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INTRODUCTION 
 
 
This report is a comprehensive guide to the structure of Idaho’s primary General Fund revenue sources. It 
provides a detailed examination of the various departures from the broadly defined base of the income 
and sales taxes. These two taxes supply well over 90% of the revenue that goes to the General Fund. 
 
The everyday vernacular refers to these departures from the tax base as tax breaks. An analogous term 
used by fiscal analysts is tax expenditures. The most common forms they take in the codification of 
taxes are exemptions, credits, exclusions, and deductions. The end result is always the same: a tax that 
is defined on the basis of a broad economic concept (income, consumption, wealth, etc.) is not applied 
uniformly against the broad base of the tax. 
 
This report includes catalogs, describes, and estimates of the costs of the tax expenditures. This is an 
estimate of how much tax payment is being avoided by the beneficiaries of the tax expenditure. It is 
not an estimate of the revenue that would be raised by eliminating the tax expenditure. Several 
additional factors need to be considered when producing a revenue estimate associated with any 
particular tax law change. 
 
In many cases, especially those involving substantial structural changes, tax law changes could 
reasonably be expected to change the economic behavior of taxpayers. The fiscal estimates included in 
this report are based on current economic behavior, meaning they reflect an environment that includes 
the effect of the tax expenditure. It should be noted that in many cases even the fiscal estimates based 
on the actual tax structure are difficult to produce. Attempting to factor in behavioral adjustments can 
add a substantial amount of complexity and/or uncertainty to the fiscal analysis. 
 
Another factor that is not reflected in these fiscal estimates is the amount of tax gap. The tax gap is the 
difference between the theoretical amount of revenue associated with eliminating a particular tax 
expenditure and the actual revenue that would be realized. The probable size of the “tax gap” is 
impacted by a number of variables, including the manner in which a tax exemption is removed and the 
amount of resources that are allocated to compliance and collection efforts. Clearly these are variables 
that are “unknowable” prior to any specific proposal for law changes. 
 
Tax expenditures “cost” the public in the form of lost revenue that could otherwise be used to fund 
appropriations or reduce tax rates. However, the estimates of the amount of lost revenue contained in 
this report do not take into consideration the overhead that would be needed to collect the lost revenue. 
That overhead can vary from very large, as in the case of tax expenditures that are for the purpose of 
simplifying tax administration, to negative, as in the case of tax expenditures that increase the 
administrative costs associated with the particular tax. 



 61 

INDIVIDUAL AND CORPORATE INCOME TAX 
 
 
The Idaho income tax is a tax levied on individuals and corporations based on their income during a 12- 
month tax period. In the case of businesses (proprietorships, partnerships, and corporations) the concept 
of income is not gross receipts, but rather is most closely associated with the economic concept of profit. 
 
The rate of Idaho's income tax is a flat 7.4% on corporate income. Tax rates on individuals vary from a 
low of 1.6% to a top rate of 7.4%. Idaho’s individual income tax brackets are adjusted each year for 
inflation. 
 
The tax expenditures granted under the income tax can be classified into two principle categories: 
exemptions based on the source of income (exclusions); and exemptions based on the use of income 
(deductions and credits). Source exemptions include interest from certain government securities, capital 
gains, and social security payments. Use exemptions include donations to educational institutions and 
purchases of equipment used in business enterprises. Notable features of the income tax structure that 
are within Idaho's policy discretion but are not considered tax expenditures include: the rate brackets, 
personal exemptions, and standard deductions. These features of the tax structure have the effect of 
reducing revenues, but they are not selective with regard to whom they apply. 
 
A special note concerning tax expenditure definitions is relevant in the case of the income tax. Since 
the foundation of the Idaho income tax is federal taxable income, there are a number of federal tax 
expenditures that are adopted in Idaho by default. These federal tax expenditures could technically be 
considered Idaho tax expenditures, since Idaho adopts them by law. However, this report takes the 
approach that federal tax expenditures related to the definition of taxable income are not Idaho tax 
expenditures. Thus, the federal tax expenditure associated with the mortgage interest deduction is not 
considered an Idaho tax expenditure. Similarly, Idaho's exclusion of social security income from the 
income tax base is treated as an Idaho tax expenditure only to the extent that it exceeds the partial 
federal exclusion for social security income. 
 
 
The principal Idaho income tax expenditures relating to uses of income are: 
 
 Investment Tax Credit 
 Other States Tax Credit 
 Elderly Dependent Credit 
 Youth and Rehabilitation Credit 
 Schools, Libraries, and Museums Credit 
 Grocery Credit 
 Recycling Equipment Credit 
 Technological Equipment Deduction 
 Long-Term Care Insurance Deduction 
 Alternative Energy Device Deduction 
 Insulation Deduction 
 Workers' Compensation Premium Deduction 
 Child Care Deduction 
 College Savings Deduction 
 Health Insurance Deduction 
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 Elderly and Developmental Disability Deduction 
 Adoption Expense Deduction 
 Medical Savings Account Deduction 
 Right Income Adjustment Credit 
 Riparian Land Improvements Credit (Sunset 2002) 
 Broadband Investment Credit 
 County Incentive Investment Tax Credit (Sunset 2001) 
 Research Activity Credit 
 Promoter Sponsored Events Credit 
 Corporate Headquarters Investment Credit (Repealed 2008) 
 Corporate Headquarters Real Property Improvement Credit (Repealed 2008) 
 Corporate Headquarters New Jobs Credit (Repealed 2008) 
 Small Employer Capital Investment Credit (Sunsets 2020) 
 Small Employer Real Property Improvement Credit (Sunsets 2020) 
 Small Employer New Jobs Credit (Sunsets 2020) 
 Live Organ Donation Expenses Credit 
 Biofuel Investment Tax Credit (Sunset 2011) 
 Special Job Credit (Sunsets 2016) 
 Reimbursement Incentive Credit 
 Certain Charitable Contributions Deduction 
 
 
The principal Idaho income tax expenditures relating to sources of income are: 
 
 Capital Gains Exclusion 
 Government Interest Exclusion 
 Social Security Exclusion 
 Railroad Retirement Exclusion 
 Retirement Benefit Exclusion 
 Idaho Lottery Winnings Exclusion 
 Indian Earnings on Reservation Exclusion 
 World War II Reparations Exclusion 
 Marriage Penalty Deduction 
 Certain Loss Recoveries Deduction 
 Nonresident Guaranteed Partnership Income Exclusion 
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SALES AND USE TAX 
 
 
The Idaho sales tax is a 6.0% transaction tax levied on the purchase or use of goods and services by 
consumers, where consumers may be either individuals or businesses. Transactions involving 
purchases by businesses are included in the sales tax base if the goods or services are consumed by the 
purchasing business. Transactions involving purchases of goods or services for resale (including 
components or parts used in manufactured goods) are not considered a part of the sales tax base. The 
legal incidence of the Idaho sales tax is on the purchaser. Sales taxes are distant relatives of value- 
added taxes. 
 
Consumption, as an economic concept, can be divided into consumption of goods and consumption of 
services. The purchase of a hotel room is classified as a service, since it is only the right to use the hotel 
room for a limited time that it is being purchased. Purchase of a tent is classified as a good since the 
buyer becomes the owner of a tangible item. An interesting characteristic of Idaho's sales tax is that 
unless specifically exempted, purchase of a tangible good is a taxable event. On the other hand, the 
purchase of a service is generally not taxable unless the service is specifically included in the list of 
taxable transactions. Three major service categories that are completely taxable are “Hotels and Other 
Lodging Places,” “Amusement and Recreation Services,” and “Admissions.” Two other types of sales 
defined by Idaho law as taxable are restaurant meals, which contain both tangible property and service 
elements, and charges for producing, processing, printing, or imprinting tangible personal property 
when the property is supplied by the consumer of these services. 
 
The tax expenditures granted under the sales tax can be classified in three principal categories: 
exemptions based on the use of the good or service, exemptions based on the specific good or service 
being purchased, and exemptions based on the individual or entity making the purchase or sale. 
 
 
Principal Idaho sales tax expenditures relating to specific uses are: 
 
 Production Exemption – Equipment 
 Production Exemption – Supplies 
 Irrigation Equipment and Supplies 
 Pollution Control Equipment 
 Broadcast Equipment and Supplies 
 Publishing Equipment and Supplies 
 Commercial Aircraft (Sunsets 2016) 
 Railroad Rolling Stock and Remanufacturing 
 Interstate Trucks 
 Out-of-State Contracts 
 Trade-in Value 
 Sale or Lease of Businesses or Business Assets 
 Supplemental Nutrition Assistance Program (SNAP)/Women, Infants, and Children (WIC) 
 Vehicles and Vessels Sold to Nonresidents   
 Common Carrier Purchases and Out-of-State Sales 
 Donations of Real Property to Idaho Government 
 Incidental Sales of Tangible Personal Property 
 Lodging, Eating, and Drinking Places 
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 School Lunches and Senior Citizen Meals 
 Drivers Education Automobiles 
 Ski Lifts and Snowgrooming Equipment 
 Clean Rooms 
 Alternative Electricity-Producing Equipment (Sunset 2011) 
 Research and Development Equipment 
 Corporate Headquarters Construction (Repealed 2008) 
 Small Employer Headquarters Construction (2006-2020) 
 Glider Kit Vehicles 
 Media Production Projects (Sunsets 2016) 
 State Tax Anticipation Revenue 
 Motor Vehicles of Nonresident Students 
 Personal Property of Military Personnel 
 Beverage and Food Samples 
 Beverage and Food Donations 
 Prepared Beverage and Food Given to Employees 
 
Principal Idaho sales tax expenditures relating to specific goods and services are: 
 
 Goods Not Taxed 
  Motor Fuels 
  Heating Materials 
  Utility Sales 
  Used Manufactured Homes 
  Vending Machines and Amusement Devices 
  Prescriptions and Durable Medical Equipment 
  Funeral Caskets 
  Containers 
  Nonprofit Literature 
  Official Documents 
  Precious Metal Bullion 
  Idaho Commemorative Silver Medallions 
  New Manufactured Homes or Modular Buildings 
  Telecommunications Equipment 
  Personal Property Tax on Rentals 
  Remotely-Accessed Computer Software 
 
 Services Not Taxed 
  Construction 
  Agricultural and Industrial Services 
  Transportation Services 
  Information Services 
  Repairs 
  Professional Services 
  Business Services 
  Personal Services 
  Health and Medical Services 
  Social Services 
  Educational Services 
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  Lottery Tickets and Pari-Mutuel Betting 
  Media Measurement Services 
  Miscellaneous Services 
  Nonprofit Shooting Range Fees 
  Gratuities for Meals 
 
Principal Idaho sales tax expenditures relating to specific entities are: 
 
 Educational Institution Purchases 
 Hospital Purchases 
 Health Entity Purchases 
 Canal Company Purchases 
 Forest Protective Association Purchases 
 Food Bank Purchases 
 Nonsale Clothier Purchases 
 Centers for Independent Living 
 State of Idaho and Local Government Purchases 
 Ronald McDonald House Rooms 
 INL Research and Development Purchases 
 Motor Vehicle Purchases by Family Members 
 Sales by 4-H and FFA Clubs at Fairs 
 Sales by Nonretailers (Yard and Occasional Sales) 
 Sales by Indian Tribes on Reservations 
 Sales of Meals by Churches to Members 
 Sales by Outfitters and Guides 
 Sales Through Vending Machines 
 Auto Manufacturer Rebates 
 Incidental Sales by Churches 
 Federal Excise Tax Imposed at Retail Level 
 Federal Constitutional Prohibitions 
 Other Federal and State Statutory Prohibitions 
 Volunteer Fire Departments and Emergency Medical Service Agencies 
 Senior Citizens Centers 
 Blind Services Foundation, Inc. 
 Advocates for Survivors of Domestic Violence and Sexual Assault 
 Free Dental Clinics 
 Museums 
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CY2010 CY2011 CY2012 CY2013
1 Income Tax Expenditures ($ 000)

1.1   Uses of Income Not Taxed
1.1.01   Investment Tax Credit $27,665 $28,836 $28,861 $25,349
1.1.02   Other States Tax Credit $60,382 $64,584 $68,284 $71,753
1.1.03   Elderly Dependent Credit $735 $747 $771 $754
1.1.04   Youth and Rehabilitation Credit $8,148 $7,725 $7,756 $8,113
1.1.05   Schools, Libraries, and Museums Credit $4,116 $6,946 $7,477 $7,844
1.1.06   Grocery Credit $76,286 $89,727 $103,456 $118,584
1.1.07   Recycling Equipment Credit $1 $4 $9 $0
1.1.08   Technological Equipment Deduction $56 $52 $58 $57
1.1.09   Long-Term Care Insurance Deduction $1,127 $1,198 $1,258 $1,315
1.1.10   Alternative Energy Device Deduction $487 $422 $340 $321
1.1.11   Insulation Deduction $596 $373 $913 $1,165
1.1.12   Workers' Compensation Premium Deduction $400 $400 $400 $400
1.1.13   Child Care Deduction $3,861 $3,917 $3,921 $4,008
1.1.14   College Savings Deduction $1,559 $1,628 $1,661 $1,843
1.1.15   Health Insurance Deduction $13,292 $14,593 $14,936 $16,839
1.1.16   Elderly and Developmental Disability Deduction $9 $9 $9 $9
1.1.17   Adoption Expense Deduction $41 $30 $27 $26
1.1.18   Medical Savings Account Deduction $817 $787 $742 $725
1.1.19   Right Income Adjustment Credit $0 $0 $0 $0
1.1.20   Riparian Land Improvements Credit Sunset Sunset Sunset Sunset
1.1.21   Broadband Investment Credit $688 $574 $2,081 $1,347
1.1.22   County Incentive Investment Tax Credit Sunset Sunset Sunset Sunset
1.1.23   Research Activity Credit $1,866 $1,697 $3,449 $1,990
1.1.24   Promoter Sponsored Events Credit $6 $95 $1 $2
1.1.25   Corporate Headquarters Investment Credit Repealed Repealed Repealed Repealed
1.1.26   Corporate Headquarters Real Property Improvement Credit Repealed Repealed Repealed Repealed
1.1.27   Corporate Headquarters New Jobs Credit Repealed Repealed Repealed Repealed
1.1.28   Small Employer Capital Investment Credit $858 $597 $203 $2,118
1.1.29   Small Employer Real Property Improvement Credit $24 $5 $141 $478
1.1.30   Small Employer New Jobs Credit $40 $147 $26 $157
1.1.31   Live Organ Donation Expenses Credit $45 $19 $25 $23
1.1.32   Biofuel Investment Tax Credit $0 $95 $55 Sunset
1.1.33   Special Job Credit $0 $125 $0 $0
1.1.34   Reimbursement Incentive Credit $0 $0 $0 $0
1.1.35   Certain Charitable Contributions Deduction $0 $0 $0

1.2   Sources of Income Not Taxed
1.2.01   Capital Gains Exclusion $11,322 $10,616 $19,534 $13,399
1.2.02   Government Interest Exclusion $2,350 $2,050 $1,826 $1,448
1.2.03   Social Security Exclusion $50,602 $54,887 $60,143 $66,409
1.2.04   Railroad Retirement Exclusion
1.2.05   Retirement Benefit Exclusion $5,975 $6,460 $6,890 $7,455
1.2.06   Idaho Lottery Winnings Exclusion $4,775 $4,856 $4,901 $4,986
1.2.07   Indian Earnings on Reservation Exclusion $565 $598 $628 $653
1.2.08   World War II Reparations Exclusion $0 $0 $0 $0
1.2.09   Marriage Penalty Deduction $0 $0 $0 $0
1.2.10   Certain Loss Recoveries Deduction $0 $0 $0 $250
1.2.11   Nonresident Guaranteed Partnership Income Exclusion $0 $0 $0 $440
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FY2011 FY2012 FY2013 FY2014
2 Sales Tax Expenditures ($000)

2.1   Specific Uses Not Taxed
2.1.01   Production Exemption - Equipment $86,987 $92,560 $96,672 $102,496
2.1.02   Production Exemption - Supplies $65,849 $70,068 $73,181 $77,589
2.1.03   Irrigation Equipment and Supplies $3,824 $3,920 $4,018 $4,118
2.1.04   Pollution Control Equipment $8,113 $9,548 $9,999 $10,870
2.1.05   Broadcast Equipment and Supplies $2,002 $2,260 $2,360 $2,502
2.1.06   Publishing Equipment and Supplies $128 $145 $151 $160
2.1.07   Commercial Aircraft $1,890 $1,890 $2,054 $2,054
2.1.08   Railroad Rolling Stock and Remanufacturing $2,550 $2,550 $2,550 $2,550
2.1.09   Interstate Trucks $5,872 $6,198 $6,719 $7,039
2.1.10   Out-of-State Contracts $3,336 $3,766 $3,933 $4,170
2.1.11   Trade-in Value $25,071 $26,460 $28,687 $30,051
2.1.12   Sale or Lease of Businesses or Business Assets $1,583 $1,787 $1,867 $1,979
2.1.13   SNAP/WIC $22,927 $22,834 $21,955 $18,819
2.1.14   Vehicles and Vessels Sold to Nonresidents $14,003 $14,779 $16,023 $16,785
2.1.15   Common Carrier Purchases and Out-of-State Sales NA NA NA NA
2.1.16   Donations of Real Property to Idaho Government $4 $4 $4 $4
2.1.17   Incidental Sales of Tangible Personal Property $12 $12 $12 $12
2.1.18   Lodging, Eating, and Drinking Places $79 $83 $85 $87
2.1.19   School Lunches and Senior Citizen Meals $4,431 $4,593 $4,699 $4,831
2.1.20   Drivers Education Automobiles $38 $39 $39 $39
2.1.21   Ski Lifts and Snowgrooming Equipment $600 $600 $600 $600
2.1.22   Clean Rooms $480 $480 $480 $480
2.1.23   Alternative Electricity-Producing Equipment $32,390 $9,624 $193 Sunset
2.1.24   Research and Development Equipment $7,200 $7,200 $7,200 $7,200
2.1.25   Corporate Headquarters Construction Repealed Repealed Repealed Repealed
2.1.26   Small Employer Headquarters Construction $115 $115 $115 $115
2.1.27   Glider Kit Vehicles $258 $272 $295 $309
2.1.28   Media Production Projects $64 $66 $69 $71
2.1.29   State Tax Anticipation Revenue $2,362 $2,495 $3,947 $5,436
2.1.30   Motor Vehicles of Nonresident Students $0 $25 $25 $25
2.1.31   Personal Property of Military Personnel NA NA NA NA
2.1.32   Beverage and Food Samples $0 $0 $5 $15
2.1.33   Beverage and Food Donations $0 $0 $0 $0
2.1.34   Prepared Beverage and Food Given to Employees $0 $0 $0

2.2   Goods Not Taxed
2.2.01   Motor Fuels $178,059 $197,755 $197,825 $195,381
2.2.02   Heating Materials $5,931 $5,771 $5,717 $5,971
2.2.03   Utility Sales $90,638 $93,357 $96,157 $99,042
2.2.04   Used Manufactured Homes $2,760 $2,760 $2,760 $2,760
2.2.05   Vending Machines and Amusement Devices $0 $0 $0 $0
2.2.06   Prescriptions and Durable Medical Equipment $43,081 $45,404 $46,940 $50,896
2.2.07   Funeral Caskets $1,359 $1,400 $1,442 $1,485
2.2.08   Containers $37 $39 $40 $40
2.2.09   Nonprofit Literature $133 $134 $135 $137
2.2.10   Official Documents $66 $66 $67 $68
2.2.11   Precious Metal Bullion $558 $558 $558 $558
2.2.12   Idaho Commemorative Silver Medallions $2 $2 $2 $2
2.2.13   New Manufactured Homes or Modular Buildings $2,250 $2,260 $2,289 $2,347
2.2.14   Telecommunications Equipment $1,549 $1,704 $1,875 $2,062
2.2.15   Personal Property Tax on Rentals $400 $400 $400 $400
2.2.16   Remotely-Accessed Computer Software $0 $0 $0 $0
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FY2011 FY2012 FY2013 FY2014

2.3 Services Not Taxed
2.3.01   Construction $108,447 $116,230 $111,862 $119,620
2.3.02   Agricultural and Industrial Services $5,015 $7,544 $7,828 $7,999
2.3.03   Transportation Services $34,864 $36,508 $37,541 $38,989
2.3.04   Information Services $76,259 $83,217 $82,299 $83,405
2.3.05   Repairs $39,832 $39,952 $43,780 $45,611
2.3.06   Professional Services $196,525 $207,867 $218,187 $227,312
2.3.07   Business Services $118,947 $100,493 $107,785 $112,293
2.3.08   Personal Services $8,900 $9,338 $9,813 $10,224
2.3.09   Health and Medical Services $382,463 $418,602 $427,696 $442,874
2.3.10   Social Services $63,133 $65,167 $66,967 $69,344
2.3.11   Educational Services $39,925 $42,533 $45,442 $47,342
2.3.12   Lottery Tickets and Pari-Mutuel Betting $10,193 $10,576 $10,974 $11,388
2.3.13   Media Measurement Services $64 $66 $68 $70
2.3.14   Miscellaneous Services $2,720 $2,836 $3,314 $3,453
2.3.15   Nonprofit Shooting Range Fees $34 $35 $36 $37
2.3.16   Gratuities for Meals $100 $200 $205 $208

2.4   Specific Entities Not Taxed
2.4.01   Educational Institution Purchases $9,517 $10,219 $10,253 $10,397
2.4.02   Hospital Purchases $24,054 $25,100 $26,197 $27,127
2.4.03   Health Entity Purchases $391 $407 $422 $437
2.4.04   Canal Company Purchases $986 $1,010 $1,024 $1,037
2.4.05   Forest Protective Association Purchases $43 $44 $45 $46
2.4.06   Food Bank Purchases $280 $292 $302 $313
2.4.07   Nonsale Clothier Purchases $1 $1 $1 $1
2.4.08   Centers for Independent Living $5 $5 $6 $6
2.4.09   State of Idaho and Local Government Purchases $27,349 $27,996 $28,993 $30,253
2.4.10   Ronald McDonald House Rooms $1 $1 $1 $1
2.4.11   INL Research and Development Purchases $3,908 $4,409 $4,623 $4,912
2.4.12   Motor Vehicle Purchases by Family Members $1,643 $1,734 $1,880 $1,970
2.4.13   Sales by 4-H and FFA Clubs at Fairs $28 $28 $28 $28
2.4.14   Sales by Non-Retailers (Yard and Occasional Sales) $3,213 $3,349 $3,467 $3,595
2.4.15   Sales by Indian Tribes on Reservations $5,076 $5,355 $5,482 $5,606
2.4.16   Sales of Meals by Churches to Members $12 $13 $13 $13
2.4.17   Sales by Outfitters and Guides $16 $16 $16 $16
2.4.18   Sales Through Vending Machines $2,331 $2,434 $2,493 $2,537
2.4.19   Auto Manufacturer Rebates $542 $572 $620 $650
2.4.20   Incidental Sales by Churches $805 $839 $868 $900
2.4.21   Federal Excise Tax Imposed at Retail Level NA NA NA NA
2.4.22   Federal Constitutional Prohibitions NA NA NA NA
2.4.23   Other Federal and State Statutory Prohibitions NA NA NA NA
2.4.24   Volunteer Fire Departments and Emergency Medical Service $181 $189 $195 $202
2.4.25   Senior Citizens Centers $43 $45 $47 $48
2.4.26   Blind Services Foundation, Inc. $7 $8 $8 $8
2.4.27   Advocates for Survivors of Domestic Violence and Sexual As $9 $10 $10 $10
2.4.28   Free Dental Clinics $10 $11 $11 $12
2.4.29   Museums $197 $206 $213 $221
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TAX STRUCTURE DETAIL 
 
 
Specific Idaho tax expenditures are detailed in the sections below. Each section contains the 
expenditure's Idaho Code reference, a brief description of its features, and its significant legislative and 
judicial history. 
 
INDIVIDUAL AND CORPORATE INCOME TAX 
 
Income tax expenditures fall into one of three categories:  exclusions, deductions, or credits. Exclusions 
are sources of income that are wholly or partially exempt from taxation. Deductions are uses of income 
(either actual spending or proxies for actual spending) that are wholly or partially exempt from 
taxation. Credits are reductions from the tax that are expressed either as a percentage of some 
qualifying amount or as a lump sum. Some credits are refundable, meaning that they can exceed the 
taxpayer's tax liability and actually lead to a refund. Other credits are nonrefundable; they are only 
usable if there is a tax liability to offset. 
 
1.1.01  Investment Tax Credit  Idaho Code 63-3029B 
 Description: Idaho's investment tax credit (ITC) is provided to businesses (proprietorships, 

partnerships, and corporations) that purchase qualifying property for use in their 
business. The credit amount is 3% of the qualified investment in depreciable property 
and is not refundable. The credit taken in a given tax year is limited to no more than 
50% of the taxpayer's tax liability as calculated before considering the credit. Credits 
not used may be carried forward up to 14 years from the year of qualifying property 
purchase. The definition of qualified investment is tied to the old federal ITC 
(repealed in the Tax Reform Act of 1986), with the exceptions that: a) the equipment 
must have Idaho situs; and b) motor vehicles under 8,000 pounds do not qualify. 
Mobile property that is only partially used in Idaho is allowed ITC in proportion to its 
use in Idaho. 

 
 History: Idaho's ITC was enacted in 1982. It was amended in 1987 to prevent its automatic 

repeal by the federal repeal of ITC in 1986. It was amended in 1992 in response to an 
Idaho Supreme Court case that changed the interpretation of how the credit is applied 
to equipment that is used both inside and outside Idaho. It was amended in 1994 to 
make technical changes relating to unitary corporations. It was amended in 1995 to 
extend the carryover period from five to seven years, reduced the portion of tax 
liability that could be offset from 50% to 45%, and eliminated a restriction on 
replacement property. It was amended in 2000 to increase the portion of tax liability 
that could be offset from 45% to 50%, and to extend the carryover period from seven 
to fourteen years. It was amended in 2003 to provide an option to take a property tax 
exemption instead of the ITC. 

 
1.1.02  Other States Tax Credit  Idaho Code 63-3029 
 Description: The credit for taxes paid to other states is available to Idaho resident and part-year 

resident taxpayers who must pay income tax to another state or territory (or political 
subdivision thereof) on income that is also taxed by Idaho. The amount of credit is 
the lesser of the actual tax paid to the other state or territory, or the portion of Idaho 
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tax attributed to the double-taxed income. The Idaho credit is not allowed if the other 
state or territory provides a credit for taxes paid to Idaho. 

 
 History: Initially enacted in 1939 along with the Idaho Income Tax Act. Amended in 1996 to 

add corporate income, franchise, or excise taxes paid by a subchapter S corporation. 
Amended in 2007 to include a limitation that requires a recalculation of the adjusted 
income earned by the Idaho resident in the other state using Idaho's rules for the 
calculation of that income. Amended in 2008 to include part-year residents. Amended 
in 2009 to include estates and trusts. 

 
1.1.03  Elderly Dependent Credit  Idaho Code 63-3025D 
 Description: This is a refundable credit provided to a resident taxpayer who maintains a household 

for a family member(s), where that family member is over 65 years of age or 
developmentally disabled and the taxpayer provides over one-half of the family 
member's support. The amount of credit is $100 for each such family member, with 
no more than $300 available to the taxpayer in any single year. This credit is allowed 
in lieu of the elderly and developmental disability deduction allowed under Idaho 
Code, Section 63-3022E (see item 1.1.16). 

 
 History: Enacted in 1981. Amended in 1994 to add developmentally disabled persons to the 

credit. 
 
1.1.04  Youth and Rehabilitation Credit  Idaho Code 63-3029C 
 Description: This is a credit provided to taxpayers who make charitable contributions to the 

Anchor House; North Idaho Children’s Home; Idaho Youth Ranch; Children's Home 
Society of Idaho, Inc.; Kinderhaven; Women’s and Children’s Alliance; Children’s 
Village; Gem Youth Services; Hope House; nonprofit centers for independent living 
located within Idaho; Idaho Drug Free Youth, Inc.; Shepherd’s Home, Inc.; Project 
Safe Place; Learning Lab, Inc.; Project P.A.T.C.H. (Planned Assistance for Troubled 
Children); or to nonprofit rehabilitation facilities located in Idaho and accredited by 
the Commission on Accreditation of Rehabilitation Facilities or their foundations. 
The credit is calculated as 50% of the contribution. For individual taxpayers the 
credit is limited to the lesser of $100 or 20% of the taxpayer's income tax liability. 
For corporations the credit is limited to the lesser of $500 or 10% of the taxpayer's 
income tax liability. There is no carryover provision. 

 
 History: The credit was enacted in 1982. Numerous specific entities have been added over the 

years. 
 
1.1.05  Schools, Libraries, and Museums Credit  Idaho Code 63-3029A 
 Description: A credit is allowed for qualifying charitable contributions to Idaho public and private 

nonprofit schools (elementary, secondary, and higher education), their foundations, 
trusts, or associations; to Idaho Public Libraries and Library Districts, or their 
foundations; to Idaho Education Public Broadcast foundations; to the Idaho State 
Historical Society or its foundation; to the Idaho commission for libraries; to 
nonprofit public or private museums located within Idaho; to the Idaho Commission 
on Hispanic Affairs; to the Idaho Commission for the Blind and Visually Impaired; to 
the Idaho Council on Developmental Disabilities; to the Idaho State Independent 
Living Council; or to the Idaho Council for the Deaf and Hard of Hearing. The credit is 
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50% of the qualified contribution. In the case of individuals, it is limited to 50% of the 
taxpayer's income tax liability or $500 ($1,000 on a jointly filed return), whichever is 
less. In the case of corporations, the credit is limited to 10% of the income tax liability 
or $5,000, whichever is less. Beginning January 1, 2016 the credit will not apply to 
contributions to the Idaho Commission on Hispanic Affairs; to the Idaho Commission 
for the Blind and Visually Impaired; to the Idaho Council on Developmental 
Disabilities; to the Idaho State Independent Living Council; or to the Idaho Council for 
the Deaf and Hard of Hearing. 

 
 History: Originally enacted in 1976, the school credit applied only to private nonprofit 

secondary or higher education institutions. Elementary schools were added in 1977. 
Public institutions of higher education were added in 1978. All public schools and 
public libraries were added in 1984. The Idaho Public Broadcast System was added in 
1986. Foundations of the qualifying institutions were added in 1987. The Idaho 
Historical Society was added in 1992. Nonprofit museums were added in 1994. The 
Idaho State Library (now Idaho commission for libraries) was added in 1998. 
University-related research parks were added in 1999. Qualifying charitable 
contributions are monetary donations less the value of any benefits received. 

 
1.1.06  Grocery Credit  Idaho Code 63-3024A 
 Description: Idaho households with no more than $1,000 of taxable income received a $50 grocery 

tax credit in 2008 for each taxpayer and their dependents. After that year, the credit 
increases by $10 per year until it reaches $100. The grocery tax credit for households 
with more than $1,000 of taxable income started at $30 in 2008 and increases by $10 
annually until it reaches $100. All Idahoans who are at least 65 years of age receive 
an additional $20 credit. The grocery tax credit is prorated for SNAP participants, 
incarcerated persons, and part-year residents. 

 
 History: The grocery credit was originally enacted in 1965 at a level of $10. It was amended in 

1972 to make the credit refundable to residents at least 65 years of age. It was 
amended in 1973 to increase the amount of the credit to $15. It was amended in 1975 
to make the credit refundable to all resident taxpayers who meet the filing 
requirement, and to increase the credit amount to $20 for taxpayers at least 65 years 
of age. In 1978 the credit for resident seniors (at least 65 years of age) was increased 
to $30. In 2001 the credit was increased to $35 for resident seniors and to $20 for 
resident nonseniors. 

 
1.1.07  Recycling Equipment Credit  Idaho Code 63-3029D 
 Description: This credit is for 20% of the cost of equipment used in manufacturing products that 

consist of postconsumer waste. The credit is limited to no more than $30,000 in a 
single tax year, and unused portions may be carried forward up to seven years. It is 
nonrefundable. 

 
 History: This credit was enacted in 1994. 
 
1.1.08  Technological Equipment Deduction  Idaho Code 63-3022J 
 Description: A deduction from taxable income is allowed to individuals and corporations for the 

fair-market value of computers and scientific equipment (and computer software) that 
are donated to Idaho elementary and secondary schools, public libraries, or public 



 72 

and nonprofit private colleges and universities. The equipment may not be over five 
years old at the time of donation and the recipient must issue a written statement 
accepting the donation. The deduction cannot reduce taxable income to less than 
zero. 

 
 History: This deduction was enacted for schools in 1984 as 63-3025B. Libraries were added in 

1985. Colleges and universities were added in 1995. The section was moved to 63-
3022J in 1995. Private elementary and secondary schools were added in 2009. 

 
1.1.09  Long-Term Care Insurance Deduction  Idaho Code 63-3022Q 
 Description: This deduction from Idaho taxable income is for 100% of premiums for long-term 

care insurance not already deducted or accounted for in arriving at taxable income. 
 
 History: Enacted in 2001. Original deduction applied to 50% of premiums. Amended in 2004 

to cover 100% of long-term care insurance premiums. 
 
1.1.10  Alternative Energy Device Deduction  Idaho Code 63-3022C 
 Description: The Alternative Energy Device Deduction allows a deduction for the cost of 

acquiring, constructing, and/or installing wood, pellet, solar, wind, geothermal 
energy, or natural gas/propane devices to replace wood stoves in taxpayers’ 
residences that do not meet environmental protection agency certification 
requirements. The deduction is limited to 40% of the cost in the first year and 20% of 
the cost in the next three years. No single year's deduction may exceed $5,000. A 
taxpayer who buys a residence may claim any unused deduction associated with that 
residence subject to the restrictions noted above. 

 
 History: Enacted in 1976. Amended in 1994 to add natural gas and propane heating units, and 

to require that replaced wood burning stoves be surrendered to the Idaho Department 
of Environmental Quality. 

 
 
1.1.11  Insulation Deduction  Idaho Code 63-3022B 
 Description: This deduction is for the cost of insulation installed in residences that “existed” as of 

January 1, 2002 and served as a residence of the taxpayer. A building “existed” if it 
was already built, under construction, or subject to an outstanding building permit.  

 
 History: Enacted in 1976 for buildings existing as of January 1, 1976. Amended in 2012 to 

include residences existing as of January 1, 2002. 
 
1.1.12  Workers' Compensation Premium Deduction  Idaho Code 63-3022(m) 
 Description: This deduction is allowed to self-employed individuals for the cost of workers' 

compensation insurance that has not already been deducted in arriving at taxable 
income. 

 
 History: Enacted in 1990. 
 
1.1.13  Child Care Deduction  Idaho Code 63-3022D 
 Description: The Child Care Deduction allows individual taxpayers to deduct childcare expenses 

that qualify for purposes of computing the federal child care credit. The maximum 
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deduction allowed is $3,000 for one qualifying child and $6,000 for two or more 
qualifying children. 

 
 History: This deduction was enacted in 1977 in response to the federal switch from a 

deduction to a credit. 
 
1.1.14  College Savings Deduction  Idaho Code 63-3022(n) 
 Description: A deduction is allowed for amounts contributed to a college savings program (as 

defined in Chapter 54, Title 33, Idaho Code). The deduction is limited to a maximum 
of $4,000 per tax year or $8,000 per tax year for married couples filing a joint return. 

 
 History: Enacted in 2000. 
 
1.1.15  Health Insurance Deduction  Idaho Code 63-3022P 
 Description: A deduction is allowed for payments for health insurance, so long as those payments 

were not otherwise deductible from taxable income. 
 
 History: Enacted in 2000 for self-employed persons; added all persons in 2001. 
 
1.1.16  Elderly and Developmental Disability Deduction  Idaho Code 63-3022E 
 Description: This is a deduction from taxable income of $1,000 for each eligible member of a 

household that is maintained by the taxpayer. The eligible members must be either 65 
years of age or older, or developmentally disabled. The maximum amount of the 
deduction that the taxpayer can claim in any one tax year is $3,000. 

 
 History: This deduction was enacted in 1981. Amended in 1984 to add developmentally 

disabled persons to the qualifying dependents. Amended in 1994 to allow the 
deduction on the developmentally disabled person’s own return. 

 
 
1.1.17  Adoption Expense Deduction  Idaho Code 63-3022I 
 Description: This deduction is for up to $3,000 of actual legal fees and medical costs incurred in 

an adoption. 
 
 History: This deduction was enacted in 1994. 
 
1.1.18  Medical Savings Account Deduction  Idaho Code 63-3022K 
 Description: This is a deduction for contributions to medical savings accounts. It is limited to a 

maximum of $10,000 per taxpayer each year. (Each spouse is counted as a taxpayer on 
joint returns.) Other restrictions apply. 

 
 History: This deduction was enacted in 1994 as Title 41, Chapter 53. It was amended in 1995 to 

eliminate a restriction to high-deductible insurance policies, eliminate administrative 
responsibilities from the depository institution, and allow taxpayer funded accounts to 
qualify. Also, it was moved to 63-3022K in 1995. The maximum deduction was raised to 
$10,000 per taxpayer in 2014. The previous cap was $2,000 per taxpayer. 
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1.1.19  Right Income Adjustment Credit  Idaho Code 63-3029F 
 Description: A refundable credit for the difference between the Idaho state income tax liability for 

the year income was included in taxable income and the Idaho state income tax that 
would have been paid had the income not been included in taxable under the claim of 
right doctrine. Applies in situations where a taxpayer does not receive a benefit from 
the deduction thereby effectively paying tax on income they had fully repaid. 

 
 History: Enacted in 2015. 
 
1.1.20  Riparian Land Improvements Credit  Idaho Code 63-3024B 
 Description: This is a 50% credit for expenditures related to improving the habitat for 

threatened/endangered species or riparian habitat.  The credit is limited to no more 
than $2,000 per person per year, and no more than $250,000 for all such credits 
allowed in a single tax year. 

 
 History: Effective January 1, 1998 through December 31, 2002. 
 
1.1.21  Broadband Investment Credit  Idaho Code 63-3029I 
 Description: This is a 3% credit for expenditures in qualified broadband equipment in Idaho. This 

credit is in addition to the 3% investment tax credit (see 1.1.01), for a total credit of 
6% on broadband investments. The 3% credit is limited to no more than $750,000 per 
taxpayer per year, and no more than the taxpayer’s liability after all other credits in a 
single tax year. It can be carried forward for up to 14 years. This credit is transferable 
(sellable) to other taxpayers. 

 
 History: Effective January 1, 2001. 
 
1.1.22  County Incentive Investment Tax Credit  Idaho Code 63-3029J 
 Description: This is a variable rate credit for expenditures that qualify for Idaho’s investment tax 

credit (see 1.1.01). Its rate is the greater of one-half of the amount by which the 
average three-year unemployment rate in the county in which the property is located 
exceeds 6%, or one-tenth of one percentage point for each full percentage point the 
three-year average per-capita income level in the county in which the property is 
located is below 90% of the statewide average per-capita income level. The credit is 
limited to no more than $500,000 per taxpayer, and no more than the taxpayer’s 
liability after all other credits in a single tax year. It can be carried forward for up to 
14 years. This credit may be sold to other taxpayers. 

 
 History: Enacted in 2001, effective January 1, 2001 through December 31, 2001. 
 
1.1.23  Research Activity Credit  Idaho Code 63-3029G 
 Description: This is a 5% credit for expenditures related to qualified research as defined in section 

41 of the Internal Revenue Code. The research must be conducted in Idaho. The 
credit is limited to no more than the taxpayer’s liability after all other credits in a 
single tax year, and it can be carried forward up to 14 years. 

 
 History: Enacted in 2001. 
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1.1.24  Promoter Sponsored Events Credit  Idaho Code 63-3620C(3)(b) 
 Description: This provides a refundable income tax credit in the amount of $1.00 for each 

temporary sales tax permit a sponsor or promoter of “promoter sponsored events” 
issues. Promoter sponsored events may include swap meets, flea markets, gun shows, 
fairs, and other similar events. 

 
 History: Enacted in 1999. 
 
1.1.25  Corporate Headquarters Investment Credit  Idaho Code 63-2903 
 Description: This credit is contingent on a taxpayer qualifying under the “Idaho Corporate 

Headquarters Incentive Act of 2005.” It provides an income tax credit of 6% of the 
purchase price of new equipment installed anywhere in Idaho. Qualifying equipment 
is the same as equipment that qualifies under Idaho’s 3% investment tax credit (see 
1.1.01). This credit is in lieu of the investment tax credit, is limited to no more than 
$5 million in any one tax year, and is not subject to the 50% limit specified in 63-
3029B. This credit can be generated for eligible equipment purchases occurred 
through December 31, 2009. Unused credits can be carried forward for up to 14 
years. General qualification criteria are specified in 63-2902, and can be summed up 
as making an investment of at least $50 million in new corporate headquarters 
facilities and adding at least 500 new jobs that either a) each pay over $50,000 per 
year, or b) that average $65,000 per year. 

 
 History: Enacted in 2005. Repealed July 1, 2008. 
 
1.1.26  Corporate Headquarters Real Property Improvement Credit  Idaho Code 63-2904 
 Description: This credit is contingent on a taxpayer qualifying under the “Idaho Corporate 

Headquarters Incentive Act of 2005.” It provides an income tax credit of 10% of the 
purchase price of new plant (buildings and structural components of buildings) within 
the project site as specified in 63-2902. This credit is limited to no more than 
$500,000 in any one tax year, and is not subject to the 50% limit specified in 63-
3029B. This credit can be generated for plant purchases occurred through December 
31, 2009. Unused credits can be carried forward for up to 14 years. General 
qualification criteria are specified in 63-2902, and can be summed up as making an 
investment of at least $50 million in new corporate headquarters facilities and adding 
at least 500 new jobs that either a) each pay over $50,000 per year, or b) that average 
$65,000 per year. 

 
 History: Enacted in 2005. Repealed July 1, 2008. 
 
1.1.27  Corporate Headquarters New Jobs Credit  Idaho Code 63-2905 
 Description: This credit is contingent on a taxpayer qualifying under the “Idaho Corporate 

Headquarters Incentive Act of 2005.” It provides an income tax credit ranging from 
$1,500 to $3,000 for each eligible new job created through December 31, 2009. This 
credit is not subject to the 50% limit specified in 63-3029B. Unused credits can be 
carried forward for up to ten years. General qualification criteria are specified in 63-
2902, and can be summed up as making an investment of at least $50 million in new 
corporate headquarters facilities and adding at least 500 new jobs that either a) each 
pay over $50,000 per year, or b) that average $65,000 per year. 
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 History: Enacted in 2005. Repealed July 1, 2008. 
 
1.1.28  Small Employer Capital Investment Credit  Idaho Code 63-4403 
 Description: This credit is contingent on a taxpayer qualifying under the “Idaho Small Employer 

Incentive Act of 2005.” It provides an income tax credit of 3.75% of the purchase 
price of new equipment installed anywhere in Idaho. Qualifying equipment is the 
same as equipment that qualifies under Idaho’s 3% investment tax credit (see 1.1.01). 
This credit is in lieu of the investment tax credit, is limited to no more than $750,000 
in any one tax year, and is subject to a 62.5% limit instead of the 50% limit specified 
in 63-3029B. This credit can be generated for eligible equipment purchases occurring 
from January 1, 2006 through December 31, 2020. Unused credits can be carried 
forward for up to 14 years. General qualification criteria are specified in 63-4402, and 
can be summed up as making an investment of at least $500,000 in new facilities and 
adding at least ten new jobs paying at least $19.23 per hour. The average wage for 
each additional job above the initial ten must be at least $15.50 per hour, not 
including employees earning more than $48.08 per hour. 

 
 History: Enacted in 2005. Amended in 2006. Average wage calculation amended in 2008. 

Amended in 2009 to extend this credit through 2020. 
 
1.1.29  Small Employer Real Property Improvement Credit  Idaho Code 63-4404 
 Description: This credit is contingent on a taxpayer qualifying under the “Idaho Small Employer 

Incentive Act of 2005.” It provides an income tax credit of 2.5% of the purchase price 
of new plant (buildings and structural components of buildings) within the project 
site as specified in 63-2902. This credit is limited to no more than $125,000 in any 
one tax year. This credit can be generated for plant purchases occurring from January 
1, 2006 through December 31, 2020. Unused credits can be carried forward for up to 
14 years. General qualification criteria are specified in 63-4402, and can be summed 
up as making an investment of at least $500,000 in new facilities and adding at least 
ten new jobs paying at least $19.23 per hour. The average wage for each additional 
job above the initial ten must be at least $15.50 per hour, not including employees 
earning more than $48.08 per hour. 

 
 History: Enacted in 2005. Amended in 2006. Average wage calculation amended in 2008. 

Amended in 2009 to extend this credit through 2020. 
 
1.1.30  Small Employer New Jobs Credit  Idaho Code 63-4405 
 Description: This credit is contingent on a taxpayer qualifying under the “Idaho Small Employer 

Incentive Act of 2005.” It provides an income tax credit ranging from $1,500 to 
$3,000 for each eligible new job created from January 1, 2006 through December 31, 
2020. This credit is limited to 62.5% of the taxpayer’s tax liability in any given year. 
Unused credits can be carried forward for up to ten years. General qualification 
criteria are specified in 63-4402, and can be summed up as making an investment of 
at least $500,000 in new facilities and adding at least ten new jobs paying at least 
$19.23 per hour. The average wage for each additional job above the initial ten must 
be at least $15.50 per hour, not including employees earning more than $48.08 per 
hour. 
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 History: Enacted in 2005. Amended in 2006. Average wage calculation amended in 2008. 
Amended in 2009 to extend this credit through 2020. 

 
1.1.31  Live Organ Donation Expenses Credit  Idaho Code 63-3029K 
 Description: This credit is for a donor’s not reimbursed direct expenses associated with a live 

organ donation. The total credit is limited to the lower of the actual expenses or 
$5,000. This credit can be carried forward up to five years. 

 
 History: Enacted in 2006. Effective January 1, 2007. 
 
1.1.32  Biofuel Investment Tax Credit  Idaho Code 63-3029M 
 Description: A 6% investment tax credit (ITC) for any Idaho retail fuel dealer or distributor for 

infrastructure investments to provide biofuels to their customers. The biofuel ITC is 
in lieu of the regular 3% investment tax credit (see 1.1.01). The amount of credit is 
limited to 50% of the taxpayer’s income tax liability. Any unused credit can be 
carried forward up to an additional five years. The recapture period is five years from 
the date the investment was made. During this period, biofuel must be sold on a 
continuing basis. 

 
 History: Effective January 1, 2007 and expired December 31, 2011. 
 
1.1.33  Special Job Credit  Idaho Code 63-3029EE 
 Description: For the period prior to April 14, 2011, a $1,000 credit is granted for each new 

employee who was paid an average of $15.50 per hour during the calendar year and 
was eligible to receive employer-provided accident or health insurance. A $500 credit 
is available for each new employee in a business involved in manufacturing or 
processing any natural resource product.  Businesses must choose between credits, 
since only one type of credit per new job can be used. The amount of credit that can 
be claimed in any one tax year is limited (along with most other credits) to 50% of 
the tax otherwise imposed and may not exceed 3.25% of the taxpayer’s net income. 
Unused credits may be carried forward up to three years. 

 
 History: Effective January 1, 2011 to December 31, 2016. 
 
1.1.34  Reimbursement Incentive Credit  Idaho Code 67-4737 
 Description: A refundable income tax credit of up to 30% for up to 15 years on new corporate 

business income tax (from corporations, pass through entities and proprietorships), 
sales and use tax, and personal income tax withheld from employees paid as a result 
of a qualifying project. The actual tax credit percentage and project term is negotiated 
by the Director of the Idaho Department of Commerce based upon the quality of jobs 
created, regional economic impact, and return on investment for Idaho, subject to the 
approval of the Idaho Economic Advisory Council. The Governor may suspend the 
issuance of new credits if a holdback is issued. However, all credits set prior to any 
holdback will be honored by the state. 

 
 History: Effective July 1, 2014. 
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1.1.35  Certain Charitable Contributions Deduction Idaho Code 63-3022U 
 Description: This deduction is allowed when a net operating loss occurs in the same tax period as 

a charitable contribution and causes the taxpayer to lose part of the charitable 
contribution deduction. This allows an additional deduction in the amount of the 
charitable contribution deduction that was lost. 

 
 History: Enacted in 2015. Effective January 1, 2014. 
 
1.2.01  Capital Gains Exclusion  Idaho Code 63-3022H 
 Description: This exclusion is allowed for 60% of the gain from the sale of certain property. To 

qualify for this exclusion the property must have had an Idaho situs at the time of sale 
and is limited to real property held for at least 12 months; tangible personal property 
that was used in manufacturing, mining, agriculture, wholesaling, or research and 
development and held for 12 months or longer; certain cattle or horses held for 24 
months or longer; other breeding livestock held 12 months or longer; or timber held 
for over 24 months or longer. 

 
 History: Enacted in 1987. Amended in 1995 to add various restrictions, including a 

requirement that qualifying timber must be grown in Idaho and livestock gain 
claimants must derive at least half of their gross income from farming or ranching 
operations in Idaho. Amended in 1998 to reduce the holding period for real estate 
from five years to eighteen months. Amended in 2005 to reduce the holding period 
for real estate from 18 months to 12 months. Amended in 2008 to clarify pass-
through entity holding periods. Amended in 2015 to allow exclusion to owners for 
income from pass-through entities that derive at least half their gross income from 
farming or ranching.  

 
1.2.02  Government Interest Exclusion  Idaho Code 63-3022M 
 Description: This exclusion is for the amount of interest earned on securities issued by the State of 

Idaho and/or local governments and the interest earned on federal government 
securities. The interest exclusion must be reduced by an amount that is calculated by 
multiplying the taxpayer's total deductible interest expense, times the ratio of the 
taxpayer’s interest income from the tax-exempt obligations to the taxpayer’s total 
income. 

 
 History: This exclusion has been in effect since enactment of the income tax. The offset 

calculation was modified and moved to 63-3022M in 1998 and modified in 1999 to 
correct the calculation of deductible interest expense. 

 
 
1.2.03  Social Security Exclusion  Idaho Code 63-3022(l) 
 Description: This exclusion is for the amount of social security income that is included in arriving 

at federal adjusted gross income. No social security income is subject to Idaho's 
income tax. 

 
 History: This exclusion was enacted in 1984 in response to federal taxation of a portion of 

social security income. 
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1.2.04  Railroad Retirement Exclusion  Idaho Code 63-3022(l) 
 Description: This exclusion is for the amount of railroad retirement benefits paid by the Railroad 

Retirement Board that are included in federal adjusted gross income. Railroad 
retirement is the equivalent of social security for railroad employees. 

 
 History: Enacted in 1984. 
 
1.2.05  Retirement Benefit Exclusion  Idaho Code 63-3022A 
 Description: This exclusion is for retirement benefits paid by any of the following: a) US civil 

service retirement system; b) fireman's retirement fund of Idaho; c) policeman's 
retirement fund of a city within Idaho; and d) US Military. The exclusion is available 
to either retirees or un-remarried widows of retirees who are 65 years of age or older, 
or are disabled and 62 years of age or older. The exclusion is limited to the actual 
retirement payment or the maximum amount of social security benefits available, 
whichever is less. Expanded in 2015 to include benefits of the Foreign Service 
Retirement and Disability System. 

 
 History: This exclusion was enacted in 1973. It is revised annually by the Idaho Tax 

Commission to adjust the maximum exclusion amount. 
 
1.2.06  Idaho Lottery Winnings Exclusion  Idaho Code 67-7439 
 Description: Excludes Idaho Lottery prizes of less than $600 from taxable income. 
 
 History: Originally enacted in 1988 as 100% exclusion. Amended in 1997 to limit the income 

exclusion to prizes of less than $600 starting on January 1, 1998. Amended in 1998 to 
restrict the exclusion to Idaho State Lottery winnings. 

 
1.2.07  Indian Earnings on Reservation Exclusion  Idaho Code 63-3022S 
 Description: Income earned on an Indian reservation by enrolled tribal members residing on a 

reservation. 
 
 History: This exclusion is the result of various treaties and case law. Codified in 2014 and is 

retroactive to January 1, 2013. 
 
1.2.08  World War II Reparations Exclusion  Idaho Code 63-3022G 
 Description: Amounts paid to individuals from the US Civil Liberties Public Education Fund. 
 
 History: Enacted in 1989. 
 
 
1.2.09  Marriage Penalty Deduction  Idaho Code 63-3022N 
 Description: Idaho joint income tax returns are given an additional standard deduction amount 

equal to double the single standard deduction less the joint deduction. This deduction 
is not available to returns that claim itemized deductions. Since 2003 the federal 
standard deduction for joint filers has been twice the standard deduction for single 
filers. 

 
 History: Enacted in 1999 at a level of $150. Amended in 2000 to make it the difference 

between the joint standard deduction and two times the single standard deduction.  
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1.2.10  Certain Loss Recoveries Deduction  Idaho Code 63-3022R 
 Description: A deduction is allowed in the amount equal to the amount of the loss recovery if no 

deduction for the loss was claimed on a prior return. 
 
 History: Enacted in 2013. 
 
1.2.11  Nonresident Guaranteed Partnership Income Exclusion  Idaho Code 63-3026A(3)(a)(i) 
 Description: Guaranteed payments to nonresident, retired partners that are sourced to the 

taxpayers’ domiciles are excluded from Idaho taxable income. Up to $250,000 of the 
guaranteed payments made to each nonresident partner are sourced as compensation 
for services. The amount of the guaranteed payment in excess of $250,000 is sourced 
to Idaho based upon the partnership’s apportionment factor. The $250,000 threshold 
is adjusted annually for inflation. 

 
 History: Enacted in 2013. 
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SALES AND USE TAX DETAIL 
 
The following sales tax expenditures can be divided into four broad categories:  2.1.01 through 2.1.34 
cover sales tax expenditures that are related to the specific uses of goods and services; 2.2.01 through 
2.2.16 cover sales tax expenditures that are related to specific goods; 2.3.01 through 2.3.16 cover sales 
tax expenditures that are related to specific services; and 2.4.01 through 2.4.29 cover sales tax 
expenditures that are related to specific entities that receive exemptions on either all or part of the 
purchases or sales they make. 
 
2.1.01  Production Exemption - Equipment  Idaho Code 63-3622D; 63-3622JJ 
 Description: This feature of the production exemption exempts equipment used to produce a 

taxable product for retail sale. Production activities covered by this exemption are 
limited to manufacturing, processing, fabricating, logging, farming, mining, and 
fishing and hunting operations. The equipment must be primarily and directly used in 
the production activity to qualify. Also, the claiming entity must be primarily 
engaged in a qualifying activity for its equipment to qualify. The only exception to 
this is logging, where any logging equipment qualifies. 

 
  Certain specific exclusions from the production exemption exist. They include: 

equipment that is used in activities other than the actual production activity; 
equipment used in transportation, including motor vehicles and aircraft that are 
required to be licensed by any state; equipment used to make repairs; any tangible 
personal property that is or is intended to become a component of real property; 
recreational vehicles; and equipment used to produce exempted gas, electricity, 
water, or literature. 

 
 History: This exemption was originally enacted in 1965 as 63-3622D. In 1987, custom 

farmers were added to the exemption by amending 63-3603, definition of farming. In 
1989, 63-3605A was added to include contract loggers in the production exemption. 
In 1990, logging was moved to a separate section and expanded to include persons 
who are not primarily engaged in logging. It was amended in 1991 in response to the 
Haener decision (Idaho Supreme Court) by adopting the integrated plant doctrine, 
exempting equipment used to fabricate or install production equipment, and adding 
safety equipment. Amended in 2006 to include equipment used to manufacture 
heating materials. Amended in 2008 to include equipment used to process certain 
materials for the production of energy. Amended in 2015 to include hand tools with a 
unit purchase price of $100 or less and fishing and hunting operations. 

 
2.1.02  Production Exemption - Supplies  Idaho Code 63-3622D; 63-3622JJ 
 Description: This feature of the production exemption exempts supplies used in the process of 

producing a product for resale. Production activities covered by this exemption are 
limited to manufacturing, processing, fabricating, farming, logging, and mining. The 
supplies must be primarily and directly used in the production activity to qualify. 
Also, the claiming entity must be primarily engaged in a qualifying activity for its 
production supplies to qualify. The only exception to this is logging, where any 
logging supplies qualify. 

 
  Certain specific inclusions to the production exemption for supplies exist. They 

include: repair parts, lubricants, hydraulic oil, coolants, chemicals, catalysts, safety 



 82 

supplies (except for logging), and, in the dairy industry, disinfectants used to clean 
cow udders or to clean pipes, vats, or other milking equipment. Fuel used in logging 
trucks is also exempt. 

 
  Certain specific exclusions from the production exemption for supplies exist. They 

include: supplies that are used in activities other than the actual manufacturing, 
mining, farming, or logging process; supplies used in transportation activities; repair 
supplies, other than parts for production equipment; any tangible personal property 
that is or is intended to become a component of real property; and supplies used to 
produce exempted gas, electricity, water, or literature. 

 
 History: This exemption was originally enacted in 1965 as 63-3622(d); custom farmers were 

added to the production exemption in 1987 by amending 63-3603, definition of 
farming; contract loggers were added in 1989 by adding 63-3605A. In 1990, logging 
was moved to a separate section and expanded to allow the exemption to apply to 
persons who are not primarily engaged in logging. Amended in 1991 in response to 
the Haener decision (Idaho Supreme Court) by adopting the integrated plant doctrine, 
exempting supplies used to fabricate or install production equipment, and adding 
safety supplies (except for logging). Amended in 1996 to add all fuel used in logging 
trucks. Amended in 2006 to add inputs used to manufacture heating materials. 
Amended in 2008 to include inputs used to process certain materials for the 
production of energy. 

 
2.1.03  Irrigation Equipment and Supplies  Idaho Code 63-3622W 
 Description: Exempts agricultural irrigation equipment and supplies, even if attached to real 

property, and even if purchased by a contractor for an agricultural irrigation project. 
 
 History: Originally enacted in 1975 as 63-3622(f). 
 
2.1.04  Pollution Control Equipment  Idaho Code 63-3622X 
 Description: Exempts equipment required by regulatory agencies for air or water pollution control. 
 
 History: Originally enacted in 1977 as 63-3622(e). Amended in 1997 to add certain dry- 

cleaning equipment. Amended in 2006 to include liners and reagents mandated by 
state or federal governments to meet water quality standards. Amended in 2007 to 
include personal property that is primarily used for meeting air or water quality 
standards that becomes a component, fixture, or improvement to real property. 

 
2.1.05  Broadcast Equipment and Supplies  Idaho Code 63-3622S 
 Description: Provides an exemption for equipment and supplies used to produce and broadcast 

radio and television programs. 
 
 History: It was originally enacted in 1975 as 63-3622(w). 
 
2.1.06  Publishing Equipment and Supplies  Idaho Code 63-3622T 
 Description: Provides an exemption for equipment and supplies used to publish advertising type 

newspapers that are sold or given away to the public, as long as the paper contains at 
least 10% editorial comment and advertising revenue is the publisher’s primary 
source of income. 
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 History: This exemption was originally enacted in 1979 as 63-3622(x).  
 
2.1.07  Commercial Aircraft  Idaho Code 63-3622GG 
 Description: Exempts aircraft purchased for commercial transport of passengers or freight. This 

exemption was expanded in 2012 to include parts used in nonresident, private 
aircraft. 

 
 History: Enacted in 1988. Amended in 1994 to add any aircraft that are for use outside Idaho. 

Amended in 2012.  Sunsets on June 30, 2016. 
 
2.1.08  Railroad Rolling Stock and Remanufacturing  Idaho Code 63-3622CC; 63-3622DD 
 Description: Provides an exemption for railroad rolling stock and for parts, equipment, and 

supplies used in the process of remanufacturing railroad rolling stock, whether or not 
the rolling stock is for resale. Rolling stock must have been used in interstate 
commerce at least three months prior to rebuild to qualify. 

 
 History: Enacted in 1986. 
 
2.1.09  Interstate Trucks  Idaho Code 63-3622R(c) 
 Description: Exempts trucks weighing over 26,000 pounds when registered in the international 

registration plan, as well as their trailers, when miles accumulated by the fleet outside 
of Idaho are minimally 10% of the total fleet miles in any annual registration period. 
Failure to meet the mileage requirement in any annual registration period invalidates 
the exemption and results in a tax liability based on the fair market value of the 
vehicles at the end of the nonconforming period. 

 
 History: Enacted in 1989. 
 
2.1.10  Out-of-State Contracts  Idaho Code 63-3622B 
 Description: Exempts goods purchased by contractors to install into real property in nontaxing 

states. 
 
 History: Originally enacted in 1965 as 63-3622(b), it was amended in 1993 to extend to non- 

Idaho contractors. 
 
2.1.11  Trade-in Value  Idaho Code 63-3613(b)2 
 Description: Excludes from the taxable sales price any amounts allowed for merchandise traded in 

on other like goods. 
 
 History: Enacted in 1965. Amended in 1990 to include trade-downs and barters. 
 
2.1.12  Sale or Lease of Businesses or Business Assets  Idaho Code 63-3622K(b)(2-5) 
 Description: Exempts sales of otherwise taxable merchandise, equipment, and supplies in cases 

where the entire business operation is undergoing transfer of ownership and the 
business itself will continue its operations. It also exempts sales of businesses that 
amount to a change in the form of business ownership. It also exempts sales and 
leases of capital assets between closely related businesses, but only if the sales tax 
has previously been paid on the capital asset. 
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 History: Originally enacted as 63-3622(l), it was amended in 1967 to add bulk sales and 

change in form of doing business by adopting a new definition (Section 63-3612A). 
Section 63-3612A was repealed and moved to 63-3622K in 1988, then amended in 
1990 to add related business transfers and sales. Amended in 1996 to add leases of 
assets among family-owned businesses. 

 
2.1.13  SNAP/WIC  Idaho Code 63-3622EE; 63-3622FF 
 Description: Exempts goods purchased with WIC checks and federal SNAP. 
 
 History: Mandated in 1987 by the federal government. 
 
2.1.14  Vehicles and Vessels Sold to Nonresidents  Idaho Code 63-3622R(a) 
 Description: Exempts from the sales tax certain vehicles and vessels sold to nonresidents for use 

outside the state.  
 
 History: Originally enacted as 63-3622(q) in 1965, it exempted motor vehicles and trailers 

sold in Idaho for use out-of-state. Amended in 2015 to exempt utility type vehicles 
and other specialty off-highway vehicles. 

 
 
2.1.15  Common Carrier Purchases and Out-of-State Sales  Idaho Code 63-3622Q; 63-3622P 
 Description: Exempts goods delivered to buyers outside Idaho (63-3622Q) and in-state purchases 

by common carriers for use outside Idaho if transported out of Idaho under a bill of 
lading (63-3622P). 

 
 History: Originally enacted as 63-3622(p) and 63-3622(o) in 1965. 
 
2.1.16  Donations of Real Property to Idaho Government  Idaho Code 63-3621(m) 
 Description: Allows an exemption from use tax for goods that are donated to either the State of 

Idaho or to a nonprofit listed in 63-3622O, where the goods are incorporated into real 
property. 

 
 History: Enacted in 1991. 
 
2.1.17  Incidental Sales of Tangible Personal Property  Idaho Code 63-3609 
 Description: Exempts goods sold incidentally when selling real property, such as a stove and 

refrigerator included with a home. 
 
 History: Enacted in 1985. 
 
2.1.18  Lodging, Eating, and Drinking Places  Idaho Code 63-3612 
 Description: Allows these industries an exemption for nondepreciable goods that are consumed by 

customers, such as guest hand soap provided in a motel room. 
 
 History: Enacted in 1988. 
 
2.1.19  School Lunches and Senior Citizen Meals  Idaho Code 63-3622J 
 Description: Exempts federal meals programs for youth and elderly. 
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 History: School lunch programs were exempted in 1965 as 63-3622(k). Amended in 1974 to 

add sales of meals to aging persons under the Older Americans Act. 
 
2.1.20  Drivers Education Automobiles  Idaho Code 63-3622R(e) 
 Description: Exempts the value of motor vehicles that are temporarily donated to drivers’ 

education programs. 
 
 History: Enacted in 1995. Designation changed from Idaho Code 63-3622R(d) to Idaho Code 

63-3622R(e) in 2006. 
 
2.1.21  Ski Lifts and Snowgrooming Equipment  Idaho Code 63-3622Y 
 Description: Exempts the lifts, snowgroomers, and snowmaking equipment used by the owner of a 

ski area. 
 
 History: Enacted in 1995. 
 
2.1.22  Clean Rooms  Idaho Code 63-3622NN 
 Description: Exempts any tangible personal property that is used in or becomes a part of a “clean 

room” used to manufacture semiconductors. Also includes property that is used to 
maintain a clean room. 

 
 History: Enacted in 1999. Extended to include clean rooms used for research and development 

in 2005. 
 
2.1.23  Alternative Electricity-Producing Equipment  Idaho Code 63-3622QQ 
 Description: Provides a refund of sales tax paid for machinery and equipment used in alternative 

types of electricity production. To qualify, the facility must have a capacity of at least 
25 kilowatts. The alternative methods that qualify for this exemption are fuel cells, 
low-impact hydro, wind, geothermal, cogeneration, solar, landfill gases, and biomass. 

 
 History: Enacted in 2005 and sunset on July 1, 2011. 
 
2.1.24  Research and Development Equipment  Idaho Code 63-3622RR 
 Description: Exempts tangible personal property used in research and development activities. 
 
 History: Enacted in 2005. 
 
2.1.25  Corporate Headquarters Construction  Idaho Code 63-2908 
 Description: This rebate is contingent on a taxpayer qualifying under the “Idaho Corporate 

Headquarters Incentive Act of 2005.” It provides a sales and use tax rebate for all 
sales and use taxes paid on property constructed, located, or installed in the “project 
site” (as specified in 63-2902) through December 31, 2009. General qualification 
criteria are specified in 63-2902, and can be summed up as making an investment of 
at least $50 million in new corporate headquarters facilities and adding at least 500 
new jobs that either a) each pay over $50,000 per year, or b) that average $65,000 per 
year. 

 
 History: Enacted in 2005. Repealed July 1, 2008. 
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2.1.26  Small Employer Headquarters Construction  Idaho Code 63-4408 
 Description: This rebate is contingent on a taxpayer qualifying under the “Idaho Small Employer 

Incentive Act of 2005.” It provides a sales and use tax rebate for 25% of sales and use 
taxes paid on property constructed, located, or installed in the “project site” (as 
specified in 63-4402) from January 1, 2006 through December 31, 2020. General 
qualification criteria are specified in 63-4402, and can be summed up as making an 
investment of at least $500,000 in new facilities and adding at least ten new jobs 
paying at least $19.23 per hour. The average wage for each additional job above the 
initial ten must be at least $15.50 per hour. 

 
 History: Enacted in 2005. Amended in 2006. Average wage calculation amended in 2008. 

Amended in 2009 to extend this exemption through 2020. 
 
2.1.27  Glider Kit Vehicles  Idaho Code 63-3622R(d) 
 Description: Glider kit vehicles, as defined in Idaho Code 49-123(f), are exempted from the Idaho 

sales tax. 
 
 History: Enacted in 2006. 
 
 
2.1.28  Media Production Projects  Idaho Code 63-3622TT 
 Description: Rebates sales tax paid on certain media projects produced in Idaho.  
 
 History: Enacted in 2006. Sunsets on July 1, 2016. 
 
2.1.29  State Tax Anticipation Revenue  Idaho Code 63-3641 
 Description: Rebates sales tax paid to developer for costs of building or improving qualified 

freeway exchanges.  In order to qualify, the developer must spend at least $4 million 
on a retail commercial complex and at least $6 million on a freeway interchange or 
interchange improvements. The maximum any developer could be reimbursed for a 
given freeway project is $35 million. 

 
 History: Enacted in 2007. Amended in 2009 to lower minimum freeway interchange project 

size from $8 million to $6 million. 
 
2.1.30  Motor Vehicles of Nonresident Students  Idaho Code 63-3621(k) 
 Description: Exempts a full-time, nonresident post-secondary student’s vehicle from the use tax. 
 
 History: Enacted in 2011. 
 
2.1.31  Personal Property of Military Personnel  Idaho Code 63-3621(l) 
 Description: Exempts personal items, including vehicles, brought into the state by military 

personnel temporarily assigned to Idaho and their spouses from the use tax. 
 
 History: Enacted in 2011. 
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2.1.32  Beverage and Food Samples  Idaho Code 63-3621(n) 
 Description: Exempts beverages including, wine and beer, and food if given as a free tasting to a 

potential customer. 
 
 History: Enacted in 2012. Expanded in 2013 to exempt food samples offered to shoppers. 
 
2.1.33  Beverage and Food Donations  Idaho Code 63-3621(o) 
 Description: Exempts beverages and food donated to individuals or nonprofit organizations. 
 
 History: Enacted in 2014. 
 
2.1.34  Prepared Beverage and Food Given to Employees Idaho Code 63-3621(p) 
 Description: Exempts food or beverages provided free of charge to their employees by food and 

beverage retailers. 
 
 History: Enacted in 2015. 
 
 
2.2.01  Motor Fuels  Idaho Code 63-3622C 
 Description: Exempts on-road use of motor fuels subject to motor fuels tax and exempts off-road 

fuels loaded in Idaho and used outside Idaho. 
 
 History: Originally enacted in 1965 as 63-3622(c). Exempted on-road use of motor fuels; 

amended in 1986 to exempt locomotive fuels unless loaded and burned off in Idaho. 
 
2.2.02  Heating Materials  Idaho Code 63-3622G 
 Description: Exempts wood, coal, gas, and petroleum products used as a source of heat for either 

industrial or domestic purposes. 
 
 History: Originally enacted in 1965 as 63-3622(g). 
 
2.2.03  Utility Sales  Idaho Code 63-3622F 
 Description: Exempts sales of natural gas, electricity, and water delivered to consumers by means 

of wires, pipes, mains, or similar systems. 
 
 History: Originally enacted in 1965 as 63-3622(f). 
 
2.2.04  Used Manufactured Homes  Idaho Code 63-3622R(b) 
 Description: Exempts sales of used manufactured homes from the sales tax. 
 
 History: Original 63-3622(u) amended in 1976 to exempt sales of used manufactured homes. 
 
2.2.05  Vending Machines and Amusement Devices  Idaho Code 63-3622II 
 Description: Exempts coin-operated machines that vend a taxable product or service. 
 
 History: Enacted in 1990. 
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2.2.06  Prescriptions and Durable Medical Equipment  Idaho Code 63-3622N 
 Description: Exempts most prescription medical items. 
 
 History: This exemption was originally enacted as 63-3622(o) in 1967 to exempt prescription 

drugs. It was amended in 1971 to add prescription oxygen and amended in 1976 to 
add prosthetics, artificial limbs, wheelchairs, hearing aids, and crutches. It was 
amended in 1990 to add durable medical equipment and numerous other prescription 
items. Amended in 1998 to exempt dental prostheses and other orthodontic 
appliances, except fillings. Amended in 2008 to include dental fillings and qualified 
items prescribed by physician assistants. Amended in 2015 to include eyeglasses and 
contact lenses. 

 
2.2.07  Funeral Caskets  Idaho Code 63-3622U 
 Description: Exempts goods sold in conjunction with a funeral. 
 
 History: Originally enacted in 1977 as 63-3622(y). 
 
2.2.08  Containers  Idaho Code 63-3622E 
 Description: Exempts containers that are part of goods for sale, including returnable containers. 
 
 History: Originally enacted in 1965 as 63-3622(e). 
 
2.2.09  Nonprofit Literature  Idaho Code 63-3622I 
 Description: Exempts literature published and sold by 501(c)(3) nonprofit organizations. 
 
 History: Originally enacted in 1965 as 63-3622(j), exempting only religious literature. 

Amended in 1989 to include literature of all 50l(c)(3) nonprofit organizations in 
response to the US Supreme Court ruling in Texas Monthly versus Bullock. 
Amended in 1999 to include alternative forms, including audio-visual, magnetic, 
optical, and other machine-readable media. 

 
 
2.2.10  Official Documents  Idaho Code 63-3622AA 
 Description: Exempts sales of documents when the fee for the document is set by Idaho Code. 
 
 History: Originally enacted in 1984. 
 
2.2.11  Precious Metal Bullion  Idaho Code 63-3622V 
 Description: Exempts sales of precious metal bullion and coins. 
 
 History: Originally enacted in 1982 as 63-3622(z). 
 
2.2.12  Idaho Commemorative Silver Medallions  Idaho Code 63-3622PP 
 Description: Exempts sales of Idaho commemorative silver medallions. 
 
 History: Originally enacted in 2003. 
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2.2.13  New Manufactured Homes or Modular Buildings  Idaho Code 63-3613(c) 
 Description: Excludes 45% of the sales price of new manufactured homes and modular buildings 

from the taxable sales price. 
 
 History: Originally exempted 60% of the sales price of mobile homes when enacted in 1965. 

It was amended in 1976 to exempt 45% and add modular buildings (which were 
previously treated as real property improvements and taxed on materials as built). 

 
2.2.14  Telecommunications Equipment  Idaho Code 63-3613(b)10; 63-3621(a) 
 Description: Exempts from taxation the amount of discount or price reduction that is offered as an 

inducement to commence or continue telecommunications service. 
 
 History: Enacted in 1996. 
 
2.2.15  Personal Property Tax on Rentals  Idaho Code 63-3622UU 
 Description: Exempts from taxation the amount of property tax included in a rent payment for 

tangible personal property. To be eligible the property must initially be leased for at 
least a year. 

 
 History: Enacted in 2008. 
 
2.2.16  Remotely-Accessed Computer Software  Idaho Code 63-3616(b) 
 Description: Certain computer software are not tangible personal property by definition and 

therefore not subject to the Idaho sales tax. They are: custom computer programs; 
computer software that is delivered electronically; remotely accessed computer 
software; and computer software that is delivered by the load and leave method.  All 
other software products are subject to the sales tax including digital music, digital 
books, digital videos, and digital games which are tangible personal property 
regardless of access or delivery method. 

 
 History: Enacted in 2013 excluding remotely-accessed computer software. Amended in 2014 

to exclude computer software delivered electronically or by the load and leave 
method. Amended in 2015 to specify that digital music, digital books, digital videos, 
and digital games are not tangible personal property subject to the sales tax if 
purchaser does not have permanent rights to the product.  

 
 
2.3.01  Construction  Idaho Code 63-3609 
 Description: Sales tax is paid on the cost of materials that are used in construction projects, but the 

labor component is generally not taxed. Mobile and manufactured homes are taxed 
on 55% of the sales price per 63-3613(c) in order to give them equivalent treatment. 

 
 History: The original language of the sales tax defined a “sale” as any transaction involving 

the exchange of tangible personal property for a consideration under 63-3612. In 63-
3609(a) of the Sales Tax Act defining a retail sale it is stated that “all persons 
engaged in constructing, altering, repairing or improving real estate are consumers of 
the material used by them; all sales to or use by such persons of tangible personal 
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property are taxable whether or not such persons intend resale of the improved 
property.” 

 
 
2.3.02  Agricultural and Industrial Services 
 Description: This category of services includes agricultural soil preparation, planting, cultivating, 

and harvesting; farm management; forestry service; and mining services. NAICS 
major groups 115 and 213 are included in this category. 

 
 History: Originally excluded from definition of sales tax base. 
 
2.3.03  Transportation Services  Idaho Code 63-3613(b)7 
 Description: Most charges for transportation of freight and passengers are exempt from the sales 

tax. Exceptions (i.e., taxable transportation charges) include transportation of 
manufactured homes by the dealer and the cost of transportation prior to the sale. 
NAICS major groups 481 through 492 are included in this category. 

 
 History: Transportation services have generally been exempt since the enactment of the sales 

tax in 1965. The exclusion for transportation of manufactured homes was added in 
1986. Air charter transportation of freight and passengers was made taxable in 1988. 

 
2.3.04  Information Services 
 Description: Subscriptions or charges for one-way and two-way transmissions of signals 

containing information (sound, images, data, etc.) and information services (internet 
providers, etc.) are not taxed. This exemption consists mostly of local and long- 
distance telephone service and cable television. NAICS major groups 515, 516, 517, 
518, and 519 are included in this category. 

 
 History: Communications have been exempt since the enactment of the sales tax in 1965. 
 
2.3.05  Repairs  Idaho Code 63-3613(b)4 
 Description: The labor charges associated with repairing or installing tangible personal property 

are generally not taxable as long as they are separately stated on the bill. NAICS 
major group 811 is included in this category. 

 
 History: Exempt since enactment of the sales tax in 1965. 
 
 
2.3.06  Professional Services 
 Description: Legal, accounting, engineering, architectural, consulting, scientific research, and 

advertising services fall within this category. NAICS major group 541 is included in 
this category. 

 
 History: Exempt since enactment of the sales tax in 1965. 
 
2.3.07  Business Services 
 Description: Office services, employment services, building services, employment agencies, 

facility services, and security agencies are some of the major elements of this 
category. NAICS major groups 561 and 562 are in this category. 
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 History: Exempt since enactment of the sales tax in 1965. 
 
2.3.08  Personal Services 
 Description: Laundry and dry cleaning, barbers and beauticians, shoe repair, funeral services, 

massage parlors, and escort services are among the elements of the personal services 
major group. NAICS major group 812 is this category. 

 
 History: Exempt since enactment of the sales tax in 1965. 
 
2.3.09  Health and Medical Services 
 Description: Doctors, dentists, hospitals, and nursing home services are the principal elements of 

this category. NAICS major groups 621 through 623 are in this category. 
 
 History: Exempt since enactment of the sales tax in 1965. 
 
2.3.10  Social Services 
 Description: Adult and child day care, residential care, and adoption services are some of the 

principal elements of this category. NAICS major group 624 is this category. 
 
 History: Exempt since enactment of the sales tax in 1965. 
 
2.3.11  Educational Services 
 Description: Private elementary and secondary schools, colleges and universities, libraries, 

vocational schools, driving instruction, flight schools, and modeling schools are 
among the establishments covered by this category. NAICS major group 611 is this 
category. 

 
 History: Exempt since enactment of the sales tax in 1965. 
 
2.3.12  Lottery Tickets and Pari-Mutuel Betting  Idaho Code 67-7439 
 Description: Exempts the sale and purchase of lottery tickets and pari-mutuel betting from the 

sales tax. Also exempts from sales tax any equipment used in lottery operations. 
 
 History: Enacted in 1988. 
 
 
2.3.13  Media Measurement Services  Idaho Code 63-3622LL 
 Description: Exempts the sale and purchase of any television, radio, newspaper, or other media 

measurement service. 
 
 History: Enacted in 1997. 
 
2.3.14  Miscellaneous Services 
 Description: This includes all personal service industries not classified elsewhere. Includes pet 

care, photofinishing laboratories, and parking lots and garages. NAICS major group 
8129 is in this category. 

 
 History: Exempt since enactment of the sales tax in 1965. 
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2.3.15  Nonprofit Shooting Range Fees  Idaho Code 63-3622SS 
 Description: Exempts fees and memberships of nonprofit shooting and hunting organizations from 

the Idaho sales tax. 
 
 History: Enacted in 2006. 
 
2.3.16  Gratuities for Meals  Idaho Code 63-3613(f) 
 Description: Exempts mandatory and voluntary gratuities for meals from the Idaho sales tax. 
 
 History: Enacted in 2011. 
 
2.4.01  Educational Institution Purchases  Idaho Code 63-3622O(1)(a) and 33-5204 
 Description: Exempts all purchases by nonprofit colleges, universities, and primary and secondary 

schools. Excludes from exemption schools that primarily teach business, dancing, 
gymnastics, dramatics, music, cosmetology, writing, exercise, and “other special 
accomplishments.” 

 
 History: This was originally enacted as 63-3622(s) in 1967 and amended in 1990 to add 

nonresident schools with Idaho facilities. It was amended in 1993 to add all 
nonresident schools not otherwise excluded. In 1999, 33-5204 was added to explicitly 
include charter schools to this exemption. Amended in 2008 to include the Idaho 
Digital Learning Academy. 

 
2.4.02  Hospital Purchases  Idaho Code 63-3622O(1)(a) 
 Description: Exempts all purchases by nonprofit hospitals that are licensed by the state for the care 

of ill persons. Excludes from exemption nursing homes or “similar institutions.” 
 
 History: Originally enacted as 63-3622(s) in 1967. 
 
2.4.03  Health Entity Purchases  Idaho Code 63-3622O(1)(a) 
 Description: Exempts all purchases by certain specified “health-related entities.” The list consists 

of the following: Idaho Cystic Fibrosis Foundation, Idaho Epilepsy League, Idaho 
Lung Association, March of Dimes, American Cancer Society, Camp Rainbow Gold, 
Mental Health Association, The ARC, The Children’s Home Society of Idaho, 
American Heart Association, Idaho Ronald McDonald House, United Cerebral Palsy, 
Arthritis Foundation, Muscular Dystrophy Foundation, National Multiple Sclerosis 
Society, Rocky Mountain Kidney Association, American Diabetes Association, 
Easter Seals, Idaho Community Action Agencies, Idaho Primary Care Association 
and its community health care centers, Idaho Diabetes Youth Program, Idaho 
Women’s and Children’s Alliance, and Special Olympics Idaho. It also includes the 
local or regional chapters or divisions of these entities. 

 
 History: Amended in 1980 to add first list of health-related entities. Amended several times to 

expand the list of eligible entities. 
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2.4.04  Canal Company Purchases  Idaho Code 63-3622O(1)(a) 
 Description: Exempts all purchases by canal companies. Canal companies are defined as nonprofit 

corporations whose sole purpose is operating and maintaining dams, reservoirs, 
canals, lateral and drainage ditches, pumps, and pumping plants. 

 
 History: Originally enacted in 1967 as 63-3622(s). 
 
2.4.05  Forest Protective Association Purchases  Idaho Code 63-3622O(1)(a) 
 Description: Exempts all purchases by forest protective associations. Forest protective associations 

are associations that detect, prevent, and suppress forest or range fires. They include 
only those associations that contract with the State of Idaho under the Idaho Forestry 
Act (38-1). 

 
 History: Enacted in 1979. 
 
2.4.06  Food Bank Purchases  Idaho Code 63-3622O(1)(b, c) 
 Description: Exempts all purchases by food banks or soup kitchens. Includes the Idaho Food Bank 

Warehouse, Inc. by specific reference, and also includes any other nonprofit 
corporation or association that furnishes food or food products to others without 
charge. 

 
 History: Enacted in 1991. 
 
2.4.07  Nonsale Clothier Purchases  Idaho Code 63-3622O(1)(d) 
 Description: Exempts donations or sales of clothes to nonsale clothiers. Nonsale clothiers are 

defined as any nonprofit corporation or association that provides clothes to others 
without charge. 

 
 History: Enacted in 1992. 
 
2.4.08  Centers for Independent Living  Idaho Code 63-3622O(1)(e) 
 Description: Exempts sales to or purchases by centers for independent living. Centers for 

independent living are defined as private, nonprofit, nonresidential organizations 
where at least 51% of the governing boards are individuals with disabilities. 

 
 History: Enacted in 1997. 
 
2.4.09  State of Idaho and Local Government Purchases  Idaho Code 63-3622O(1)(f) 
 Description: Exempts Idaho governmental agencies from paying sales tax on purchases. 
 
 History: Enacted in 1997; exemption was done by Tax Commission regulation from 

enactment of the sales tax to 1997. 
 
2.4.10  Ronald McDonald House Rooms  Idaho Code 63-3622O(5) 
 Description: This exempts the renting of a place to sleep by the Ronald McDonald House. 
 
 History: Enacted in 1997. 
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2.4.11  INL Research and Development Purchases  Idaho Code 63-3622BB 
 Description: Exempts goods used for research and development at the Idaho National Laboratory 

(INL). 
 
 History: It was originally enacted in 1967 and exempted all federal research and development 

and nuclear fuel reprocessing under 63-3615. It was amended in 1969 to limit to INL 
only. It was recodified in 1985 as 63-3622BB and removed nuclear fuel reprocessing 
from the exemption. 

 
2.4.12  Motor Vehicle Purchases by Family Members  Idaho Code 63-3622K(c) 
 Description: Exempts sales of motor vehicles between family members related within the second 

degree of consanguinity. 
 
 History: Section 63-3612A was amended in 1980 to add the sale of motor vehicles to family 

members. It was repealed and moved to 63-3622K in 1988. 
 
2.4.13  Sales by 4-H and FFA Clubs at Fairs  Idaho Code 63-3622K(b)7 
 Description: Exempts sales of animals by any 4-H club or FFA club held in conjunction with a fair 

or the Western Idaho Spring Lamb Sale. 
 
 History: Enacted in 1979 by amending 63-3612A. Moved to 63-3622K in 1988. 
 
2.4.14  Sales by Nonretailers (Yard and Occasional Sales)  Idaho Code 63-3622K(b)(1,6,8) 
 Description: Exempts sales of items by individuals who are not retailers and who are not behaving 

as a retailer. Covers transactions such as occasional yard sales, occasional classified 
ad sales, etc. Motor vehicle sales are specifically excluded from this exemption. 

 
 History: Originally enacted as 63-3622(l) in 1965. Yard sales added as 63-3622H in 1984 and 

moved to 63-3622K(b)(8) in 1997. 
 
2.4.15  Sales by Indian Tribes on Reservations  Idaho Code 63-3622Z 
 Description: Exempts sales by Indian Tribal Enterprises from sales and use tax. This exemption 

allows a tribal enterprise to make sales to both Indians and non-Indians without 
collecting sales tax. Further, it provides that no use tax applies to the purchase if a 
non-Indian removes the goods from the reservation. 

 
 History: Originally enacted as 63-3622(aa) in 1984; exempted sales of tangible personal 

property by tribes within reservation boundaries; amended in 1987 to include sales of 
services and to define a reservation. 

 
 
2.4.16  Sales of Meals by Churches to Members  Idaho Code 63-3622J 
 Description: Exempts meals sold at church functions to members of the congregation. 
 
 History: Originally enacted as 63-3622(k) in 1965. 
 
2.4.17  Sales by Outfitters and Guides  Idaho Code 63-3613(b)9 
 Description: Allows outfitters to exclude from the taxable amount charged to their customers the 

federal fees imposed on outfitters for the right to use recreational sites. 
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 History: Enacted in 1990. Amended in 1994 to eliminate the provision that the federal fees 

must be for the purpose of managing the land or water upon which the outfitting 
occurs. 

 
2.4.18  Sales Through Vending Machines  Idaho Code 63-3613(e) 
 Description: Allows retailers selling products through vending machines for $1.00 or less to pay 

tax on 117% of their acquisition cost of the products rather than on the retail sales 
price. 

 
 History: Enacted in 1977. 
 
2.4.19  Auto Manufacturer Rebates  Idaho Code 63-3613(b)8 
 Description: Allows dealers to deduct the amount of a rebate given to the buyer, by the motor 

vehicle manufacturer, from the taxable sales price of the vehicle. 
 
 History: Enacted in 1990. 
 
2.4.20  Incidental Sales by Churches  Idaho Code 63-3622KK 
 Description: Exempts sales by churches that do not regularly compete with private enterprise. 
 
 History: Enacted in 1990. 
 
2.4.21  Federal Excise Tax Imposed at Retail Level  Idaho Code 63-3613(b)5 
 Description: Excludes retail level federal excise taxes from the taxable sales price. 
 
 History: Originally enacted in 1965. 
 
2.4.22  Federal Constitutional Prohibitions  Idaho Code 63-3622A 
 Description: State cannot tax goods when prohibited by the US Constitution. 
 
 History: Originally enacted in 1965 as 63-3622(a). 
 
2.4.23  Other Federal and State Statutory Prohibitions 
 Description: Exemptions granted from state sales tax by other state statutes and by federal statutes, 

such as the American Red Cross, Amtrak, credit unions, Emergency 911, Federal 
Intermediate Credit Banks, Federal Land Banks, foreign diplomats, Idaho Health 
Facility Authority, Idaho Housing Authority, Idaho Life and Health Insurance 
Guaranty Association, Idaho Onion Commission, Idaho Potato Commission, Idaho 
Turnpike Authority, Idaho Wheat Commission, Junior College Dormitory Housing 
Authority, Production Credit Association, Regional Airport Authority, aircraft flights, 
and navigable water-based transportation. 

 
 History: Varies by statute. 
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2.4.24  Volunteer Fire Departments and Emergency Medical Service Agencies  Idaho Code  

63-3622O(1)(g) 
 Description: Exempts purchases by volunteer fire departments and emergency medical service 

agencies. 
 
 History: Enacted in 2002. 
 
2.4.25  Senior Citizens Centers  Idaho Code 63-3622O(1)(h) 
 Description: Exempts purchases by senior citizen centers. 
 
 History: Enacted in 2002. 
 
2.4.26  Blind Services Foundation, Inc.  Idaho Code 63-3622O(1)(i) 
 Description: Exempts purchases by Blind Services Foundation, Inc. 
 
 History: Enacted in 2004. 
 
2.4.27  Advocates for Survivors of Domestic Violence and Sexual Assault  Idaho Code  

63-3622O(1)(j) 
 Description: Exempts purchases by Advocates for Survivors of Domestic Violence and Sexual 

Assault. 
 
 History: Enacted in 2006 
 
2.4.28  Free Dental Clinics  Idaho Code 63-3622O(1)(k) 
 Description: Exempts purchases by dental clinics providing free dental services to children. 
 
 History: Enacted in 2006 
 
2.4.29  Museums  Idaho Code 63-3622O(1)(l) 
 Description: Exempts purchases by and admissions to nonprofit museums. 
 
 History: Enacted in 2006 
 


