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Utah State Tax Commission

• Monthly webinars of various tax topics.

• Ability to access the recording and presentation after the event.

• Free to all attendees.



Utah State Tax Commission Monthly Webinars
tax.utah.gov/business/training/webinars/#past



Individual Income Tax Audits 
and Common Errors

  



Audit/Exam Process

Request Letter
• Request return be filed, request verification, propose changes, etc.
• Documents/info exchanged, communication between examiner & taxpayer
• 30-day response date is flexible

 Cancellation Letter
• Sent to taxpayer if requested information is provided & no changes are needed to return

 Notice of Deficiency
• Notice sent that shows changes to return and amount due
• 30-day deadline is firm/strict
• Must pay or file appeal within 30 days

  



Audit Categories

• Federal Tape Mismatch

• CP2000 / Revenue Agent Report

• State-Only Line Items

• Non-filers



Federal Tape Mismatch

Some line items on the Utah return come directly from lines on the federal return.  These 
amounts must match and sometimes they don’t match for various reasons.  An audit is 
created when they don’t match and making the adjustment would result in material tax due.
Those items include: 

• Federal Adjusted Gross Income
• Prior year state tax refund - Itemizers
• Number of Exemptions / Dependents
• Standard / Itemized Deductions
• State Tax Addback
• Filing Status



Federal Tape Mismatch



CP2000 – Unreported Income Audits

Automated unreported income audits originally assessed by IRS.  
The IRS forwards this information to the states.  We adjust the 
Utah return if an amended return wasn’t filed or it was not 
corrected with the IRS.

Common income items not reported on tax returns:
• Wages
• Unemployment compensation
• Stocks/bonds sales
• Debt cancelation
• Retirement distributions



CP2000 – Unreported Income Audits



Revenue Agent Report

In-depth audits originally assessed by IRS.  The IRS forwards this 
information to the states.  We adjust the Utah return if an 
amended return wasn’t filed or it was not corrected the IRS.

Common items adjusted by an RAR audit:
• Filing status, dependents, standard deduction
• Business & rental income/expenses
• Itemized deductions
• Federal credits that may or may not affect UT return (Earned Income 

Tax Credit, Child Tax Credit, etc.)



Revenue Agent Report



State-only Line Item

Credits, deductions, adjustments that are specific to the Utah return.

Common examples of items reviewed include:
• Non/part-year income allocation
• Credits such as Renewable Energy Systems Credits, Health Benefit Plan 

Credit, Taxes Paid to Another State Credit, my529 Plan Credit (UESP), 
Withholding Credit, etc.

• Deductions such as Equitable Adjustments, U.S. Government Interest 
Deduction, Native American Income Deduction, Military Income 
Deductions, etc.



State-only Line Item



Non-filers

Many individuals just don’t file returns. 

Discovery program creates leads based on multiple factors such as amount of income, 
where that income is sourced, Utah residency ties, etc.

Common excuses/reasons for not filing a Utah return include:
• I wasn’t a Utah resident
• I didn’t have Utah source income
• My refund or tax due is small, so why bother filing?
• I didn’t think I made enough money
• Marriage, family, financial or medical issues kept me from filing



Non-filers



Tax, Penalty, Interest & Changes to Return



Paying the Audit



Payment Instructions & Coupon



Division Conference

Division Conference
Sometimes, a taxpayer may have questions or concerns about an ongoing audit. The taxpayer 
may, at any time during the audit process, speak with the auditor handling the audit, or ask to 
meet with the auditor’s supervisor to resolve any problem.

tax.utah.gov/general/audits



Failing to Respond & Contact Info



Contesting the Audit



Appeal Instructions



Appeals

If a taxpayer disagrees with the audit changes shown on the Notice of Deficiency, they may file an 
appeal to contest the charges. 

A Petition for Redetermination (TC-738) must be filed within 30 days of the date on the Notice of 
Deficiency.

• A petition can be in any form but must be in writing.
• If the 30th day falls on a weekend or holiday, the deadline is extended to the next 

business day.



Appeal Process

• Petition for appeal must be filed within 30 days of the notice of deficiency.
• The matter is generally scheduled for a status conference before an Administrative Law Judge.
• The parties are allowed additional time to exchange information, pursue resolution of 

associated dispute with IRS or otherwise work toward an agreement to resolve some or all of 
the pending issues.

• As new information becomes available, the audit findings may be amended or reversed. The 
parties may enter a settlement agreement that disposes of the appeal.

• If the parties cannot settle the dispute between them, or if the issue is a purely legal matter 
that requires a decision by the Commission, the matter is scheduled for a hearing.

• The appeal is set for an Initial Hearing, unless waived by the parties. The Commission’s Initial 
Hearing decision is subject to a request for a Formal Hearing.

• If a Formal Hearing has been held, once the Formal Hearing decision has been issued by the 
Commission, the taxpayer may seek judicial review of the Commission’s Formal Hearing 
decision within 30 days.



Appeal Process

tax.utah.gov/commission/appeals/audits/

https://tax.utah.gov/commission/appeals/audits/
https://tax.utah.gov/commission/appeals/audits/


Statute of Limitations

• Non-filing – Assessment may be made at anytime.

• Filed Returns – Three years from the date the return is filed. If the 
return is filed before the due date, will be considered as filed on 
the due date of the return. 

 
• IRS Audits – Six years from the date the IRS makes a change to the 

return. 
• 2022 tax return due 4/18/2023
• IRS makes audit changes 1/14/2026
• If no UT amended return filed, corresponding audit changes can be made until 1/14/2032



Recordkeeping

Utah Administrative Rule R865-9I-18:

(1) Every taxpayer shall keep adequate records for income tax purposes of a type which 
clearly reflect income and expense, gain or loss, and all transactions necessary in the 
conduct of business activities.

(2) Records of all transactions affecting income or expense, or gain or loss, and of all 
transactions for which deductions may be claimed, should be preserved by the 
taxpayer to enable preparation of returns correctly and to substantiate claims. All 
records shall be made available to an authorized agent of the commission when 
requested, for review or audit.



Common Errors On Individual 
Income Tax Returns



Health Benefit Plan Credit

A nonrefundable tax credit is available if you purchased your own health insurance and were not eligible to 
participate in a health benefit plan maintained and funded through an employer or former employer. 

Note: You do not qualify for this credit if you or your spouse had the option to have health insurance through 
an employer or former employer, even if you chose not to use the employer’s plan.

Credit of up to the current Utah tax rate (4.5% for 2025) of premiums paid for a qualified health benefit plan.

Maximum Credit 
$300 for a single taxpayer with no dependents
$600 for married filing jointly taxpayers with no dependents
$900 for all taxpayers with dependents

Common Errors:

• Already have health insurance plan funded by employer.

• Claiming credit for a supplemental plan.



Previously -Taxed Retirement Income

WARNING: Most filers do not qualify for this subtraction. This subtraction is for very rare cases 
where Utah taxes retirement income derived from contributions to a retirement plan that were 
previously taxed by another state.

Subtraction from income for a qualified IRC Section 401(a) retirement plan that is included in your 
federal adjusted gross income if, in the year it was paid into the plan, the amount was:

1. not included in your federal adjusted gross income; and

2. taxed by another state, the District of Columbia or a possession of the United States.

Common Errors:

• Claiming all retirement or social security income

• Commonly claimed on Utah sources of income



Income Taxes Paid To Another State
Common Errors:

• Claiming the withholding amount on a W-2 as taxes paid to another state.

• Claiming credit for taxes other than income tax.

• Claiming the entire amount of tax paid to another state.

• Part-year residents not prorating correctly on TC-40S.

If you are a Utah resident or part-year resident with income that is taxed by Utah and another 
state(s), the District of Columbia, or a possession of the United States, you may be entitled to a 
credit for income tax paid to the other state(s). Nonresidents do not qualify for this credit. 

Part Year Residents complete Schedule B to see if your income was taxed by both states.



Clean Energy Tax Credits
Common Errors:

• Claiming the tax before receiving the TC-40E approval from OED

• Claiming credit for the wrong year

Commercial Eligible Technologies
The Renewable Energy Systems Tax Credit applies to 
commercial installations utilizing solar PV, wind, 
geothermal, hydro, biomass or certain renewable 
thermal technologies.

Commercial Tax Credit Amount for All Eligible 
Clean Technologies

For installations of commercial buildings, the tax 
credit is refundable and is calculated as 10 percent 
of the eligible system cost or $50,000, whichever is 
less. 
The tax credit amount is calculated the same for all 
eligible renewable energy technologies.

Residential Clean Energy System Tax Credit
This credit is for reasonable costs, including 
installation, of a residential energy system that 
supplies energy to a Utah residential unit. Applies 
to residential installations utilizing: Solar photovoltaic 
(PV) (If installed in 2023 or prior), wind, geothermal, 
hydro, biomass or certain renewable thermal 
technologies.

For installations on residential dwelling units using 
wind, geothermal, hydro biomass technologies, or 
certain renewable thermal technologies, the tax 
credit is non-refundable and calculated as 25 
percent of the eligible system cost or $2,000, 
whichever is less.



Social Security Tax Credit
Common Errors:

• Using total Social Security instead of taxable portion to calculate the credit.

• Claiming Social Security Benefits and Retirement credit on same tax return.

A taxpayer, spouse (if filing jointly), or a dependent that received taxable Social Security retirement, 
disability, or survivor benefits may qualify for this credit. 

• You may only claim this credit for Social Security benefits included in adjusted gross income on 
this return.

This tax credit is phased out by $0.25 for each dollar over modified adjusted gross income.

The 2025 phase out begins for modified adjusted gross income amounts over:

• $45,000 for married filing separately 
• $54,000 for single, and 
• $90,000 for married filing jointly. 



Utah Earned Income Tax Credit

You may claim a nonrefundable Utah earned income tax credit equal to the 
lesser of 20 percent of your federal earned income tax credit or the total Utah 
wages shown on W-2s received. 

To qualify you must:
• qualify for and claim the federal credit in the same tax year, and
• earn Utah income that is reported on a W-2.

Common Errors:

• Claiming the full federal earned income tax credit.

• No Utah wages on a W-2 – Self employment income does not qualify.



Utah Child Tax Credit
Common Errors:

• Claiming the full federal child tax credit.

• Claiming dependents over 5 years of age

Utah Child Tax Credit 

You may claim a $1,000 non-refundable credit for any child who:
1. qualifies for the federal child tax credit under IRC 24, and
2. was, on the last day of 2025, No more than five years old

Tax Credit reduced by $.10 per dollar of Modified Adjusted Gross Income over phase out amounts:
 Married Filing Separate or filer of 1040-NR - $27,000
 Single, Head of Household or Qualified Surviving Spouse - $43,000
 Married Filing Joint - $54,000



Pass Through Entity Addition

Enter the total tax paid on your behalf by a pass-through entity during the tax year to:

1.Utah under §59-10-1403.2(2), and

2.any other state that imposes a tax similar to the tax described in §59-10-1403.2(2).

Common Errors:

• Not claiming the addition to income in the year the tax was paid on your behalf.
NOTE:  There is an exception to this requirement if the amount paid was not 
deducted on the pass-through entities federal return.

• Only claiming the Utah tax paid, not tax paid to all states.



Equitable Adjustments
Common Errors:

• Non or part year residents backing out non Utah income.

• Removing retirement or social security income.

• Removing income that already has a valid subtraction under Utah code.



Domicile- Non and Part Year Residents

Common Errors:

• All income earned in Utah,  or while you are a Utah resident is taxable in Utah.
• May qualify for a credit for taxes paid to another state.

• Not claiming income received while domiciled in Utah.

• Military and military spouse.

There was a change to Utah domicile rules effective January 1, 2024.  To see the new rules 
please visit: incometax.utah.gov/general-instructions/#domicile

To view military domicile and filing instructions, please view tax commission Publication 57

https://incometax.utah.gov/general-instructions/#domicile
https://incometax.utah.gov/general-instructions/#domicile
https://incometax.utah.gov/general-instructions/#domicile
https://tax.utah.gov/forms-pubs/pub-57/


Utah State Tax Commission Resources
Contact Us

Practitioner Hotline 801-297-7790   or  1-800-662-4335 ext. 7790

Customer Service – payment processing & liens 801-297-2200   or   1-800-662-4335

Taxpayer Resources Unit – basic tax questions 801-297-7705   or   1-800-662-4335 ext. 7705

TAP Support 801-297-3996 or   1-800-662-4335  ext. 3996

Email:  tapsupport@utah.gov

Taxpayer Advocate Service 801-297-7562 or   1-800-662-4335 ext. 7562

Email taxmaster@utah.gov

Online Resources

Tax Commission Website tax.utah.gov

Forms and Publications tax.utah.gov/forms

Online Services (TAP) tap.utah.gov

Tax Practitioner Information tax.utah.gov/taxpros

Individual Income Tax incometax.utah.gov

Tax Training tax.utah.gov/training
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