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SUMMARY

The Utah Supreme Court reviews challenges by Utah resident taxpayers to the treatment of income

earned outside Utah and in foreign countries. The court holds that the Dormant Commerce Clause and

Dormant Foreign Commerce Clause do not require Utah to apportion the taxpayers' income or allow

deductions for foreign income. It also concludes that Utah Code section 59-10-115(2) does not require

the claimed foreign-income deduction, affirming in part and reversing in part the tax court's ruling.
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Direct appeal from the Third District tax court's de novo review of a
Utah State Tax Commission determination; both parties moved for

summary judgment.

Summary judgment is reviewed for correctness, with no deference to
the lower court's legal conclusions. The tax court's de novo review of
the Commission's determination was conducted under Utah Code
section 59-1-601.
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QUESTIONS PRESENTED

1. Whether the Dormant Commerce Clause required Utah to apportion the Steiners' residency-based

income tax rather than provide a credit for taxes paid to other states.

2. Whether the Dormant Foreign Commerce Clause required Utah to allow a deduction or credit for

income earned in foreign countries.

3. Whether Utah Code section 59-10-115(2) required an equitable adjustment excluding the Steiners'

foreign income from Utah taxable income.

HOLDINGS

1. Utah's residency-based income tax system, which taxes residents' income and provides a credit for
qualifying taxes paid to other states, satisfies the internal-consistency requirement of the Dormant
Commerce Clause. The Constitution therefore does not require Utah to apportion the Steiners' income

instead.

2. The Dormant Foreign Commerce Clause did not require Utah to grant the Steiners a deduction or credit
for foreign income taxes. The court declined to extend foreign-commerce protections to individual
taxpayers or S corporation shareholders absent controlling United States Supreme Court precedent.

3. Utah Code section 59-10-115(2) authorizes an equitable adjustment only when the Utah tax code itself
imposes the double tax detriment. It does not authorize an adjustment merely because foreign income is

taxed by Utah and a foreign sovereign.

KEY QUOTATIONS

“We find no controlling precedent from the United States Supreme Court that mandates a decision striking
down the challenged Utah tax provisions on dormant commerce grounds. And we uphold their
constitutionality on that basis.” (9 4)

“Because Utah’s tax system is internally consistent, we hold that the Steiners’ Dormant Commerce Clause

challenge fails on the merits.” (9 41)

“We reverse the tax court and hold that Utah may tax the entirety of the Steiners’ foreign income based on

their residency in the state.” ( 50)

“Utah has not taxed their foreign income twice—it has only taxed it once. The second tax detriment they

suffered was at the hands of a foreign sovereign.” (Y 61)

FACTUAL BACKGROUND

Robert and Wendy Steiner were Utah residents who filed joint returns for tax years 2011, 2012, and 2013. Robert
held interests in Steiner, LLC, an S corporation shareholder that received pass-through income from Alsco, Inc.

and foreign subsidiaries, resulting in domestic and foreign business income being reported on the Steiners'



returns. They received federal credits for foreign taxes and claimed Utah credits for taxes paid to other states, but

also sought an equitable adjustment excluding foreign income from Utah taxable income.

PROCEDURAL HISTORY

The Tax Commission disallowed the Steiners' claimed equitable adjustment for foreign income, denied their
apportionment claim, and recalculated their state tax credit. After paying the assessed deficiency and statutory
interest, the Steiners appealed to the Third District tax court. The tax court held that Utah's treatment of income
earned in other states complied with the Dormant Commerce Clause but allowed an equitable adjustment for

foreign business income based on constitutional concerns. Both parties appealed to the Utah Supreme Court.

DISPOSITION

other

REMAND INSTRUCTIONS

The court reversed the tax court's allowance of the foreign-income equitable adjustment and held that the Utah
tax provisions were constitutional and did not authorize the claimed adjustment. The opinion does not state

separate detailed remand instructions.
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