Dear Senators STEGNER, Siddoway, Werk, and
Representatives LAKE, Collins, Killen:

The Legislative Services Office, Research and Legislation, has received the enclosed rules of

the State Tax Commission:

IDAPA 35.01.01 - Rules Pertaining To The Income Tax Administrative Rules (Docket No.
35-0101-1102);

IDAPA 35.01.02 - Rules Pertaining To The Sales Tax Administrative Rules (Docket No.
35-0102-1101);

IDAPA 35.01.07 - Rules Pertaining To The Kilowatt Hour Tax Administrative Rules (Docket No.
35-0107-1101);

IDAPA 35.01.08 - Rules Pertaining To The Mine License Tax Administrative Rules (Docket No.
35-0108-1101);

IDAPA 35.02.01 - Rules Pertaining To The Tax Commission Administration &amp; Enforcement
Rules (Docket No. 35-0201-1101).

Pursuant to Section 67-454, Idaho Code, a meeting on the enclosed rules may be called by the
cochairmen or by two (2) or more members of the subcommittee giving oral or written notice to Research
and Legislation no later than fourteen (14) days after receipt of the rules analysis from Legislative
Services. The final date to call a meeting on the enclosed rules is no later than 10/12/2011. If a meeting is
called, the subcommittee must hold the meeting within forty-two (42) days of receipt of the rules analysis
from Legislative Services. The final date to hold a meeting on the enclosed rules is 11/09/2011.

The germane joint subcommittee may request a statement of economic impact with respect to a
proposed rule by notifying Research and Legislation. There is no time limit on requesting this statement,
and it may be requested whether or not a meeting on the proposed rule is called or after a meeting has
been held.

To notify Research and Legislation, call 334-4845, or send a written request to the address or FAX

number indicated on the memorandum enclosed.
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Legislative Services Oflice
Idaho State Legislature

Jeff Voutz Serving faho s Caizen legralatiure
Director
MEMORANDUM
TO: Rules Review Subcommittee of the Senate Local Government & Taxation Committee and

the House Revenue & Taxation Committee
FROM: Division Manager - Mike Nugent
DATE: September 22, 2011
SUBJECT: State Tax Commission
IDAPA 35.01.01 - Rules Pertaining To The Income Tax Administrative Rules (Docket No. 35-0101-1102)
IDAPA 35.01.02 - Rules Pertaining To The Sales Tax Administrative Rules (Docket No. 35-0102-1101)

IDAPA 35.01.07 - Rules Pertaining To The Kilowatt Hour Tax Administrative Rules (Docket No. 35-0107-
1101)

IDAPA 35.01.08 - Rules Pertaining To The Mine License Tax Administrative Rules (Docket No. 35-0108-
1101)

IDAPA 35.02.01 - Rules Pertaining To The Tax Commission Administration & Enforcement Rules (Docket
No. 35-0201-1101)

Income Tax Rules These proposed rules implement the provisions of HBS, HB102, HB297 and SB1079
as well as HB630 of 2010, changes to the Servicemembers Civil Relief Act and the court case of Washington
v. Confederated Tribes of the Colville Indian Reservation, 447 U.S. 134.

HB8 amended the State Income Tax Law to not allow a nonresident with additional income with a pass-
through entity to forego withholding, to change the timing of withholding from the actual distribution of income
to the time when the income is required to be reported on the taxpayer’s individual return, to provide that
publicly-traded partnerships are not required to withhold income tax if conditions are met, and to clarify the
computation of reportable income from the sale of a publicly traded partnership.

HB102 was the annual Internal Revenue Code conformance bill and updated references to the Internal
Revenue Code and to revise how the adjusted basis of depreciable property, depreciation and capital gains and
losses shall be computed as a result of two 2010 Congressional enactments.

HB297 revised the income tax credit for new employees, with a three-year sunset date.

SB1079 extended the time for which active duty military personnel may receive a state refund due them,
essentially extending the statute of limitations for eligible veterans for the receipt of monies due them.

HB630 passed the Legislature in 2010, not 2011, as indicated in the notice of intended agency action,
and it increases the existing income tax credit for donations to the following organizations located within the
state of Idaho to help them cope with recent budget reductions: public and nonprofit private K12 schools and
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universities in Idaho, Idaho Public Broadcasting, Idaho State Historical Society, Idaho libraries and museums.
The bill also temporarily added the following to the list of eligible donees: Idaho Commission of Hispanic
Affairs, Idaho Commission for the Blind and Visually Impaired, Idaho Council on Developmental Disabilities,®
Idaho State Independent Living Council, Idaho Council for the Deaf and Hard of Hearing. For individual
taxpayers, the tax credit remains equal to 50% of the contribution, but would be limited to 50% (rather than
20%) of the taxpayer’s total Idaho income tax liability. The maximum annual amount of the credit is increased
from $100 ($200 on a jointly filed return) to $500 ($1,000 on a jointly filed return). For corporate taxpayers, the
tax credit remains equal to 50% of the contribution and limited to 10% of the corporation’s total Idaho income
tax liability. The maximum annual credit is increased from $1,000 to $5,000. All provisions enacted by this
legislation will sunset in five years after enactment.

The proposed rule change to implement the Confederated Tribes of the Colville Indian Reservation case
provided that income earned by an enrolled member living on a reservation working off the reservation is sub-
ject to tax only if the income is earned in Idaho.

Sales Tax Rules. The State Tax Commission is proposing to pomulgate administrative rules to implement
the provisions of HB213, HB214 and SB1052 in 2011.

HB213 clarified that for sales tax purposes, sales price shall not include a gratuity or tip when serving
meals and, therefore, is not taxed, making consistent that services are exempt from sales tax.

HB214 provided the use tax shall not apply to any use of a motor vehicle which is registered or licensed
under the laws of the state of residence of a nonresident student while such nonresident student is enrolled as
a full-time student in an institution of post-secondary education that is both physically located in Idaho and
recognized as accredited by the State Board of Education.

SB1052 provided an exemption from the use tax for military personnel temporarily assigned in this state
and spouses who accompany them.

Kilowatt Hour Tax. This proposed rule allows producers of electricity whose previous year's annual tax
liability was equal to or less than fifteen thousand dollars to file a quarterly return, at the discretion of the tax
commission, no later than the last day of the month following the end of the calendar quarter to which the return
relates. The proposed rule provides when a filing cycle is changed, the change will take effect on January 1 of
the following year.

Mine License Tax Rules. This proposed rule would define "valuable mineral" for mine license tax pur-
poses to include not only gold, silver, copper, lead, zinc, coal, phosphate and limestone but also any other
substance not gaseous or liquid in its natural state which makes real property more valuable by reason of its
presence thereon or thereunder and upon which depletion is allowable pursuant to Section 613 of the Internal
Revenue Code. This includes, but is not limited to, calcium carbonates, garnet, granite, pumice, quartzite, sco-
ria, shale, slate and stone (including dimension and ornamental stone). Sand and gravel are not included in the
definition.

Administration and Enforcement Rules. This proposed rule implements HB680 of 2010 and not 2011
as indicated by the State Tax Commission which transferred the administration of the Unclaimed Property
Division from the State Tax Commission to the Office of State Treasurer.

All five sets of proposed rules appear to be within the statutory authority granted to the State Tax Com-
mission. One point we would caution both the State Tax Commission and the Office of the Rules Coordinator
is that both need to do a better job of making sure legislation that is being implemented is referred to in the
proper year. There were two typographical errors in the Notice of Intended Rulemaking as to when the enabling
legislation passed. This may seem like a nit-picky thing, but if either of those rules were to end up before a
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court, a court could have a convenient reason to invalidate the rule because the public was mislead by the wrong
date or dates.

cc: State Tax Commission
Cynthia Adrian & McLean Russell

Page 3 of 3



IDAPA 35 - STATE TAX COMMISSION
35.01.01 - INCOME TAX ADMINISTRATIVE RULES
DOCKET NO. 35-0101-1102
NOTICE OF RULEMAKING - PROPOSED RULE

AUTHORITY: In compliance with Section 67-5221(1), Idaho Code, notice is hereby given that this agency has
initiated proposed rulemaking procedures. The action is authorized pursuant to Sections 63-105 and 63-3039, Idaho
Code.

PUBLIC HEARING SCHEDULE: Public hearing(s) concerning this rulemaking will be scheduled if requested in
writing by twenty-five (25) persons, a political subdivision, or an agency, not later than October 19, 2011.

The hearing site(s) will be accessible to persons with disabilities. Requests for accommodation must be made not
later than five (5) days prior to the hearing, to the agency address below.

DESCRIPTIVE SUMMARY: The following is a nontechnical explanation of the substance and purpose of the
proposed rulemaking:

Rule 001 is being amended to add the reference to Idaho Code section 63-3039 and subsections 001.03 through
001.05, which address the effective date, closed years or issues, and transactions before an effective date of the rules
in this chapter.

Rule 030 is being amended to include the reference to Rule 032 with regard to the safe harbor exception and
military servicemembers and their spouses.

Rule 032 is being amended to conform to changes to the Servicemembers Civil Relief Act (Act). The Act now
changes the Idaho terminology to match the federal terminology used.

Rule 033 is being amended so the exemption for income earned on an Indian reservation matches the federal law
as determined in Washington v. Confederated Tribes of Colville Indian Reservation, 447 U.S. 134. Subsection 02 is
being corrected so that income earned by an enrolled member living on a reservation working off the reservation is
subject to tax only if the income is earned in Idaho. Information is added to clarify other issues not currently
addressed such as how filing requirements are determined.

Rule 075 is being amended to add the tax brackets for calendar year 2011, and remove the information for
calendar year 2006 so only five years of historical datais retained in the rule. Idaho Code section 63-3024 establishes
the tax rates for individuals, trusts and estates and requires adjusting the income tax brackets annually for the effects
of inflation.

Rules 105, 120, 125, 253 & 254 are being amended consistent with House Bill 102, which was passed by the
2011 Idaho Legisature. The bill amended Idaho Code section 63-30220 to end the conformity to bonus depreciation
for property placed in service after 2009. Rules 105, 120, 125, 253 & 254 are modified to indicate the additional years
to which the bonus depreciation adjustments apply.

Rule 121 is being amended to remove information related to the standard deduction for tax year 1999.

Rule 171 is being amended to clarify that real property must be held 12 months to qualify as required by the
statute. The amendment also addresses the difference in computing the holding period of property received in
liquidating versus nonliquidating distributions from partnerships and S corporations.

Rule 250 is being amended to address when interest and dividend income is received by a part-year resident.

Rule 263 is being amended to specifically address the sourcing of guaranteed payments and distributions in
excess of basis that a nonresident individual partner would report to Idaho.

Rule 266 is being amended consistent with House Bill 8, which was passed by the 2011 Idaho Legislature. The
bill amended Idaho Code section 63-3022L to change when anonresident is ineligible to make the election to have a
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STATE TAX COMMISSION Docket No. 35-0101-1102
Income Tax Administrative Rules Proposed Rulemaking

pass-through entity pay histax on such income. It also modified section 63-3026A to change what a nonresident who
sells an interest in a publicly traded partnership must report as Idaho source income. Rule 266 is modified since it
addresses the gains or losses from the sale of a partnership interest.

Rule 267 is being promulgated to address the amount of a suspended passive activity loss a part-year resident is
allowed to deduct on their Idaho return, which would be based on the proportion of the year the individual resided in
Idaho.

Rule 270 is being amended to provide more information on what constitutes an Idaho work day.

Rule 275 is being amended to provide clarification as to what does and doesn’t qualify as investment income for
nonresidents.

Rule 290 is being amended consistent with House Bill 8, which was passed by the 2011 Idaho Legislature. The
bill amended the Idaho Code section 63-3022L to change when a nonresident is ineligible to make the election to
have a pass-through entity pay his tax on such income. It also modified section 63-3026A to change what a
nonresident who sells an interest in a publicly traded partnership must report as Idaho source income. Rule 290 is
modified to conform to changes to Idaho Code section 63-3022L since it lists who can make the election.

Rule 570 is being amended to address how the receipts from the sale of stock in another corporation will be
sourced for purposes of the sales factor numerator when it represents the sale of operational assets of a business.

Rule 582 is being amended to eliminate the “ presumption” language included in the rule and state unequivocally
that the entities listed are financia institutions, consistent with the definition in other states and the recommended
definition by the Multistate Tax Commission.

Rule 705 is being amended consistent with House Bill 630, which was passed by the 2011 Idaho L egislature. The
bill amended Idaho Code section 63-3029A to limit the qualifying contributions to monetary donations. Rule 705 is
modified to correct the types of contributions that qualify for the credit consistent with the law change.

Rule 711 is being amended to address how the investment tax credit may be shared in the year a corporation with
ITCisacquired.

Rules 712 & 713 are being repeal ed because the maximum carryover period on the years covered in these rules
has expired.

Rules 745-748 are being amended consistent with House Bill 297, which was passed by the 2011 Idaho
Legidlature. The bill repealed 1daho Code section 63-3029E and amended 1daho Code section 63-3029F to revise the
income tax credit allowed for qualifying new employees. Rules 745-748 are modified to indicate the applicable years
for earning the previous credit and using the carryover.

Rules 755-759 are being promulgated consistent with House Bill 297, which was passed by the 2011 Idaho
Legislature. The hill repealed Idaho Code section 63-3029E and amended 1daho Code section 63-3029F to revise the
income tax credit allowed for qualifying new employees. Rules 755-759 are being promulgated to clarify new
provisions of the law.

Rules 761 & 762 are being repealed because the statute of limitations has expired on the tax years covered in
these rules.

Rule 771 is being amended to add tax year 2011 and the applicable grocery credit amounts to the table.

Rule 815 is being amended consistent with S1079, which was passed by the 2011 Idaho Legidature. The hill
amended Idaho Code section 63-3033 to provide an individual serving in the Armed Forces or in support of the
Armed Forces serving in acombat zone or contingency operation with an extension of timeto pay tax without interest
if an extension of time to file was allowed under Internal Revenue Code section 7508. Rule 815 is modified since it
addresses the accrual of interest with extensions.
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Rule 877 is being amended consistent with House Bill 8, which was passed by the 2011 Idaho Legislature. The
bill amended Idaho Code section 63-3036B to modify the base on which backup withholding is computed from actual
distributions to distributive or pro rataincome. Rule 877 is modified to conform to the statutory changes and change
the due date for filing the backup withholding from January 31 to April 15.

Rule 880 is being amended consistent with S1079, which was passed by the 2011 Idaho Legidature. The hill
amended |daho Code section 63-3072 to provide individual s who receive an extension of time to file atax return with
additional time to receive arefund of withholding. Rule 880 is modified since it addresses the limitations on refunds
of withholding and estimated payments.

FEE SUMMARY: The following is a specific description of the fee or charge imposed or increased: N/A

FISCAL IMPACT: The following is a specific description, if applicable, of any negative fiscal impact on the state
general fund greater than ten thousand dollars ($10,000) during the fiscal year resulting from this rulemaking: N/A

NEGOTIATED RULEMAKING: Pursuant to Section 67-5220(2), Idaho Code, negotiated rulemaking was not
conducted because the changes were of a simple nature.

INCORPORATION BY REFERENCE: Pursuant to Section 67-5229(2)(a), Idaho Code, the following is a brief
synopsis of why the materials cited are being incorporated by referenceinto this rule: N/A

ASSISTANCE ON TECHNICAL QUESTIONS, SUBMISSION OF WRITTEN COMMENTS: For assistance
on technical questions concerning the proposed rule, contact Cynthia Adrian at (208) 334-7544.

Anyone may submit written comments regarding this proposed rulemaking. All written comments must be
directed to the undersigned and must be delivered on or before October 26, 2011.

DATED this 31% day of August, 2011.

Cynthia Adrian

Tax Policy Specialist

Idaho State Tax Commission

800 Park Blvd., Plaza |V

P.O. Box 36, Boise, ID 83722-0410
(208) 334-7544

THE FOLLOWING ISTHE PROPOSED TEXT OF DOCKET NO. 35-0101-1102

001. TITLE AND SCOPE (RULE 001).
Section 63-3039, Idaho Code. ( )

01 Title. These rules shall be cited as IDAPA 35.01.01.000, et seq., Idaho State Tax Commission
Rules IDAPA 35.01.01, “Income Tax Administrative Rules.” ( )

02. Scope. Fhey-shalt These rules will be construed to reach the full jurisdictional extent of the state of
Idaho's authority to impose a tax on income of all persons who derive income from Idaho sources or who enjoy
benefits of Idaho residence. 3-20-97)( )

03. Effective Date. To the extent alowed by statute, rules in this chapter will be applied on their
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Income Tax Administrative Rules Proposed Rulemaking
effective date to all taxable years open for determining tax liability. ( )
04. Closed Years or Issues. Taxable years closed by the statute of limitations remain closed and are

not reopened by the promulgation, repeal or amendment of any rule. | ssues resolved by the expiration of appeal time,
a notice of deficiency determination, or a final decision of the Tax Commission will not be reopened by the
promulgation, repeal, or amendment of any rule. ( )

05. Transactions Before an Effective Date. A rule will not be applied to transactions occurring before
its effective date in a case where, in the opinion of the Tax Commission, to do so would create an obvious injustice.

(BREAK IN CONTINUITY OF SECTIONS)

030. RESIDENT (RULE 030).

Section 63-3013, Idaho Code. (3-20-97)
01. Resident. The term resident applies to individuals, estates, and trusts. (3-20-97)
a Anindividua is aresident if he meets either of the tests set forth in Section 63-3013, Idaho Code.

For the rules relating to the residency status of aliens, see Rule 031 of these rules. For the rules relating to the
residency status of servicemembers ef-the-Armed-—orees and their spouses, see Rule 032 of these rules. For the rules

relating to Native Americans, see Rule 033 of theserules. (3-20-91 )
b. For the rules relating to the residency status of estates, see Rule 034 of these rules. (3-20-97)
C. For the rules relating to the residency status of trusts, see Rule 035 of theserules. (3-20-97)
02. Domicile. The term domicile means the place where an individual has his true, fixed, permanent

home and principal establishment, and to which place he has the intention of returning whenever he is absent. An
individual can have several residences or dwelling places, but he legally can have but one domicile at atime.

(3-20-97)
a. Domicile, once established, is never lost until there is a concurrence of a specific intent to abandon

an old domicile, an intent to acquire a specific new domicile, and the actual physical presencein anew domicile.
(3-20-97)
b. All individuals who have been domiciled in Idaho for the entire taxable year are residents for daho
income tax purposes, even though they have actually resided outside Idaho during all or part of the taxable year,
except as provided in Section 63-3013(2), |daho Code. (7-1-98)
C. Anindividual meeting the safe harbor exception set forth in Section 63-3013(2), Idaho Code, is not
considered a resident of Idaho. Any individual meeting the safe harbor exception to residency status is either a
nonresident or part-year resident. (7-1-98)
d. The safe harbor exception to being a resident of Idaho does not apply to a servicemember or a
servicemember’s spouse domiciled in Idaho if the Servicemembers Civil Relief Act appliesto theindividual. ( )
03. Place of Abode. See Rule 040 of these rules for information as to what constitutes a place of abode.
(7-1-98)

(BREAK IN CONTINUITY OF SECTIONS)
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032. MEMBERS OF THE UNIFORMED SERVICES (RULE 032).

01. Servicemembers Civil Relief Act. Section 511 of the Servicemembers Civil Relief Act (50 U.S.C.
App. Section 571) provides that a servicemember will neither lose nor acquire a residence or domicile with regard to
hisincome tax as aresult of being absent or present in a state due to military orders. (4-7-11)

02. Servicemember. A servicemember is defined to include any member of the uniformed services as
that term is defined in 10 U.S.C. Section 101(a)(5). A member of the uniformed services includes: (4-7-11)

a. A member of the armed forces, which includes a member of the Army, Navy, Air Force, Marine
Corps, or Coast Guard on active duty. It also includes a member of the National Guard who has been called to active
service by the President of the United States or the Secretary of Defense of the United States for aperiod of more than
thirty (30) consecutive days under 32 U.S.C. Section 502(f), for purposes of responding to a national emergency

declared by the President and supported by federal funds. (4-2-08)
b. The commissioned corps of the National Oceanic and Atmospheric Administration in active

service; and (4-2-08)
C. The commissioned corps of the Public Health Service in active service. (4-2-08)
03. Idaho Residency Satus. (4-7-11)
a. A servicemember is-reta does not become an Idaho resident ef-er—demieHed for income tax

purposes by reason of being present in Idaho solely as-aresult-of-betng-stationed in tdahe compliance with military

orders. 47211y )
b.

A servrcemember does not Iose h| S status as an Idaho resi dent for |ncome tax purposes bv reason

of being absent from Idaho solely in compliance with military orders. The safe harbor exception to being aresident as
provided in Section 63-3013(2), Idaho Code, does not apply to a servicemember covered by the federal law.

@)

reasons other than compllance with m|I|tarv orders the standard
analysis of residency under Sections 63-3013, 63-3013A, and 63-3014, Idaho Code, applies.

e
resrdent:
e
fd. See Subsection 032.057 of this rule for information relating to a spouse of a servicemember.
G )
04. Military Service Compensation. (4-7-11)
a. Section 511 of the Servicemembers Civil Relief Act (50 U.S.C. App. Section 571) provides that the
military service compensation of a servicemember who is not domiciled in Idaho is not considered income from
|daho sources. (4-7-11)
b. The military service compensation of a servicemember who is domiciled in Idaho is subject to

Idaho income tax. However, Section 63-3022(h), Idaho Code, provides that compensation paid to a member of the
United States Armed Forces for active duty military service performed outside Idaho is deducted from taxable
income in determining the member’s Idaho taxable income. A member of the armed forces does not include the
commissioned corps of the National Oceanic and Atmospheric Administration or the commissioned corps of the
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Public Health Service, unless they have been militarized by Presidential Executive Order under Title 42, United
States Code. See Section 63-3022(h), Idaho Code, for the specific qualifications of this deduction. (4-7-12)

05. Military Separation Pay. Military separation pay received for voluntary or involuntary separation
from active military service is not considered military service compensation. Therefore, Subsection 032.04 of this

rule does not apply. (4-7-12)
a. Military separation pay is included in Idaho taxable income only if the recipient is domiciled in or
residing in Idaho when the separation pay is received. (3-20-97)
b. For purposes of thisrule, aformer active duty servicemember whose home of record at the time of
separation from the military was a state other than Idaho is not deemed to be residing in Idaho if he moves from Idaho
within thirty (30) days from the date of separation from active duty. (3-20-97)
06. Nonmilitary Income. All Idaho source income earned by a servicemember is subject to Idaho
taxation except as expressly limited by the Idaho Income Tax Act and these rules. (4-7-11)

07. Spouses of Servicemembers. Beginning on January 1, 2009, Section 511 of the Servicemembers
Civil Relief Act also appliesto the spouse of a servicemember-
servicemember’'s home of record. In-such-cases: (4-7-11)( )

a. Fheldahoresidency-status-of the |f a spouse
| of a servicemember has the same domicile or state of residency for tax purposes as the
servicemember, the spouse of the servicemember does not become an Idaho resident for income tax purposes by
reason of being present in Idaho solely to be with the servicemember who is stationed in Idaho. G711y )

b. If the a spouse is-demietted-in of a servicemember and the servicemember are both |daho—aH-the
speuse's residents for income is-subject-te-tax-by tax purposes, the spouse of the servicemember does not lose his
status as an Idaho resident for income tax purposes by reason of being absent from Idaho solely to be with the

servicemember who is stationed outside of Idaho. 4713y )
C. If the spouse is not derieited-in aresident of Idaho for income tax purposes because of the reason
stated in Paragraph 032.07.a. of thisrule, income for services performed in Idaho by the spouse will not be deemed to
be income from Idaho sources. 4713y )
033. NAFVE AMERICANS INDIANS (RULE 033).
01. Definitions. For purposes of this rule: ( )
a Enrolled member means an enrolled member of afederally recognized Indian tribe. ( )
b. Indian reservation means a federally recognized Indian reservation. ( )

042. Idaho Residency Status. An Native American shalt Indian must determine his Idaho residency
status using the tests set forth in Sections 63-3013, 63-3013A, and 63-3014, Idaho Code. Membership in an Indian
tribe does not affect that individual’s Idaho resi dency status. {3-20-974)( )

023. Certain Income Exempt from Idaho Income Taxation. An enrolled member of a—federalty
recognized-ndian-tribe who lives on a-federalyrecognized the Indian reservation of which he is a member is not
subject to taxed by |daho on income derived within theat reservation. Rules 260 through 275 of these rules generally

must be used to determine if income is derived within the reservation. {3-20-97)( )
a. } } } } £Eer— mpt: An enrolled
member who lives on hlstrl be s reservatlon m Idaho must treat mcome earned asfollows {3-20-97)( )
i Income derived within his tribe’s reservation is not taxable by Idaho. ( )
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ii. Income derived off his tribe’s reservation in Idaho is subject to Idaho tax unless otherwise exempt
under Idaho or federal law. ( )

ii. Income derived outside Idaho is not subject to Idaho tax. ( )
b. An enrolled member who lives in Idaho off his tribe's reservation is subject to Idaho tax on all
income earned regardiess of whether it was earned on the Indian reservation, off the Indian reservation in Idaho, or
outside of 1daho, unless such income is otherwise exempt under |daho or federal law. ( )
C. An enrolled member who lives off the Indian reservation outside of |daho must treat income earned
as follows: ( )
i Income derived within an Indian reservation in Idaho is not subject to tax by Idaho. ( )
ii. Income derived off an Indian reservation in Idaho is subject to Idaho tax unless otherwise exempt
under 1daho or federal law. ( )
jii. Income derived outside Idaho is not subject to tax by Idaho. ( )
bd. Income derived within an federatly-reeognized Indian reservation by an individual who is not an
enrolled member of-a-federaly-recognized-Hndian-tribe is not exempt. {3-20-974)( )

04. Filing Requirements. An enrolled member must determine his Idaho filing requirement based on
income earned from sources taxable by Idaho as identified in Subsection 033.03. If the enrolled member is an Idaho

resident and the amount of income earned from sources taxable by Idaho meets the federal filing requirements, the
individual isrequired to file an Idaho income tax return. If the enrolled member is a part-year resident or nonresident
of Idaho, the member’s Idaho filing requirement must be determined based on gross income amounts from income
subject to Idaho tax.

05. Community Property L aws. ( )

a Income subject to the community property laws retains its character as taxable or tax-exempt by
Idaho based on the tribal status, source or situs of performance of the services giving rise to the income, and residence
of the individual who earned the income. Income does not become tax-exempt by Idaho solely because an enrolled
member is attributed one-half (1/2) of the income earned by his spouse due to community property laws unless such
income was tax-exempt to the spouse.

b. For example, a married couple lives and works on an Indian reservation. The wife is an enrolled
member, the husband is not an enrolled member. The income earned by the husband on the reservation is subject to
Idaho tax since he is not an enrolled member. The one-half (1/2) of his income attributed to his wife due to
community property laws is also subject to Idaho tax since the income was earned by the husband who was not an
enrolled member rather than by the wife who was an enrolled member. Any income earned by the wife on the
reservation that is attributed to her husband under the community property laws will retain its character as tax-exempt

by Idaho. ( )
06. Gambling Winnings. ( )
a. Amounts received from gambling on an Indian reservation by an enrolled member who lives on the
Indian reservation are not subject to Idaho tax. ( )
b. Amounts received from gambling on an Indian reservation by an enrolled member who lives off the
Indian reservation in Idaho are subject to Idaho tax. ( )
07. Per Capita Distributions. ( )
a Per capita distributions paid by an Indian tribe to an enrolled member who lives on the Indian
reservation are tax-exempt by |daho. ( )
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b. Per capita distributions paid by an Indian tribe to an enrolled member who resides off the
reservation in Idaho are subject to Idaho tax. ( )

(BREAK IN CONTINUITY OF SECTIONS)

075. TAX ONINDIVIDUALS, ESTATES, AND TRUSTS (RULE 075).
Section 63-3024, Idaho Code. (3-20-04)

01. In General. The tax rates applied to the Idaho taxable income of an individual, trust or estate for
the latest five (5) years areidentified in Subsection 075.03 of this rule. The Idaho income tax brackets are adjusted for
inflation. The maximum tax rate as listed for the applicable taxable year in Subsection 075.03 of this rule appliesin
computing the tax attributable to the S corporation stock held by an electing small business trust. See Rule 078 of

theserules. (4-7-11)
02. Tax Computation. (5-3-03)
a. The tax rates and income tax brackets listed in Subsection 075.03 of this rule are those for asingle
individual or married individuals filing separate returns. (4-6-05)
b. The tax imposed on individuas filing ajoint return, filing as a surviving spouse, or filing as a head
of household is twice the tax that would be imposed on one-half (1/2) of the total 1daho taxable income of a single
individual. (4-7-11)
C. For example, if a married couple filing a joint return reports ldaho taxable income of thirty
thousand dollars ($30,000), the tax is computed as if they had taxable income of fifteen thousand dollars ($15,000).
The tax amount is multiplied by two (2). (4-7-11)
03. Tables I dentifying the Idaho Tax Rates and Income Tax Brackets. (3-20-04)

LA TAMABLENCOMELS HBAECSTA

Atteast Setessthan s Ples

$0-00 $1,198:00 $06 +  6%reftaxableincome
$1.198.00 $2.396.00 $1917 +  3.6%ofthe amountover$1.198.00
$2.395.600 $3.594-60 $62-30 + AW ofthe amountover $2.395.00
$3.594-60 $4-793.60 $HE43 + 5 ofthe amountover$3.594-00
$4.793.00 $5,991.00 $172.53 + 61%ofthe amountover$4-793.00
$5-001.00 $8.086.60 $245-62 + i ofthe amountover$5.004.00
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ba. For taxable years beginning in 2007:

IF IDAHO TAXABLE INCOME IS IDAHO TAX

At least But less than Is Plus

$0.00 $1,237.00 $0 + 1.6% of taxable income
$1,237.00 $2,474.00 $19.79 + 3.6% of the amount over $1,237.00
$2,474.00 $3,710.00 $64.31 + 4.1% of the amount over $2,474.00
$3,710.00 $4,947.00 $115.02 + 5.1% of the amount over $3,710.00
$4,947.00 $6,184.00 $178.10 + 6.1% of the amount over $4,947.00
$6,184.00 $9,276.00 $253.55 + 7.1% of the amount over $6,184.00
$9,276.00 $24,736.00 $473.08 + 7.4% of the amount over $9,276.00

$24,736.00 or more $1,617.13 + 7.8% of the amount over $24,736.00
Tax and bracket amounts were calculated using consumer price index amounts published on May 17, 2007.

€b. For taxable years beginning in 2008:

(4-7-11)

IF IDAHO TAXABLE INCOME IS IDAHO TAX
At least But less than Is Plus
$1.00 $1,272.00 $0 + 1.6% of taxable income
$1,272.00 $2,544.00 $20.35 + 3.6% of the amount over $1,272.00
$2,544.00 $3,816.00 $66.15 + 4.1% of the amount over $2,544.00
$3,816.00 $5,088.00 $118.30 + 5.1% of the amount over $3,816.00
$5,088.00 $6,360.00 $183.17 + 6.1% of the amount over $5,088.00
$6,360.00 $9,540.00 $260.77 + 7.1% of the amount over $6,360.00
$9,540.00 $25,441.00 $486.55 + 7.4% of the amount over $9,540.00
$25,441.00 or more $1,663.19 + 7.8% of the amount over $25,441.00
Tax and bracket amounts were calculated using consumer price index amounts published on March 12, 2008.

dc. For taxable years beginning in 2009:

(4-7-11)

IF IDAHO TAXABLE INCOME IS IDAHO TAX
At least But less than Is Plus
$1 $1,321 $0 + 1.6% of taxable income
$1,321 $2,642 $21.13 + 3.6% of the amount over $1,321
$2,642 $3,963 $68.69 + 4.1% of the amount over $2,642
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IF IDAHO TAXABLE INCOME IS IDAHO TAX
At least But less than Is Plus
$3,963 $5,284 $122.84 + 5.1% of the amount over $3,963
$5,284 $6,604 $190.21 + 6.1% of the amount over $5,284
$6,604 $9,907 $270.78 + 7.1% of the amount over $6,604
$9,907 $26,418 $505.24 + 7.4% of the amount over $9,907
$26,418 or more $1,727.05 + 7.8% of the amount over $26,418

Tax and bracket amounts were calculated using consumer price index amounts published on April 28, 2009.

ed. For taxable years beginning in 2010:

(4-7-11)

IF IDAHO TAXABLE INCOME IS IDAHO TAX
At least But less than Is Plus
$1 $1,316 $0 + 1.6% of taxable income

$1,316 $2,632 $21.06 + 3.6% of the amount over $1,316
$2,632 $3,948 $68.44 + 4.1% of the amount over $2,632
$3,948 $5,264 $122.40 + 5.1% of the amount over $3,948
$5,264 $6,580 $189.52 + 6.1% of the amount over $5,264
$6,580 $9,870 $269.80 + 7.1% of the amount over $6,580
$9,870 $26,320 $503.39 + 7.4% of the amount over $9,870

$26,320 or more $1,720.69 + 7.8% of the amount over $26,320

Tax and bracket amounts were calculated using consumer price index amounts published on May 4, 2010.

(4-7-11)
e For taxable years beginning in 2011:
IF IDAHO TAXABLE INCOME IS IDAHO TAX
At least But less than Is Plus
$1 1,338 $0 + 1.6% of taxable income
$1.338 $2.676 $21.41 + 3.6% of the amount over $1,338
$2.676 $4.014 $69.58 + 4.1% of the amount over $2.676
4,014 5,352 $124.44 + 5.1% of the amount over $4,014
$5.352 $6.690 $192.68 + 6.1% of the amount over $5,352
6.690 $10.,035 $274.30 + 7.1% of the amount over $6,690
$10.,035 $26.760 $511.80 + 7.4% of the amount over $10,035
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$26.760 or more $1,749.45 + 7.8% of the amount over $26.760

Tax and bracket amounts were calculated using consumer price index amounts published on May 24, 2011.

)

(BREAK IN CONTINUITY OF SECTIONS)

105. ADJUSTMENTS TO TAXABLE INCOME -- ADDITIONS REQUIRED OF ALL TAXPAYERS

(RULE 105).
Section 63-3022, Idaho Code. The following items must be added by al taxpayers in computing Idaho taxable
income. (3-20-97)/ )

01. Sate and Local Income Taxes. As provided in Section 63-3022(a), 1daho Code, add state and
local income taxes that were deducted in computing taxable income must be added. Thisincludes taxes paid to states
other than Idaho and their palitical subdivisions, and amounts paid by an S corporation on capital gains, built-in
gains, and excess net passive income.

02. Net Operating Loss Deduction. As provided in Section 63-3022(b), Idaho Code, add-any the
amount of the net operating loss deduction included in taxable income must be added. (7-1-99)/ )

03. Capital Loss Carryover Deduction. As provided in Section 63-3022(i), Idaho Code:  (3-30-01)
a. A corporation shalt must add a capital loss that was deducted in computing taxable income if the

capital loss occurred during a taxable year when the corporation did not transact business in Idaho, unless the
corporation was part of a unitary group with at least one (1) member of the group taxable by Idaho for that taxable

year. 99 )
b. An individual shalt must add a capital loss that was deducted in computing taxable income if the
capital losswasincurred in an activity not taxable by Idaho at the time it was incurred. (5-3-03)/ )
04. Interest and Dividend Income Exempt From Federal Taxation. As provided in Section 63-

3022M, Idaho Code, add certain interest and dividend income that is exempt from federal income tax must be added.
For example, add interest income from state and local bonds that is exempt from federal income tax pursuant to
Section 103, Internal Revenue Code, must be added.

a. Interest from bonds issued by the state of Idaho or its political subdivisions is exempt from Idaho
income tax and, therefore, is not required to be added to taxable income. (3-20-97)
b. If a taxpayer has both Idaho and non-ldaho state and municipal interest income, expenses not

allowed pursuant to Sections 265 and 291, Internal Revenue Code, shal must be prorated between the |daho and non-
Idaho interest income as provided in Subsections 105.04.b.i. and 105.04.b.ii. The addition to taxable income required
for non-ldaho state and municipal interest income shal must be offset by the expenses prorated to that interest
income. The allowable offset may not exceed the reportable amount of interest income. An unused offset may not be
carried back or carried over. A schedule showing the interest and related offsets shalt must be attached to the return.

@450 )

i Expenses prorated to Idaho state and municipal interest income shak-be are based on the ratio of

|daho state and municipal interest income to total state and municipal interest income. 7-1-98)( )
ii. Expenses prorated to non-1daho state and municipal interest income shal-be are based on the ratio

of non-ldaho state and municipal interest income to total state and municipal interest income. 7-1-98)( )
05. Interest Expense Attributable to Tax-Exempt Interest Income. As provided by Section 63-

3022M, ldaho Code, ataxpayer shal must add interest expense on indebtedness incurred to purchase or carry certain
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obligations that produce tax-exempt interest income. Because this addition serves to offset the tax-exempt interest
income, it is often referred to as an interest expense offset related to tax-exempt interest income. See Rule 115 of
these rules for the computation of the interest expense offset related to tax-exempt interest. -1-99)( )

06. Special First-Year Depreciation Allowance. As provided by Section 63-30220, Idaho Code, if a
taxpayer claimsthe special first-year depreciation allowance on property acquired before 2008 or after 2009 pursuant
to Section 168(k), Internal Revenue Code, the adjusted basis of that property and the depreciation deduction allowed
for Idaho income tax purposes shal must be computed without regard to the special first-year depreciation
allowance. Add-tThe amount of depreciation computed for federal income tax purposes that exceeds the amount of
depreciation computed for 1daho income tax purposes must be added. The adjustments required by this subsection do
not apply to property acquired after 2007 or before 2010. (3-20-04)/ )

(BREAK IN CONTINUITY OF SECTIONS)

120. ADJUSTMENTS TO TAXABLE INCOME -- SUBTRACTIONS AVAILABLE TO ALL
TAXPAYERS (RULE 120).
Section 63-3022, Idaho Code. The following items are allowable subtractions to all taxpayers in computing Idaho

taxable income. (3-20-97)( )

0l Sate and Local Income Tax Refunds. Subtraetfrom-taxable-treorme-state and local income tax
refunds included in taxable income may be subtracted, unless the refunds have already been subtracted pursuant to

Section 63-3022(a), |daho Code. (3-15-02)/ )

02. Idaho Net Operating L oss. As provided in Section 63-3022(c), |daho Code, subtraetthe an Idaho
net operating loss deduction described in Section 63-3021, Idaho Code, and allowed by Section 63-3022(c), Idaho
Code, and Rules 200 through 210 of these rules may be subtracted. An S corporation or a partnership that incurs a
lossis not entitled to claim a net operating loss deduction. The lossis passed through to the shareholders and partners

who may deduct the loss. (7-1-99)/ )

03. Income Not Taxable by Idaho. As provided in Section 63-3022(f), Idaho Code, subtract-the
ameunt-of income that is exempt from Idaho income taxation; by alaw of the state of Idaho or of the United States
may be subtracted if that income is included in taxable income and has not been previously subtracted. Income
exempt from taxation by Idaho includes the following: (7-1-99)/ )

a. Interest income from obligations issued by the United States Government. Gain recognized from
the sale of United States Government obligations is not exempt from Idaho tax and, therefore, may not be subtracted
from taxable income. For the interest expense offset, see Rule 115 of these rules. (7-1-99)

b. Idaho lottery prizes exempt by Section 67-7439, Idaho Code. For prizes awarded on lottery tickets
purchased in Idaho after January 1, 1998, a subtraction is alowed for each lottery prize that is less than six hundred
dollars ($600). If a prize equals or exceeds six hundred dollars ($600), no subtraction is allowed. The full amount of
the prize isincluded in income. (4-5-00)

04. Benated Technological Equipment Donation. As provided by Section 63-3022J, Idaho Code, and
Rule 180 of these rules, subtract the fair market value of technological equipment donated to qualifying institutions
may be subtracted. {4-5-00)

05. Long-Term Care Insurance. As provided in Section 63-3022Q, Idaho Code, a deduction from
taxable income is alowed for the amount of the premiums paid during the taxable year for qualifying long-term care
insurance for the benefit of the taxpayer, a dependent of the taxpayer or an employee of the taxpayer to the extent the
premlums have not otherW|se been deducted or accounted for by the taxpayer for Idaho i mcome tax purposes Fer

(5800
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06. Special First-Year Depreciation Allowance. As provided by Section 63-30220, Idaho Code, if a
taxpayer claimsthe special first-year depreciation allowance on property acquired before 2008 or after 2009 pursuant
to Section 168(k), Internal Revenue Code, the adjusted basis of that property and the depreciation deduction allowed
for Idaho income tax purposes shal must be computed without regard to the special first-year depreciation
allowance. The adjustments required by this subsection do not apply to property acquired after 2007 or before 2010.

6809 )

a. Depreciation. Subtraet-tThe amount of depreciation computed for Idaho income tax purposes that
exceeds the amount of depreciation computed for federal income tax purposes may be subtracted. ( )
b. Gains and losses. During the recovery period, the adjusted basis of depreciable property computed

for federal income tax purposes will be less than the adjusted basis for Idaho income tax purposes as a result of
claiming the special first-year depreciation allowance. If a loss quaifies as a capital loss for federal income tax
purposes, the federal capital loss limitations and carryback and carryover provisions shat apply in computing the
Idaho capital loss allowed.

i If asale or exchange of property resultsin a gain for both federal and Idaho income tax purposes,
sdbtraet a subtraction is allowed for the difference between the federal and Idaho gains computed prior to any
applicable Idaho capital gains deduction. (3-20-04)( )

ii. If asale or exchange of property resultsin a gain for federal income tax purposes and an ordinary
loss for Idaho income tax purposes, subtraet the federal gain and the Idaho loss must be added together and the total
may be subtracted. For example, if ataxpayer hasafederal gain of five thousand dollars ($5,000) and an Idaho loss of
four thousand dollars ($4,000), the amount subtracted would be nine thousand dollars ($9,000). {3-20-04)( )

iii. If asale or exchange of property results in an ordinary loss for both federal and Idaho income tax
purposes, subtract the difference between the federal and Idaho losses may be subtracted. For example, if ataxpayer
has a federal loss of three hundred dollars ($300) and an Idaho loss of five hundred dollars ($500), the amount
subtracted would be two hundred dollars ($200). {3-20-04)( )

iv. If a sale or exchange of property results in a capital loss for both federal and Idaho income tax
purposes, apply the capital loss limitations and subtract the difference between the federal and Idaho deductible
capital losses. For example, if a taxpayer has a federal capital loss of six thousand dollars ($6,000) and an Idaho
capital loss of eight thousand dollars ($8,000), both the federal and Idaho capital losses are limited to a deductible
capital loss of three thousand dollars ($3,000). In this case, no subtraction is required for the year of the sale. In the
next year, assume the taxpayer had a capital gain for both federal and Idaho purposes of two thousand dollars
(%$2,000). The capital loss carryovers added to the capital gain results in a federal deductible capital loss of one
thousand dollars ($1,000) and an Idaho deductible capital loss of three thousand dollars ($3,000). The taxpayer would
subtract the difference between the federal and Idaho deductible losses or two thousand dollars ($2,000) in computing
| daho taxable income. (3-20-04)

07. Income Restored Under Federal Claim of Right. As provided by Section 63-3022F, Idaho Code,
if ataxpayer included an item in Idaho taxable income in a prior taxable year and was later required to restore the
item because it was established after the close of the prior taxable year that the taxpayer did not have an unrestricted
right to such item or to a portion of the item, such taxpayer shal-be is allowed a deduction in determining Idaho
taxable income if the taxpayer has not otherwise deducted such item in computing his taxable income. The deduction
shal-be is allowed to the extent such deduction would have been allowed to the taxpayer under Section 1341, Internal
Revenue Code, had the taxpayer claimed the deduction instead of the recalculation of federal tax, but only to the
extent the item was included in Idaho taxable income in the prior taxable year. (4-11-06)/ )

121.  ADJUSTMENTS TO TAXABLE INCOME -- SUBTRACTIONS AVAILABLE ONLY TO
INDIVIDUALS (RULE 121).
Section 63-3022, Idaho Code. (3-20-97)

01. Income Not Taxable by Idaho. As provided in Section 63-3022(f), Idaho Code, subtract the
amount of income that is exempt from Idaho income tax if included in taxable income. Income exempt from taxation
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by Idaho includes the following: (7-1-99)
a. Certain income earned by American Indians. See Rule 033 of theserules. (5-3-03)

b. Retirement payments received pursuant to the old Teachers' Retirement System. Prior to its repeal
onJuly 1, 1967, the old Teachers' Retirement System was codified at Title 33, Chapter 13, Idaho Code. Teachers who
were employed by the state of 1daho and who retired on or after January 1, 1966, generally do not qualify for this
exemption. Teachers who were not state employees and who retired on or after January 1, 1968, do not qualify.
Teachers receiving benefits pursuant to the Public Employees’ Retirement System, Title 59, Chapter 13, Idaho Code,
do not qualify for the exemption. No exemption is provided for amounts received from other states, school districts
outside Idaho, or any other source if the proceeds do not relate to teaching performed in Idaho. (3-20-97)

02. Military Compensation for Service Performed Outside Idaho. As provided in Section 63-
3022(h), Idaho Code, certain members of the United States Armed Forces may deduct from taxable income their
military service pay received for military service performed outside Idaho. See Rule 032 of these rules. (3-30-01)

03. Sandard or Itemized Deduction. As provided in Section 63-3022(j), Idaho Code, deduct either
the standard deduction amount as defined in Section 63, Internal Revenue Code, or the itemized deductions allowed
by the Internal Revenue Code. If itemized deductions are limited pursuant to the Internal Revenue Code, they are also
limited for 1daho income tax purposes. (3-30-01)

a. If state and local income or general sales taxes are included in itemized deductions for federal
purposes pursuant to Section 164, Internal Revenue Code, they shall be added to taxable income. If itemized
deductions are limited pursuant to Section 68, Internal Revenue Code, the amount of state and local income or
general sales taxes added back shall be computed by dividing the amount of itemized deductions that are allowed to
the taxpayer after al federal limitations by total itemized deductions before the Section 68 limitation. For taxable
years beginning in or after 2007, this proration shall be calculated four (4) digits to the right of the decimal point. If
thefifth digit isfive (5) or greater, the fourth digit is rounded to the next higher number ($10,000/$15,000 = .66666 =
.6667 = 66.67%). If the fifth digit islessthan five (5), the fourth digit remains unchanged and any digits remaining to
its right are dropped ($10,000/$30,000 = .33333 = .3333 = 33.33%). The percentage may not exceed one hundred
percent (100%) nor be less than zero (0). The result is then applied to state and local income or general sales taxes to
determine the Idaho state and local income and general sales tax addback. See Rule 105 of these rules. (4-2-08)

b. If an itemized deduction allowable for federal income tax purposes is reduced for the mortgage
interest credit or the foreign tax credit, the amount that would have been allowed if the federal credit had not been
claimed is allowed as an itemized deduction. (7-1-99)

dc. For taxable years beginning on or after January 1, 2000, the standard deduction allowed on a
married filing joint return shall be equal to two (2) times the basic standard deduction for asingleindividual. Add to
this amount any additional standard deduction for the aged or blind allowed for federal income tax purposes.

(3-30-01)

04. Social Security and Railroad Retirement Benefits. As provided in Section 63-3022(1), Idaho
Code, subtract from taxable income the amount of social security and certain railroad retirement benefits included in

gross income pursuant to Section 86, Internal Revenue Code. (3-30-01)
a. The term socia security benefits includes United States social security benefits and Canadian
social security pensions received by a United States resident that are treated as United States social security benefits
for United States income tax purposes. (7-1-99)
b. The term certain railroad retirement benefits means the following amounts paid by the Railroad
Retirement Board: (4-6-05)

i Annuities, supplemental annuities, and disability annuities, including the Tier | social security
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equivalent benefits, and the Tier Il pension amounts; (4-6-05)
ii. Railroad unemployment; and (4-6-05)
iii. Sickness benefits. (4-6-05)

05. Self-Employed Worker's Compensation Insurance Premiums. As provided in Section 63-
3022(m), Idaho Code, self-employed individuals may subtract from taxable income the premiums paid to secure
worker's compensation insurance for coverage in ldaho if the premiums have not been previously deducted in
computing taxable income. The term worker’s compensation insurance means “workmen’s compensation” as defined
in Section 41-506(d), Idaho Code. Premiums paid to secure worker’s compensation insurance coverage are those

payments made in compliance with Section 72-301, Idaho Code. (3-30-01)
06. Retirement Benefits. As provided in Section 63-3022A, Idaho Code, and Rule 130 of these rules,
a deduction from taxable income is allowed for certain retirement benefits. (3-20-97)
07. Insulation of an Idaho Residence. As provided in Section 63-3022B, Idaho Code, and Rule 140
of these rules, a deduction from taxable income is allowed for qualified expenses related to the addition of insulation
of an Idaho residence built before 1976. 3-20-97)( )

08. Alternative Ener gy Devices. As provided in Section 63-3022C, |daho Code, and Rule 150 of these
rules, a deduction from taxable income is allowed for qualified expenses related to the acquisition of an aternative
energy device used in an Idaho residence. (3-20-97)

09. Household and Dependent Care Services. As provided in Section 63-3022D, Idaho Code, and
Rule 160 of these rules, a deduction from taxable income is alowed for certain employment related expenses
incurred for the care of qualifying individuals. (3-20-97)

10. Household Deduction for Elderly or Developmentally Disabled Dependents. As provided in
Section 63-3022E, Idaho Code, and Rule 165 of these rules, a deduction from taxable income is alowed for
maintaining a household where an elderly or developmentally disabled family member resides. (3-20-97)

11. Reparations to Displaced Japanese Americans. As provided in Section 63-3022G, Idaho Code,
certain individuals are allowed a deduction for amounts included in taxable income relating to reparation payments
from the United States Civil Liberties Public Education Fund. (3-20-97)

12. Capital Gains. Asprovided in Section 63-3022H, Idaho Code, and Rules 170 through 173 of these
rules, a deduction from taxable income may be allowed for net capital gains recognized from the sale of qualified

I daho property. {3-20-979)( )
13. Adoption Expenses. As provided in Section 63-3022I, Idaho Code, and Rule 185 of these rules, a
deduction from taxable income is allowed for certain expenses incurred when adopting a child. (3-20-97)
14. Idaho Medical Savings Account. As provided in Section 63-3022K, Idaho Code, and Rule 190 of
these rules, a deduction from taxable income is allowed for qualifying contributions to and interest earned on an
Idaho medical savings account. (4-5-00)
15. Idaho College Savings Program. As provided in Section 63-3022(n), Idaho Code, a deduction
from taxable income is alowed for qualifying contributions to a college savings program. (3-15-02)
16. Health Insurance Costs. A deduction from taxable income is allowed for the amounts paid by the

taxpayer during the taxable year for insurance that constitutes medical care, as defined in Section 63-3022P, Idaho
Code, for the taxpayer, the spouse or dependents of the taxpayer not otherwise deducted or accounted for by the
taxpayer for Idaho income tax purposes. See Rule 193 of theserules. (5-3-03)

17. Unused Net Operating L osses of Estates and Trusts. An unused net operating 10ss carryover
remaining on termination of an estate or trust is allowed to the beneficiaries succeeding to the property of the estate or
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trust. The carryover amount is the same in the hands of the beneficiaries as in the hands of the estate or trust. The first
one hundred thousand dollars ($100.000) of loss sustained in any taxable year of an estate or trust must first be
carried back by the estate or trust unless an el ection has been made as provided by Section 63-3022(c), Idaho Code, to
forego the carryback. The first taxable year of the beneficiaries to which the net operating loss is to be carried is the
taxable year of the beneficiary in which the estate or trust terminates. No part of a net operating loss incurred by an
estate or trust can be carried back by a beneficiary, even if the estate or trust had no preceding taxable years eligible
for a carryback. For purposes of determining the number of years to which a loss may be carried over by a
beneficiary, the last taxable year of the estate or trust and the first taxable year of the beneficiary to which alossis
carried over each constitute a taxable year.

(BREAK IN CONTINUITY OF SECTIONS)

125. ADJUSTMENTS TO TAXABLE INCOME -- BONUS DEPRECIATION ON PROPERTY
ACQUIRED AFTER SEPTEMBER 10, 2001, AND BEFORE DECEMBER 31, 2007__OR AFTER
DECEMBER 31, 2009 (RUL E 125).

Section 63-30220, Idaho Code. (4-2-08)

01. In General. Fer-taxable-years-beginning-on-and-after January-1-200%-Section 63-30220, |daho
Code, requires that when computing Idaho taxable income, the amount of the adjusted basis of depreciable property,
depreciation, and gains and |osses from the sale, exchange, or other disposition of depreciable property acquired after
September 10, 2001, and before December 31, 2007, shaH or acquired after December 31, 2009, must be computed
without regard to bonus depreciation allowed by Section 168(k), Internal Revenue Code. In order to meet this
requirement, ataxpayer shalt must be consistent in making the 1daho adjustments required for all the taxable yearsin
which federal bonus depreciation is claimed. See Subsection 125.02 of thisrule. The adjustments required by thisrule

do not apply to property acquired after 2007 or before 2010. (5-8-09)/ )
02. Depreciation. (4-2-08)
a. If ataxpayer makes the Idaho addition in the first taxable year bonus depreciation was claimed for

federal income tax purposes, in the subsequent taxable years the taxpayer shal-be is entitled to the Idaho subtractions
for the additional depreciation computed for Idaho income tax purposes that exceeds the amount of depreciation
claimed for federal income tax purposes. {4-2-08)( )

b. If a taxpayer fails to make the Idaho addition in the first taxable year bonus depreciation was
claimed for federal income tax purposes, the taxpayer shat is not be entitled to claim the Idaho subtractions for
additional depreciation in subsequent taxable years. In such instances, claiming an Idaho subtraction for additional
depreciation when the first year Idaho addition was not claimed constitutes computing depreciation with regard to
Section 168(k), Internal Revenue Code, which is specifically prohibited in Section 63-30220(1), Idaho Code. For
example, the Idaho addition is required for a taxable year when the bonus depreciation is claimed even though the
taxpayer may be limited in claiming a passive loss from a pass-through entity in which the bonus depreciation arose.
If the bonus depreciation is not added back in that taxable year, the Idaho subtractions are not allowed in the
subsequent taxable years. (4-2-08)/ )

C. The Idaho adjustments shalt-be are required in all taxable years in which the taxpayer has an Idaho
filing requirement or is a member of a combined group of corporations in which at least one member has an Idaho
filing requirement. If the taxpayer is not required to file an daho income tax return for one (1) or more yearsin which
depreciation may be claimed, the taxpayer shalt may claim the Idaho adjustment in the taxable years in which an
Idaho returnisfiled if al such taxable years are treated consistently. (4-2-08)! )

d. Example. A corporation transacted businessin California and Oregon during taxable year 2003. In
2004, the taxpayer began transacting business in Idaho and was required to file an Idaho corporation income tax
return for that year. On the federal return filed for 2003, the taxpayer claimed bonus depreciation for assets placed in
service that year. Because the taxpayer was not required to file an Idaho corporation income tax return for 2003, there
was no |daho bonus depreciation addition required of the taxpayer. In 2004, the second year of deprecation for the

Idaho Administrative Bulletin Page 661 October 5, 2011 - Val. 11-10



STATE TAX COMMISSION Docket No. 35-0101-1102
Income Tax Administrative Rules Proposed Rulemaking

assets placed in service in 2003, the taxpayer was required for |daho income tax purposes to compute depreciation on
the assets as if bonus depreciation had not been claimed. The difference in the amount of Idaho depreciation and the
depreciation claimed for federal income tax purposes for 2004 would be allowed to the taxpayer as an Idaho
subtraction since the taxpayer was required to file an Idaho corporation income tax return for that year. Assuming the
taxpayer files an Idaho corporation income tax return for the remaining years when depreciation on the assets is
allowed, the taxpayer will be allowed the Idaho subtraction in those years for the difference in the Idaho and federal
depreciation amounts. If the corporation transacted business in Idaho during 2003 only, the return filed for that year
should reflect the Idaho addition for the difference in the amount of Idaho depreciation and the depreciation claimed
for federal income tax purposes, even though the subtractions will not apply in subsegquent years. (4-2-08)

(BREAK IN CONTINUITY OF SECTIONS)

171 IDAHO CAPITAL GAINSDEDUCTION -- QUALIFIED PROPERTY (RULE 171).
Section 63-3022H, Idaho Code. (3-20-97)

01. Tangible Personal Property. Tangible persona property qualifies for the Idaho capital gains
deduction if it was used in Idaho for at least twelve (12) months by a revenue-producing enterprise as defined by
Section 63-3022H(4), Idaho Code, and Rule 172 of these rules. (4-7-12)

02. Real Property. Idaho Rreal property qualifies for the Idaho capital gains deduction if it was held by
the taxpayer for twelve (12) months. Section 63-3022H(5), Idaho Code, defines real property to be land and other
tangible property permanently upon or affixed to the land. For purposes of the Idaho capital gains deduction, Rreal
property does not include intangible property or severable property rights. Examples of intangible assets or property
rights that do not qualify for the Idaho capital gains deduction include:

a. Easements and rights of way, including agricultural, forest, historic, or open-space easemerztzls;7 1)
b. Grazing permits; (4-7-11)
C. L easehold interests; (4-7-11)
d. Options; (4-7-11)
e Water, mineral, hunting and fishing, renewable energy, and land surface rights; (4-7-11)
f. Conservation easements, (4-7-11)
0. Scenic easements. (4-7-11)
03. Gain from Forfeited Rights and Payments. Gain attributable to a cancellation, lapse, expiration,

or other termination of a contract right or obligation does not qualify for the Idaho capital gains deduction. This
includes any gain from the lapse of an option or from forfeited earnest money, down payment, or similar payments,

related to otherwise qualifying property. (4-7-11)
04. Timber. As used in Section 63-3022H(3)(e), Idaho Code, qualified timber grown in Idaho
includes: (3-20-97)
a. Standing timber held as investment property that is a capital asset pursuant to Section 1221,
Internal Revenue Code; and (3-20-97)
b. Cut timber if the taxpayer elects to treat the cutting of timber as a sale or exchange pursuant to
Section 631(a), Internal Revenue Code. (3-20-97)
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05. Holding Periods. (3-20-97)
a. In General. To qualify for the capital gains deduction, property otherwise eligible for the Idaho
capital gains deduction must be held for specific time periods. The holdi ng periods for Idaho purposes generally
follow Sections 1223 and 735, Internal Revenue Code. (5-8-09)
b. Exception to the Tacked-On Holding Period. The holding period of property given up in atax-free

exchange is not tacked on to the holding period of the property received if the property given up was nonqualifying
property based on the requirements of Section 63-3022H(3), Idaho Code. Nonqualifying property includes. (7-1-98)

i Real or tangible personal property not having an Idaho situs at the time of the exchange; and

(7-1-98)
ii. Tangible personal property not used by a revenue-producing enterprise. (7-1-98)
iii. Intangible property. (5-8-09)

Installment Sales. The determination of whether the property meets the required holding period is
made usi ng the laws applicable for the year of the sale. If the required holding period is not met in the year of sale, the
gain is not from qualified property. The classification as nonqualified property will not change even though the gain
may be reported in subsequent years when a reduced holding period is applicable. (4-5-00)

d. Examples of nonqualifying property. (7-1-98)

i A taxpayer purchased land in California. After owning the land three (3) years, he gave up the
Cdlifornialand in atax-free exchange for land in Idaho. He owned the Idaho land for ten (10) months until selling it
at again. For federal purposes the holding period of the California land tacks on to the holding period of the Idaho
land. The gain from the sale of the Californialand would not qualify for the Idaho capital gains deduction sinceit is
real property located outside Idaho. The holding period of the California land does not tack on to the holding period
of the Idaho land for purposes of the Idaho capital gains deduction. Because the Idaho land was not held for twelve
(12) months, the gain from the sale of the Idaho land does not qualify for the Idaho capital gains deduction. (3-30-07)

ii. Assume the same facts as in the exampl e in Subparagraph 171.05.d.i. except the taxpayer’s original
purchase was land in Idaho. Because the taxpayer owned real property in Idaho that was exchanged for a second
parcel of real property in Idaho, the holding period of the Idaho land given up tacks on to the holding period of the
second parcel of daho land. Because the holding period of the second property, which includes the holding period of
the first property, was at least twelve (12) months, the gain from the sale of the second parcel of real property
qualifies for the Idaho capital gains deduction. (4-7-12)

06. Holding Periods of S Corporation and Partnership Property. (7-1-98)

ba. Property Contributed by a Shareholder to an S Corporation or by a Partner to a Partnership. A
shareholder or partner who contributes otherwise qualified property to an S corporation or partnership may treat the
pass-through gain on the sale of that property as a qualifying Idaho capital gain if the property has, in total, been held
by the shareholder or partner and the S corporation or partnership for the required holding period. The
noncontributing shareholders or partners may treat the pass-through gain as a qualifying Idaho capital gain only if the
S corporation or partnership held the property for the required holding period. (5-8-09)

b. Property Distributed by an S Corporation or Partnership. ( )

i. Liquidating Distributions. For purposes of this rule, the holding period of property received in a
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distribution from a partnership in liquidation of a partnership interest or from an S corporation in liquidation of stock
does not include the time the partnership or S corporation held the property. In such cases, the property isreceived in
exchange for the interest in the entity. Since a partnership interest and stock are not qualified property for purposes of
the Idaho capital gains deduction, the entity’s holding period does not tack on to the holding period of the property
received in liquidation. ( )

ii. Nonliquidating Distributions. For purposes of this rule, the holding period of property received in a
distribution from a partnership other than in liquidation of apartnership interest or from an S corporation other than in
liguidation of stock includes the time the entity held the property.

(BREAK IN CONTINUITY OF SECTIONS)

250. NONRESIDENT AND PART-YEAR RESIDENT INDIVIDUALS -- INCOME SUBJECT TO
IDAHO TAXATION (RULE 250).
Sections 63-3026A (1) and (2), Idaho Code. (3-20-97)

01 Tax on Income From Idaho Sources. All income earned or received from sources within Idaho is
subject to Idaho income taxation. For nonresidents and part-year residents, income from sources within Idaho shaH
must be determined in accordance with Section 63-3026A (3), Idaho Code, and Rules 260 through 275 of these rules.

@3 )

02. Tax on Income Received by Individuals Residing in or Domiciled in | daho. All income earned
or received by an individual who resides in or is domiciled in Idaho is subject to Idaho income taxation without
regard to the source of the income. (3-20-97)

03. Receipt of Income -- Part-Year Residents. For purposes of determining if incomeis reportable to
Idaho by a part-year resident, a cash basis taxpayer is considered to have earned or received income when it is
actually or constructively received, except as provided in Subsections 250.04 and 250.05. (3-30-01)
04. Receipt of Intangible Income -- Part-Year Residents. (3-30-01)

a Interest and dividend income received from a source other than from a pass-through entity is
considered to be earned or received by a part-year resident ratably during the taxable year.

ab. If atransaction or activity gives rise to income that must-be is reported in a subsequent year when
the taxpayer is a part-year resident, the income shal must be treated as received ratably during that subsequent year.
Fhis Subsection shaH-apply 250.04 also applies to income that is not received during the year by the taxpayer, but
which must be reported in taxable income. See Subsection 250.05 for the receipt of income from a pass-through
entity.

be. A part-year resident shal must report such income to Idaho in the proportion that the number of
days during the taxable year that the individual qualified as an Idaho part-year resident bears to total days in the
taxable year. {3-30-01)( )
€d. Example. An individua converts an amount from a traditional IRA to a Roth IRA in year one (1).

He elects to have the income taxed over four (4) years. The individual moves to Idaho on August 1 of year two (2).
Since the individual was an Idaho resident for one hundred fifty-three (153) days of year two (2), he must report as
Idaho income forty-two percent (42%) of hisincome from the conversion to a Roth IRA for that year. (3-30-01)

05. Receipt of Pass-Through Items of Income and L osses -- Part-Year Residents. (3-30-01)
a. For a part-year resident who is a shareholder in an S corporation, or a partner in a partnership, the

income, gains, losses and other pass-through items from the S corporation or partnership are treated as received
ratably during the taxpayer’s taxable year. If the taxpayer was not a shareholder or partner for the entire taxable year,
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the pass-through items are treated as received ratably during the peried portion of the taxable year the taxpayer was a
shareholder of the S corporation or partner of the partnership. (3-30-01)

b. For a part-year resident who is abeneficiary of an estate or trust, the income, gains, losses and other
pass-through items from the estate or trust are treated as received ratably during the taxpayer’s taxable year. If the
taxpayer was not a beneficiary of the estate or trust for the entire taxable year, the pass-through items are treated as
received ratably during the peried portion of the taxable year the taxpayer was a beneficiary of the estate or trust.

300 )

C. A part-year resident shal must report such income to Idaho in the proportion that the number of

days during the taxable year that the individual qualified as an Idaho part-year resident bears to total days in the
taxable year. 3-30-01)( )

(BREAK IN CONTINUITY OF SECTIONS)

253. NONRESIDENT AND PART-YEAR RESIDENT INDIVIDUALS -- ADDITIONS REQUIRED IN
COMPUTING IDAHO ADJUSTED INCOME.
Section 63-3026A (6), Idaho Code. The following items must be added to Idaho adjusted gross income in computing

the Idaho adjusted income of nonresident and part-year resident individuals. (4-7-11)
01. Interest and Dividends Not Taxable Pursuant to the Internal Revenue Code. (3-20-97)
a. Part-Year Residents. Interest and dividend income not taxable pursuant to the Internal Revenue

Code that was received while residing in or domiciled in Idaho must be added. However, interest received from
obligations of the state of Idaho or any political subdivision of Idaho is exempt from Idaho income tax and is not
added. (4-7-11)

b. Nonresidents. Interest and dividend income reportable from a pass-through entity that was
transacting business in Idaho must be added to the extent the income was apportioned or allocated as Idaho income.
See Rule 263 of these rules for multistate apportionment rules. (4-7-112)

02. Net Operating L oss Deduction. The amount of the net operating loss deduction included in Idaho
adjusted gross income must be added. (4-7-11)

03. Capital Loss. Capital lossesincluded in Idaho adjusted gross income must be added if the loss was
incurred while not residing in and not domiciled in Idaho, or if the loss relates to an activity not taxable by Idaho at
the time the loss was incurred. (4-7-11)

04. Lump Sum Distributions. Part-year residents must add the taxable amount of a lump sum
distribution deducted in calculating taxable income received while residing in or domiciled in Idaho. This includes
both the ordinary income portion and the amount eligible for the capital gain election. (4-7-11)

05. Idaho Medical Savings Account. An account holder must add the amount of any nonqualified
withdrawal from an Idaho medical savings account if the withdrawal was not made for the purpose of paying eligible
medical expenses. (4-7-11)

06. I daho College Savings Program. (4-7-11)
a. An account owner must add the amount of a nonqualified withdrawal from an ldaho college
savings program, less the amount included in the account owner’'s Idaho adjusted gross income. Nonqualified
withdrawal is defined in Section 33-5401, Idaho Code. (4-7-12)

b. As provided in Section 63-3022(p), Idaho Code, an account owner must add the amount of a
withdrawal from an Idaho college savings program that is transferred on or after July 1, 2007, to a qualified tuition
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program operated by a state other than Idaho. For taxable years beginning on or after January 1, 2008, the addback is
limited to the total of the amounts contributed to the Idaho college savings program that were deducted on the account
owner’s Idaho income tax returns for the year of the transfer and the immediately preceding taxableyear.  (4-7-11)

07. Special First-Year Depreciation Allowance. As provided by Section 63-30220, Idaho Code, if a
taxpayer claimsthe special first-year depreciation allowance on property acquired before 2008 or after 2009 pursuant
to Section 168(k), Internal Revenue Code, the adjusted basis of that property and the depreciation deduction allowed
for Idaho income tax purposes must be computed without regard to the special first-year depreciation allowance. An
individual must add the amount of depreciation computed for federal income tax purposes that exceeds the amount of
depreciation computed for Idaho income tax purposes. This addition does not apply to depreciation computed on

property acquired after 2007 or before 2010. 4-7-11)( )
08. Certain Expenses of Eligible Educators. The amount of out-of-pocket classroom expenses
deducted pursuant to Section 62, Internal Revenue Code, must be added. (4-7-12)

254, NONRESIDENT AND PART-YEAR RESIDENT INDIVIDUALS -- SUBTRACTIONS ALLOWED
IN COMPUTING IDAHO ADJUSTED INCOME (RULE 254).

Section 63-3026A(6), Idaho Code. The following items are allowable subtractions in computing the Idaho adjusted
income of nonresident and part-year resident individuals. {3-20-974)( )

01. Idaho Net Operating L oss—Garryever. Subtract-the An Idaho net operating loss
deduction described in Section 63-3021, Idaho Code, and allowed by Section 63-3022(c), Idaho Code, and Rules 200
through 210 of these rules, may be subtracted to the extent the loss was incurred while the taxpayer was residing in or
domiciled in Idaho or to the extent the loss was from activity taking placein Idaho. A net operating lossincurred from
an activity not taxable by Idaho may not be subtracted. {5-3-03)( )

02. Sate and Local Income Tax Refunds. Subtract-state and local income tax refunds included in
Idaho total income may be subtracted unless the refunds have aready been subtracted pursuant to Section 63-
3022(a), Idaho Code.

03. Income Not Taxable by Idaho. Sabtract As provided in Section 63-3022(f), Idaho Code, income
that is exempt from Idaho income taxation by alaw of the state of Idaho or of the United States; may be subtracted if
that income is included in Idaho total income and has not been previously subtracted. Income net-taxable exempt

from taxation by Idaho includes the following: {3-15-02)( )

a. Interest income from obligations issued by the United States Government. Gain recognized from
the sale of United States Government obligations is not exempt from Idaho tax and, therefore, may not be subtracted
from taxable income. For the interest expense offset, see Rule 115 of these rules. (7-1-99)

b. Idaho lottery prizes exempt by Section 67-7439, Idaho Code. For prizes awarded on lottery tickets
purchased in Idaho after January 1, 1998, a subtraction is alowed for each lottery prize that is less than six hundred
dollars ($600). If a prize equals or exceeds six hundred dollars ($600), no subtraction is allowed. The full amount of
the prize isincluded in income. (4-5-00)

C. Certain income earned by American Indians. An enrolled member of afederally recognized Indian
tribe who lives on a his tribe’s federally recognized Indian reservation is not taxable on income derived within theat
reservation. See Rule 033 of these rules. (5-3-03)! )

d. Certain income earned by transportation employees covered by Title 49, Sections 11502, 14503 or
40116, United States Code. See Rule 045 of these rules. (7-1-99)

04. Military Pay. Sdubtract-gQualified military pay included in Idaho total income earned for military
service performed outside Idaho may be subtracted. Qualified military pay means all compensation paid by the
United States for services performed while on active duty as a full-time member of the United States Armed Forces
which full-time duty is or will be continuous and uninterrupted for one hundred twenty (120) consecutive days or
more. A nonresident does not include his military pay in Idaho total income and, therefore, makes no adjustment. See
Rule 032 of these rules for information regarding the residency status of members of the United States Armed Forces.
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@)

05. Social Security and Railroad Retirement Benefits. Subtract-social security benefits and benefits
paid by the Railroad Retirement Board that are taxable pursuant to the Internal Revenue Code; may be subtracted to
the extent the benefits are included in Idaho total income. See Subsections 121.04.a. and 121.04.b. of these rules.

@5 )

06. Household and Dependent Care Expenses. SdubtracttThe alowable portion of household and
dependent care expenses that meets the requirements of Section 63-3022D, Idaho Code, may be subtracted if incurred
to enable the taxpayer to be gainfully employed in Idaho. To determine the allowable portion of household and
dependent care expenses, eatedtate a percentage is calculated by dividing Idaho earned income by total earned
income. Multiply-tThe qualified expenses are multiplied by the percentage. Earned income is defined in Section

32(c)(2), Internal Revenue Code. {3-20-974)( )

07. Insulation and Alternative Energy Device Expenses. Subtract—eExpenses related to the
installation of insulation or aternative energy devices that meet the requirements of Section 63-3022B or 63-3022C,
Idaho Code, may be subtracted. (3-20-97)( )

08. Deduction for Dependents Sixty-Five or Older or with Developmental Disabilities. Sabtract
©0ne thousand dollars ($1,000) may be subtracted for each person who meets the requirements of Section 63-3022E,
Idaho Code. The deduction may be claimed for no more than three (3) qualifying dependents. If a dependent has not
lived in the maintained household for the entire taxable year, the allowable deduction is eighty-three dollars ($83) for
each month the dependent resided in the maintained household during the taxable year. For purposes of thisrule, a
fraction of a month exceeding fifteen (15) daysistreated as a full month. {3-20-974)( )

09. Adoption Expenses. Sdubtract—tThe allowable portion of adoption expenses that meets the
requirements of Section 63-30221, Idaho Code, may be subtracted. To determine the allowable portion, calculate a
percentage is calculated by dividing Idaho total income by total income. Multiply-tThe deduction allowable pursuant
to Section 63-30221, Idaho Code, is multiplied by the percentage. (3-15-02)/ )

10. Capital Gains Deduction. SdbtracttThe Idaho capital gains deduction allowed by Section 63-

3022H, Idaho Code, may be subtracted. (3-20-97)( )
11. Idaho Medical Savings Account. (7-1-98)
a. Subtraet The qualifying amount of contributions to an Idaho medical savings account that meets
the regquirements of Section 63-3022K, Idaho Code, may be subtracted. 7-1-98)( )
b. Sobtraet-tinterest earned on an Idaho medical savings account may be subtracted to the extent
included in Idaho total income. {3-15-02)( )

12. Technological Equipment Donation. Subtract-donations As provided by Section 63-3022J, Idaho
Code, and Rule 180 of these rules, the fair market value of technological equipment aHewed-by-Section-63-30223;
{dahe-Code-See Rule-180-6f these+utes donated to qualifying institutions may be subtracted. (3-20-97)( )

13. Worker’'s Compensation Insurance. As allowed by Section 63-3022(m), Idaho Code, a self-
employed individual may subtract the premiums paid for worker’s compensation for coverage in Idaho to the extent
not previously subtracted in computing Idaho taxable income. (3-30-01)

14. Idaho College Savings Program. SdbtracttThe qualifying amount of contributions to a college
savings program that meets the requirements of Section 63-3022(n), Idaho Code, may be subtracted.
3-15-62)( )

15. Retirement Benefits. As provided in Section 63-3022A, Idaho Code, and Rule 130 of these rules,
a deduction from taxable income is allowed for certain retirement benefits. To determine the allowable portion of the
deduction for certain retirement benefits, eatedtate a percentage is calculated by dividing the qualified retirement
benefits included in Idaho gross income by the qualified retirement benefits included in federal gross income.
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The deduction allowable pursuant to Section 63-3022A, Idaho Code, and Rule 130 of these rules, is
multiplied by the percentage. (3-30-01)( )

16. Health Insurance Costs. Subtract-tThe alowable portion of the amounts paid by the taxpayer
during the taxable year for insurance that congtitutes medical care as defined in Section 63-3022P, Idaho Code, for the
taxpayer, spouse or dependents of the taxpayer not otherwise deducted or accounted for by the taxpayer for Idaho
income tax purposes may be subtracted. To determine the allowable portion of the amounts paid for medical care
insurance, ealeulate a percentage is calculated by dividing Idaho total income by total income. MultiphytThe
deduction allowable pursuant to Section 63-3022P, Idaho Code, is multiplied by the percentage. See Rule 193 of

theserules. (5-3-03)/ )

17. Long-Term Care Insurance. As provided in Section 63-3022Q, Idaho Code, a deduction from
taxable income is allowed for the alowable portion of premiums paid during the taxable year for qualifying long-
term care insurance for the benefit of the taxpayer, a dependent of the taxpayer or an employee of the taxpayer that
have not otherwise been deducted or accounted for by the taxpayer for Idaho income tax purposes. To determine the
allowable portion, ealedlate a percentage is calculated by dividing Idaho total income by total income. Muktiphy-tThe
deduction alowable pursuant to Section 63-3022Q, Idaho Code, is multiplied by the percentage. See Rule 193 of

theserules. {5-8-09)( )

18. Special First-Year Depreciation Allowance. As provided by Section 63-30220, Idaho Code, if a
taxpayer claimsthe special first-year depreciation allowance on property acquired before 2008 or after 2009 pursuant
to Section 168(k), Internal Revenue Code, the adjusted basis of that property and the depreciation deduction allowed
for Idaho income tax purposes shal must be computed without regard to the special first-year depreciation
allowance. The adjustments required by this subsection do not apply to property acquired after 2007 or before 2010.

6809 )

a. Depreciation. Subtraet-tThe amount of depreciation computed for Idaho income tax purposes that
exceeds the amount of depreciation computed for federal income tax purposes may be subtracted.  {3-26-04)( )

b. Gains and losses. During the recovery period, the adjusted basis of depreciable property computed
for federal income tax purposes will be less than the adjusted basis for Idaho income tax purposes as a result of
claiming the special first-year depreciation allowance. If a loss quaifies as a capital loss for federal income tax
purposes, the federal capital loss limitations and carryback and carryover provisions shaH apply in computing the
Idaho capital loss allowed.

i If asale or exchange of property resultsin a gain for both federal and Idaho income tax purposes,
sdbtraet a subtraction is allowed for the difference between the federal and Idaho gains computed prior to any
applicable Idaho capital gains deduction. (3-20-04)( )

ii. If asale or exchange of property resultsin a gain for federal income tax purposes and an ordinary
loss for Idaho income tax purposes, subtraet the federal gain and the Idaho loss must be added together and the total
may be subtracted. For example, if ataxpayer hasafederal gain of five thousand dollars ($5,000) and an Idaho loss of
four thousand dollars ($4,000), the amount subtracted would be nine thousand dollars ($9,000). {3-20-04)( )

iii. If asale or exchange of property results in an ordinary loss for both federal and Idaho income tax
purposes, subtract the difference between the federal and Idaho losses may be subtracted. For example, if ataxpayer
has a federal loss of three hundred dollars ($300) and an Idaho loss of five hundred dollars ($500), the amount
subtracted would be two hundred dollars ($200). {3-20-04)( )

iv. If a sale or exchange of property results in a capital loss for both federal and Idaho income tax
purposes, apply the capital loss limitations and subtract the difference between the federal and Idaho deductible
capital losses. For example, if a taxpayer has a federal capital loss of six thousand dollars ($6,000) and an Idaho
capital loss of eight thousand dollars ($8,000), both the federal and Idaho capital losses are limited to a deductible
capital loss of three thousand dollars ($3,000). In this case, no subtraction is required for the year of the sale. In the
next year, assume the taxpayer had a capital gain for both federal and Idaho purposes of two thousand dollars
(%$2,000). The capital loss carryovers added to the capital gain results in a federal deductible capital loss of one
thousand dollars ($1,000) and an Idaho deductible capital loss of three thousand dollars ($3,000). The taxpayer would
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subtract the difference between the federal and Idaho deductible losses or two thousand dollars ($2,000) in computing
| daho taxable income. (3-20-04)

(BREAK IN CONTINUITY OF SECTIONS)

263. IDAHO SOURCE INCOME OF NONRESIDENT AND PART-YEAR RESIDENT INDIVIDUALS --
DISTRIBUTIVE SHARE OF SCORPORATION AND PARTNERSHIP INCOME (RULE 263).
Section 63-3026A(3), Idaho Code. (3-20-97)

01. In General. The taxable amount of a shareholder’s pro rata share or a partner’s distributive share of
business income, gains, losses, and other pass-through items from an S corporation or partnership operating both
within and without Idaho is determined by multiplying each pass-through item by the Idaho apportionment factor of
the business. The Idaho apportionment factor is determined pursuant to Section 63-3027, Idaho Code, and related

rules. (3-20-97)
02. Nonbusiness | ncome. Pass-through items of identifiable nonbusiness income, gains, or losses of
an S corporation or partnership constitute Idaho source income to the shareholder or partner if allocable to Idaho
pursuant to the principles set forth in Section 63-3027, Idaho Code. (3-20-97)
03. Pass-Through Items. Whether a pass-through item of income or loss is business or nonbusiness
income is determined at the pass-through entity level. Pass-through items of businessincome or loss may include:
(3-20-97)
a. Ordinary income or loss from trade or business activities; (3-20-97)
b. Net income or loss from rental real estate activities; (3-20-97)
C. Net income or loss from other rental activities; (3-20-97)
d. Interest income; (3-20-97)
e Dividends; (3-20-97)
f. Royalties; (3-20-97)
0. Capital gain or loss; (3-20-97)
h. Other portfolio income or loss; (3-20-97)
i Gain or loss recognized pursuant to Section 1231, Internal Revenue Code. (3-20-97)
04, Guaranteed Payments. The amount of guaranteed payments received by a partner that is from

Idaho sources is determined by multiplying the taxable amount of guaranteed payments pursuant to Section 707,
Internal Revenue Code, by the Idaho apportionment factor of the partnership. No effect is given to a provision in the
partnership agreement that characterizes payments to a partner as being for services or for the use of capital. The
| daho apportionment factor is determined pursuant to Section 63-3027, |daho Code, and related rules. ( )

05. Distributions. ( )

Partnerships. The amount of distributions received by a partner that is from Idaho sources is
determi ned by multiplying the taxable amount of distributions pursuant to Section 731, Internal Revenue Code, by
the |daho apportionment factor of the partnership. ( )

b. S Corporations. The amount of distributions received by a shareholder that is from |daho sourcesis
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determined by multiplying the taxable amount of distributions pursuant to Section 1368, Internal Revenue Code, by

the |daho apportionment factor of the S corporation. ( )
C. The Idaho apportionment factor for purposes of Paragraphs 263.05.a. and 263.05.b. of thisruleis
determined pursuant to Section 63-3027, |daho Code, and related rules. ( )

(BREAK IN CONTINUITY OF SECTIONS)

266. IDAHO SOURCE INCOME OF NONRESIDENT AND PART-YEAR RESIDENT INDIVIDUALS --
INCOME FROM INTANGIBLE PROPERTY (RULE 266).
Section 63-3026A(3), Idaho Code. (7-1-99)

01. In General. Gross income from intangible property generally is sourced to the state of the owner’s
domicile. The following are exceptions to thisrule. (4-11-06)

a. If the intangible property is employed in the owner’s trade, business or profession carried on within
Idaho, any income derived from or related to the property, including gains from the sale thereof, constitutes income
from Idaho sources. For example, if a nonresident pledges stocks, bonds or other intangible persona property as
security for the payment of indebtedness incurred in connection with the nonresident’s | daho business operations, the
intangible property has an Idaho situs and the income derived therefrom constitutes Idaho sourceincome.  (7-1-99)

b. Interest income from the sale of real or tangible personal property on the installment method is
treated asincome from the sale of the underlying property and istherefore sourced to Idaho if the underlying property
was located in |daho when sold. (7-1-99)

C. Interest income paid by an S corporation to a shareholder or by a partnership to a partner is sourced
to Idaho in proportion to the Idaho apportionment factor of the partnership or S corporation. (7-1-99)

d. Gains or losses from the sale or other disposition of a partnership interest or stock in an S
corporation are sourced to lIdaho by using the Idaho apportionment factor for the entity for the taxable year
immediately preceding the year of the sale of the interest or stock. However, again or loss from the sale of an interest
in a publicly traded partnership transacting business in Idaho is Idaho source income to the extent of the gain or loss
determined under Section 751, Internal Revenue Code, multiplied by the Idaho apportionment factor of the

partnership for the year in which the sale occurred. (4-11-06)/ )
02. Interest Income Earned on a Bank Account. (7-1-99)
a. Personal Bank Accounts. Interest income earned on a personal bank account is sourced to the

owner’s state of domicile. A personal bank account isan account that is not used in connection with a business.
(7-1-99)
b. Business Bank Accounts. If the businessis a sole proprietorship, see Rule 265 of these rules. If the
businessisan S corporation or partnership, see Rule 263 of theserules. (7-1-99)

03. Payment of Penalties. Payment of penalties shalbe is sourced to Idaho the same as interest
income. This includes penalties arising from the prepayment or late payment of an installment contract. If the
installment contract is for the sale of 1daho property, any penaltiesy paid shat-be is |daho source income.

809 )
04, Covenant Not to Com pete Incomefrom acovenant not to compete is sourced to theewner'sstate

ofthe entltv sold for the taxabl eyear |mmed| ately precedl nq the year of the sale. (44&—96}( )
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05. Goodwill. Gain or loss from the sale of goodwill from a business transacting business in Idaho is
sourced to Idaho based on the Idaho apportionment factor of the business sold for the taxable year immediately
preceding the year of the sale. ( )

056. Timing of Sourcing Determination for Intangible Personal Property. The source of gains and
losses from the sale or other disposition of intangible personal property is determined at the time of the sale or
disposition of the property. For example, if an Idaho resident sells intangible personal property under the installment
method, and subsequently becomes a nonresident, gain attributable to any installment payment receipts relating to
that sale will be sourced to Idaho even though the individual is a nonresident when a payment is received. If the
intangible persona property was employed in the owner’s business, trade, profession or occupation conducted or
carried on in Idaho as described in Paragraph 266.01.a., of thisrule, at the time of the sale, any subsequent installment
payments shal-be is |daho source income. {5-8-09)( )

267 —269- RESERVED} |IDAHO SOURCE INCOME OF NONRESIDENT AND PART-YEAR
RESIDENT INDIVIDUALS-- PASSIVE ACTIVITY LOSSES (RULE 267).
Section 63-3026A(6), 1daho Code. ( )

01. In General. Losses from a passive activity incurred while an individual is a nonresident are
included in Idaho taxable income only to the extent the losses were from Idaho activity.

02. Idaho Activity. An activity is an Idaho activity only to the extent the income from that activity
would be included in the Idaho taxable income of a nonresident pursuant to Section 63-3026A, Idaho Code. If a
passive activity is engaged in both within and without |daho, the principles of allocation and apportionment of
income set forth in Section 63-3027, Idaho Code, and related rules must be applied to determine the extent of Idaho

03. Prior_Year L osses. Suspended passive activity losses from prior years included in federal taxable
income for the current year are included in Idaho taxable income only to the extent the losses were from ldaho
activity. ( )

04. Current Year L osses. Non-ldaho passive activity losses incurred in the current taxable year are

included in Idaho taxable income only to the extent the losses were incurred while the individual was an |daho
resident. The portion of the losses incurred while an Idaho resident is determined by prorating the losses based on the
proportion of the year the individual resided in Idaho. ( )

268. -- 269. (RESERVED)

270.  IDAHO SOURCE INCOME OF NONRESIDENT AND PART-YEAR RESIDENT INDIVIDUALS --
IDAHO COMPENSATION -- IN GENERAL (RULE 270).
Section 63-3026A(3). (4-5-00)

01. In General. If an nonresident individual performs personal services, either as an employee, agent,
independent contractor or otherwise, both within and without Idaho, the portion of his total compensation that
congtitutes Idaho source income is determined by multiplying that total compensation by the Idaho compensation
percentage. {3-20-97A)( )

02. Definitions. (3-20-97)
a. The Idaho compensation percentage is the percentage computed by dividing Idaho work days by
total work days. (3-20-97)
b. The term Idaho work days means the total number of days the taxpayer provided persona services

in Idaho for a particular employer or principal during the calendar year. If personal services were provided both
within and without Idaho on the same day, that day is an Idaho work day unless the taxpayer establishes that less than
fifty percent (50%) of the services were performed within Idaho that day. If an employee works in Idaho part of the
day on aregular full-time basis, working hours must be used to determine the amount of 1daho compensation.

2099 )
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C. Total work days means the total number of days the taxpayer provided persona services for that
employer or principal both within and without Idaho during the calendar year. For example, ataxpayer working afive
(5) day work week may assume total work days of two hundred sixty (260) less any vacation, holidays, sick leave
days and other days off. (3-20-97)

d. Total compensation means all salary, wages, commissions, contract payments, and other
compensation for services, including sick leave pay, holiday pay and vacation pay, that is taxable pursuant to the
Internal Revenue Code.

03. Work Days. Work days include only those days the taxpayer actually performs personal services
for the benefit of the employer or principal. Vacation days, sick leave days, holidays, and other days off from work
are considered nonwork days whether compensated or not. Total work days must equal 1daho work days plus non-
Idaho work days. The taxpayer has the burden of establishing non-ldaho work days. Documentation establishing non-
Idaho work days may be required to support the Idaho compensation percentage used by the taxpayer. (3-20-97)

04. Multiple Employers. If ataxpayer performs personal services both within and without 1daho for
more than one (1) employer or principal, he shalt must determine an Idaho compensation percentage separately for
each employer or principal.

05. Alternative Method. If the Idaho compensation percentage does not fairly represent the extent of
the taxpayer's personal service activities in Idaho, the taxpayer may propose or the Tax Commission may require an
alternative method. For example, working hours may be a more appropriate measure than work days in some cases.

(3-30-012)

a. The taxpayer shal must fully explain the alternative method in a statement attached to his Idaho
individual income tax return. {3-20-97A)( )

b. The aternative method may be used in lieu of the method in Subsection 270.01 unless the Tax
Commission expressly denies its use. (4-5-00)

(BREAK IN CONTINUITY OF SECTIONS)

275. IDAHO SOURCE INCOME OF NONRESIDENT AND PART-YEAR RESIDENT INDIVIDUALS --
INVESTMENT INCOME FROM QUALIFIED INVESTMENT PARTNERSHIPS (RULE 275).

Section 63-3026A(3)(c), Idaho Code. (4-11-06)
01. In General. (4-11-06)
a. For taxable years beginning on or after January 1, 2007, an-tdahe the Idaho taxable income of a

nonresident individual witret-be-taxed-en does not include the distributive share of investment income frem of a
qualified investment partnership. The distributive share of noninvestment income of a qualified investment
partnership derived from or related to sources within Idaho is included in Idaho taxable income. See Rule 250 of
these rules for information on when pass-through income from a partnership is deemed to have been received.

4208 )

b. The exemption from tax on investment income from a qualified investment partnership shalt does
not apply to gains or losses derived from the sale of a nonresident individual’s interest in a qualified investment
partnership. The source of these gains and losses is to-be governed by Section 63-3026A(3)(a)(vii), Idaho Code, and
as-discussed-in Rule 266 of these rules. The source of investment income that is not from a qualified investment
partnership shal-be is determined as provided in Rule 263 of these rules.

02. Qualified I nvestment Partnership. An entity shal-beis a qualified investment partnership only if
it meets both of the following criteria: (4-2-08)! )
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a. The entity is classified as a partnership for federal income tax purposes, but is not a publicly traded
partnership taxed as a corporation under Section 63-3006, |daho Code. (4-2-08)

b. The gross income from investments of the entity must-be is derived at least ninety percent (90%)
from investments that when held by a nonresident individual directly, would not produce income subject to the Idaho
income tax. See Rules 263 and 266 of these rules. (4-2-08)/ )

03. Investment |ncome. For purposes of this exclusion, an item of partnership income is investment
income only if it would not be Idaho taxable income of anonresident individual if the individual held the investment

directly. ( )
04. Examples. )

a. A is a nonresident individual member of ABC, a partnership operating solely within Idaho. The
taxable income of ABC for the taxable year consists of ninety thousand dollars ($90,000) of dividend income and ten
thousand dollars ($10,000) of capital gains from stock trading through a brokerage account. If A held the stock
directly, Section 63-3026A(3)(a)(iii). Idaho Code, provides that the dividends and capital gains would not be included
in Idaho taxable income. Since at |east ninety percent (90%) of ABC'’s incomeis from investments that would not be
taxable to anonresident individual if held directly by that individual, ABC is a qualified investment partnership and
none of A’'s distributive share of the income is included in Idaho taxable income even though ABC is an Idaho

partnership. C )
b. Assume the same facts as in Paragraph 275.04.a. of this rule, except that the ten thousand dollars

($10,000) of capital gainsis from the sale of 1daho real property. Since at least ninety percent (90%) of ABC'sincome
is from investments that would not be taxable to a nonresident individual if held directly by that individual, ABCisa
qualified investment partnership. A’s distributive share of ABC's dividend incomeis excluded from A's Idaho taxable
income, but A’s distributive share of ABC's gain from the sale of Idaho real property is included in Idaho taxable
income because Section 63-3026A (3). Idaho Code, provides that such income would be taxable to A if A had owned
the property directly. ( )

C. A is a nonresident individual member of ABC, a partnership operating solely within Idaho. The
taxable income of ABC for the taxable year consists of eighty thousand dollars ($80,000) of dividend income and
twenty thousand dollars ($20,000) of capital gains from the sale of Idaho real property. ABC is not a qualified
investment partnership because less than ninety percent (90%) of ABC's income is from investments that would not
be taxable to a nonresident individual if held directly by that individual. A’'s distributive share of ABC'’s dividend
income and capital gain income isincluded in Idaho taxable income as provided in Rule 263 of theserules.  ( )

(BREAK IN CONTINUITY OF SECTIONS)

290. TAX PAID BY PASSTHROUGH ENTITIES FOR OFFICERS, DIRECTORS, OWNERS, OR
BENEFICIARIES-- ELECTION FOR TAXABLE YEARSBEGINNING ON OR AFTER JANUARY 1, 2011

(RULE 290).

Section 63-3022L, Idaho Code. (3-30-07)
01. Election Provided in Section 63-3022L , |daho Code. (3-30-01)
a. The election to have a qualifying pass-through entity pay the tax as provided in Section 63-3022L,

Idaho Code, is available only to an individual who is an officer, director, owner, or beneficiary. For purposes of this

rule, pass-through entity means “pass-through entity” as defined in Section 63-3006C, |daho Code. (4-7-112)
b. The election is not available to: (4-7-11)

i Corporations; (4-7-12)
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ii. Partnerships; (4-7-11)
iii. Electing small business trusts; (4-7-11)
iv. Any other person who is not an individual; er 4711y )

A nonresident individual owner or beneficiary who has | daho taxable income in addition to income
for wh|ch the individual has made the election under Section 63-3022L , Idaho Code. If a nonresident individual has
no other Idaho taxable income except for income from pass-through entities, the individual may make the election if

the election is made for each pass-through entity in which the individual is an owner or beneficiary. ( )
V. Idaho resident individuals:, or 4713y )
Vii. An ldaho part-year resident individual who has Idaho taxable income in addition to income from a

pass-through entity. If a part-year resident individual has no other |daho taxable income except for income from pass-
through entities, the individual may make the election if the election is made for each pass-through entity in which the
individual is an owner or beneficiary.

02. Making the Election. The election for a pass-through entity to report and pay the tax for a
qualified nonresident individual must be made by the individual. Permission from the Tax Commission is not

required. (4-7-12)
a. The election must be made for each taxable year to which it will apply. (4-7-11)
b. The election must be made on a form as prescribed by the Tax Commission. The pass-through
entity must keep and maintain the election form and make it available to the Tax Commission upon request. (4-7-11)
C. The election must be provided to the pass-through entity by January 31 following the end of the
taxable year for which it is to apply. 4720 )
d. Once the election ismade, it isirrevocable for that taxable year. (4-7-11)( )

03. Failure to Make Election. If the individua fails to make the election to have the pass-through
entity pay the tax, the pass-through entity must remit thetaxwithheld back-up withholding on
pad%e%handwrduat the individual’s share of the pass-through entity’s income, including guaranteed payments, and
wages, salary, and other compensation paid by the pass-through entity that is reguired to be included on the owner’s
Idaho return as required in Section 63-3036B, Idaho Code, and Rule 877 of these rules. 4-7-11)( )

(BREAK IN CONTINUITY OF SECTIONS)

570. SPECIAL RULES: SALESFACTOR (RULE 570).
Section 63-3027(s), Idaho Code. (3-20-97)

021. Gross Receiptsfrom Intangibles. (3-20-97)

a. If the income producing activity in respect to business income from intangible personal property
can be readily identified, the gross receipts shal-be are included in the denominator of the sales factor and, if the
income producing activity occursin Idaho, in the numerator of the sales factor as well. {4-11-06)( )
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b. Notwithstanding Rule 550 of these rules, gross receipts from the sale of an ownership interest in
another entity are included in the sales factor numerator based on the proportion of the entity’s operational assets
located in Idaho. The amount included is determined by multiplying the gross receipts received by the percentage of
the entity’s total real and tangible personal property located in Idaho at the time of the sale. ( )

be. If business income from intangible property cannot readily be attributed to any particular income
producing activity of the taxpayer, the gross recei pts shal-be are excluded from the denominator and numerator of the
sales factor. For example, if businessincome in the form of dividends received on stock, royalties received on patents
or copyrights, and interest received on bonds, debentures or government securities results from the mere holding of
the intangible personal property by the taxpayer, the dividends, royalties and interest shal-be are excluded from the
denominator and numerator of the sales factor. (4-11-06)/ )

€d. Subseetion-570-02-ef-tThis rule is not intended to limit the ability of the Tax Commission to alow
or require alternative apportionment when appropriate to fairly represent the extent of the taxpayer’s business activity
in this state. As aresult, alternative apportionment may be allowed or required even if the income producing activity
with respect to businessincome derived from intangible personal property can be readily identified. (4-11-066)( )

032. Net Gains. If gains and losses on the sale of liquid assets are not excluded from the sales factor by
other provisions of this rule, such gains or losses shaH-be are treated as provided in Subsection 570.032 of this rule.
This subsection does not provide rules relating to the treatment of other receipts produced from holding or managing
such assets. If ataxpayer holds liquid assets in connection with one (1) or more treasury functions of the taxpayer,
and the liquid assets produce business income when sold, exchanged or otherwise disposed, the overall net gain from
those transactions for each treasury function for the tax period is included in the sales factor. For purposes of
Subsection 570.032 of this rule, each treasury function shal-be is considered separately.

a. For purposes of Subsection 570.032 of this rule, a liquid asset is an asset, other than functional
currency or funds held in bank accounts, held to provide arelatively immediate source of fundsto satisfy the liquidity
needs of the trade or business. Liquid assets include foreign currency, and trading positions therein, other than
functional currency used in the regular course of the taxpayer’s trade or business; marketable instruments including
stocks, bonds, debentures, hills, notes, options, warrants, futures contracts; and mutual funds which hold such liquid
assets. An instrument is considered marketable if it is traded in an established stock or securities market and is
regularly quoted by brokers or dealers in making a market. Stock in a corporation that is unitary with the taxpayer or
has a substantial business relationship with the taxpayer is not considered marketable stock. £4-11-06}

b. For purposes of Subsection 570.032 of thisrule, atreasury function is the pooling and management
of liquid assets for the purpose of satisfying the cash flow needs of the trade or business, such as providing liquidity
for a taxpayer’'s business cycle, providing a reserve for business contingencies, and providing for business
acquisitions. A taxpayer principally engaged in the trade or business of purchasing and selling instruments or other
items included in the definition of liquid assets set forth herein is not performing a treasury function with respect to

income so produced. {4-11-06)( )
C. Overdl net gain refers to the total net gain from all transactions incurred at each treasury function
for the entire tax period, not the net gain from a specific transaction. (4-5-00)
d. Examples. (4-5-00)

i A taxpayer manufactures various gift items. Because of seasonal variations, the taxpayer must keep
liquid assets available for later inventory acquisitions. Because the taxpayer wants to obtain a return on available
funds, the taxpayer acquires liquid assets, which are held and managed in State A. The net gain resulting from all
gains and losses on the sale of the liquid assets for the tax year will be reflected in the denominator of the sales factor
and in the numerator of State A. (4-5-00)

ii. A stockbroker acts as a dealer or trader for its own account inits ordinary course of business. Some
of the instruments sold are liquid assets. Subsection 570.032 of this rule does not operate to classify those sales as
attributable to atreasury function. {4-11-06)( )

043. Commissions and Fee Income Related to the Sale of Another Taxpayer’s Real Property.
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Notwithstanding the provisions of Rule 550 of these rules, gross receipts from commissions or fees arising as a result
of the personal services and activities associated with the selling of another taxpayer’s real property shal-be are
sourced to the state where the real property islocated. {3-29-10)

(BREAK IN CONTINUITY OF SECTIONS)

582. SPECIAL RULES: FINANCIAL INSTITUTIONS (RULE 582).
Section 63-3027(s), Idaho Code. (7-1-98)

01. Adoption of MTC Recommended Formula for the Apportionment and Allocation of Net
Income of Financial Institutions. This rule incorporates by reference the MTC “Recommended Formula for the
Apportionment and Allocation of Net Income of Financia Institutions’ as adopted in Subsection 006.02 of these
rules. A copy of this regulation may be obtained from the main office of the Idaho State Tax Commission.  (5-3-03)

02.  Definition of Financial Inst|tut|0n Feppameﬁeféeeﬂen—zeq)—ef—ﬂqe—Reeemmended-Fequla

#naneral—w&tuﬂensasdeﬁ-ned—m%&bseeﬂen%%ez ! F| nanC|aI |nst|tut|on” means (7-1-98)/ )

a. Any corporation or other business entity registered under state law as a bank holding company or
registered under the Federal Bank Holding Company Act of 1956, as amended, or registered as a savings and loan
holding company under the Federal National Housing Act, as amended; (7-1-98)

b. A national bank organized and existing as a national bank association pursuant to the provisions of
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the National Bank Act, Title 12, Sections 21 et seq., United States Code; (7-1-98)
C. A savings association or federal savings bank as defined in the Federal Deposit Insurance Act, Title
12, Section 1813(b)(1), United States Code; (7-1-98)
d. Any bank or thrift institution incorporated or organized under the laws of any state; (7-1-98)
e Any corporation organized under the provisions of Title 12, Sections 611 to 631, United States
Code; (7-1-98)
f. Any agency or branch of a foreign depository as defined in Title 12, Section 3101, United States
Code; (7-1-98)
a. A production credit association organized under the Federal Farm Credit Act of 1933, all of whose
stock held by the Federal Production Credit Corporation has been retired; ( )

gh. Any corporation whese-veting-steek or other business entity that is more than fifty percent (50%)
owned, directly or |nd|rectly, by any person or busrness entity descnbed |n Sdbseenens Par@ aph s 582 032.a
through 582.0324q. akF :

hi. A corporation or other business entity that, in the current tax year and immediately preceding two
(2) tax years, derived more than fifty percent (50%) of its total gross income for financial accounting purposes from
finance leases. For purposes of this subsection, a finance lease shall means any lease transaction which is the
functional equivalent of an extension of credit and that transfers substantially all of the benefits and risks incident to
the ownership of property. Fhephrase-shalt This includes any direct financing lease or leverage lease that meets the
criteriaof Financial Accounting Standards Board Statement No. 13, Accounting for Leases or any other lease that is
accounted for as afinancing lease by alessor under generally accepted accounting principles. 7-1-98)( )

Any corporation or business entity that derives more than fifty percent (50%) of its gross income
from actrvrtrec that a person described in Paragraphs 582.02.a. through 582.02.g. and 582.02.i. of this rule is
authorized to transact. For purposes of this subsection, the computation of gross income does not include income
from non-recurring, extraordinary items. ( )

043. Exclusion from Rete Paragraph 582.02,]. The Tax Commission is authorized to exclude any
person from the application of Subsection Paragraph 582.0%2.]. upon such person proving, by clear and convincing
evidence, that the mcomeproducr ng activity of such person is not in substantial competition with those persons
described in Subseetions Paragraphs 582.032.a. through 582.032.fg. and 582.032.hi.

054. Act Defined. For purposes of applying the rules applicable to Section 63-3027, Idaho Code,
referencesto [Act] in the MTC Recommended Formulafor Financia Institutions refersto the Idaho Income Tax Act.
(7-1-99)

065. The Apportionment Percentage. Referencesin Section 1(b) of the MTC Recommended Formula
for Financial Institutions to the computation of the apportionment percentage being determined by adding the
taxpayer’s receipts factor, property factor, and payroll factor together and dividing the sum by three (3) shall-be are
replaced with adding two (2) times the taxpayer’s sales factor, the taxpayer’s property factor, and the taxpayer's
payroll factor together and dividing the sum by four (4) as required by Section 63-3027(i), |daho Code.

99 )

(BREAK IN CONTINUITY OF SECTIONS)

705. CREDIT FOR CONTRIBUTIONS TO EDUCATIONAL INSTITUTIONS EOR TAXABLE YEARS
BEGINNING AFTER 2010 (RULE 705).
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Section 63-3029A, Idaho Code. (3-20-97)
01. Qualified Contributions. Contributions must be made in cash or in kind another monetary form
during the taxable year the credit is claimed. Unpaid pledges, goods, or services provided do not qualify as
contributions. Tuition, room and board, student fees, and similar charges are not contributions. (3-20-97)
02. Limitations: Individuals. The credit allowed to an individual isfifty percent (50%) of the amount
contributed limited to the lesser of: (3-20-97)
a. Fwenty Fifty percent (250%) of his the individual’s total income tax liability; or  {3-20-97)( )
b. One Five hundred dollars ($3500) if filing a return other than a joint return or twe-hundred one
thousand dollars ($21,000) if filing ajoint return. 3-15-02)( )
03. Limitations: Corporations. The credit alowed to a corporation is fifty percent (50%) of the
amount contributed limited to the lesser of: (3-20-97)
a. Ten percent (10%) of the corporation’stotal income tax liability; or 3-20-97)( )
b. One Five thousand dollars ($25,000). 3-15-02)( )

04. Pass-Through Entities. The credit may be earned by a partnership, S corporation, estate or trust
and passed through to the partner, shareholder, or beneficiary. For pass-through entities paying tax and the application

of limitations on pass-through credits, see Rule 785 of these rules. (3-15-02)
05. Other Limitations. (3-15-02)
a. This credit is further limited if the credit for qualifying new employees is claimed. (3-15-02)
b. This credit plus other nonrefundable credits may not reduce the taxpayer’s tax liability below zero
(0). See Rule 799 of these rules for the priority of credits. (3-15-02)
06. Effect on Itemized Deductions. The credit alowed does not reduce the amount of charitable
contributions that may be included in itemized deductions. (3-20-97)
07. Nonprofit Public and Private Museums. To qualify as a museum pursuant to Section 63-3029A,

Idaho Code, the public or private nonprofit institution must be organized for the purpose of collecting, preserving,
and displaying objects of aesthetic, educational, or scientific value and must be open to the general public on aregular
basis. (3-20-97)

(BREAK IN CONTINUITY OF SECTIONS)

711. IDAHO INVESTMENT TAX CREDIT: TAXPAYERSENTITLED TO THE CREDIT (RULE 711).
Section 63-3029B, |daho Code. (3-20-97)

01. Unitary Taxpayers. A corporation included as a member of a unitary group may elect to share the
investment tax credit it earns but does not use with other members of the unitary group. Before the corporation may
share the credit, it must claim the investment tax credit to the extent allowable against its tax liability. ( )

The credit available to be shared is the amount of investment tax credit carryover and credit earned
for the taxable year that exceeds the limitation provided in Section 63-3029B(4), Idaho Code. The limitation is
applied against the tax computed for the corporation that claims the credit. Credit shared with another member of the

unitary group reduces the carryforward. 3-15-02)( )
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b. In the taxable year when a corporation that earned the investment tax credit is acquired or disposed
of, only a portion of the tax of the other members of the unitary group may be offset with shared investment tax credit
from that corporation. To determine the allowable portion of the tax, a percentage is calculated by dividing the
number of days that the corporation that earned the investment tax credit is included in the unitary group’s taxable
yvear by the total number of days in the taxable year. The tax for each member with an Idaho filing requirement is
multiplied by the percentage. The result is the amount of tax that can be offset with a share of the credit, subject to

other limitations imposed by law or related rules. ( )
02. Conversion of C Corporation to S Corporation. (3-20-97)
a. Aninvestment tax credit carryover earned by a C corporation that has converted to an S corporation

is allowed against the S corporation’s tax on net recognized built-in gains and excess net passiveincome. The credit is
allowed against this tax until the carryover period has expired. The credit is not allowed against the tax computed
pursuant to Section 63-3022L, Idaho Code. In addition, the credit may not be passed through to the S corporation
shareholders. {3-29-10)( )

b. The election to file as an S corporation does not cause recapture of investment tax credit. However,
the S corporation shall be liable for any recapture of credit originally claimed by the C corporation as provided by
Rule 715 of these rules. (3-20-97)

03. Agricultural Cooperatives. The portion of the investment tax credit earned by an agricultural
cooperative that it cannot use for the taxable year shall be allocated to the members of the cooperative. If qualifying
property is disposed of or ceases to qualify prior to the close of its estimated useful life, the recapture of credit as
provided by Rule 715 of these rules applies as though the cooperative did not allocate any of the original credit to the

members. (3-20-97)
a. The distribution to membersis made as provided in Rule 785 of these rules. (3-15-02)
b. The investment tax credits claimed by the agricultural cooperative and its members may not be
more than one hundred percent (100%) of the credit earned. (3-20-97)

04. Leased Property. Generally the credit for qualified investments in leased property is claimed by
the lessor. A lessee may claim the investment tax credit on leased property only as provided in Paragraphs 711.04.a.
and 711.04.b. of thisrule. (3-29-10)

a. If the lessor elected to pass the investment tax credit to the lessee and filed the federal election
pursuant to the Internal Revenue Code and Treasury Regulations prior to the 1986 Tax Reform Act, the investment
tax credit shall be claimed by the lessee. Both parties must attach the original election and a schedule identifying the
qualifying property. (3-20-97)

b. If ataxpayer is alesseein aconditional sales contract, he is entitled to the investment tax credit on
any qualifying property subject to the contract since the lessee is considered the purchaser of the property. (3-20-97)
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712. -- 713. (RESERVED)
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(BREAK IN CONTINUITY OF SECTIONS)

745. CREDIT FOR QUALIFYING NEW EMPLOYEES: REVENUE-PRODUCING ENTERPRISE
(RULE 745).
Sections 63-3029E and 63-3029F, Idaho Code, as in effect for taxable years beginning in erafter 2010.

)

01. In General. A revenue-producing enterprise is defined in Section 63-3022H, Idaho Code, and Rule
172 of theserules. (4-7-11)

02. Multiple Activities. If ataxpayer’s trade or business includes both a revenue-producing enterprise
and other activities, the taxpayer must cal culate qualifying new employees based on that portion of the Idaho business
that qualifies as a revenue-producing enterprise. (3-30-07)

03. Seasonal or New Business. An individua employed in a seasona or new business that was in
operation during the taxable year for less than nine (9) months does not qualify as a new employee. (3-30-01)

04. Unitary Taxpayers. The activities of ataxpayer that qualify as a revenue-producing enterprise are
determined separately for each corporation that is a member of the unitary group. (4-7-11)

746. CREDIT FOR QUALIFYING NEW EMPLOYEES: CALCULATIONS USED TO DETERMINE
THE CREDIT AND CREDIT CARRYOVER (RULE 746).
Sections 63-3029E and 63-3029F, Idaho Code, asin effect for taxable years beginning after 2004 and before 2011.

)

01. In General. An employer may be able to earn either a one thousand dollar ($1,000) credit or afive
hundred dollar ($500) credit for a qualifying new employee. However, the employer cannot earn both credits for the
same employee. The applicable credit rate depends on whether the new employee meets certain wage and benefit
criteria. If the new employee does not meet the criteriafor either credit rate, the employer may not claim the credit for

such new employee. (4-7-11)
02. Qualifying for the One Thousand Dollar ($1,000) Credit. (4-6-05)
a. The new employee must meet both of the following criteria to qualify for the one thousand dollar
($1,000) credit: (4-6-05)
i He must have received annual earnings at an average rate of fifteen dollars and fifty cents ($15.50)
or more per hour worked; and (4-6-05)
ii. He must have been eligible to receive employer provided coverage under an accident or health plan
described in Section 105, Internal Revenue Code. (4-6-05)
b. The new employee does not have to be employed in a revenue-producing enterprise to qualify for
the one thousand dollar ($1,000) credit. (4-6-05)

03. Qualifying for the Five Hundred Dollar ($500) Credit. If a new employee does not meet the
criteria for the one thousand dollar ($1,000) credit, the employer may be eligible to claim the five hundred dollar
($500) credit. To qualify for the five hundred dollar ($500) credit, the new employee must have been employed in a
revenue-producing enterprise as defined in Section 63-3029E, 1daho Code. (4-6-05)

04. Calculating Number of Employees. (3-30-01)
a. Number of Employees Clarified. Only employees who meet the qualifications set forth in Section

63-3029E(1)(a), Idaho Code, are included when computing the number of employees for a taxable year. Such
requirements include the following: (3-20-04)
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i The employee must have been subject to Idaho income tax withholding. (3-20-04)

ii. The employee must have been employed by the employer on aregular full-time basis or on a part-
time basis if customarily performing such duties at least twenty (20) hours per week. Leased employees do not
qualify as employees of the lessee. (4-6-05)

iii. The employee must have been performing such duties for the employer for a minimum of nine (9)
months during the taxable year. An individual employed in a seasonal or new business that was in operation for less

than nine (9) months during the taxable year does not qualify. (4-6-05)
iv. The employee must have been covered for 1daho unemployment insurance purposes. (3-20-04)
b. Idaho Department of Labor Reports. The employer should begin with his Idaho Department of
Labor reports to determine the number of employees. However, all employees reported on these reports do not
automatically qualify for the calculation of the number of employees. (4-6-05)
C. Calculation. To calculate the number of employees for a taxable year, add the total qualified
employees for each month and divide that sum by the number of months of operation. (3-30-01)
05. Calculating the Number of New Employees. (3-30-01)
a. The number of new employees is the increase in the number of employees for the current taxable
year over the greater of the following: (3-30-01)
i The number of employees for the prior taxable year; or (3-30-01)
ii. The average of the number of employees for the three (3) prior taxable years. (3-30-01)
b. In determining who qualifies to be included in the number of employees, the law applicable to the

year in which the credit is being earned must be used in cal culating the number of employees for the prior years. The

computations of the number of employees for the prior taxable year and average for the three (3) prior taxable years

must be made consistent with the computations and law applicable for the taxable year in which the credit is earned.
(4-7-11)

i For example, an employer may qualify as a revenue-producing enterprise under the law applicable
to 2010, but did not qualify as a revenue-producing enterprise under the law applicable to the prior years. For
purposes of calculating the five hundred dollar ($500) credit earned in 2010, the number of employees for the prior
years must be calculated using the law applicable to 2010. (4-7-11)

ii. The employer must include in the number of employees for the prior years employees who qualify
under the current law, even though the employer was unable to include these employees as qualifying employeesin
the prior years and did not earn the credit in the prior years. (4-7-11)

C. The number of new employees must be rounded down to the nearest whole number and must equal
or exceed one (1) or no credit is earned. (4-6-05)

d. The employer must determine the number of new employees who qualify for the one thousand
dollar ($1,000) credit and the number who qualify for the five hundred dollar ($500) credit. If the new employees do
not meet the criteria set forth in Sections 63-3029E and 63-3029F, Idaho Code, and this rule, the employer may not
earn the credit. For example, if a new employee has an average wage rate of ten dollars ($10) and the employer’s
business does not qualify as a revenue-producing enterprise, the new employee does not qualify for either the one
thousand dollar ($1,000) credit or the five hundred dollar ($500) credit. (4-7-11)

06. Computing the Credit Earned. The credit earned is the lesser of the amounts determined in
Paragraphs 746.06.a. and 746.06.b. of thisrule. (4-6-05)

a. The number of new employees who qualify for the five hundred dollars ($500) credit multiplied by
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five hundred dollars ($500), plus the number of new employees who qualify for the one thousand dollar ($1,000)

credit multiplied by one thousand dollars ($1,000); or (4-6-05)
b. The net income of the trade or business, as determined pursuant to Rule 747 of these rules,
multiplied by three and one-quarter percent (3.25%). (4-6-05)

07. Limitations. In the year the credit for qualifying new employeesis earned or claimed:  (3-20-04)

a. Thiscredit and all other credits may not exceed fifty percent (50%) of the taxpayer’sincome tax for
that year after deducting the credit for taxes paid to other states. The credit for taxes paid to other states is not subject

to this limitation. (4-6-05)
b. See Section 63-3029P, Idaho Code, and Rule 799 of these rules for the priority order of credits.

(4-6-05)

08. Carryover. ( )

a To claim the carryover, the employer must maintain the employment level on which the credit was

computed during the three (3) succeeding taxable years to which the unused credit is carried. If the employment level
that generated the credit decreases, the employer is not required to recapture the credit claimed in previous taxable
years. However, the employer must recompute the credit based on the reduced employment level to determine the

correct amount of carryover. {4-6-05)( )

b. The credit may be carried forward only to taxable years beginning prior to January 1, 2011. If there
is any credit remaining after application to taxable years beginning prior to January 1, 2011, any further benefit from
the credit is |ost. ( )

09. Pass-Through Entities. See Rule 785 of these rules for pass-through entities and the cal culation of
credits. (3-15-02)

10. Unitary Taxpayers. (3-30-01)

a. A corporation may not use the credit for qualifying new employees earned by another member of
the unitary group. See Rule 365 of these rules. (3-30-01)

b. Each corporation in a unitary group that claims the credit for qualifying new employees is subject
to Section 63-3029P, Idaho Code, and Rule 799 of these rules for the priority order of credits. (4-6-05)

747. CREDIT FOR QUALIFYING NEW EMPLOYEES: NET INCOME OF A TRADE OR BUSINESS
(RULE 747).
Sections 63-3029E and 63-3029F, Idaho Code, as in effect for taxable years beginning en-and after January-1; 20054

and before 2011. 3-36-64( )
01. Net Income From the Taxpayer’s Trade or Business. If ataxpayer is claiming the credit under
Section 63-3029F, Idaho Code, the net income of the taxpayer’s trade or business shall be calculated as follows:
(3-30-07)
a. Proprietorships. The amount of income from Idaho activitiesthat is reported as net profit or net loss
on Schedule C or Schedule F. (3-30-01)
b. C Corporations. The amount of Idaho taxable income, reported on Idaho Form 41, modified to
restore all net operating loss deductions, and excluding any nonbusiness income and expenses allocable to Idaho.
(3-30-01)
C. S Corporations. The amount of Idaho taxable income reported on Idaho Form 41S, modified as

follows: the deduction for income reported by shareholders on their Idaho income tax returns shall be added back, the
addition for compensation or income attributable to individual shareholders who do not report this income on Idaho
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income tax returns shall be deducted, and any nonbusiness income and expenses allocable to Idaho shall be excluded.
(3-30-07)

d. Partnerships. The amount of 1daho taxable income reported on Idaho Form 65, modified asfollows:
the deduction for income reported by partners on their Idaho income tax returns shall be added back, the addition for
compensation or income attributable to individual partners who do not report thisincome on Idaho income tax returns
shall be deducted, and any nonbusiness income and expenses allocable to Idaho shall be excluded. (3-30-07)

02. Unitary Taxpayers. Each corporation included in a unitary combined group shall use its Idaho
taxable income as determined pursuant to Section 63-3027, Idaho Code, modified to restore al net operating loss
deductions, and excluding any nonbusi ness income and expenses allocabl e to Idaho. (3-30-01)

748. CREDIT FOR QUALIFYING NEW EMPLOYEES: RECORD-KEEPING REQUIREMENTS
(RULE 748).
Sections 63-3029E and 63-3029F, Idaho Code, as in effect for taxable years beginning #-2000-and after 2001 and

before 2011. 6303 )
01. Information Required. Each taxpayer must retain and make available, on request, records to
document the credit earned or claimed. The records must include all of the following: (5-3-03)
a. The Employer Quarterly Unemployment Insurance Tax Reports and the Unemployment | nsurance
Wage Reports filed with the |daho Department of Labor; (5-3-03)
b. Payroll records and reports documenting length of employment and hours worked; (5-3-03)
C. The computation of the number of qualifying new employees; (3-30-01)
d. The qualification as arevenue-producing enterprise; (3-30-01)
e The computation of the credit; (3-30-01)
f. The computation of net income; (3-30-01)
0. The continued maintenance of adequate employment levelsinto carryover years; and  (3-30-01)
h. The computation of any carryovers. (3-30-01)
02. Failure to Maintain Adequate Records. Failure to maintain any of the records required by this
rule may result in the disallowance of the credit. (3-15-02)

(BREAK IN CONTINUITY OF SECTIONS)

754.—F55: (RESERVED)

755. HIRE ONE ACT CREDIT FOR QUALIEYING NEW EMPLOYEES-- IN GENERAL (RULE 755).
Section 63-3029F, Idaho Code, asin effect for taxable years beginning in or after 2011 and before 2014. ( )

01. In General. For taxable years beginning on and after January 1, 2011, and before 2014, the Hire
One Act allows an employer who is subject to the |daho income tax to earn a credit for a qualifying new employee.
Because an employee must be hired on or after April 15, 2011, to qualify, the credit generally cannot be earned in a
taxable year that begins prior to January 15, 2011.

02. Qualifying Employer. A qualifying employer is a rated employer under the 1daho Employment
Security Law, but does not include a governmental agency or nonprofit entity. For purposes of Section 63-3029F,
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Idaho Code, and Rules 755 through 759 of these rules, a nonprofit entity includes any entity that is exempt from the
Idaho income tax under Section 63-3025B, Idaho Code, including those entities that are exempt except for paying
income tax on unrelated business income.

)

03. Pass-Through Entities. The credit earned by a pass-through entity is refunded to the pass-through
entity, rather than passed through to the owner.

el

04. Unitary Corporations. Each corporation in a unitary group must separately calculate the amount
of the Hire One Act credit based on its own employees and may not include the employees of other corporations

included in the combined group. ( )
05. Employer-Provided Health Care Benefits. For purposes of administering the Hire One Act and
Rules 755 through 759 of these rules, “employer-provided” and “ health care benefits’ are defined as provided in Rule

756 of these rules.

[

06. Seasonal or New Business. An individual employed in a seasonal or new business that was i
operation for less than nine (9) consecutive months cannot qualify as anew employee.

=]

i L

07. Carryover. Because the credit is a refundable credit, no carryover is allowed. Credit not claim
within the time allowed under Section 63-3072, Idaho Code, for claiming arefund is lost.

756—759.  (RESERVED)

756. HIRE ONE ACT CREDIT FOR QUALIEYING NEW EMPLOYEES -- EMPLOYER-PROVIDED
HEALTH CARE BENEFITS (RUL E 756).
Section 63-3029F, Idaho Code, as in effect for taxable years beginning in or after 2011 and before 2014. (

[

—

01. Employer-Provided. “Employer-provided” means an individual’s employer must pay the
following percentages of the cost of an employee’s premium for health care benefits as defined in Subsection 756.02

of thisrule: ( )
a At least eighty percent (80%) of the cost of the employee's premium if such employee had single
coverage. ( )
b. At least seventy percent (70%) of the cost of the employee’s premium if such employee had family
coverage.
02. Health Care Benefits. “Health care benefits’” means coverage offered through a group health plan
for employees that includes hospital, medical and surgical expense coverage set forth as follows: ( )
a An accident and sickness insurance policy that provides hospital, medical and surgical expense
coverage, to an aggregate maximum of not less than five hundred thousand dollars ($500,000); ( )
b. Coinsurance percentage per year per covered person not to exceed fifty percent (50%) of covered

charges, provided that the coinsurance out-of-pocket maximum combined with any deductibles does not exceed four
percent (4%) of the aggregate maximum limit under the policy for each covered person;

[ A deductible stated on a per person, per family, per illness, per benefit period, per year basis, or a
combination of these bases not to exceed four percent (4%) of the aggregate maximum limit under the policy for each
covered person for at |east: ( )

i Daily hospital room and board expenses subject only to limitations based on average daily cost of
the semiprivate room rate in the area where the insured resides:; ( )

ii. Miscellaneous hospital services; ( )

iii. Surgical services; ( )
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iv. Anesthesia services; ( )
V. In-hospital medical services; and ( )
Vi. Out-of-hospital care, consisting of physicians services rendered on an ambulatory basis where

coverage is not provided elsewhere in the palicy for diagnosis and treatment of sickness or injury, diagnostic x-ray,

l[aboratory services, radiation therapy, and hemodialysis ordered by a physician. (D)
d. Additional benefits. Health care benefits must also provide not fewer than three (3) of the following
additional benefits: )
i In-hospital private duty registered nurse services; )
ii. Convalescent nursing home care; )
jii. Diagnosis and treatment by aradiologist or physiotherapist; )
iv. Rental of special medical equipment, as defined by the insurer in the palicy:; )
V. Artificial limbs or eyes, casts, splints, trusses or braces; )
Vi. Treatment for functional nervous disorders, and mental and emotional disorders; or )
Vii. Out-of-hospital prescription drugs and medications. C )

03. Non-Qualifying Health Care Benefits. Health care benefits do not include limited benefit policies
or certificates of insurance for specific disease, hospital confinement indemnity, accident-only, credit, dental, vision,
medicare supplement, long-term care, or disability income insurance, student health benefits-only coverage issued as
a supplement to liability insurance, worker’s compensation or_similar_insurance, automobile medical payment
insurance or nonrenewabl e short-term coverage issued for a period of twelve (12) months or less.

[

04. Waiting Period. To qualify as employer-provided health care benefits, the health care benefits plan
may not have a waiting period of more than two (2) months from the date of an employee’sfirst day of employment.
The Hire One Act credit cannot be earned on a new employee who is covered by a plan with a waiting period longer

than two (2) months from the employee'sfirst day of employment.

757. HIRE ONE ACT CREDIT FOR QUALIEFYING NEW EMPLOYEES -- DETERMINATION OF
QUALIFYING NEW EMPLOYEES (RULE 757.)
Section 63-3029F, Idaho Code, as in effect for taxable years beginning in or after 2011 and before 2014. ( )

01. Calculating Aver age Employment for_a Taxable Year. ( )

Number of Qualifying Employees. Only employees who meet the qualifications set forth in Section
63- 3029F(2)(a) Idaho Code, are included when computing the average employment for a taxable year. Such
reguirements include the following:

i The employee must have been subject to Idaho income tax withholding. ( )

ii. The employee must have been covered for daho unemployment insurance purposes. ( )

ii. The employee must have been employed by the employer on aregular full-time basis or on a part-
time basis if customarily performing such duties at least twenty (20) hours per week. Leased employees do not
qualify as employees of the lessee.

iv. The employee must have been performing such duties for the employer for a minimum of nine (9)
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consecutive months, with at least part of that time performed in the taxable year. An individual employed in a

seasonal or new business that was in operation for less than nine (9) consecutive months does not qualify. ( )
V. The employee must not have been transferred from a related taxpayer. ( )
b. Idaho Department of Labor Reports. The employer must begin with its Idaho Department of L abor

reports to determine the number of employees for each month of the taxable year. However, an employee listed in
these reports does not automatically qualify to be included in the calculation of the number of employees. The
employer must determine how many employees included in these reports meet the qualifications under Section 63-
3029F, |daho Code, and paragraph 757.01.a. of this rule. Only those qualifying employees are included in the

monthly total. ( )
[ Calculation. The number of gualifying employees for each month are added together and the total is
divided by the number of months of operation for the taxable year. Thisis the employer’s average employment for the
taxable year. ( )
02. Calculating the Number of Qualifying New Employees. ( )

a The number of qualifying new employees is the increase in the employer’s average employment of
qualifying employees for the taxable year over the greater number of the following:

i. The employer’s average employment of qualifying employeesfor the prior taxable year; or ( )

ii. The employer’s average employment of qualifying employees for the three (3) prior taxable years.

)
b. The number of qualifying new employees must be rounded down to the nearest whole number and

must equal or exceed one (1) or no credit is earned.
03. Identification of New Employees. The employer must identify the specific new employees. The

new employees are those qualifying employees who were last hired by the employer based on the date the employee

first performed services for the employer. ( )
04. Eligible New Employee. The new employee must meet the qualifications listed in Paragraphs
757.04.a. through 757.04.c. of this rule in order to be an eligible new employee. ( )
a Average Annual Earnings. The new employee must have earned annual wages at arate averaging at
least: )
i. Twelve dollars ($12) per hour worked if the employee was employed in a county with an
unemployment rate of ten percent (10%) or more as of the date the new employee was hired; or ( )
ii. Fifteen dollars ($15) per hour worked if the employee was employed in a county with an
unemployment rate below ten percent (10%) as of the date the new employee was hired. ( )
b. The new employee must have been hired on or after April 15, 2011. ( )
[ The new employee must have received employer-provided health care benefits as defined in Rule
756 of these rules. ( )
05. Computation of Average Annual Earnings. Average annual earnings is computed as follows:
)
a For hourly employees, the gross wages paid by the employer is divided by the number of hours
worked for the taxable year. ( )
b. For salaried employees, the gross wages paid is divided by two thousand eighty (2.080) hours if
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employed on afull time basis for the entire taxable year. |f a salaried employee is reqularly scheduled to work more
or lessthan forty (40) hours per week, the computation must be adjusted accordingly to determine the hourly rate. For
example, if an employee is regularly assigned to work a thirty-two (32) hour week and worked for the employer the
entire taxable year, the gross wages actually paid must be divided by sixteen hundred sixty-four (1,664). The total
hours must not be reduced for days taken off, such asfor vacation, sick leave, or personal days, if such days off were
paid. If the employee’s annual salary is adjusted for days taken off that are not paid, the number of hours should be
adjusted in a consistent manner. ( )

C. If the new employee is determined to be eligible for the credit, the credit is computed as provided in
Rule 758 of these rules.

758. HIRE ONE ACT CREDIT FOR QUALIEFYING NEW EMPLOYEES -- CALCULATION OF
CREDIT (RULE 758).
Section 63-3029F, Idaho Code, as in effect for taxable years beginning in or after 2011 and before 2014. ( )

01. Computation of Credit. The credit for an eligible new employee is calculated by multiplying the
gross salary paid to the eligible new employee for the initial twelve (12) months of employment by the applicable
credit rate. The credit is not allowed for new employees who were part of a trade or business the employer acquired
from another taxpayer, or of an employer who operates in a place of business the same or a substantially identical
trade or business as operated by another taxpayer within the prior twelve (12) months, except as the prior taxpayer in
either situation would have qualified.

02. Gross Salary. Gross salary does not include: )
a Nontaxabl e fringe benefits; )
b. Tips paid by customers of the employer. C )
C. Wages that are subsidized through another taxpayer or program, including any federal or state

grant. )

03. Credit Rate. The applicable credit rate is determined based on the employer’s rating from the
Idaho Department of Labor for unemployment purposes that applies to the calendar year in which the taxable year

begins. For example, the rating received by an employer in December 2011 will apply to taxable years beginning in
2012. The credit rate is six_percent (6%) for a positive-rated employer, four percent (4%) for a standard-rated
employer, and two percent (2%) for a deficit-rated employer.

04. Employed in a County. To be employed in a county, at least some of the employee's service must
be performed in that county. An employee is employed in a county if: ( )

a The employee's service is performed entirely within the county: )
b. The employee’s service is performed both in and outside the county, but the service performed
outside the county isincidental to the employee's service in the county: or (_)
(o Some of the service is performed in the county and: C )
i The base of operationsis|located in the county or, C )

If there is no base of operations, the place from which the service is directed or controlled isin the

county, or

)

iii. The base of operations or the place from which the service is directed or controlled is not in any
county in which some part of the service is performed, but the individual’s residence is in the county.

759. HIRE ONE ACT CREDIT FOR QUALIFYING NEW EMPLOYEES -- RECORD-KEEPING
REQUIREMENTS (RUL E 759).
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Section 63-3029F, Idaho Code, asin effect for taxable years beginning in or after 2011 and before 2014. ( )

01. Information Required to be Included With Idaho Return. An employer must include with the
Idaho income tax return on which the Hire One Act credit is claimed a copy of the taxable wage rate notice issued by
the Department of Labor for that income tax year. Notices that cannot be included with an electronically filed return
must be separately mailed to the Tax Commission. No credit may be allowed if this notice is not included with the
Idaho income tax return or mailed separately to the Tax Commission. ( )

02. Information Required to be Retained By Employer. An employer claiming the Hire One Act
credit must retain and make available, on request, records to document the credit claimed. The records must include

al of the following: ( )
) a. The Employer Quarterly Unemployment Insurance Tax Reports and the Unemployment Insurance
Wage Reportsfiled with the |daho Department of Labor; ( )
b. Payroll records and reports documenting start and end of employment dates, if applicable, and
hours worked by employee; ( )
[ The computation of the number of gualifying employees including alisting of all such employees
by name and social security number;
d. Records verifying gross salary paid and county employed in for the employees identified as the
new employees; ( )
e Records documenting a new employee’s coverage under the employer-provided health care
benefits; and ( )
f. Documentation from the Department of L abor verifying the employer’s tax rate. ( )
03. Failure to Maintain Adeguate Records. Failure to maintain any of the records required by this
rule may result in the disallowance of the credit. ( )

(BREAK IN CONTINUITY OF SECTIONS)
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761. -- 762. (RESERVED)
(BREAK IN CONTINUITY OF SECTIONYS)

771 GROCERY CREDIT: TAXABLE YEARSBEGINNING AFTER DECEMBER 31, 2007 (RULE 771).

Section 63-3024A, Idaho Code. (5-8-09)
01. Residents. (5-8-09)
a. A resident individual may claim a credit for each persona exemption for which a deduction is

permitted and claimed on his Idaho income tax return provided the personal exemption represents an individual who
isaresident of Idaho. The maximum credit allowed per qualifying exemption is as follows:

TAX YEAR IDAHO TAXABLE INCOME IDAHO TAXABLE INCOME
$1,000 OR LESS MORE THAN $1,000
2011 $80 $60
2010 $70 $50
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TAX YEAR IDAHO TAXABLE INCOME IDAHO TAXABLE INCOME
$1,000 OR LESS MORE THAN $1,000
2009 $60 $40
2008 $50 $30
b. A resident individual claiming the credit who is age sixty-five (65) or older may claim an additional

twenty dollars ($20). An additional twenty dollar ($20) credit may be claimed for a spouse who is age sixty-five (65)
or older. The additional twenty dollar ($20) credit may not be claimed for other dependents who are age sixty-five
(65) or older. (5-8-09)

02. Part-Year Residents. A part-year resident is entitled to a prorated credit based on the number of
months he was domiciled in Idaho during the taxable year. For purposes of this rule, a fraction of a month exceeding
fifteen (15) daysistreated as afull month. If the credit exceeds histax liability, the part-year resident is not entitled to

arefund. (5-8-09)
03. Circumstances Causing I neligibility. A resident or part-year resident individual is not eligible for
the credit for the month or part of the month for which the individual: (5-8-09)
a. Received assistance under the federal food stamp program; or (5-8-09)
b. Was incarcerated. (5-8-09)
04. Nonresidents. A nonresident is not entitled to the credit even though the individual may have been
employed in Idaho for the entire year. (5-8-09)
05. Illegal Residents. Anindividual residing illegally in the United Statesis not entitled to the(gr%dic;[.g)
06. Member s of the Uniformed Services. A member of the uniformed serviceswho is: (4-7-11)
a. Domiciled in Idaho is entitled to this credit; (5-8-09)
b. Residing in Idaho but who is a nonresident pursuant to the Servicemembers Civil Relief Act is not
entitled to this credit. (5-8-09)
C. See Rule 032 of these rules for the definition of member of the uniformed services. (4-7-112)

07. Spouse or Dependents of Members of the Uniformed Services. Beginning on January 1, 2009, a
spouse of a nonresident member of the uniformed services stationed in Idaho who has the same domicile as the
military service member’s home of record and who is residing in Idaho solely to be with the servicemember is a
nonresident and is not entitled to the grocery credit. A spouse who is domiciled in Idaho is entitled to the credit. The

domicile of adependent child is presumed to be that of the nonmilitary spouse. (4-7-12)
08. Claiming the Credit. (5-8-09)
a. Anindividual whoisrequired to file an Idaho individual income tax return must claim the credit on
hisreturn. If the credit exceeds his tax liability, the resident will receive arefund. (4-7-12)
b. Anindividual whois not required to file an Idaho individual income tax return must file a claim for
refund of the credit on aform approved by the Tax Commission on or before April 15 following the year for which
the credit relates. (4-7-11)
C. No credit may be refunded three (3) years after the due date of the claim for refund, including
extensions, if areturn was required to be filed under Section 63-3030, |daho Code. (4-7-12)
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09. Donating the Credit. Taxpayers may elect to donate the entire credit to the Cooperative Welfare
Fund created pursuant to Section 56-401, Idaho Code. A taxpayer may not make a partial donation of the credit. The
election must be made as indicated on the form on which the credit was claimed. The election is irrevocable and may
not be changed on an amended return. (5-8-09)

(BREAK IN CONTINUITY OF SECTIONS)

815. EXTENSIONSOF TIME (RULE 815).
Section 63-3033, Idaho Code. (3-20-97)

01. Taxpayer s Abroad. An extension granted by the Internal Revenue Service when a taxpayer has not
yet met either the bona fide resident test or the physical presence test pursuant to Section 911, Internal Revenue Code,
but expects to qualify after the two (2) month extension, is accepted as a valid extension for Idaho filing purposes. A
copy of the approved federal extension form must accompany the | daho income tax return. (7-1-99)

02. Individuals in Combat Zone. Section 7508, Internal Revenue Code, applies to individuals who
are serving in a combat zone or who are hospitalized as a result of serving in a combat zone. In this case, returns are
not due until one hundred eighty (180) days after the period of qualified service or qualified hospitalization,
whichever occurs last. For individuals entitled to this extension of time, interest accrues on the portion of the tax not
paid from the extended due date. (3-20-97)( )

03. Interest. Interest accrues on the portion of the tax not withheld or paid from the due date until the
date thereturnisfiled and the full amount of tax is paid.
are Exceptions only apply in the case of an individual in a combat zone as allowed by Section 63-3033(q), |daho
Code, and Subsection 815.02 of this rule, and when disaster relief is granted to a taxpayer as allowed under Section
63-114, Idaho Code, and Rule 817 of these rules. A taxpayer will not receive interest on amounts withheld or on
corporation estimated tax in excess of the actual tax liability. See Section 63-3073, Idaho Code. (5-3-03)/ )

(BREAK IN CONTINUITY OF SECTIONS)

877. BACKUPWITHHOLDING BY PASSTHROUGH ENTITIES. (RULE 877).
Sections 63-3022L and 63-3036B, Idaho Code. (4-7-11)

01. In General. A pass-through entity that makes-a—eash-distribution—to—an-ndividual-ewner—or
benefietary is transacting business in Idaho or an estate or trust that has income taxable in Idaho must withhold Idaho
income tax from sueh-distributien the owner’s or beneficiary’s share of income and guaranteed payments from the
pass-through entity and from wages, salary, or other compensation paid by the pass-through entity to the individual
that is required to be included in the individual’s Idaho taxable income unless exempt from backup withholding by
Section 63-3036B, Idaho Code, or this rule. For purposes of this rule, pass-through entity means “pass-through
entity” as defined in Section 63-3006C, Idaho Code. The provisions of this rule do not affect the withholding
requirements set forth in Sections 63-3035, 63-3035A, or 63-3036, 1daho Code, and related rules. 471y )

02. Exceptions to Backup Withholding. Backup Wiwithholding by a pass-through entity is not
required on distributionspaid-to the income of the following pass-through owners and beneficiaries: ( )

a. Owners and beneficiaries who are not natural persons, including corporations, partnerships, trusts,
and estates. (4-7-11)
b. Unit holders of a publicly traded partnership as defined by Section 7404(b), Interna Revenue
Code, if the publicly traded partnership: (4-7-11)
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i Istreated as a partnership for purposes of the Internal Revenue Code; and (4-7-11)

ii. Has agreed to file an annual information return. The information return must be in the form of a
schedule included with the partnership’s Idaho Partnership Return of Income reporting the name, address, taxpayer
identification number, and other information requested by the Tax Commission of each unit holder with adistributive
share of partnership income in Idaho in excess of five hundred dollars ($500) for the taxable year. 4713y )

C. Resident individuals and part-year resident individuals who have income other than from a pass-
through entity.
d. Nonresident individual s if: (4-7-11)

i Such individual elects to have his Idaho tax on income from the pass-through entity reported and
paid by the pass-through entity;. Such election must be made on a form as required by the Tax Commission and is
required for each taxable year by the last day of the month following the end of the taxable year. Such election is

irrevocable. 47y )

ii. Such individual’s share of income, guaranteed payments, and compensation of the pass-through
entity from ldaho sources is less than one thousand dollars ($1,000) for the taxable year in which the

paid income is subject to tax; or (4-7-11)( )
iii. The distribution income is subject to withholding under Section 63-3035 or 63-3036, |daho Code.
@ran )

03. Certification of Residency. Backup YWwithholding is not required on distributionsmadete income
from a pass-through entity of an individual owner or beneficiary who certifies to the pass-through entity that heis an
Idaho resident or an Idaho part-year resident with Idaho taxable income from sources other than another pass-through
entity. The certification must be made on aform approved by the Tax Commission. The pass-through entity may rely
on the certificate as evidence that distributionste the income from the pass-through entity of such individual are is

exempt from withholding unless the pass-through entity knowingly accepts afalse certificate. 4713y )
04. Payment of Backup Withholding. (4-7-11)
a. The pass-through entity must withhold amounts from distributienste the pass-through income of

nonresident individuals at the highest margina rate applicable for the taxable year under Section 63-3024, Idaho
Code. The amount withheld during-a-calendar for a taxable year must be remitted to the Tax Commission annually
on or before January-31 the fifteen day of the fourth month following the end of the feHewing taxable year, unless
one of the exceptions under Subsection 877.02 of this rule apply to the owner or beneficiary. The amount withheld
must be remitted on the appropriate return as required by the Tax Commission. 4713y )

b. Amounts remitted as backup withholding for a eatendar taxable year in accordance with the
provisions of this rule will be considered to be in part payment of the tax imposed on such owner or beneficiary for

h|staxableyear inwhich begmsw&hmsuehealendar the pass throuqh entltv staxableyear ends. lhe%etammadeby

theamean%mthheld#emJ%dﬂﬁbtm (4—7—43;}( )

05. Backup Withholding Returns. A reconciliation schedule must be included with the pass-through

entity’s Idaho income tax return. Returns submitted to the Tax Commission reporting amounts withheld as required

by Section 63-3036B, Idaho Code, must include the following information: 4713y )
a. The amount of income described in Section 63-3022L(2), Idaho Code, by owner or beneficiary;

4rnC )

b. The amount of tax withheld; (4-7-11)

C. Name, address, and social security humber of each owner or beneficiary; (4-7-11)
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d. The pass-through entity’s name, and federal employer identification number-and-signature.

G4 )

06. Failure to File Returns or Remit Backup Withholding. Returns that fail to meet the

requirements of thisrule areinvalid and may be returned to the pass-through entity to be refiled. Failureto fileavalid
return or remit the proper amount of backup withholding by the due date may cause interest and penalties to be

imposed. (4-7-11)! )

878. -- 879. (RESERVED)
880. CREDITSAND REFUNDS (RUL E 880).

Section 63-3072, Idaho Code. (3-20-97)
01. Over payment. The term overpayment includes: (3-20-97)
a. A voluntary and unreguested payment greater than an actual tax liability. (3-20-97)
b. An excessive amount that an employer withholds pursuant to Sections 63-3035 and 63-3036, 1daho
Code. (3-20-97)
C. All amounts erroneously or illegally assessed or collected. (3-20-97)
d. The term overpayment does not include an amount paid pursuant to a final determination of tax,
including a compromise and closing agreement, decision of the Tax Commission, decision of the Board of Tax
Appeals, or final court judgment. (3-20-97)
02. Requirements of a Valid Refund Claim. Before the Tax Commission can credit or refund an
overpayment, the taxpayer making the claim must establish both of the following: (4-2-08)
a. The basis for the credit or refund claim, and (4-2-08)
b. The amount of the overpayment. (4-2-08)
03. Timely Claim Required for Refund. (3-20-97)
a. The Tax Commission may not credit or refund an overpayment after the expiration of the period of
limitations unless the taxpayer filed a claim before the expiration of the period. (3-20-97)
b. When an adjustment to the taxpayer’s federal return affects the calculation or application of an
Idaho net operating loss, capital loss, or Idaho credit in a year otherwise closed by the period of limitations, the
taxpayer has one (1) year from the date of the final determination to file aclaim for refund. (4-2-08)

04. Amended Returns Required as Refund Claims. The claim for a credit or refund must be made on
an amended Idaho income tax return that is properly signed and includes an explanation of each legal or factual basis
in sufficient detail to inform the Tax Commission of the reason for the claim. By signing the amended return the
taxpayer shall be declaring that the claim for refund is true and correct to the best of his knowledge and belief and is
made under the penalties of perjury. (4-6-05)

05. Closed Issues. The Tax Commission shall deny a credit or refund claim for a taxable year for
which the Tax Commission has issued a Notice of Deficiency, unless the taxpayer shows that the changes on the
amended return are unrelated to the adjustments in the Notice of Deficiency or that the changes result from a final
federal determination. (3-20-97)

06. Limitations on Refunds of Withholding and Estimated Payments. As provided by Section 63-
3072(c), Idaho Code, Fthe Tax Commission may not refund taxes withheld from wages unless the taxpayer files a

return within three (3) years after the due date. See-Section-63-3072(€),-+daho-Coede: The Tax Commission may not
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refund any payment received with an extension of timeto file or with atentative return, including quarterly estimated
payments, unless the taxpayer makes a claim for a refund within three (3) years of the due date of the return.
However, when an individual is in a combat zone and entitled to an extension of time by Section 7508, Internal
Revenue Code, the number of days disregarded under such section will be added to the three (3) year period for
allowing refunds of amounts withheld or paid as estimated payments. (3-15-02)/ )

07. Reduction or Denial of Refund Claims. If the Tax Commission determines that a refund claim is
in error, the Tax Commission shall deny the claim in whole or part. Unless the denia results from a mathematical
error by the claimant, the Tax Commission shall give notice of the denial by a Notice of Deficiency in the manner
required by Section 63-3045, Idaho Code, and related rules. The protest and appeal process that appliesto a Notice of
Deficiency also appliesto the denia or reduction of arefund. See Section 63-3045A, Idaho Code, for information on
mathematical errors. (3-20-97)

08. Amended Federal Return. Filing a claim with the Internal Revenue Service to reduce taxable
income does not extend the Idaho period of limitations for claiming a refund or credit of tax. If the statute of
limitations is about to expire on ataxpayer’s Idaho return for which an issue is pending on his federal return or return
filed with another state, the taxpayer should amend his Idaho return. He should clearly identify the amended return as
aprotective claim for refund. The taxpayer must notify the Tax Commission of the final resolution. (7-1-98)

09. Combined Reports -- Final Federal Determination and Change of Filing Method. If the Idaho
period of limitations is open due to afinal federal determination, a corporate taxpayer may not adjust its [daho return
to include a previously omitted corporation or to exclude any corporation previously included in a combined report.

(3-20-97)

10. Duplicate Returns. If areturn is filed pursuant to Section 63-217(1)(b), Idaho Code, where the
taxpayer establishes by competent evidence that the return was deposited in the United States mail or with a
qualifying private delivery service (See IDAPA 35.02.01, “Tax Commission Administration and Enforcement Rules,”
Rule 010) on or before the date for filing and the Tax Commission has notified the taxpayer that it has not received
the return, the taxpayer shall submit a duplicate return within fifteen (15) days of such notification for the newly filed
return to qualify as a duplicate return. The period of limitations for a duplicate return is the later of one (1) year from
the filing of the duplicate return or the date provided for in Section 63-3072(b), Idaho Code. (4-6-05)
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DOCKET NO. 35-0102-1101
NOTICE OF RULEMAKING - PROPOSED RULE

AUTHORITY: In compliance with Section 67-5221(1), Idaho Code, notice is hereby given that this agency has
initiated proposed rulemaking procedures. The action is authorized pursuant to Section(s) 63-105, 63-3624, 63-3635,
and 63-3039.

AUTHORITY: Public hearing(s) concerning this rulemaking will be scheduled if requested in writing by twenty-
five (25) persons, a palitical subdivision, or an agency, not later than October 19, 2011.

The hearing site(s) will be accessible to persons with disabilities. Requests for accommodation must be made not
later than five (5) days prior to the hearing, to the agency address below.

DESCRIPTIVE SUMMARY: The following is a nontechnical explanation of the substance and purpose of the
proposed rulemaking:

Rule 043 is being amended to comply with House Bill 213 exempting from sales and use tax al gratuities,
whether voluntary or mandatory, if the gratuity is given for services provided as a supplement to the income of the
service provider.

Rule 073 is being amended to comply with House Bill 214 that exempts from use tax the use of motor vehicles
by nonresident college students in the state of Idaho.

Rule 085 is being amended to clarify that the Red Cross's sales and use tax responsibility should be addressed in
the federal government section of Rule 094 rather than its current location in Rule 085 about nonprofits.

Rule 094 is being amended to explain that the state of Idaho cannot require the federal government or its
instrumentalities to collect sales tax on any sales and that the Red Cross is an instrumentality of the federal
government for purposes of sales and use tax.

Rule 098 is being amended to reflect the altered appearance of the diplomatic exemption card system by
eliminating the specific language describing the previous appearance of the cards and would contain a more generic
description of the new cards.

Rule 107 is being amended to comply with House Bill 214 that exempts from use tax the use of motor vehicles
by nonresident college students in Idaho, Senate Bill 1052 that exempts from use tax all purchases made by
temporarily assigned military personnel more than 90 days prior to moving to Idaho, and to amend the definition of a
nonresident company to say that it is not required to be registered with the Idaho Secretary of State.

Rule 109 is being amended to change the definition of currency operated amusement devices to included credit
and debit card machines, to change the requirement from a specific location on the device to any easily visible place
on the device, and to include a new section that requires another permit to be affixed to adevice in the event of alost,
stolen, or destroyed permit.

FEE SUMMARY: Thefollowing is a specific description of the fee or charge imposed or increased: N/A

FISCAL IMPACT: The following is a specific description, if applicable, of any negative fiscal impact on the state
general fund greater than ten thousand dollars ($10,000) during the fiscal year resulting from this rulemaking: N/A

NEGOTIATED RULEMAKING: Pursuant to IDAPA 04.11.01.811, negotiated rulemaking was not conducted
because the proposed changes are of a simple nature.

INCORPORATION BY REFERENCE: Pursuant to Section 67-5229(2)(a), Idaho Code, the following is a brief
synopsis of why the materials cited are being incorporated by referenceinto this rule: N/A
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ASSISTANCE ON TECHNICAL QUESTIONS, SUBMISSION OF WRITTEN COMMENTS: For assistance
on technical questions concerning the proposed rule, contact McL ean Russell (208) 334-7544.

Anyone may submit written comments regarding this proposed rulemaking. All written comments must be
directed to the undersigned and must be delivered on or before October 26, 2011.

DATED this 31% day of August, 2011.

McL ean Russell

Tax Policy Specialist

Idaho State Tax Commission

800 Park BI., PlazalV

P.O. Box 36, Boise, ID 83722-0410
(208) 334-7544

THE FOLLOWING ISTHE PROPOSED TEXT FOR DOCKET NO. 35-0102-1101

043. SALESPRICE OR PURCHASE PRICE DEFINED (RULE 043).

01. Sales Price and Purchase Price. The term sales price and purchase price may be used
interchangeably. Both mean the price paid by the customer or user to the seller including: (7-1-93)
a. The cost of transporting goods to the seller. See Rule 061 of theserules. (3-20-04)
b. Manufacturer’'s or importer’s excise tax. See Rule 060 of these rules. (3-20-04)
C. Services agreed to be rendered as part of the sale. (7-1-97)
d. Separately stated labor charges to produce or fabricate made to order goods. See Rule 029 of these
rules. (3-20-04)

02. Services Agreed to Be Rendered as a Part of the Sale. The sales and use tax is computed on the
sales price of atransaction. The term “sales price” is defined by Section 63-3613, Idaho Code, to include “ servicesto
be rendered as a part of the sale.” The following items are among those that are part of the sales price and, therefore,
may not be deducted before computation of the sales price. Thisin not intended to be an exclusive list of such items:

(3-20-04)

a. Any chargesfor any services to bring the subject of asaetoitsfinished state ready for delivery and

in the condition specified by the buyer, including charges for assembly, fabrication, alteration, lubrication, engraving,
monogramming, cleaning, or any other servicing, customizing or dealer preparation. (3-20-04)
b. Any charge based on the amount or frequency of a purchase, such as a small order charge or the

nature of the item sold, such as a slow-moving charge for an item not frequently sold. (3-20-04)
C. Any commission or other form of compensation for the services of an agent, consultant, broker, or

similar person. (3-20-04)
d. Any charges for warranties, service agreements, insurance coverage, or other services required by

the vendor to be taken as a condition of the sale. If the sale could be consummated without the payment of these
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charges, the charges are not part of the sales price if separately stated. Also see Rule 049 of these rules. (3-20-04)

03. Charges Not Included. Sales price does not include charges for interest, carrying charges,
amounts charged for optional insurance on the property sold, or any financing charge. These various charges may be
deducted from the total sales price if they are separately stated in the contract. In the absence of a separate statement,
it will be presumed that the amount charged is part of the total sales price. (3-20-04)

04. Gratuities. A

mayeemet+mes4ee+efe#ed4eesﬂpe
the gratuity. A gratuity can be paid voluntarily by the customer or be required by the seller A gratuity is also
commonly known as atip.

gFa%quty If aqratunv does not meet all of thefoI |OWI nq requwements the qratwtv WI|| be sub| ect to salestax

93 )

i. A gratuity must be paid to the service provider of the meal as additional income to the base wages
of the service provider;

ii.. A gratuity must be separately stated on the receipt or be voluntarily paid by the customer; and

iii. A gratuity must not be used to avoid sales tax on the actual price of the meal. ( )

i. Meal. Food or drink prepared for or provided to a customer. ( )

ii. Service provider. An individual directly involved in preparing or providing a meal to a customer.
This includes, but is not limited to, the server, the busser, the cook and the bartender. This does not include
individuals who manage or own the company if they are not directly involved in preparing and providing ameal.

05. Service Char ges. Amounts designated as service charges, added to the price of mealsor drinks, are
apart of the selling price of the meals or drinks and accordingly, must be included in the purchase price subject to tax,
even though such service charges are made in lieu of tips and paid over by theretailer to his employees. (7-1-93)

(BREAK IN CONTINUITY OF SECTIONS)

073. TANGIBLE PERSONAL PROPERTY BROUGHT OR SHIPPED TO IDAHO (RULE 073).

01. Equipment Brought into Idaho. Equipment or other tangible personal property brought or
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shipped to Idaho by residents or nonresidents is presumed to be for storage, use, or other consumption in this state.
Generally, tangible personal property is subject to use tax on its fair market value when it is first used in Idaho.
Special rules apply to transient equipment present in Idaho for ninety (90) days or lessin any consecutive twelve (12)
month period. See Section 63-3621A, Idaho Code, and Subsection 073.03 of this rule. For property a contractor
fabricates to install into Idaho real property, see Rule 012 of these rules. (4-11-06)

02. Substantive Use. Any substantive use of the property in Idaho is sufficient to subject the property
to use tax. Use is defined in Section 63-3615, Idaho Code, and Rule 072 of these rules. The use tax does not apply to
the use of items purchased before July 1, 1965, or the use of items excluded from tax by Idaho Code. (3-20-04)

03. Transient Equipment. Transient equipment means equipment that is: owned by the user, which is
a business based in another state; a depreciable asset for income tax purposes and treated as such on the owner’s
income tax returns; brought to Idaho and kept here for ninety (90) days or lessin any consecutive twelve (12) months;
and either was not taxed in another state or, if tax was paid to another state, the amount paid was less than the amount
of Idaho use tax due. (7-1-93)

A nonresident business that brings transient equipment to Idaho may elect to pay use tax on either
the fair market vaue of the equipment a the time it enters Idaho, or the fair market rental value of transient
equipment for thetimeit is kept in Idaho. Fair market rental value is the amount it would cost to rent or lease similar
equipment from an unrelated equipment rental company. (3-20-04)

b. Businesses that elect to pay use tax on the rental value of transient equipment may do so without
the approval of the Tax Commission as long as the use tax due on the first month’s rental is paid in atimely manner.
If the owner fails to pay the tax timely, he must get written approval from the Tax Commission to use this option.

(7-1-93)

C. Equipment which remains in Idaho for more than ninety (90) days in any consecutive twelve (12)
months is no longer transient. This equipment becomes subject to Idaho use tax on its fair market value at that time.
No credit may be taken for use tax paid on fair market rentals against the use tax due at the time equi pment ceases to
qualify astransient. (7-1-93)

d. Example: A Wyoming contractor brings transient equipment, with a fair market value of one
hundred thousand dollars ($100,000), to Idaho for use on aninety (90) day project. The fair market rental value of the
equipment for the ninety (90) days totals fifteen thousand dollars ($15,000). Idaho use tax on the fair market rental
value, assuming arate of six percent (6%), totals nine hundred dollars ($900). The contractor paid three thousand five
hundred dollars ($3,500) of sales tax to the state of Wyoming when he bought the equipment new. The contractor is
not required to pay tax to Idaho since the tax paid to Wyoming exceeds the amount of Idaho usetax due.  (4-2-08)

e Example: The same contractor in the previous example returns to Idaho within the same twelve
(12) months with the same equipment, now with afair market value of ninety-five thousand dollars ($95,000). Asthe
equipment has now exceeded the ninety (90) day rule for transient equipment, it is subject to Idaho’s six percent (6%)
use tax on its present value of ninety-five thousand dollars ($95,000) x six percent (6%) = five thousand seven
hundred dollars ($5,700). Credit of two thousand six hundred dollars ($2,600) is allowed for sales tax paid to
Wyoming, three thousand five hundred dollars ($3,500) less the nine hundred dollar ($900) credit already used on
rentals. The contractor owes three thousand one hundred dollars ($3,100) of use tax to Idaho. (4-2-08)

04. Licensed Motor Vehicles. A motor vehicle licensed in a nonresident’s home state and brought to
Idaho to use for ninety (90) days or less in any consecutive twelve (12) months is not subject to |daho use tax. Once
the vehicle is used here more than ninety (90) days during any consecutive twelve (12) months, use tax appliesto the
fair market value of the vehicle at that time unless tax was paid to another state in an amount equal to, or greater than,
the tax owed to Idaho. Special rules apply to new residents, ef nonresident college students, and temporarily assigned
military personnel in Idaho. See Rule 107 of these rules. {3-20-04)( )
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(BREAK IN CONTINUITY OF SECTIONS)

085. SALESTO AND PURCHASES BY NONPROFIT ORGANIZATIONS (RULE 085).

01. In General. The Sales Tax Act does not provide any general exemption for, charitable or nonprofit
organizations, corporations, associations or other entities. Specific statutory provisions provide exemptions for some
charitable organizations. Unless an exemption is clearly granted to a specific organization or to specific sales or
purchases by a specific organization or a class of organization, no exemption applies. Specia rules apply to religious

organizations. See Rule 086 of these rules. (3-6-00)
02. Educational Institutions. Sales to and purchases made by non-profit educationa institutions, as
defined in Section 63-36220, Idaho Code, are exempt from Idaho sales or use taxes. (3-6-00)

03. Health Related Entities. Sales to and purchases made by the specific health related entities listed
in Section 63-36220, Idaho Code, are exempt from Idaho sales or use taxes. Health related organizations not named
are not entitled to any exemption from sales and use taxes as a health related entity. (3-6-00)

04. Hospitals. In addition to the health related entities listed in Section 63-36220, Idaho Code,
hospital s which are nonprofit institutions licensed for the care of ill persons are exempt. To qualify for the exemption
the hospital must be a facility defined in Section 39-1301(a), Idaho Code, and licensed as provided in Chapter 13,
Title 39, Idaho Code, or an equivalent law in another state. Hospitals operated for profit do not qualify for this
exemption, nor do nursing homes, clinics, doctors’ offices, or similar facilities unless the organization qualifies for an
exemption under Section 63-36220, Idaho Code. (3-6-00)

05. Idaho Foodbank Warehouse, Inc. The Idaho Foodbank Warehouse, Inc. is a nonprofit
corporation which gathers food and food products at one (1) central location for distribution to food banks throughout
Idaho. All sales to, donations to, and purchases by the Idaho Foodbank Warehouse, Inc., are exempt from sales and

use taxes. (3-6-00)
a. Example 1: The XY C Corporation purchases food from a grocer to donate to the |daho Foodbank
Warehouse, Inc. The XY C Corporation must pay sales tax on the purchase since they are not purchasing the food for
resale and no other exemption applies. (3-6-00)
b. Example 2: The Idaho Food Bank Warehouse, Inc. purchases office supplies. No tax is due on the
purchase. (3-6-00)
06. Food Banks and Soup Kitchens. Food banks or soup kitchens are nonprofit organizations, other

than the Idaho Foodbank Warehouse, Inc., which, as one of their regular activities, furnish food to others without
charge. Sales to, donations to, and purchases of food or tangible personal property used by food banks and soup
kitchens other than the Idaho Foodbank Warehouse, Inc. to grow, store, prepare, or serve food are exempt from sales
and use taxes. However, there is no exemption from the sales tax if goods are purchased with the intent and purpose
of donation to aqualified organization. This exemption does not extend to the sale, purchase, or use of licensed motor

vehicles by food banks or soup kitchens. (3-6-00)
a. Example 1: A grocer removes food from his inventory of goods held for resale to donate to a food
bank or soup kitchen. The grocer is exempt from the use tax on his cost of the inventory donated. (3-6-00)
b. Example 2: The XYZ Corporation purchases food from a grocer to donate to a food bank. The
XY Z Corporation is not purchasing the food items for resale, and no other exemption from sales tax applies. Salestax
must be paid on the purchase. (7-1-93)
C. Example 3: A food bank purchases a licensed motor vehicle. The purchase is subject to sales tax
because the motor vehicle is not used to grow, prepare, or serve food. (3-6-00)

07. Red Cross.
Rule 094 of these rules.
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08. Nonsale Clothiers. Nonprofit organizations, one of whose primary functionsisto provide clothing
to the needy without charge, may purchase the clothing without paying tax. Only clothing qualifies for the exemption.
Other purchases by the organization are taxable. Clothing may also be removed from a resale inventory and donated
to these organizations exempt from use tax. However, there is no exemption from the sales tax if goods are purchased

with the intent and purpose of donation to a qualified organization. (3-6-00)
a. Example 1: A department store removes clothing from resale merchandise to donate to a nonprofit,
nonsale clothier. The store is exempt from the use tax on the cost of the inventory donated. (7-1-93)
b. Example 2: A nonprofit, nonsale clothier purchases clothing and bed sheets from a department
storeto giveto the needy. No tax is due on the clathing, but the store must charge the organization sales tax on the bed
sheets. (7-1-93)
09. Exemption Certificate. The organizations listed in this rule may make purchases without paying
sales tax to the vendor by completing an exemption certificate. See Rule 128 of theserules. (3-6-00)
10. Literature. The sale, purchase, use, or other consumption of literature, pamphlets, periodicals,

tracts, books, tapes, audio CDs, and other literature which is produced in a machine readable format that are both
published and sold by an entity qualified under Section 501(c)(3) of the Internal Revenue Code are exempt from the
tax if no part of the net earnings benefits any individual or shareholder. (3-6-00)

11. Sales by Nonprofit Organizations. An exemption from sales tax on sales to one of the foregoing
entities does not constitute an exemption from the requirements to collect and remit tax when the entity makes taxable
sales to purchasers not exempt from tax. When an exempt organization qualifies as a retailer the organization must
register with the State Tax Commission, obtain a seller’s permit, and collect and remit sales taxes on sales as defined
in Section 63-3612, Idaho Code, in the same manner and in accordance with the same statutes and rules which govern

all other retailersin the state. There are two (2) exceptionsto this rule. (3-6-00)
a. Sales of places to sleep by the Idaho Ronald McDonald house are exempt from sal es taxes.
(3-6-00)
b. Sales of admissions by an entity qualified under Section 501(c)(3) of the Internal Revenue Code, or
by an organization conducting an exempt function defined in Section 527 of the Internal Revenue Code when:
(3-6-00)
i The event is not predominately recreational or commercial; and (3-6-00)
ii. Any entertainment value included in the admission charge is minimal when compared to the charge
for admission; and (3-6-00)
iii. Such entity has paid a sales or use tax on taxable purchases or tangible persona property or
services consumed during the event. (3-6-00)
12. Senior Citizen Centers. Sales to certain senior citizen centers are exempt from sales tax. The

definition of “senior citizen center” in Section 63-36220, |daho Code, is the same as the definition of a“multipurpose
senior center” as defined in the Older Americans Act, Title 42, Section 3002, United States Code. To qualify for the
exemption the center must have been granted exempt status pursuant to Section 501(c) (3) of the Internal Revenue

Code. Long-term care facilities do not qualify for this exemption. (4-2-08)
13. Free Dental Clinics. Salesto and purchases by organizations providing free dental careto children

are exempt from sales and use tax. For the purposes of this exemption “children” shall mean persons under the age of
eighteen (18). To qualify for the exemption property or services must be: (4-2-08)
a. Purchased by an organization whose primary purpose is providing free dental care to children; and

(4-2-08)
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b. Primarily used by an organization whose primary purpose is providing free dental care to children.
(4-2-08)

(BREAK IN CONTINUITY OF SECTIONS)

094. EXEMPTIONS ON PURCHASES BY POLITICAL SUBDIVISIONS, SALES BY THE STATE OF
IDAHO, ITS DEPARTMENTS, INSTITUTIONS, AND ALL OTHER POLITICAL SUBDIVISIONS (RULE
094).

01. In General. This rule governs application of the sales and use tax to governmental
instrumentalities. As used herein, the term governmenta instrumentalities means the state of Idaho, its agencies,
departments or institutions and all political subdivisions of the state of 1daho; but does not include other states, their
agencies, departments, or institutions and political subdivisions. (7-1-93)

02. Extent of Exemptions. The state and al its agencies, departments and institutions are exempt from
the sales and use tax. This exemption does not extend to corporations, the stock of which is owned in whole or in part
by the state, nor doesit extend to private agencies to which the state contributes funds. The exemption only appliesin
the case of purchases made directly by the state, its agencies, departments, and institutions. (7-1-93)

03. Palitical Subdivisions. Politica subdivisions of this state are also exempt from payment of the
sales and use tax. A political subdivision isagovernmental organization which embraces a certain territory organized
for public advantage and not in the interest of private individuals or classes to which has been delegated certain
functions of state government. In addition to this, a political subdivision has the power to levy taxes. Included within
the definition of political subdivisions would be all counties, municipalities, townships, towns and villages, public
school districts, cemetery maintenance districts, fire protection districts, local improvement districts and irrigation
districts. Canal companies and ditch companies do not come within the scope of this exemption. (7-1-93)

04. Purchases by Contractors. Contractors are consumers under Idaho tax law. Purchases made by
contractors are subject to tax even though they are to be applied to use on a state or political subdivision construction
project. (7-1-93)

05. Sales by Political Subdivisions. Sales by the state, its departments or institutions, counties, cities,
school districts or any political subdivision are subject to sales tax which is to be collected by the political
subdivision. If taxable sales are made, a permit isrequired. This permit is to be obtained by each sales outlet or by the
office at which regular and current sales records are maintained. Examples of taxable sales are all sales of tangible
personal property, admission charges, fees to use recreational facilities, recreational program fees, copies of
documents for which afee is not set by Idaho Code and garbage service when receptacles or dumpsters are provided
by the service and part of the fee represents rental of the receptacle. (7-1-93)

a. Taxable sales. Taxable sales of tangible personal property will include sales of: code books; books
sold by library, book fairs, etc.; maps; crime prevention signs; calendars; cafeteria sales to employees or the public;
office supplies or any saleto employees concession stands; trees, shrubs, or bedding plants; items sold to prisoners,
such as cigarettes, candy, pop, etc., through vending machines (tax is to be computed on one hundred seventeen
percent (117%) of acquisition cost if the machine is operated by the political subdivision); chemicals for noxious
weeds; unclaimed property; chemicals for pest control; surplus property-assets; gravel, culverts, or pipe; uniforms to
employees; equipment rentals with no operator; grave markers; rental of other property, golf carts, swimsuits, and
nonresident or resident library cards. See | STC Rule 058. (7-1-93)

b. Admission charges. Taxable admission charges will include those fees for using golf courses and
swimming poals, for attending athletic events, concerts, fireworks displays, and fund raising events. (3-4-10)

C. Use of facilities for recreation. Taxable use of facilities for a recreational purpose will include
receipts from the use of park structures, picnic tables, fair grounds, rodeo grounds, gymnasiums, ball parks,
snowmobile areas and campground areas. Exception: If an individual or organization rents or leases one of these
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facilities and charges admission to each person using the facility, tax will not be required on its rental or lease of the
facility. However, the individual or organization will be required to register and apply for a seller’s permit number,
under which the tax on the admission will be reported and paid. See ISTC Rule 030. (7-1-93)

d. Recreation program fees. Fees to participate in recreational programs are taxable. Some examples
of these programs are city recreationa programs in softhall, baseball, basketball and football. If instruction is
included in such activities as tennis, golf or swimming, the tax will not be due on the separately stated instructional
portion of the total fee. If not separately stated, the entire fee is taxable. (7-1-93)

e Garbage service. Garbage service istaxable on that portion of the total charge which isthe rental of
the receptacle such as a dumpster. If the statement for service includes the rental of the dumpster or other receptacle
but the rental chargeis not separately stated, the entire cost of the serviceis taxable. (7-1-93)

f. The examples cited above are not inclusive. (7-1-93)

06. Federal Government. Sales to and purchases by the federal government and its instrumentalities
are not subject to Idaho sales or use taxes except as provided by federal laws or regulations. Federal |aw also prevents
the state of Idaho from imposing sales tax on any sales by the federal government or its instrumentalities. For
purposes of 1daho sales and use tax, the American Red Cross is an instrumentality of the federal government.

93 )
07. Other Sates. Sales to and purchases by states OTHER than Idaho and their political subdivisions
are subject to the tax if delivery occursin this state. (7-1-93)
(BREAK IN CONTINUITY OF SECTIONS)
098. FOREIGN DIPLOMATS (RUL E 098).
01. In General. The United States Government grants immunity from state taxes to diplomats from

certain foreign countries. The diplomat is issued a federal tax exemption card by the U.S. Department of State. The
cards are nontransferable and bear a photograph of the holder, a federal tax exemption number, and specific
instructions as to the extent of the exemption granted to the diplomat. (5-3-03)

02.  Federal Tax Exemptlon Car ds Federal tax exemptlon cardsa;eeeeled—wﬁh—eetered—str—kp&s—ea,tels

Ilst aII reﬂrlctlons on tax exempt|ons on the face of the card incl uqu Whether or not the Card pr|V|ques extend to
both official and personal purchases Cardsw ,

043. Documentation. Retailers must document an exempt sale to aforeign diplomat by: (7-1-93)
a. Retaining a photocopy of the front and back of the federal tax exemption card to support the
exempt sale; or (7-1-93)
b. Recording for their permanent record the name of the bearer, the mission represented, the federal
tax exemption number displayed on the card, the date of expiration, and the nature of the exemption granted to the
diplomat. (7-1-93)
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(BREAK IN CONTINUITY OF SECTIONS)

107. VEHICLES AND VESSELS -- GIFTS, MILITARY PERSONNEL, NONRESIDENT, NEW
RESIDENT, TAX PAID TO ANOTHER STATE, SALESTO FAMILY MEMBERS, SALESTO AMERICAN
INDIANS, AND OTHER EXEMPTIONS (RULE 107).

01. In General. This rule discusses specific topics relating to motor vehicles including gifts, military
personnel, and exemptions. Refer to Rule 106 of these rules for general information on purchases, sales, rentals, and
leases of motor vehicles. (3-6-00)

02. Gifts of Motor Vehicles. When the following facts clearly establish that a motor vehicle is being
transferred as a gift from the titleholder to another, the vehicle can be transferred tax exempt if: (7-1-93)

a. No money, services, or other consideration is exchanged between the donor and recipient at any
time. (7-1-93)

b. The recipient assumes no indebtedness. (7-1-93)

C. The relationship of the donor and recipient indicates a basis for a gift. (7-1-93)

d. The donor and recipient complete and sign a Sales Tax Exemption Certificate-Transfer Affidavit,
Form ST-133, and submit it to the county assessor or the Idaho Transportation Department along with the title to the
vehicle being transferred. If the donor is unable to sign the affidavit: (2-18-02)

i A letter stating the vehicle is a gift, and signed by the donor, may be accepted by the county
assessor or his representative and attached to the affidavit; or (2-18-02)

ii. The title may be marked as a gift and signed by the donor. (3-4-10)

03. Nonresidents. (3-30-07)

a. A nonresident does not owe use tax on the use of a motor vehicle which is purchased outside of

Idaho and titled or registered under the laws of another state or nation, is not used in |daho more than ninety (90) days
in any consecutive twelve (12) months pursuant to Section 63-3621(k), Idaho Code, and is not required to be
registered or licensed under Idaho law. For purposes of this Subsection (107.03.a.), a motor vehicle is considered to
have been used in Idaho for a day when it is present in this state for more than sixteen (16) hours during any twenty-
four (24) hour period. This exemption applies only to nonresidents. A limited liability company (LLC) or other legal
entity formed by an Idaho resident under the laws of another state primarily for the purpose of purchasing and owning
one (1) or more motor vehicles is not a nonresident. The use of a vehicle owned by such an entity will be subject to
use tax upon itsfirst usein Idaho. (4-2-08)

b. For the purposes of this rule, a corporation, partnership, limited liability company, or other
organization will be considered anonresident if it is not formed under the laws of the state of Idaho, is not required to
be registered to do business with the Idaho Secretary of State, does not have significant contacts with this state and
does not have consistent operations in this state. {3-30-07)( )

C. A nonresident college student does not owe use tax on any use of a motor vehicle while enrolled as
afull-time student in a college or university located in Idaho. The motor vehicle must be registered under the laws of
the student’s state of residence. The motor vehicle must be owned by the student or a family member of the student.
The college or university must be accredited by the Idaho State Board of Education. ( )

04. New Residents. A new resident of Idaho or military personnel temporarily assigned to Idaho and
their spouses does not owe tax on the use of household goods, personal effects, vehicles, vessels, and aircraft if they
are personally owned and he acquired them while he resideding in another state and used them primarily outside
Idaho. If avehicle owner obtained a registration or title from another state or nation of residence more than three (3)
months before moving to Idaho, this is proof that the vehicle was primarily for use outside Idaho. New residents
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entering Idaho with a vehicle titled in a state that does not impose a general sales and use tax will be required to
complete and sign a Three Month Exemption Claim Form ST-102 and submit it to the Idaho Transportation
Department or county assessor when applying for atitle transfer. 3-4-10)( )

a. If the vehicle was acquired less than three (3) months before the buyer moved to Idaho, it is
presumed that it was acquired for use in this state. (7-1-93)

b. Exclusion from the tax applies only to vehicles and aircraft owned by an individual. A privately
owned vehicle or aircraft is one that is owned by, and titled to, a private individual or individuals. (3-4-10)

05. Military Personnel. Military personnel receive no special exemption from the Idaho sales and use
tax regarding motor vehicles or other tangr bIe personal property purchased while temporarrlv assrqned in this state

06. Tax Paid to Another Sate. When a general retail sales tax has been properly imposed by another
state or political subdivision of a state of the United States in an amount equal to or greater than the amount due
Idaho, no Idaho tax is due. The credit for state and local taxes paid in another state will be applied first to the state
sales tax due and the remainder, if any, will be applied to any local taxes due. (3-30-07)

a. If the amount paid to the other state is less, Idaho tax is due to the extent of the difference, unless
some other exemption applies. The owner must provide evidence that the tax was paid to the other state. A
registration certificate or title issued by another taxing state is sufficient evidence that tax was imposed at the other
state’stax rate. (7-1-93)

b. Example: A resident of another state buys a vehicle in that state for ten thousand dollars ($10,000)
two (2) months before moving to Idaho. He presents his title from the other state to an Idaho county assessor. Since
he acquired the vehicle only two (2) months before entering 1daho, no exemption applies. The tax paid to the other
state was three hundred dollars ($300) when the vehicle was purchased. Credit for this amount is allowed against the

five hundred dollars ($500) tax due Idaho. The assessor will collect two hundred dollars ($200) tax. (4-2-08)
C. Example: A resident of another state purchased a vehicle two (2) months before moving to Idaho.

The applicant paid four percent (4%) state sales tax, one and six tenths percent (1.6%) city salestax, and one and six
tenths percent (1.6%) county sales tax. The total general sales tax paid was seven and two tenths percent (7.2%).
Since the Idaho tax rate is lower, no tax is due ldaho because the amount of tax paid to the other state exceeds the
amount owed ldaho. (4-2-08)

d. Example: A resident of Alaska purchases a vehicle immediately prior to moving to Idaho. The
purchaser paid a three percent (3%) city salestax in Alaska. When the purchaser moves to Idaho, credit will be given
for the local tax paid against the Idaho state use tax due. (3-30-07)

e A registration certificate or title issued by another taxing state is proof that tax was paid to the other
taxing state. This does not apply to states that do not have a tax, such as Montana and Oregon, or when a state has
exempted the motor vehicle from tax. (7-1-93)

f. Example: A church buys and titles a vehicle in Utah. The Utah sales tax law exempts the purchase
of the vehicle from sales tax. The church later titles the vehicle in Idaho. Sales tax must be paid on the fair market
value of the vehicle when it istitled in Idaho. (7-1-93)

0. Taxes paid to another nation cannot be offset against the taxes owed to Idaho. (7-1-93)

07. Salesto Family Members. The tax does not apply to sales of motor vehicles between members of
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a family related within the second degree of consanguinity. The second degree of consanguinity means only the
following blood or formally adopted relatives of the person making the sale: parents, children, grandparents,
grandchildren, brothers, and sisters. Relatives of the second degree of consanguinity do not include persons who are
related only by marriage. However, when the motor vehicle sold is community property, and it is sold to a person who
isrelated within the second degree of consanguinity to either spouse, the sale is exempt from tax. (7-1-93)

a. The Sales Tax Exemption Certificate-Transfer Affidavit, Form ST-133, is used to document this
exemption. The seller and buyer must complete and sign Form ST-133 and submit it to the Idaho Transportation
Department or county assessor along with the title to the vehicle being transferred. If the seller is unable to sign the
affidavit a letter from the seller stating the sale was made to a qualified family member may be accepted by the

county assessor or his representative and attached to the affidavit. (2-18-02)
b. This exemption does not apply if the seller did not pay tax when he acquired the vehicle. (7-1-93)
C. Example: An Oregon resident buys a vehicle and titlesit in Oregon without paying sales or use tax.

Later, he sells the vehicle for ten thousand dollars ($10,000) to his son who is an Idaho resident. No exemption
applies, since the father did not pay a sales or use tax when he acquired the vehicle. The son is required to pay Idaho
use tax on the ten thousand dollar ($10,000) purchase price of the vehicle. (4-11-06)

08. Salesto American Indians. An enrolled American Indian tribal member may buy a motor vehicle
exempt from tax if the sale and delivery of the vehicle is made within the boundaries of the Indian Reservation. The
Sales Tax Exemption Certificate-Transfer Affidavit, Form ST-133, is used to document this exemption. The seller and
the buyer must complete and sign Sales Tax Exemption Certificate - Transfer Affidavit Form ST-133 including the
name of the tribe, Tribal Identification Number and the name of the Reservation upon which the sale and delivery
occurred. The affidavit is then given to the Idaho Transportation Department or county assessor along with thetitleto
the vehicle being transferred. (2-18-02)

09. Bulk Sale Transfers. A transfer or sale of a motor vehicle as part of a bulk sale of assets or
property, as defined by Rule 099 of these rules, is exempt from tax. The buyer must complete and sign Sales Tax
Exemption Certificate -- Capital Asset Transfer Affidavit Form ST-133CATS to present to the Idaho Transportation
Department or county assessor when applying for transfer of title. The buyer must attach a copy of the sales
agreement showing the sale qualifies for the exemption on the Form ST-133CATS. (2-18-02)

10. Vehicles and Vessels Purchased in Idaho by Nonresidentsfor Use Outside Idaho. (5-3-03)

a. Sales to nonresidents of motor vehicles, trailers, vessels, al-terrain vehicles (ATVs), off-highway
motorcycles, and snowmobiles for use out of this state, even though delivery is made within this state are exempt
from tax when: (5-3-03)

i The motor vehicles, vessals, ATVs, trailers, off-highway motorcycles, and snowmobiles will be
taken from the point of delivery in this state directly to apoint outside this state; and (5-3-03)

ii. The motor vehicles, vessals, ATVs, trailers, off-highway motorcycles, and snowmobiles will be
registered immediately under the laws of another state or country and will be titled in that state or country, if required
to do so by that state or country and will not be used in Idaho more than sixty (60) daysin any twelve-month period.

(5-3-03)

b. To claim the exemption, the buyer must provide the seller a completed and signed Sales Tax
Exemption Certificate - Vehicle/Vessel Form ST104-MV. (5-3-03)
C. This exemption does not apply to sales of truck campers or to the sales of canoes, kayaks, or
inflatable boats regardless of length when sold without a motor. (5-3-03)
d. For purposes of Subsection 107.10 of this rule, an ATV means any recreationa vehicle with three

(3) or more tires, weighing under nine hundred (900) pounds, fifty (50) inches or lessin width, having awheel base of
sixty-one (61) inches or less, has handlebar steering, and a seat designed to be straddled by the operator. (3-4-10)
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e For purposes of Subsection 107.10 of thisrule, a vessel means any boat intended to carry one (1) or
more persons upon the water which is either: (3-20-04)
i Sold together with a motor; or (5-3-03)
ii. Eleven (11) feet in length or more, not including canoes, kayaks, or inflatable boats unless such
canoe, kayak, or inflatable boat is sold together with attached motor. (5-3-03)
f. For the purposes of Subsection 107.10 of this rule a trailer must meet the definition of either

“trailer” or “utility trailer” found in Sections 49-121 and 49-122 Idaho Code, which is a vehicle without motive
power designed for carrying persons or property and for being drawn by a motor vehicle. The term “trailer” includes
the specific types of trailers defined in Sections 49-121(6)(a) through 49-121(6)(h), Idaho Code. (4-2-08)

To qualify for this exemption the purchaser must be a nonresident of Idaho. An Idaho resident may
form an LLC or other legal entity under the laws of another state. If such an LLC or other entity is formed primarily
for the purpose of owning one (1) or more motor vehicles it is not a nonresident. The purchase or use of a motor
vehicle in Idaho by such an entity is taxable. (3-30-07)

n. Motor Vehicles and Trailers Used in Interstate Commerce. The sale of motor vehicles with a
maximum gross registered weight of over twenty-six thousand (26,000) pounds and trailers are exempt from sales or
use tax when they are purchased to become part of a fleet of vehicles registered under the International Registration
Plan, or similar proportional or pro rata registration system, and they will be used in interstate commerce with at least
ten percent (10%) of the fleet miles operated outside this state. The owner must complete and sign the Sales Tax
Exemption Certificate - Vehicle/Vessel Form ST-104MV, and provide it to the seller, the Idaho Transportation
Department or the county assessor when applying for title transfer. See Rule 101 of these rules. (5-3-03)

12. Related Party Transfers and Sales. Certain transfers and sales of motor vehicles between
businesses defined as related parties are exempt from tax. Refer to Rule 099 of these rules. The new owner must
complete and sign Sales Tax Exemption Certificate - Capital Asset Transfer Affidavit Form ST-133CATS to submit
to the Idaho Transportation Department or county assessor when applying for title transfer. (2-18-02)

(BREAK IN CONTINUITY OF SECTIONS)

109. AMUSEMENT DEVICES (RULE 109).

01. Currency Operated Amusement Devices. “Amusement device” means all currency or token
operated machines and devices used for amusement or entertainment. For purposes of Section 109 of this rule,
“currency” includes debit or credit cards. This definition includes, but is not limited to, game machines; pool tables;
jukeboxes; electronic games; video or cinematic viewing devices; crane, rotary, and pusher machines; and similar
devices. It does not include vending machines that are used to sell tangible personal property or noncurrency operated
machines or games described in Subsection 109.03 of thisrule.

02. Requirement to Obtain Permit. The owner or operator of amusement devices is required to
obtain a seller’s permit if he is making retail sales other than the use of currency or token operated amusement
devices. If the owner or operator is not making such other retail sales, he need not obtain a seller’s permit, but must
obtain an amusement device permit for each devicein service. (6-30-95)

a. Owners and operators of coin or currency operated amusement devices are required to pay a permit
fee for every such device in operation. At-a-taxrate-of 5%-thisfee-is thirty-five-doHars{$35). Section 63-3623B(c),
Idaho Code, states that the fee may be increased proportionately to any increase in the tax rate. The formula to
calculate the permit fee is seven hundred dollars ($700) x tax rate. For example, at atax rate of five percent (5%) the
amount of the permit feeis seven hundred dollars ($700) x five percent (5%) = thirty-five dollars ($35). If the tax rate
is six percent (6%), the permit fee will be forty-two dollars ($42). If any change in the tax rate becomes effective on
July 1 of agiven year, the charge for the permit fee will change proportionately on that date also. If a change in the
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tax rate occurs on a day other than July 1, the permit fee will be changed on the next July 1 following the change in
the tax rate.

b. Upon receiving the appropriate payment, the Tax Commission will issue to the owner or operator of
one (1) or more amusement devices, a permit for each such device in service. A separate permit on each device in
service is required. The permit shall be affixed nearthe-eurreney-stet-of to the machine in such a manner that it is
easily visible. Permits are transferable from one person to another after written notice of the transfer is received and
acknowledged by the Tax Commission. Permits may be transferred from a machine that is no longer in service to
another machine owned or operated by the same person. An amusement device permit is not valid unless the name
and business address of the owner or operator istyped or printed in black ink on the face of the permit.

@604 )

C. Video amusement devices may have more than one (1) monitor and be designed to be operated
independently by more than one (1) person. In such cases a separate permit is required for each monitor.  (6-30-95)

d. Amusement device permits must be renewed annually. Annual permits are valid from July 1
through June 30. Permits must be renewed on or before July 1 by the owner or operator of the amusement devices.
Amusement devices acquired after July 1 or placed in service before the next July 1 will require the appropriate fee
for afull-year permit. (3-16-04)

e If an amusement device permit is lost, stolen, or destroyed, an amusement device permit for the
current year must still be affixed to every operating amusement device. This may require the purchase of a new
permit. The Tax Commission will not issue free replacement amusement device permits regardless of the reason for
the loss of the permit. ( )

03. Noncoin Operated Amusement Machines or Games. Charges for the use of amusement
machines or games which are not currency or token operated are subject to tax at the prevailing rate times one
hundred percent (100%) of the gross proceeds received for the use of the device. This applies regardless of the
method the owner or operator uses to determine the charge, such as by the hour or by the game. The owner or
operator of noncurrency or nontoken operated amusement machines or games is required to obtain aseller’s permit if
heis charging for the use of such machines. (6-30-95)

04. Cross-Reference. See Rule 095 of these rules regarding purchases of Money-Operated Dispensing
Equipment. (3-16-04)
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IDAPA 35 - STATE TAX COMMISSION
35.01.07 - KILOWATT HOUR TAX ADMINISTRATIVE RULES
DOCKET NO. 35-0107-1101
NOTICE OF RULEMAKING - PROPOSED RULE

AUTHORITY: In compliance with Section 67-5221(1), Idaho Code, notice is hereby given that this agency has
initiated proposed rulemaking procedures. The action is authorized pursuant to Sections 63-105 and 63-3039, Idaho
Code.

PUBLIC HEARING SCHEDULE: Public hearing(s) concerning this rulemaking will be scheduled if requested in
writing by twenty-five (25) persons, a political subdivision, or an agency, not later than October 19, 2011.

The hearing site(s) will be accessible to persons with disabilities. Requests for accommodation must be made not
later than five (5) days prior to the hearing, to the agency address below.

DESCRIPTIVE SUMMARY: The following is a nontechnical explanation of the substance and purpose of
the proposed rulemaking:

Rule 030 is being amended to make the change from monthly to quarterly filing of the kilowatt hour tax return
discretionary, subject to Tax Commission approval.

FEE SUMMARY: The following is a specific description of the fee or charge imposed or increased: N/A

FISCAL IMPACT: The following is a specific description, if applicable, of any negative fiscal impact on the state
general fund greater than ten thousand dollars ($10,000) during the fiscal year resulting from this rulemaking: N/A

NEGOTIATED RULEMAKING: Pursuant to Section 67-5220(2), Idaho Code, negotiated rulemaking was not
conducted because the changes were of a simple nature.

INCORPORATION BY REFERENCE: Pursuant to Section 67-5229(2)(a), Idaho Code, the following is a brief
synopsis of why the materials cited are being incorporated by referenceinto this rule: N/A

ASSISTANCE ON TECHNICAL QUESTIONS, SUBMISSION OF WRITTEN COMMENTS: For assistance
on technical questions concerning the proposed rule, contact Cynthia Adrian at (208) 334-7544.

Anyone may submit written comments regarding this proposed rulemaking. All written comments must be
directed to the undersigned and must be delivered on or before October 26, 2011.

DATED this 31% day of August, 2011.

Cynthia Adrian

Tax Policy Specialist

Idaho State Tax Commission

800 Park Blvd., PlazalV

P.O. Box 36, Boise, ID 83722-0410
(208) 334-7544

THE FOLLOWING ISTHE PROPOSED TEXT FOR DOCKET NO. 35-0107-1101

030. KILOWATT HOUR TAX RETURNS (RUL E 030).
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STATE TAX COMMISSION Docket No. 35-0107-1101
Kilowatt Hour Tax Administrative Rules Proposed Rulemaking

01. Required Statement. The statement required by Section 63-2701, Idaho Code, and by these rules
shall be made on the kilowatt hour tax return, Form 48, 48C, or 48CM, provided by the Tax Commission. All
information requested on the return must be provided and the return must be signed. (7-1-97)

02. Monthly Returns. All producers whose previous year’s annual tax liability was greater than fifteen
thousand dollars ($15,000) must file a monthly return with the Tax Commission no later than the last day of the
month following the month to which the return relates. (7-1-97)

03. Quarterly Returns. AHpProducers whose previous year’s annual tax liability was equal to or less
than fifteen thousand dollars ($15,000) must may, at the discretion of the Tax Commission, be allowed to file a
quarterly return with the Tax Commission no later than the last day of the month following the end of the calendar
quarter to which the return relates. When a filing cycle is changed, the change will take effect on January 1 of the

following year. (7-1-97)! )
04. Previous Year’s Annual Tax Liability. If the previous year’s annual tax liability is not available,
the estimated current year’s liability may be used. (7-1-97)
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IDAPA 35 - STATE TAX COMMISSION
35.01.08 - MINE LICENSE TAX ADMINISTRATIVE RULES
DOCKET NO. 35-0108-1101
NOTICE OF RULEMAKING - PROPOSED RULE

AUTHORITY: In compliance with Section 67-5221(1), Idaho Code, notice is hereby given that this agency has
initiated proposed rulemaking procedures. The action is authorized pursuant to Sections 63-105 and 63-3039, Idaho
Code.

PUBLIC HEARING SCHEDULE: Public hearing(s) concerning this rulemaking will be scheduled if requested in
writing by twenty-five (25) persons, a political subdivision, or an agency, not later than October 19, 2011.

The hearing site(s) will be accessible to persons with disabilities. Requests for accommodation must be made not
later than five (5) days prior to the hearing, to the agency address below.

DESCRIPTIVE SUMMARY: The following is a nontechnical explanation of the substance and purpose of the
proposed rulemaking:

Rule 010 is being amended to include additional examples of what constitutes a valuable mineral typically found
in Idaho subject to the mine license tax.

FEE SUMMARY: The following is a specific description of the fee or charge imposed or increased: N/A

FISCAL IMPACT: The following is a specific description, if applicable, of any negative fiscal impact on the state
general fund greater than ten thousand dollars ($10,000) during the fiscal year resulting from this rulemaking: N/A

NEGOTIATED RULEMAKING: Pursuant to Section 67-5220(2), Idaho Code, negotiated rulemaking was not
conducted because the changes were of a simple nature.

INCORPORATION BY REFERENCE: Pursuant to Section 67-5229(2)(a), Idaho Code, the following is a brief
synopsis of why the materials cited are being incorporated by referenceinto this rule: N/A

ASSISTANCE ON TECHNICAL QUESTIONS, SUBMISSION OF WRITTEN COMMENTS: For assistance
on technical questions concerning the proposed rule, contact Cynthia Adrian at (208) 334-7544.

Anyone may submit written comments regarding this proposed rulemaking. All written comments must be
directed to the undersigned and must be delivered on or before October 26, 2011.

DATED this 31% day of August, 2011.

Cynthia Adrian

Tax Policy Specialist

Idaho State Tax Commission

800 Park Blvd., PlazalV

P.O. Box 36, Boise, ID 83722-0410
(208) 334-7544

THE FOLLOWING ISTHE PROPOSED TEXT FOR DOCKET NO. 35-0108-1101

010. DEFINITIONS (RULE 010).
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STATE TAX COMMISSION Docket No. 35-0108-1101
Mine License Tax Administrative Rules Proposed Rulemaking

01. These Rules. Theterm these rulesrefersto IDAPA 35.01.08, relating to 1daho mine license tax.
F9n )

02. Valuable Mineral. The term “valuable mineral,” for purposes of the |daho Mine License Tax, is
defined to include not only gold. silver, copper, lead, zinc, coal, phosphate and limestone, but also any other
substance not gaseous or liquid in its natural state, which makes real property more valuable by reason of its presence
thereon or thereunder and upon which depletion is allowable pursuant to Section 613 of the Internal Revenue Code.
This includes, but is not limited to, calcium carbonates, garnet, granite, pumice, quartzite, scoria, shale, date, and
stone (including dimension and ornamental stone). However, sand and gravel are not included in this definition.

(]
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IDAPA 35 - STATE TAX COMMISSION
35.02.01 - TAX COMMISSION ADMINISTRATION AND ENFORCEMENT RULES
DOCKET NO. 35-0201-1101
NOTICE OF RULEMAKING - PROPOSED RULE

AUTHORITY: In compliance with Section 67-5221(1), Idaho Code, notice is hereby given that this agency has
initiated proposed rulemaking procedures. The action is authorized pursuant to Sections 63-105 and 63-3039, Idaho
Code.

PUBLIC HEARING SCHEDULE: Public hearing(s) concerning this rulemaking will be scheduled if requested in
writing by twenty-five (25) persons, a political subdivision, or an agency, not later than October 19, 2011.

The hearing site(s) will be accessible to persons with disabilities. Requests for accommodation must be made not
later than five (5) days prior to the hearing, to the agency address below.

DESCRIPTIVE SUMMARY: The following is a nontechnical explanation of the substance and purpose of the
proposed rulemaking:

Rule 310 is being amended to add the interest rate and applicable Revenue Ruling for calendar year 2012 to the
table that identifies thisinformation by year.

Rule 704 is being amended consistent to House Bill 680, which was passed by the 2011 Idaho Legidature. The
bill provides an exchange of information agreement between the State Tax Commission and the State Treasurer. Rule
704 is modified to add the applicable code section to the title of the rule and the information that may be exchanged
with the State Treasurer’s office in the applicable subsection.

FEE SUMMARY: Thefollowing is a specific description of the fee or charge imposed or increased: N/A

FISCAL IMPACT: The following is a specific description, if applicable, of any negative fiscal impact on the state
general fund greater than ten thousand dollars ($10,000) during the fiscal year resulting from this rulemaking: N/A

NEGOTIATED RULEMAKING: Pursuant to Section 67-5220(2), Idaho Code, negotiated rulemaking was not
conducted because the changes were of a simple nature.

INCORPORATION BY REFERENCE: Pursuant to Section 67-5229(2)(a), Idaho Code, the following is a brief
synopsis of why the materials cited are being incorporated by referenceinto this rule: N/A

ASSISTANCE ON TECHNICAL QUESTIONS, SUBMISSION OF WRITTEN COMMENTS: For assistance
on technical questions concerning the proposed rule, contact Cynthia Adrian at (208) 334-7544.

Anyone may submit written comments regarding this proposed rulemaking. All written comments must be
directed to the undersigned and must be delivered on or before October 26, 2011.

DATED this 31% day of August 2011.

Cynthia Adrian

Tax Policy Specialist

Idaho State Tax Commission

800 Park Blvd., PlazalV

P.O. Box 36, Boise, ID 83722-0410
(208) 334-7544
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STATE TAX COMMISSION
Tax Commission Administration and Enforcement Rules

Docket No. 35-0201-1101
Proposed Rulemaking

THE FOLLOWING ISTHE PROPOSED TEXT FOR DOCKET NO. 35-0201-1101

310. INTEREST RATES (RULE 310).
Sections 63-3045 and 63-3073, Idaho Code. (3-20-04)

01. In General. The annual rate of interest applicable to delinquent taxes accruing or unpaid during all
or any part of a calendar year is determined in accordance with Section 63-3045, Idaho Code. The rates starting with
the rate applicable at July 1, 1981, and the Internal Revenue Service Revenue Rulings, if applicable for the
calculation of the rate, are listed in Subsection 310.02 of thisrule. These interest rates also apply to the allowance of
acredit or refund of tax erroneously or illegally assessed or collected as provided in Section 63-3073, Idaho Code.

02.

Idaho Interest Rates and Applicable Revenue Rulings.

(4-6-05)

PERIOD

RATE OF INTEREST

INTERNAL REVENUE SERVICE
REVENUE RULING

July 1, 1981, through
December 31, 1993

12% simple interest

Not Applicable

Calendar Year 1994

7% simple interest

Revenue Ruling 93-64

Calendar Year 1995

9% simple interest

Revenue Ruling 94-61

Calendar Year 1996

8% simple interest

Revenue Ruling 95-67

Calendar Year 1997

9% simple interest

Revenue Ruling 96-49

Calendar Year 1998

8% simple interest

Revenue Ruling 97-41

Calendar Year 1999

7% simple interest

Revenue Ruling 98-50

Calendar Year 2000

8% simple interest

Revenue Ruling 99-41

Calendar Year 2001

8% simple interest

Revenue Ruling 2000-45

Calendar Year 2002

7% simple interest

Revenue Ruling 2001-49

Calendar Year 2003

5% simple interest

Revenue Ruling 2002-61

Calendar Year 2004

6% simple interest

Revenue Ruling 2003-107

Calendar Year 2005

6% simple interest

Revenue Ruling 2004-69

Calendar Year 2006

6% simple interest

Revenue Ruling 2005-57

Calendar Year 2007

7% simple interest

Revenue Ruling 2006-44

Calendar Year 2008

7% simple interest

Revenue Ruling 2007-57

Calendar Year 2009

5% simple interest

Revenue Ruling 2008-46

Calendar Year 2010

5% simple interest

Revenue Ruling 2009-29

Calendar Year 2011

4% simple interest

Revenue Ruling 2010-20

Calendar Year 2012

4% simple interest

Revenue Ruling 2011-20

)
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Tax Commission Administration and Enforcement Rules Proposed Rulemaking

(BREAK IN CONTINUITY OF SECTIONS)

704. DISCLOSURE OF INFORMATION: GOVERNMENT AGENCIES AND OFFICIALS (RULE 704).
Sections 23-907, 39-8405, 50-1049, 54-1904A, 56-231, 63-602G, 63-2442, 63-3029B, 63-3077, 63-3077A, 63-
3077B, 63-3077C, 63-3077D, 63-3077E, 63-3634A, and 67-4917C, |daho Code. 3-29-10)( )

01. Legislature. The Tax Commission shall disclose returns or return information to the ldaho

L egislature on the written request of the chair of any committee of either branch of the Idaho L egislature on behalf of

the committee. When authorized by statute, the Tax Commission shall disclose information to the Legidlative
Council, the Joint Legislative Oversight Committee, or to the Joint Finance and Appropriations Committee.

(3-20-97)

02. Government Agencies or Officials. The Tax Commission shall disclose information necessary to
comply with provisions of the Idaho Code requiring reports or information to be provided to government agencies or
officials. This includes the disclosure of tax returns and return information for use in enforcing child support

obligations pursuant to Section 56-231, Idaho Code. (3-20-97)
03. Exchange of Information. Information may be exchanged between the Tax Commission and:

(4-5-00)

a. The Internal Revenue Service, as allowed by Sections 63-3077(1)(a) and 63-3077D, Idaho Code;
(3-30-07)
b. Other states, if reciprocal provisions for information exchanges are granted under Section 63-
3077(1)(b), Idaho Code; (5-3-03)
C. County assessors, limited to: (3-20-04)
i Information relating to the taxpayer’s residence or domicile and his claim of the homeowner’s
property tax exemption as provided in Sections 63-3077(4) and 63-602G, |daho Code; and (4-6-05)
ii. Information related to the property tax exemption claimed in lieu of the Idaho investment tax credit,
as alowed by Section 63-3029B, Idaho Code. (3-20-04)
d. Department of Labor, as allowed by Section 63-3077A, Idaho Code; (4-5-00)
e Industrial Commission, as limited by Section 63-3077B, Idaho Code; (4-5-00)
f. Multistate Tax Commission, as alowed by Section 63-3077(1)(b), |daho Code; (5-3-03)
0. |daho Transportation Department, relating to: (3-20-04)
i Fuelstax, as allowed by Section 63-2442, |daho Code; and (3-20-04)
ii. Residency information, as allowed by Section 63-3634A, Idaho Code. (3-20-04)
h. Financial Management Services of the U. S. Department of the Treasury, as allowed by Sections
63-3077(1)(a) and 63-3077D, |daho Code; (3-30-07)
Governing entity of the International Fuel Tax Agreement, IFTA, Inc., as alowed by Section 63-
3077(1)(b) Idaho Code; (4-6-05)
j Department of Fish and Game, limited to information relating to an individual’s place of residence
or domicile, as allowed by Section 63-3077C, Idaho Code; (5-3-03)/ )
k. Attorney General, as limited by Section 39-8405, Idaho Code; (3-20-04)

Idaho Administrative Bulletin Page 209 October 5, 2011 - Val. 11-10



STATE TAX COMMISSION Docket No. 35-0201-1101

Tax Commission Administration and Enforcement Rules Proposed Rulemaking
l. Resort cities, as allowed by Section 50-1049, Idaho Code; (4-6-05)
m. Auditorium districts, as allowed by Section 67-4917C, Idaho Code; (4-11-06)
n. County treasurers and boards of county commissioners, limited to information related to a claim of
the homeowner’s property tax exemption, as allowed by Section 63-602G, |daho Code; and (4-11-06)
0. The administrator of the Division of Building Safety, limited to information relating to public
works contracts as provided in Section 54-1904A, Idaho Code. (4-11-06)
p. The Alcohol Beverage Control Bureau within the Idaho State Police, as provided in Section 23-
907, Idaho Code. (3-29-10)
q. The State Treasurer, as provided in Section 63-3077E, |daho Code, limited to: ( )
i The names and current addresses of businessesin Idaho; and ( )

ii. The names and current addresses of individuals or entities identified as owners or potential owners
of unclaimed property in the custody of the State Treasurer.
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