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Repatriation Tax (IRC § 965): The proposed legislation would clarify that under existing law 
foreign earnings deemed repatriated under IRC § 965 are included in the Utah state tax base.  
Oppose Utah’s taxation of any portion of the foreign earnings deemed repatriated under IRC § 
965. 

Utah should decouple from IRC § 965 or provide a 100% deduction for amounts included in federal 
income under IRC § 965.  Utah is the only state that enacted legislation in response to federal tax 
reform that decided to tax more than 20% of a taxpayer’s foreign earnings deemed repatriated 
under IRC § 965.  In fact, the vast majority of states that enacted legislation in response to federal 
tax reform explicitly decouple from IRC § 965 or have a dividends-received deduction that 
excludes the at least 95% of the deemed repatriated foreign earnings from the state tax base.  Utah’s 
current tax on the deemed repatriated foreign earnings signals that Utah does not maintain a pro-
business environment and, consequently, other states may become more attractive for future 
investment.  
 
The repatriation provisions in IRC § 965 are related to the transition of the federal income tax from 
a “world-wide” to “quasi-territorial” tax system and the Utah tax system is not undergoing such a 
transition so the provisions serve no purpose in Utah.  With respect to Utah’s world-wide filers, 
the Utah system of taxation will remain a world-wide tax system.  Under the world-wide system, 
Utah already taxes the earnings of unitary foreign subsidiaries and cannot constitutionally tax the 
earnings of non-unitary foreign subsidiaries.  Thus, the repatriation provisions would be moot with 
respect to Utah’s world-wide filers.  With respect to Utah’s water’s edge filers, excluding deemed 
repatriated foreign earnings from the tax base is consistent with Utah’s historic policy of not 
including world-wide income in the tax base.  Inclusion of deemed repatriated foreign earnings is 
contrary to this policy because it would be taxation of income earned in a foreign trade or business.   
 
Decoupling from IRC § 965 or providing a 100% deduction for foreign earnings deemed 
repatriated under IRC § 965 also avoids significant apportionment complexity and potential 
constitutional disputes.   

 


