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eliminate defects in the operations of the tax laws, and will equal-
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as amended.
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Twenty-First Biennial Report 1
SUMMARY OF RECOMMENDATIONS
1. Corporation Franchise Tax
>W..e respectfully. recommend that: _'
"a.  The corporation franchise tax act be amended to eliminate
the prepaid feature of the law by placing new corporations on a

current basis thereby eliminating the doubling up feature.

b. The corporation franchise tax -act be amended by

eliminating the federal income tax as a deduction and by decreasing -

the rate of the tax from 6 per cent to'4 per-cent. We also recommend
that a similar amendment be made in the corporation income tax
law. Co '

¢.  The uniform division of income for tax purposes act as
contained in the corporation franchise tax law be amended in the
same manner as we recommend for theé mulfistate tax compact in
order that the provisions will be the same in both laws,: ‘

2.: Individual Income V'I“ax

We respectfully recommend that the individual income tax act

 -be amended:

To provide for additional areas of uniformity with the United
States Internal. Revenue Code. These changes would eliminate most
of the existing differences between federal and state definitions of
allowable income and deductions affecting the majority of taxpayers.

3. Motor Fuel Tax
We respectfully recommend that:

The motor fuel tax be amended to clarify the pfocedure in

allowing a deduction of the tax on motor fuel shipped from Utah to
another state.

4. Multistate Tax Compact

We respectfully recommend that:

Utah’s Multistate Tax Compact be amended to conform with
the Model Multistate Tax Compact.
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e

Property Tax
We respectfully recommend that:

a. The legislature review the provisions of the “Farmland
Assessment Act of 1969” for the purpose of making such
amendments to this act as the brief experience with this law may
indicate in order to improve its administration.

b. That Section 59-5-30 be rewritten to provide a more
realistic affidavit for the county assessor to take and subscribe in the
assessment books before they are delivered to the county treasurer.

c.. The couﬁt’y board of equaIization be required to send a
notice of its action to every person who has made a complaint to the
board regarding the assessed valuation of property, its exemption or

any other matter regarding the record of assessment of such
_ property. ‘ ' o )

d.  Section 59-7-10, U.C.A., 1953, be amended to permit any
person ten days in which to appeal from the action of a county
board of equalization to the state tax commission. The present law
allows only five days. ' L

e. The legislature enact such laws as will provide the state
accurate and current information regarding the selling price of real
property, which information may be used by the tax commission in
determining market values and in the administration of Section
59-5-109.

f.  The legislature enact a law requiring the filing of a deed
immediately upon the sale of any tax exempt property. Many
properties sold under contract by tax exempt organizations escape
property taxes for many years.

6. Privilege Tax
We respectfully recommend that:

Section 59-13-73 of the privilege tax be amended by deleting
the last sentence of that section which reads as follows: “No tax shall
be imposed upon the possession or other beneficial use of public
lands occupied under the terms of mineral or grazing leases or
permits issued by the United States or the State of Utah or upon any
easement unless that lease, permit or easement entitles the lessee or
permittee to exclusive possession of the premises to which the lease,
permit or easement relates.”
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7. Sziles and “Usc Tax o
We rekpe'ctfi{lly recommend that:

a. The sales tax law be amended to provide that the sale of
school lunches and other meals by universities and colleges to
persons other than bonafide students shall be subject to the tax.

b. The sales tax law be amended to provide that tangible
personal property sold in Utah to contractors to. improve real
property outside of this state shall be exempt { from the tax.

RECOMMENDATIONS

1. Corporation Franchise Tax
We respectfully recomménd‘ that:

a. The corporatlon franchlse tax act.be amended to eliminate
the prepaid feature of the law by placing new corporations on a
current basis thereby eliminating the doubling up feature.

This will place new corporatlons on a current ba51s and
eliminate payment of two years’ tax during the one-year period. The
amendment must include a provision which will allow corporations
now incorporated or qualified to do business in Utah to continue on
a prepald basis to eliminate loss of revenue.

b. The corporation franchlse tax act be amended by
eliminating the federal income tax as a deduction and by decreasing
the rate of the tax from 6 per cent to 4 per cent. We also recommend
that a similar amendment be made in the corporation income tax
law.

This change will help the administration . of both acts,
particularly with corporations that have income subject to specific
allocation, depletion or those which file a consolidated return for
federal income tax purposes. Only seven states allow the deduction
of the federal tax in computing the state tax, two of which are
limited. Based upon a study conducted by the auditing division, rates
could be reduced from 6 per cent to 4 percent if the federal income
tax deduction is eliminated and there would be no significant change
in total revenue.
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¢.  The uniform division of income for tax purposes act as
contained in the corporation franchise tax law be amended in the
Same manner as we recommend for the multistate tax compact in
order that the provisions will be the same in both laws.

2. Individual Income Tax

We respectfully recommend that the individual income tax act
be amended:

To provide for additional areas of uniformity with the United
States Internal Revenue Code. These changes would eliminate most
of the existing differences between federal and state definitions of
allowable income and deductions affecting the majority of taxpayers.

Specifically we recommend that:

a.  Section 59-14-4 be amended by adding a provision which
will exempt fellowship and scholarship grants from the tax.

b.  Section 59-14-4 be amended by adding a provision which
will exempt unemployment compensation from the tax.

¢.  Section 59-14-4 be amended to define taxable income in
respect of a decedent. This is a matter not now covered by the state
law. We récommend that the provisions of the internal revenue code
be adapted as far as they may be applicable.

d. Section 59-14—5(5) be amended to raise substantially the
limitation for the deduction of contributions or gifts. The state law
now limits these deductions to 15% of the taxpayer’s gross income,

e.  Section 59-14-5(6) be amended to conform substantially
with the provisions of the federal law. This section now provides for
the deduction of medical expenses from gross income but limits the
deductions in the following manner: ‘

Medical Expenses:

~ “(6) Expenses paid by a resident taxpayer during the
taxable year, not' compensated for by insurance or otherwise, for
medical care of the taxpayer, his spouse or dependent as defined in
section 59-14-7 to the extent that such expenses exceed five per cent
of his gross income. The deduction shall not exceed $750 for a single
person or $1500 for husband and wife filing jointly.”
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& Section 59-14.5(3) be amended to provide that the first
$100.00 of each casualty or theft loss shall be npgfdnggtible‘ asnow

provided by‘th'é_‘ internal re

venue code.

_ g Section 59-14-21 be amended to provide a graduated
penalty of 5% for each month of delinquency up. to a maximum of
25%. This would replace the penalty of 25% for late filing whether
the return is a day or a year late. o I

3.  Motor Fuel Tax _ I e T
‘We z;e;_fvpécvt-fd_lly fecgﬁfn‘en(i_ that '

The inotor fuel tax be amendcdtoClarlfytheproEedureln
allowing a deduction of the tax on motor fuel shipped from Utah to’
anothgrgatq. bt e e e e

_: Presently, the law provides that, if -a claim is not ‘made within
180 days after exportation, the taxpayer is penalized the full amount
of the tax, even though tax on the same fuel is paid to another state.
If proper application is not made within the prescribed time period,
the tax commission should have the authority to impose a penalty. of
20 per cent of the tax provided jproof was submitted that tax was
paid to another state. This penalty would be in place of requesting’
the full amount of the tax to be paid when such tax has already been

_paid to another state.

4. Multistate Tax Compact

We respectfully rec_o_mnien‘d that:

Utah’s Multistate Tax ‘TC'(')nipac't bé amended to éonform’ with
the Model Multistate Tax Compact.

Contained in the multistate tax compact is the uniform act
which provides for the apportionment of income for multistate
corporations. The uniform act, as adopted by Utah, differs from the
nationally recommended model act in two respects, first, in the Utah
act, all sales are assigned on a destination basis whether or not the
corporation is doing business in the destination state whereas in the
model act, sales are assigned on a destination basis, but only if the
corporation is doing business in the destination state and also a slight
difference in assigning of sales rélative to sales made to_the United
States Government; second, in the Utah uniform act, financial
institutions and utilities are not excluded corporations as they are in
the model act. When Utah adopted the compact, the provision for
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participating in multistate tax commission audits was eliminated.
This provision should be changed so that Utah can participate and
get the benefit from multistate tax commission audits. Utah pays
dues like other multistate tax commission members and should. be
able to participate fully in all of the activities, particularly the audits.

5. Property Tax
We respectfully recommend that:

a. The legislature review the provisions of the “Farmland
Assessment Act of 1969” for the purpose of making such
amendments to this act as the brief experience with this law may
indicate in order to improve its administration. ’

In particular, we call your attention to the provisions of the law
which establish the method for making an application to have land
assessed in the manner which this law has established and also for the

computation of the “roll back” tax.

b.  That Section 59-5-30 be rewritten to provide a more
realistic affidavit for the county assessor to take and subscribe in the
assessment books they are delivered to the county treasurer.

" The _séction above cited reads as follows:

59-5-30. Assessor to complete assessment book and subscribe
affidavit. — On or before the first Monday of May in each year the
assessor must complete his assessment book, -and deliver the same to
the county treasurer. He must take and ‘subscribe an affidavit in the
assessment book to be substantially as follows: :

R , the assessor of

County, do swear that before, the first Monday in May, 19______| 1
made diligent inquiry and examination, and visited and inspected,
either personally or by deputy, all of the property within the county
subject to assessment by me; that the same has been assessed on the
assessment book equally and uniformly according to the best of my
Judgment, information and belief, at thirty per cent of its reasonable
fair cash value; that I have faithfully complied with all the duties
imposed on the assessor under the revenue laws; and that I have not
imposed any unjust or double assessments through malice or ill will
or otherwise, or allowed anyone to escape a just and equal
assessment through favor or reward, or otherwise. -
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The assessor shall not be paid or draw any compensation for
services after .the first Monday in May of each . year,, until said
affidavit is made and subscribed. A failure to make or subscribe such
affidavit, or any affidavit, will not in any manner affect the validity
of the assessment.” s ey

"Even .a casual reading. of the above will indicate the total
inadequacy of this requirement. We are of the opinion :that ‘the
assessor:should subscribe a statement in each assessment book which
will clearly and adequately describe. its contents but it should be

realistic and accurate, ..

... €. The county board of equalization be required to send a
notice of its action to every person who has made a complaint to the
board regarding the assessed valuation of property, its exemption or
any other matter regarding the record of assessment ‘. of such
property. »

Section 59-7-1 now provides in part as follows:

-+- All  complaints regarding the assessment of
property where notice of the decision of the county board
of equalization thereon has not been given to the taxpayer
on or prior to June 20, and all such complaints not
disposed of or decided by said board on or prior to said
date shall be deemed to have been denied on said date and
no notice of such denial need be given . . .

The recommendation which we propose would require the
county board of equalization to notify all persons, whose complaints
have not been passed upon at the time of the termination of the
meetings of such denial; and that all other persons who objected to
property tax values also be notified of the action of the county
board of equalization.

d. Section 59-7-10, U.C.A., 1953, be amended to permit
any person ten days in which to appeal from the action of a
county board of equalization to the state tax commission. The
present law allows only five days.

This section now provides in part:

... Any person aggrieved and dissatisified with the
decision of the county board of equalization in relation to
the assessment of any property in which he has an interest
may appeal from such decision to the state tax commission
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by filing with the county auditor a notice of appeal, in
duplicate, within five days after the final action of the
county board, . ..

The experience the tax commission has had in hearing appeals
from county boards of equalization is such that it is clearly shown
that the period of five days from the time of notification of the
action of the county board is quite inadequate. We, therefore, are of
the opinion that this time should be extended to not less than ten
days so that the property owners who desire to make an appeal will
have more time in which to prepare the appeal. -

e. The legislature enact such laws as will provide the state
accurate and current information regarding the selling price of real
property, which information may be used by the tax commission in
determining market values and in the administration of Section
59-5-109. ' ’

This section provides in part as follows:

... The state tax commission shall administer and
supervise a program for the revaluation of all taxable real
property “in each  county every five years on a
county-by-county rotation basis. A comprehensive written
plan of rotation shall be promulgated by the state tax
commission fixing the order of rotation as between
counties upon the basis of the disparities therein between
real property assessed values and real property fair cash
values as determined by the state tax commission with
revaluation to take place first in those counties where the
‘greatest disparities exist ... ~ .

- Since the enactment of this:law, the tax commission has
proceeded to secure accurate information concerning the selling price
of real property which has served as a foundation for its appraisal
program; but the process has been costly both in time and money.

We propose at the time the deed of conveyance is filed with the
county recorder- that the actual selling price involved in the
transaction be reported in an affidavit which will be privileged
information but which will be subject to the examination by the

county assessor and by the state tax commission.

f.  The legislature enact a law requiring the filing of a deed
immediately upon the sale of any tax exempt property. Many
properties sold under contract by tax exempt organizations escape
property taxes for many years.
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6., Privilege Tax
We respectfully recommend that:

Section 59-13-73 of the privilege tax be amended by deleting
the last sentence of that section which reads as follows: “No tax shall
be imposed upon the possession or other beneficial use of public
lands occupied under the terms of mineral or grazing leases or
permits issued by the United States or the State of Utah or upon any
easement unless that lease, permit or easement entitles the lessee or
permittee to exclusive possession of the premises to which the lease,
permit or easement relates.”

The body of the above section clearly establishes a tax upon the

possession or other beneficial use of tax exempt property. The
constitutionality of the act has been clearly established in the
following cases: Thiokol Chemical Corp. v. Peterson, 15 U. (2d) 355,
393 P. 2d 391. and Marquardt Corp. v. Weber County, Utah, 360 F.
2d 168.

The sentence in question does not amend any provision of this
act and its presence in this section is more likely to be confusing than
helpful.

7.  Sales and Use Tax
We respectfully recommend that:

a.  The sales tax law be amended to provide that the sale of
school lunches and other meals by universities and colleges to
persons other than bonafide students shall be subject to the tax.

The business of catering to groups other than students by
universities and colleges has developed to such a stage that it is now
in direct competition with restaurants which are subject to the sales
tax. In view of this fact, we suggest that the law be amended as
indicated above.

b.  The sales tax law be amended to provide that tangible
personal property sold in Utah to contractors to improve real
property outside of this state shall be exempt from the tax.

Under our present law, if a real property contractor purchases
tangible personal property in Utah and transports it out of this state
in his own conveyance to improve real property, then such
transaction is subject to the sales tax whereas, if such property is
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shipped to him by a common carrier or by the seller, such
transaction is exempt from the sales tax. It appears that the equity in
this situation would indicate the justification of the above
recommendation.
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Progress Report on Reappraisal Program
(59-5-106 to 111 UCA 1953 as amended)
New Values Implemented in 1972 Taxable Year, by Counties

13

Land Values Land Percentage
1971 1972 Increase Increase
3,328,700 6,472,602 3,143,902 94.45%
2,050,853 5,464,876 3,414,023  166.50%
1,538,078 2,144,447 606,369 39.42%
1,825,095 3,012,457 1,187,362 65.06%
3,658,355 5,445,395 1,887,040 53.03%
500,934 836,671 335,737 67.02%
518,939 791,559 272,620 52.53%
1,099,675 2,291,286 1,191,611 108.36%
1,776,116 2,727,895 951,779 53.59%
1,612,539 2,387,523 774,984 48.06%
17,809,284 31,574,711 13,765,427 77.29%

Building Values Building Percentage
1971 1972 Increase Increase
3,075,310 4,475,320 1,400,010 45.52%
3,197,976 4,583,062 1,385,086 43.31%
2,254,660 3,228,472 973,812 43.19%
782,245 1,528,583 746,338 95.41%
2,700,170 4,306,345 1,606,175 59.48%
555,832 900,953 345,121 62.09%
268,143 452,322 184,179 68.69%
1,137,257 2,045,209 907,952 79.84%
1,240,504 2,159,074 918,570 74.05%
1,286,803 2,438,452 1,151,649 89.50%
16,498,900 26,117,792 9,618,892 58.30%

Total Values Total Percentage
1971 1972 Increase Increase
6,404,010 10,947,922 4,543,912 70.95%
5,248,829 10,047,938 4,799,109 91.43%
3,792,738 5,372,919 1,580,181 41.66%
2,607,340 4,541,040 1,933,700 74.16%
6,258,525 9,751,740 3,493,215 55.82%
1,056,766 1,737,624 680,858 64.43%
787,082 1,243,881 456,799 58.04%
2,236,932 4,336,495 2,099,563 93.86%
3,016,620 4,886,969 1,870,349 62.00%
2,899,342 4,825,975 1,926,633 66.45%
34,308,184 57,692,503 23,384,319 68.20%
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Work in Process by Coun

! As of 6/30/72

% Complete Effective Year
Millard 100% ' 1973
Uintah ' 86% 1973
Washington 80% - 1973
Weber , 45%:- 1974
Tooele - 5% . 1974

Note: Contracts to be negotiated and work started in first half of
"1973: Box Elder, San Juan, Beaver and Davis. "

’ _ Total Standard Appraisal Units Completed and in Process
1969-70 |

17,450
1970-71 31,027
L 1971-72 51,020 |
Total Units Complete 99,497 ' 17.28%
Estimated in Process ' 8.00%
Total Estimated Completion 25.28%

Note:

The depa&iﬂéht is now geéred to a ijrddﬁétibn of aﬁprbki— '
- mately. 500 appraisal units per work day. - BENE
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Progress Report on Percentage of Total Land Mass Reappralsed

15

by Countles as of 6/30/72 N
: County Pexcent 7 “'Percent of

County - . Area (Acres) - . Completed . - State
Summit - 1,188,660 100 - .. 2.25
Wasatch © 762,240 CeA100 1.45
Morgan 390,400 100 7 0.74
Rich- 654,720 o100 - 1.24
Duchesne : 2,083,900 100 S 8.95
Wayne 1,591,040 - 100 . 3.02
Daggett - 438,680 100 -~ -0.83
Garfield : 3,318,400 © 7100 6.29
Kiane 2,670,240 - S°1000 0 4.88
Emery 2,844,580 100 " 5.40
Millard 4,347,520 : 100 8.25
Uintah : 2,862,080 86 - 4.67
Weber 371,840 45 . 0.32
Tooele ' 4,430,720 ; 5 7 0.42
Washington - : 1,653,280 80 f2 36

' Total - 46 07

Note: Since the initial counties reappraised are largely rural, where
travel time and costs are proportionately higher, this report
reflects an additional perspective on the reappraisal program.

Appeals and Reviews for Biennium

Informal Hearing bef;)re the Tax Commission:
Land — 223 Buildings — 135

Special field Inspections by Staff:

Land — 2,273 Buildings — 1,615

1969 Farmland Assessment Act (59-5-86 to 105, UCA 1953 as amended)

Number of acres classified in Biennium —
Number of separate field inspections due to appeals —

6,620,567
295




16 State Tax Commission

The Farmland Evaluation Advisory Committee, in cooperation
with the Utah State University, conducted an additional study which

resulted in two recommendations being adopted by the State Tax
Commission: )

1. It was found that meadow land producing wild hay, grasses,
etc., and which could be cropped only once during the season
did not have sufficient productive value to remain in the No.
IV Irrigated Classification. To correct this, a . new
classification termed “Meadow Land” was created and a new
lower productive value placed thereon.

2. A further study was conducted on the productive values of
orchard ground. Prior to: this time, most orchard ground had
been classified under. either No. III or No. IV Irrigated
ground.: The study conducted in those counties having
commercial fruit crops revealed that they had an even greater-
productive value than the No. I Irrigated Classification.

‘Schedules on these new values  have been forwarded to the
county assessors, and the tax commission staff is now correcting the
county plats to reflect these two general changes. '
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 PERSONAL PROPERTY AUDIT PROGRAM

" ‘Senate . Bill: 20 (59-5:110) _passed by the¢ 1969 “Legislature
required the state fax commission to audit twenty per cent of all
personal property accounts in the state each year in order to cover all
accounts once each five years. The tax commission has successfully
accomplished this task and has continuously kept current with it.

Coupled with the audit program has been the inventory phase
out, and this year will see the end of taxes on inventories. Inventories
along with other personal property items were taxed at 26% of fair
cash value. On January 1, 1970 this was reduced to 20%. On January
1, 1971 it was reduced to 14%, January 1, 1972 to 8% and on
January 1, 1973 and thereafter.inventories' will be exempt from tax,

as provided by section 59-2—24,'U.C.A., 1953.

The total assessed valuation of all personal property items in the
state of Utah Dec. 31, 1969 was $297,245,842. A year later, on Dec.
31, 1970 this figure rose to $311,818,962 and at the end of Dec.
1971, it was $314,435,644, for a total increase of $17,189,802, even
though the inventories in these figures were only assessed at 14%
instead of 26% at the end of this period. Motor vehicles are personal
property. and the values of motor vehicles are therefore ‘included in
the above totals. The increase in valuation of motor vehicles in this
period was $15,021,369 leaving a net increase ignoring motor

vehicles of $2,168,433.

Invenfories have ot been recorded as a separate item in the
accounting reports from the counties to the state tax gommission but
have beén. combined .with fixtures so it has been iimpossible to

determine the precise amount of assessment valuation dropped from.
the tax rolls as a result of the inventory phase out program, but the -
amount of inventory at assessed value on the tax rolls before phase.
out was probably about $50,000,000. A miore precise way of testing

the results ot the personal property audit program is given from
departmental records which show the following by fiscal years:
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