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10 II The State Board of Tax Appeals, having considered all evidence and arguments presented, an

11 II having taken the matter under advisement, finds and concludes as follows:

12 II FINDINGS OF FACT

13 II Loren R. and Roberta M. Bergh ("Appellants") became Arizona residents in 1996 and fil

14 II Arizona income tax retums for tax years 1997 and 1998. On their 1998 State return, they report,

15 II capital gain income from the sale of property located in Washington. Appellants later amended the 199

16 II return subtracting the capital gain from their income and claiming a refund of income tax paid.

17 II Arizona Department of Revenue (the "Department") denied the refund claim.

18 II Appellants protested the denial to the Department's Hearing Officer who denied the protest

19 II Appellants then protested the Hearing Officer's decision to the Director who affirmed the decision.

20 II Appellants now timely appeal to this Board.

21 II DISCUSSION

22 II It is the intent of the Arizona Legislature "to impose on each resident of this state a tax measurl

23 II by taxable income wherever derived." A.R.S. § 43-102(A)(4). The Legislature has adopted "th

24 II provisions of the federal internal revenue code relating to the measurement of adjusted gross income fo

25 II individuals, to the end that adjusted gross income reported each taxable year by an individual to th

26 II internal revenue service shall be the identical sum reported to this state, subject only to [specificall

27 II enumerated] modifications. A.R.S. § 43-102(A)(1)." Accordingly, absent a specifically enumerat,
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1 II statutory adjustment, the amount of income reported to Arizona must be identical to ,the amount 0

2 II adjusted gross income reported to the Internal Revenue Service ("IRS"). AR.S. § 43-102(A)(1).

3 II Appellants properly included the capital gain from the sale of their Washington property in thei

4 II federal adjusted gross income. There is no provision under Arizona law that permits them to exclude thi

5 II capital gain from their 1998 Arizona income. The right to a deduction does not exist in the absence 0

6 II statutory authority. Department of Revenue v. Transamerica Title Ins. Co. Therefore, the amoun

7 II received is included in Arizona income. AR.S. § 43-102(A)(1).

8 II Appellants argue that their payment of Washington State property tax during the years the'

9 II owned the property relieves them of the obligation to pay income tax on the capital gain from the sale 0

10 II the property. Appellants rely on AR.S. § 43-1071, which states in part :

11 II A Subject to the following conditions, residents shall be allowed a credit against the
taxes imposed by this chapter for net income taxes imposed by and paid to another

12 II state or country on income taxable under this chapter:

13 II 1. The credit shall be allowed only for taxes paid to the other state or country on
income that is derived from sources within that state or country and that is

14 II taxable under its laws irrespective of the residence or domicile of the
recipient.

15

18 II subtract the capital gain income from the sale of their Washington property under this provision becau

16 II The statute specifically provides for a credit for income tax imposed by another state.

17 II acknowledge that Washington does not have a state income tax but argue that they should be able t,

19 II they paid property tax for the support of Washington State in lieu of a state income tax.

20 II There is no authority for Appellants' position. AR.S. § 43-1071 relates to income tax only, no

21 II property tax. There is no provision under Arizona law that allows Appellants to subtract this amount fro

22 II Arizona income. Because the income is taxable for federal purposes and there is no availabl

23 II adjustment to Arizona income to allow for the subtraction of the income, the income is subject to Arizon

24 II income tax. AR.S. § 43-102(A)(1).

25 II CONCLUSIONS OF LAW

26 II Appellants are not entitled to the refund claimed. See AR.S. § 43-102(A)(1).

27

28

2



Notice d Decision
Docket No. 1832-00-1

ORDER

2 II THEREFORE.. IT IS HEREBY ORDERED that the appeal is denied, and the final order of th

3 II Department is affirmed.

4 II This decision becomes final upon the expiration of thirty (30) days from receipt by the taxpayer"

5 II unless either the State or taxpayer brings an action in .superiorcourt as provided in A.R.S. § 42-1254.

6 DATED this 24th day of October ,2000.
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11 II SPL:ALW
.. .QERTIFIED

12 "
Copies of the foregoing

13 mailed or delivered to:

14 Loren R. and Roberta M. Bergh
1959 Spruce Drive

1511 Lake Havasu City, Arizona 8640616 Christine Cassetta
Assistant Attorney General

17 II Civil Division, Tax Section
1275 West Washington Street

18 II Phoenix, Arizona 85007


