R865. Tax Commission, Auditing.

R865-6F. Franchise Tax.

R865-6F-36. Taxation of Registered Securities or Commodities Broker or Dealer
Pursuant to Utah Code Ann. Sections 59-7-302 through 59-7-321.

(1) Definitions.

(a) “Brokerage commission income” means income earned by a registered
securities or commodities broker or dealer from the purchase and sale of securities or
commodities by the broker or dealer:

(1) for which the broker or dealer does not take title; and

(ii) as an agent for a customer’s account.

(b) “Commodity” is as defined in Section 475(e)(2), Internal Revenue Code.

(c) “Principal transaction” means a transaction where the registered securities or
commodities broker or dealer acts as a principal or underwriter for the broker or dealer’s
own account, rather than as an agent for the customer.

(d) “Registered securities or commodities broker or dealer” means a corporation
registered as a broker or dealer with the Securities and Exchange Commission or the
Commodities Futures Trading Commission.

(e) “Security” is as defined in Section 475(c)(2), Internal Revenue Code.

(f) “Securities or commodities used to produce income” means securities or
commodities that are purchased and held by a registered securities or commodities broker
or dealer as a principal or underwriter for resale to its customers.

(2) Apportionment and allocation.

(a) A registered securities or commodities broker or dealer whose business
activity is taxable both within and without this state shall allocate and apportion its net
income as provided in this rule. All items of nonbusiness income shall be allocated
pursuant to the provisions of Section 59-7-306.

(b) The fraction by which business income shall be apportioned to the state shall
be determined in accordance with rule R865-6F-8(3) and (6). Except as otherwise
provided in this rule, the property factor shall be determined in accordance with R865-
6F-8(7), the payroll factor in accordance with R865-6F-8(8), and the sales factor in
accordance with R865-6F-8(9).

(3) Property factor.

(a) The property factor is a fraction, the numerator of which is the average value
of the taxpayer’s real and tangible personal property owned or rented and used, or
available for use, within this state during the taxable year, plus the average value of
securities or commodities used to produce income during the taxable year that are held
for resale exclusively through a branch, office, or other place of business in this state. The
denominator is the average value of the total of the taxpayer’s real and tangible personal
property owned or rented and used within and without this state during the taxable year,
plus the average value of all securities or commodities used to produce income during the
taxable year.

(b) Securities or commodities used to produce income shall be valued at original
cost.

(4) Sales factor.

(a) The sales factor is a fraction, the numerator of which is the total revenue that
is derived from transactions and activities in the regular course of the taxpayer’s trade or



business within this state during the taxable year. The denominator is the total revenue
that is derived from transactions and activities in the regular course of the taxpayer’s
trade or business within and without this state during the taxable year.

(b) Brokerage commission income shall be included in the denominator of the
sales factor. Brokerage commission income shall be included in the numerator of the
sales factor if the customer that is paying the commission is located in Utah. A customer
is located in Utah if the mailing address of the customer as it appears in the broker or
dealer’s records is in Utah.

(c) Gross receipts from principal transactions shall be included in the denominator
of the sales factor. Gross receipts from principal transactions shall be included in the
numerator of the sales factor if the sale is made through a branch, office, or other place of
business in Utah. Gross receipts from principal transactions shall be determined after the
deduction of any cost incurred by the taxpayer to acquire the securities or commodities.

(d) Other gross receipts such as margin interest on brokerage accounts and
account maintenance fees shall be included in the denominator of the sales factor, and, if
the customer that is paying the amounts or fees is located in Utah based on the customer
address as it appears in the broker or dealer’s records, in the numerator of the sales factor.
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