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ECONOMIC DEVELOPMENT ZONE TAX INCENTIVES ACT
2011 GENERAL SESSION
STATE OF UTAH

Chief Sponsor: Curtis S. Bramble

House Sponsor:

LONG TITLE
General Description:

This bill modifies provisions related to the Governor's Office of Economic
Development to enact the Significant Capital Investment Tax Incentives Act and
provide related tax credits.

Highlighted Provisions:

This bill:

» enacts nonrefundable significant capital investment tax credits;

» requires a study by the Revenue and Taxation Interim Committee; and

» enacts the Significant Capital Investment Tax Incentives Act, including:

e defining terms;

e granting rulemaking authority to establish conditions to establish a significant
capital investment;

e requiring that the office enters into an agreement with a business entity for the
business entity to qualify for a significant capital investment tax credit;

e establishing a procedure to certify a tax credit; and

e requiring reporting.
Money Appropriated in this Bill:

None
Other Special Clauses:

This bill provides effective dates.
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Utah Code Sections Affected:

ENACTS:
59-7-614.6, Utah Code Annotated 1953
59-10-1025, Utah Code Annotated 1953
63M-1-2901, Utah Code Annotated 1953
63M-1-2902, Utah Code Annotated 1953
63M-1-2903, Utah Code Annotated 1953
63M-1-2904, Utah Code Annotated 1953
63M-1-2905, Utah Code Annotated 1953
63M-1-2906, Utah Code Annotated 1953

Be it enacted by the Legislature of the state of Utah:
Section 1. Section 5§9-7-614.6 is enacted to read:
59-7-614.6. Nonrefundable significant capital investment tax credit.

(1) As used in this section:

(a) "Business entity" means a taxpayer that is a business entity as defined in Section
63M-1-2902.

(b) "Office" means the Governor's Office of Economic Development.

(2) Subiject to the other provisions of this section, a business entity may claim a

nonrefundable tax credit for a significant capital investment in Utah.
(3) The tax credit is an amount equal to the lesser of:

(a) the amount listed as the significant capital investment on the tax credit certificate

that the office issues to the business entity for the taxable vear; or

(b) 30% of the taxpayer's tax liability under this chapter for the taxable year.

(4) A business entity that claims a tax credit under this section for a taxable year may

not claim a tax credit under Section 59-7-614.2 or 59-10-1107 for that taxable vear.
(5) (a) On or before October 1, 2016, and every five years after October 1, 2016, the

Revenue and Taxation Interim Committee shall study the tax credit allowed by this section and
make recommendations concerning whether the tax credit should be continued, modified, or

repealed.
(b) For purposes of the study required by this Subsection (5), the office shall provide
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the following information to the Revenue and Taxation Interim Committee:

(i) the total amount listed as a significant capital investment on tax credit certificates
the office issues to business entities;

(i1) the criteria that the office uses in determining whether a business entity makes a
significant capital investment in Utah; and

(iii) any other information the Revenue and Taxation Interim Committee requests.

(c) The Revenue and Taxation Interim Committee shall ensure that its
recommendations under Subsection (5)(a) include an evaluation of:

(1) the cost of the tax credit to the state:

(i1) the purpose and effectiveness of the tax credit; and

(ii1) the extent to which the state benefits from the tax credit.

Section 2. Section 5§9-10-1025 is enacted to read:
59-10-1025. Nonrefundable significant capital investment tax credit.

(1) As used in this section:

(a) "Business entity" means a claimant, estate, or trust that is a business entity as
defined in Section 63M-1-2902.

(b) "Office" means the Governor's Office of Economic Development.

(2) Subiject to the other provisions of this section, a business entity may claim a

nonrefundable tax credit for a significant capital investment in Utah.
(3) The tax credit is an amount equal to the lesser of:

(a) the amount listed as the significant capital investment on the tax credit certificate

that the office issues to the business entity for the taxable year; or

(b) 30% of the taxpayer's tax liability under this chapter for the taxable year.

(4) A business entity that claims a tax credit under this section for a taxable year may
not claim a tax credit under Section 59-7-614.2 or 59-10-1107 for that taxable year.

(5) (a) On or before October 1, 2016, and every five years after October 1, 2016, the

Revenue and Taxation Interim Committee shall study the tax credit allowed by this section and
make recommendations concerning whether the tax credit should be continued, modified, or
repealed.

(b) For purposes of the study required by this Subsection (5), the office shall provide

the following information to the Revenue and Taxation Interim Committee:
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(i) the total amount listed as a significant capital investment on tax credit certificates

the office issues to business entities;

(i1) the criteria that the office uses in determining whether a business entity makes a

significant capital investment in Utah; and

(iii) any other information the Revenue and Taxation Interim Committee requests.
(c) The Revenue and Taxation Interim Committee shall ensure that its

recommendations under Subsection (5)(a) include an evaluation of:

(1) _the cost of the tax credit to the state;

(i1) the purpose and effectiveness of the tax credit; and

(i11) the extent to which the state benefits from the tax credit.

Section 3. Section 63M-1-2901 is enacted to read:

Part 29. Significant Capital Investment Tax Incentives Act

63M-1-2901. Title.

This part is known as the "Significant Capital Investment Tax Incentives Act."

Section 4. Section 63M-1-2902 is enacted to read:

63M-1-2902. Definitions.

As used in this part:

(1) "Business entity" means a person that enters into an agreement with the office to

make significant capital investment in Utah that will qualify the person to receive a tax credit

under Section 59-7-614.6 or 59-10-1025.

(2) "Development zone" means an economic development zone created under Section

63M-1-2404.

(3) _"Office" means the Governor's Office of Economic Development.

(4) "Significant capital investment" means an expansion within the state of one or more

capital assets, fixed assets, or research and development related to capital assets or fixed assets:

(a) by at least $100,000,000 within a taxable year as determined by the office; and
(b) by a business entity engaged primarily in the process of manufacturing or

fabricating a semiconductor or conducting research and development related to a

semiconductor as determined by the office.

(5) "Tax credit" means a significant capital investment tax credit created by Section

59-7-614.6 or 59-10-1025.
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(6) "Tax credit certificate" means a certificate issued by the office that:

(a) lists the name of the business entity to which the office authorizes a tax credit;

(b) lists the business entity's taxpaver identification number:;

(c) lists the amount of the business entity's significant capital investment for the taxable
year; and

(d) may include other information as determined by the office.
Section 5. Section 63M-1-2903 is enacted to read:

63M-1-2903. Tax credit agreement.

(1) (a) In accordance with Title 63G, Chapter 3, Utah Administrative Rulemaking Act,

the office shall make rules establishing the conditions that a business entity shall meet to
qualify for a tax credit under this part.

(b) The office shall ensure that the conditions described in Subsection (1)(a) require

that a significant capital investment shall be within a development zone.
(2) (a) Subject to the other provisions of this Subsection (2), the office, with advice

from the board, may enter into an agreement with a business entity authorizing a tax credit to
the business entity if the business entity meets the conditions established under Subsection (1).

(b) The agreement required by this Subsection (2) shall:

(i) detail the requirements that the business entity shall meet to make a significant

capital investment to qualify for a tax credit under this part;

(i1) require the business entity to retain records supporting a claim for a tax credit for at

least four vears after the business entity claims a tax credit under this part; and

(ii1) require the business entity to submit to audits for verification of the tax credit

claimed.
(3) The office may grant a tax credit certificate under this section to a business entity
for any taxable year in which the business entity makes a significant capital investment.
Section 6. Section 63M-1-2904 is enacted to read:
63M-1-2904. Procedure to certify tax credit.

(1) The office shall certify a business entity's eligibility for a tax credit as provided in

this section.

(2) A business entity seeking to receive a tax credit shall provide the office with:

(a) an application for a tax credit certificate; and
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(b) documentation that the business entity has satisfied the conditions outlined in the

agreement described in Section 63M-1-2903.

(3) If the office determines that the information is inadequate to provide a reasonable

justification for authorizing a tax credit, the office shall:
(a) _deny the tax credit; or

(b) inform the business entity that the information is inadequate and ask the business

entity to submit new documentation.

(4) If the office determines that there is reasonable justification for authorizing a tax

credit, the office shall:

(a) determine the amount of the significant capital investment for the taxable year;

(b) issue a tax credit certificate to the business entity that states the amount of the

significant capital investment for the taxable year; and
¢) provide a duplicate copy of the tax credit certificate to the State Tax Commission.

(5) A business entity may not claim a tax credit unless the business entity has a tax

credit certificate issued by the office.

(6) A business entity that receives a tax credit certificate may claim a tax credit as
provided in Section 59-7-614.6 or 59-10-1025.

Section 7. Section 63M-1-2905 is enacted to read:

63M-1-2905. Report to the Legislature.

The office shall report annually to the Legislature's Workforce Services and Community
and Economic Development Interim Committee and the Revenue and Taxation Interim
Committee describing:

(1) the total amount listed as a significant capital investment on tax credit certificates
the office issues to business entities;

(2) the criteria that the office uses in determining whether a business entity makes a

significant capital investment in Utah; and
(3) the economic impact on the state related to providing tax credits under this part.

Section 8. Section 63M-1-2906 is enacted to read:
63M-1-2906. Reports of tax credits.

(1) Before December 1 of each vyear, the office shall submit a report to the Governor's

Office of Planning and Budget, the Office of Legislative Fiscal Analyst, and the Division of
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(a) the total amount listed as a significant capital investment on tax credit certificates

the office issues to business entities; and

(b) the criteria that the office uses in determining whether a business entity makes a

significant capital investment in Utah.

(2) By the first business day of each month, the office shall submit a report to the

Governor's Office of Planning and Budget, the Office of Legislative Fiscal Analyst, and the

Division of Finance identifying:

(a)_each new agreement entered into by the office since the last report;

(b) the total amount listed as a significant capital investment on tax credit certificates

the office issues to business entities; and

(c) the criteria that the office uses in determining whether a business entity makes a

significant capital investment in Utah.
Section 9. Effective date.

(1) Except as provided in Subsection (2), this bill takes effect on July 1, 2011.

(2) The amendments to Sections 59-7-614.6 and 59-10-1025 have retrospective

operation for a taxable year beginning on or after January 1, 2011.
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FISCAL NOTE

SHORT TITLE: Economic Development Zone Tax Incentives Act

SPONSOR: Bramble, C. 2011 GENERAL SESSION, STATE OF UTAH |

STATE GOVERNMENT (UCA 36-12-13(2)(b))
Enactment of this bill could result in foregone state revenue of up to $30,000,000 annually.

LOCAL GOVERNMENTS (UCA 36-12-13(2)(c))
Enactment of this bill likely will not result in direct, measurable costs for local governments.

DIRECT EXPENDITURES BY UTAH RESIDENTS AND BUSINESSES  (UCA 36-12-13(2)(d))
Enactment of this bill likely will not result in direct, measurable expenditures by Utah residents.
Businesses engaged in semiconductor manufacturing which make significant capital investments could
receive a tax credit of up to $30,000,000 for $100,000,000 in capital investment made. Actual impact will

depend on tax liability as the credit is nonrefundable.
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