfer up to 25% more of the surplus to the Education Budget Reserve Account
to replace the amounts appropriated until transfers of the surplus under this Subsection
(2)(a)(i1) have replaced the appropriations from the fund.

(b) The amount to be transferred to the Education Budget Reserve Account shall be
determined before any other contingency appropriation using surplus funds.

(3) Any appropriation made by the Legislature from the Education Budget Reserve
Account may only be used to cover operating deficits in the state's public and higher education
system.

(4) All interest generated from investments of money in the Education Budget Reserve
Account shall be deposited into the account.

Section 10. Section 63-38-9 is amended to read:

63-38-9. Revenue types -- Disposition of funds collected or credited by a state
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agency.

and

(1) (a) The revenues enumerated in this section are established as major revenue types.
(b) The Division of Finance shall:

(i) account for revenues in accordance with generally accepted accounting principles;

(i1) use the major revenue types in internal accounting.
(c) Each agency shall:
(i) use the major revenue types enumerated in this section to account for revenues;

(i) deposit revenues and other public funds received by them by following the

procedures and requirements of Title 51, Chapter 7, State Money Management Act; and

(ii1) expend revenues and public funds as required by this chapter.
(2) The major revenue types are:

(a) free revenue;

(b) restricted revenue;

(c) dedicated credits; and

(d) fixed collections.

(3) (a) Free revenue includes:

(i) collections that are required by law to be deposited in the General Fund, the

Education Fund, the Uniform School Fund, or the Transportation Fund;

(i1) collections that are not otherwise designated by law;

(ii1) collections that are not externally restricted; and

(iv) collections that are not included in an approved work program.

(b) Each agency shall deposit its free revenues into the appropriate fund.

(c) An agency may expend free revenues up to the amount specifically appropriated by

the Legislature.

(d) Any free revenue funds appropriated by the Legislature to an agency that remain

unexpended at the end of the fiscal year lapse to the source fund unless the Legislature provides

by law that those funds are nonlapsing.

(4) (a) Restricted revenues are collections deposited by law into a separate fund or

subfund that are designated for a specific program or purpose.

(b) Each agency shall deposit its restricted revenues into a restricted fund.
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(c) The Legislature may appropriate restricted revenues from a restricted fund for the
specific purpose or program designated by law.

(d) If the fund equity of a restricted fund is insufficient to provide the funds
appropriated from it by the Legislature, the Division of Finance may reduce the appropriation
to a level that ensures that the fund equity is not less than zero.

(e) Any restricted revenue funds appropriated by the Legislature to an agency that
remain unexpended at the end of the fiscal year lapse to the restricted fund unless the
Legislature provides by law that those funds, or the program or line item financed by those
funds, are nonlapsing.

(5) (a) Dedicated credits and federal revenues are collections by an agency that are
deposited directly into an account for expenditure on a separate line item and program.

(b) An agency may expend dedicated credits for any purpose within the program or line
item.

(c) 1) An agency may expend dedicated credits in excess of the amount appropriated as
dedicated credits by the Legislature by following the procedures contained in this Subsection
3)(©).

(i) The agency shall develop a new work program and the justification for the work
program and submit it to the Division of Finance and the director of the Governor's Office of
Planning and Budget. Except for monies deposited as dedicated credits in the Drug Stamp Tax
Fund under Section 59-19-105 or line items covering tuition and federal vocational funds at
institutions of higher learning, any expenditure of dedicated credits in excess of amounts
appropriated as dedicated credits by the Legislature may not be used to permanently increase
personnel within the agency unless approved by the Legislature.

(iii)) The Division of Finance and the director of the Governor's Office of Planning and
Budget shall review the program and submit their findings and recommendations to the
governor.

(iv) The governor may authorize the agency to expend its excess dedicated credits by
approving the submitted work program.

(v) The state's fiscal officer shall notify the Legislature by providing notice of the
governor's action to the Office of Legislative Fiscal Analyst.

(d) (1) All excess dedicated credits lapse to the appropriate fund at the end of the fiscal
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year unless the Legislature has designated the entire program or line item that is partially or
fully funded from dedicated credits as nonlapsing.

(i) The Division of Finance shall determine the appropriate fund into which the
dedicated credits lapse.

(6) (a) Fixed collections are collections:

(i) fixed by law or by the appropriation act at a specific amount; and

(i1) required by law to be deposited into a separate line item and program.

(b) The Legislature may establish by law the maximum amount of fixed collections
that an agency may expend.

(c) If an agency receives less than the maximum amount of expendable fixed
collections established by law, the agency's authority to expend is limited to the amount of
fixed collections that it receives.

(d) If an agency receives fixed collections greater than the maximum amount of
expendable fixed collections established by law, those excess amounts lapse to the General

Fund, the Education Fund, the Uniform School Fund, or the Transportation Fund as designated

by the director of the Division of Finance at the end of the fiscal year.

(7) (a) Unless otherwise specifically provided by law, when an agency has a program
or line item that is funded by more than one major revenue type, the agency shall expend its
dedicated credits and fixed collections first.

(b) Unless otherwise specifically provided by law, when programs or line items are
funded by more than one major revenue type and include both free revenue and restricted
revenue, an agency shall expend those sources based upon a proration of the amounts
appropriated from each of those major revenue types.

Section 11. Section 63-38¢c-103 is amended to read:

63-38c-103. Definitions.

As used in this chapter:

(1) (a) "Appropriations" means actual unrestricted capital and operating appropriations
from unrestricted General Fund sources and from non-Uniform School Fund income tax
revenues as presented in the governor's executive budgets.

(b) "Appropriation" includes appropriations that are contingent upon available

surpluses in the General Fund.

-20 -



615
616
617
618
619
620
621
622
623
624
625
626
627
628
629
630
631
632
633
634
635
636
637
638
639
640
641
642
643
644
645

02-05-07 7:05 PM 1st Sub. (Buff) H.B. 323

(c) "Appropriations" does not mean:

(i) debt service expenditures;

(i) emergency expenditures;

(iii) expenditures from all other fund or subfund sources presented in the executive
budgets;

(iv) transfers or appropriations from the Education Fund to the Uniform School Fund;

[ttv)] (v) transfers into, or appropriations made to, the General Fund Budget Reserve
Account established in Section 63-38-2.5;

[€w] (vi) transfers into, or appropriations made to, the Education Budget Reserve
Account established in Section 63-38-2.6;

[€vD] (vil) monies appropriated to fund the total one-time project costs for the
construction of capital developments as defined in Section 63A-5-104;

[€vit)] (viil) appropriations made to the Centennial Highway Fund Restricted Account
created by Section 72-2-118; or

[tviit)] (ix) appropriations made to the Transportation Investment Fund of 2005 created
by Section 72-2-124.

(2) "Base year real per capita appropriations" means the result obtained for the state by
dividing the fiscal year 1985 actual appropriations of the state less debt monies by:

(a) the state's July 1, 1983 population; and

(b) the fiscal year 1983 inflation index divided by 100.

(3) "Calendar year" means the time period beginning on January 1 of any given year
and ending on December 31 of the same year.

(4) "Fiscal emergency" means an extraordinary occurrence requiring immediate
expenditures and includes the settlement under Chapter 4, Laws of Utah 1988, Fourth Special
Session.

(5) "Fiscal year" means the time period beginning on July 1 of any given year and
ending on June 30 of the subsequent year.

(6) "Fiscal year 1985 actual base year appropriations" means fiscal year 1985 actual
capital and operations appropriations from General Fund and non-Uniform School Fund
income tax revenue sources, less debt monies.

(7) "Inflation index" means the change in the general price level of goods and services
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as measured by the Gross National Product Implicit Price Deflator of the Bureau of Economic
Analysis, U.S. Department of Commerce calculated as provided in Section 63-38c-202.

(8) (a) "Maximum allowable appropriations limit" means the appropriations that could
be, or could have been, spent in any given year under the limitations of this chapter.

(b) "Maximum allowable appropriations limit" does not mean actual appropriations
spent or actual expenditures.

(9) "Most recent fiscal year's inflation index" means the fiscal year inflation index two
fiscal years previous to the fiscal year for which the maximum allowable inflation and
population appropriations limit is being computed under this chapter.

(10) "Most recent fiscal year's population" means the fiscal year population two fiscal
years previous to the fiscal year for which the maximum allowable inflation and population
appropriations limit is being computed under this chapter.

(11) "Population" means the number of residents of the state as of July 1 of each year
as calculated by the Governor's Office of Planning and Budget according to the procedures and
requirements of Section 63-38c-202.

(12) "Revenues" means the revenues of the state from every tax, penalty, receipt, and
other monetary exaction and interest connected with it that are recorded as unrestricted revenue
of the General Fund and from non-Uniform School Fund income tax revenues, except as
specifically exempted by this chapter.

(13) "Security" means any bond, note, warrant, or other evidence of indebtedness,
whether or not the bond, note, warrant, or other evidence of indebtedness is or constitutes an

"indebtedness" within the meaning of any provision of the constitution or laws of this state.
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