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BEFORE THE STATE BOARD OF TAX APPEALS
STATE OF ARIZONA
100 North 15th Avenue - Suite 140
Phoenix, Arizona 85007
G602.3564 1102

SUMIT and TWISHA GHOSH,
Docket Mo, 1983-07-

Appellants,

VS, NOTICE OF DECISION

FINDINGS OF FACT AND

ARIZONA DEPARTMENT OF REVENUE, CONCLUSIONS OF LAW

Tt ! P e N o ot et ot et et

Appelles.

The State Board of Tax Appeals, having considered all evidence and arguments presented, and
having taken the matter under advisement, finds and concludes as follows:

FINDINGS OF FACT

During tax year 2001, Sumit and Twisha Ghosh (*Appellants,” with the singular referring to Sumit
Ghosh) were Arizona residents. At that time, Appellant traveled between Arizona and New Jersey
earning income in both states. Appellants filed a 2001 Arizona Resident Personal Income Tax return but

did not include wages Appellant earned in New Jersey in their federal adjusted gross income.

Through an exchange of information agreement with the Internal Revenue Service (*|RS"), the
Arizona Department of Revenue (“Department”) learned that the federal adjusted gross income reported
on Appellants' 2001 federal income tax return was different from that reported on their 2001 Arizana
income tax return. Based upon this information, the Department issued an assessmeant increasing the
federal adjusted gross income reported to Arizonz to reflect the amount reported on the federal return.

Additionally, the Department treated Appellants as pari-year residents in the assessment pro-rating their

' The agreement is authorized by 25 US.C. § 5103(d).
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Motice of Decizion |
Docket Mo, 1963-07-1

dependent deductions, personal exemptions and itemized deductions accordingly. The Departrment also
allowed a credit of $2,751 for taxes paid to New Jersay, in accordance with the amount reported as

Appellants’ tax lizbility on their Mew Jersey raturmn.

Appellants protested the assessment claiming that they were full-time residents of both Arizona
and Mew Jersey in 2001. The Department modified the assessment to reflact the full-time residency
status claimed by Appellants resulting in additional incorme tax and interest due. Appellants then
protested the medified assessment to the Department's hearing officer arguing that they were entitled to a
credit of taxes paid to New Jersey in the amount of $4,597 42 withheld by Appellant's New Jersey

employer. The hearing officer denied the protest and Appellants now timely appeal to this Board.
DISCUSSION

The issue before the Board is whether Appellants are liable for the income tax and interest
assessed by the Department. Appellants argue that they are not liable for tax assessed because the
Department did not fully credit them for taxes paid to New Jersay.

AR.S. § 431071 provides that;

residents® shall be allowed a credit against the taxes imposed by [Arizona] for net income
faxes imposed by and paid to another state or country on income taxable [by Arizona],"
subject to certain conditions. (Emphasis added )

The Arizona Administrative Code (A.A.C. R15-2C-501.A 8) defines "net income tax" as:

a tax that grants deductions or exemptions from gross income. A systern of taxation that
Assesses taxes on gross income, gross receipts, or gross dividends is not a net income
tax. Taxes withheld from income do not constitute a net income fax. (Emphasis added.)

This interpretation has been accepted by Arizona courts. See, State ex rel Arizona Dept of

Rev. v. Short, 192 Ariz. 322, 965 P.2d 56 (App. 1998).

7 Appellants’ residency is not in dispute.
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Motice of Decision
Docket No. 1883-07-

The tax withheld by Appellant's New Jersey employer is a withholding tax that does not grant
deductions or exemptions and, thus, is not a net income tax. Appellants are entitled to a credit of $2,751
only for the net income tax imposed by the State of New Jersey, nat for the $4,557.42 withheld.
Therefore, Appellants are liable for the resulting assessment of tax.  Finally, for Arizona purposes,
interest is a part of the tax and generally may not be abated unless the tax to which it relates is found not
fo be due for whatever reason. AR.S. § 42-1123(C). The tax in this case is due and the associatad
interest cannot be abated.

CONCLUSIONS OF LAW

1. Appellants are liable for the tax assessed. AR.S. § 43-1071; AAC. R15-2C-501.A.6: s0e,
State ex rel. Arizona Dep’t of Rev. v. Short, 192 Ariz. 322, 965 P.2d 56 (App. 1998).

2. Appellants are liable for the interest assessed. AR.S § 42-1123(C).

ORDER

THEREFORE, IT IS HEREBY ORDERED that the appeal is denied and the final order of thel

Department is affirmed.




10

11

12

13

14

15

16

1,

18

18

20

21

22

23

24

25

Motice of Dacizion
Dockst Ma. 1883-07-1

This decision becomes final upon the expiration of thirty (30) days from receipt by the taxpayer,
unless either the State or taxpayer brings an action in supericr court as provided in A.R.S. §42-1254

DATED this 22nd day of  mpcust . 2008

STATE BOARD OF TAX APPEALS

; &’
= / e C—""’} :
Japige-C. Washington, Chairperson

JOWALW
CERTIFIED

Copies of the foregoing
Mailed or delivered to:

Sumit and Twisha Ghosh
917 Joel Drive
Tyler, TX 75703

Kimberly Cygan

Assistant Attorney General
Civil Division, Tax Section
1275 West Washington Street
Phoenix, Arizona 85007
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