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CONVENED:

Chairman Rice called the meeting of the Local Government and Taxation
Committee (Committee) to order at 3:05 p.m.

BUDGET
PRESENTATION:

Chairman Rice introduced Mr. Paul Headlee, Division Manager, Budget and
Policy Legislative Services Office (LSO), to present the Statewide budget
overview. Mr. Headlee described the model that Idaho uses to structure and
set the budget. The Idaho 2019 Legislative Budget Book (LBB) is the primary
reference document used by the Joint Finance-Appropriations Committee
(JFAC) in setting the Idaho State Budget. The Governor's recommendation
provides the Legislature with a side-by-side comparison of each agency's
budget request and the Governor's budget recommendation in a single,
inclusive document.
Mr. Headlee reviewed Section I, the State Budget Process, with emphasis on
the Idaho Decision Unit (IDU) Budget Model and its benchmarks, the Fiscal
Year (FY) 2019 and FY 2020 General Fund (Attachment 1).

DISCUSSION:

Senator Vick and Mr. Headlee discussed differences between the
maintenance budget request and the Governor's recommendation. Senator
Hill asked Mr. Headlee about zero-based budgeting - if it was automatic, what
the rationale was for using it, and how it would differ from the JFAC process.
Mr. Headlee explained how they analyzed the base and described how this
process differed in the private sector.
Senator Hill asked Mr. Headlee if analysts ever see something in the base that
may be advantageous for a legislator to focus on in terms of benefits, and if
they feel comfortable bringing that to the attention of legislators. Mr. Headlee
replied that they do from time to time look at certain items.
Vice Chairman Grow asked Mr. Headlee to elaborate more on Senator Hill's
question regarding the executive departments putting together the budget. He
asked if JFAC has the authority to reduce the budget even though something
in policy was already set. Mr. Headlee said there is some discretion, and his
office keeps track of them and then advises JFAC.
Vice Chairman Grow and Mr. Headlee discussed cash transfers. Mr. Headlee
said they do track all the cash transfers and sometimes they go into a reserve
fund.
Vice Chairman Grow asked if they have a schedule of the dedicated funds

that shows the increase or decrease in expenditures for the fiscal year from the
dedicated funds. Mr. Headlee said he would get one for him.
Vice Chairman Grow asked about the benefits of the Public Employee
Retirement System of Idaho (PERSI). One of the challenges across the nation
has been the unfunded portion of public retirement. Vice Chairman Grow
asked both for information on the percentage of Idaho's funded portion.
Senator Vick asked Mr. Headlee to explain how the Budget Stabilization Fund
is different than the Economic Recovery Reserve. Mr. Headlee explained the
Budget Stabilization Fund has a dedicated revenue source where there are
some automatic transfers into that fund.
BUDGET
PRESENTATION:

Chairman Rice introduced Keith Bybee, Deputy Division Manager, Budget and
Policy Analyst, LSO, to present budget specifics. Mr. Bybee said the State Tax
Commission has five budgeted programs. The largest proportion of funding
sources is the General Fund which is responsible for collecting income taxes
for individual income tax, corporate income tax, and beer and wine tax. Mr.
Bybee presented two budgets:
Budget #1 - The Board of Tax Appeals bill is funded primarily from the General
Fund. The 2018 Total Appropriation and Total Expenditures is $43,156,700.
The 2020 Agency Request is $45,422,800, which includes 6 new line items:
Improve Field Office Security, Batch Monitoring Services, Additional Processing
Staff, Taxpayer Services Positions, IT Help Desk, and Additional Auditors. The
Governors Recommendation is $44,818,500 (Attachment 2).
Budget #2 - Board of Tax Appeals. The 2018 Appropriation and Estimate was
$606,700. The 2018 Actual Expenditure was $577,200. The 2019 Appropriation
and Estimate were $608,600. The 2020 Board of Tax Appeals Request
is$630,200, and the Governor Recommends $639,900. The 2018 State Tax
Commission Total Appropriation was $45,381,200, and the Actual amount
was $43,156,700. In 2019 the Appropriation and Estimated Expenditures
was $43,750,200. For Fiscal Year 2020 the State Tax Commission requests
an appropriation of $45,422,800. The Governor recommends $44,818,500.
(Attachment 2)
Chairman Rice said he noticed the govenor was recommending 11 fewer
positions than were budgeted last year, and he asked Mr. Bybee if he knew
what areas those positions or cuts are recommended to come from. Mr. Bybee
replied that the plan is to take the current technology division, which is set up in
the State Tax Commission, and move them over into the Office of Information
Technology Services (IT), which is organized into the Governor's Office. This
will consolidate the function so the State is saving by not having each individual
agency have their own IT.
Senator Vick asked Mr. Bybee if the towns with a resort tax send some funds
to the tax commission to help them with paperwork. He also asked if the county
sends anything to help with property tax administration. Mr. Bybee responded
that the property tax from the counties doesn't offer any support in code. The
State is statutorily obligated to help the counties. They receive a General Fund
appropriation to help the county support the work that the Tax Commission
does.
Mr. Bybee said the Board of Tax bills are funded only with General Funds,
though this year the Governor dedicated a small portion of the fund identified
in Attachment 1.
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PAGE
INTRODUCTION:

Chairman Rice welcomed the Committee page, Mariya Ricks, and asked her
to provide a personal introduction. Ms. Ricks said she is from Shelley, Idaho.
Since Ms. Ricks is home schooled she's able to continue doing her work online
as she has in the past. She loves the arts and loves drawing and music and
wants to study illustration at Brigham Young University (BYU).

ADJOURNED:

There being no further business, Chairman Rice adjourned the meeting at
4:45 p.m.

___________________________
Senator Rice
Chair

___________________________
Carol Waldrip
Secretary
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AMENDED AGENDA #1

SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE
3:00 P.M.
Room WW53
Wednesday, January 16, 2019
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DESCRIPTION

PRESENTER

Docket No.
35-0101-1801

Relating to Income Tax Administrative Rules

Cynthia Adrian, Idaho
State Tax Commission

Docket No
35-0101-1804

Relating to Income Tax Administrative Rules

Cynthia Adrian, Idaho
State Tax Commission

Docket No
35-0201-1801

Relating to Tax Commission Administrative and
Enforcement Rules

Cynthia Adrian, Idaho
State Tax Commission
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NOTE:
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CONVENED:

Chairman Rice called the meeting of the Senate Local Government and Taxation
Committee (Committee) to order at 3:00 p.m.

PASSED THE
GAVEL:

Chairman Rice passed the gavel to Vice Chairman Grow.

DOCKET NO.
35-0101-1801

Relating to Income Tax Administrative Rules. Cynthia Adrian, Income Tax
Policy Specialist, Idaho State Tax Commission (ISTC), explained each rule and
the purpose for ISTC's recommended changes or removals. She reported that
the majority of ISTC's rules were due to statutory requirements and many tax
regulations specific to past years were stricken as well.

DISCUSSION:

Ms. Adrian said Rule 015 clarified the uncodified provisions to Idaho tax payers
and explained that federal law was included when they calculated Idaho taxable
income. Chairman Rice asked if there was a court case which interpreted the
definition and if there was a difference between what they see and Idaho code. Ms.
Adrian responded there was an Idaho Supreme Court case called the Sapporo Stall
case. Taxpayers assumed uncodified provisions did not apply to calculating Idaho
taxable income. Senator Lakey asked if she could expand on the term "codified
provisions". Ms. Adrian explained that codified provisions are public laws that go
into effect and those provisions aren't actually incorporated into the code, and they
may not be in a code book. They can be found on the legislative website. Senator
Hill clarified that their intent was not to change the rule but to change the definition
of the uncodified provisions and asked for further clarification on the definition of
uncodified provisions and if they were conforming to federal laws. Ms. Adrian
responded that they were conforming to anything prospective from federal entities.
Senator Hill asked if she would include the phrase in the statute so that they were
consistent. She explained the federal tax return will effect the phrasing, and they will
change the language in the conformity bill. Senator Burgoyne expressed concerns
with cross referencing interpretations from multiple federal agencies. Chairman
Rice agreed and said the entire definition should be a matter for code, not rule.
Ms. Adrian reported that Rule 017 was new and informed taxpayers who have §
965 repatriation income to report on an Idaho return. What they wanted, she said,
was to inform taxpayers on § 965 repatriation for their Idaho return, even though it
was not on IRS form 1120. Senator Burgoyne commented that the provision was
needed to report in 2018 for 2017 taxes and only for that year.

TESTIMONY:

John McGowan, representing himself and who stated he was a local tax attorney
and Certified Public Accountant (CPA), testified in response to a question from
Senator Lakey, that utilizing the uncodified Internal Revenue Code was the current
practice and if they did not adopt the proposed rule, an argument could be made
against adhering to the uncodified rule.

DISCUSSION:

Senator Burgoyne said he believed there was not enough evidence to adopt the
rule and asked they focus further on the legislative conformity. Senator Vick asked
if Mr. McGowan had an opinion on the next provision. Mr. McGowan responded
that it was appropriate to leave the proposed rule. Chairman Rice said he thought
they needed to change the rule to ensure the completeness and accurateness of
any definition rather than relying on clarifications. He thought they should look at
proposing them as parts of the conformity bill, not as a rule. Senators Lakey,
Hill, and Burgoyne discussed their concerns regarding the wording. Senator Hill
recognized the immediate need for the bill to help people and software companies
prepare their returns.

MOTION:

Chairman Rice moved that Docket no. 35-0101-1801 be held subject to the call of
the chair. Senator Lakey seconded the motion. The motion carried by voice vote.

DOCKET NO.
35-0101-1804

Relating to Income Tax Administrative Rules. Ms. Adrian reported there was
a subsection added to explain the donation of a property. Vice Chairman Grow
asked if the rule applied to Limited Liability Companies. She replied that it was
possible if they were taxed as a partnership.

MOTION:

Senator Hill moved to approve Docket No. 35-0101-1804. Senator Lakey
seconded the motion. The motion carried by voice vote.

DOCKET NO.
35-0201-1801

Relating to Income Tax Administrative Rules. Ms. Adrian explained that the
change regarded the interest rate determined by the Internal Revenue Service. She
noted that changes are required every year.

MOTION:

Senator Vick moved to approve Docket No. 35-0201-1801. Vice Chairman Grow
seconded the motion. The motion carried by voice vote.

PASSED THE
GAVEL:

Vice Chairman Grow passed the gavel to Chairman Rice.

ADJOURNED:

There being no further business, Chairman Rice adjourned the meeting at 3:45
p.m.

___________________________
Senator Rice
Chair
___________________________

___________________________
Carol Waldrip
Secretary
___________________________
Bryce DeLay
Assistant Secretary
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Thursday, January 17, 2019
SUBJECT

DESCRIPTION

PRESENTER

Docket No.
35-0102-1801

Relating to Sales and Use Tax
Administrative Rules

Tom Shaner, CPA
Tax Policy Manager
Idaho State Tax Commission

Docket No.
35-0102-1802

Relating to Sales and Use Tax
Administrative Rules

Tom Shaner, CPA
Tax Policy Manager
Idaho State Tax Commission

Docket No.
35-0102-1803

Relating to Sales and Use Tax
Administrative Rules

Tom Shaner, CPA
Tax Policy Manager
Idaho State Tax Commission

Docket No.
35-0106-1801

Relating to Hotel/Motel Room &
Campground Sales
Tax Administrative Rules

Tom Shaner, CPA
Tax Policy Manager
Idaho State Tax Commission

Docket No.
35-0109-1801

Relating to Idaho County Option Kitchen
and
Table Wine Tax Administrative Rules

Tom Shaner, CPA
Tax Policy Manager
Idaho State Tax Commission

Docket No.
35-0110-1801

Relating to Idaho Cigarette and Tobacco
Products
Tax Administrative Rules

Tom Shaner, CPA
Tax Policy Manager
Idaho State Tax Commission

Docket No.
35-0110-1802

Relating to Idaho Cigarette and Tobacco
Products Tax Administrative Rules

Tom Shaner, CPA
Tax Policy Manager
Idaho State Tax Commission

Docket No.
35-0114-1801

Relating to Prepaid Wireless E911 Fee
Administrative Rules

Tom Shaner, CPA
Tax Policy Manager
Idaho State Tax Commission
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CONVENED:

Chairman Rice called the meeting of the Senate Local Government and Taxation
Committee (Committee) to order at 3:00 p.m.

PASSED THE
GAVEL:

Chairman Rice passed the gavel to Vice Chairman Grow.

DOCKET NO.
35-0102-1801

Idaho Sales & Use Tax Administrative Rules. Tom Shaner, Tax Policy Manager,
Idaho State Tax Commission (Commission), said the proposed changes revise
language in Idaho Code § 63-3622GG, regarding exempted parts installed in
nonresident aircraft. He explained this issue has not been addressed in rule. The
proposed rulemaking would add clarifying language regarding which parts are
exempt. Mr. Shaner said the rules cross reference exemption for parts installed in
non-resident aircraft in Idaho Code § 63-3613. Mr. Shaner explained Idaho Code
§ 63-3619 requires the Commission to provide retailers with schedules for tax
collection on sales which involve a fraction of a dollar and updates current practices.
Mr. Shaner affirmed there was no fiscal impact to the General Fund. There is no
incorporation by reference. Negotiated rulemaking was conducted.

MOTION:

Senator Burgoyne moved to approve Docket No. 35-0102-1801. Chairman Rice
seconded the motion. The motion carried by voice vote.

DOCKET NO.
35-0102-1802

Idaho Sales & Use Tax Administrative Rules. Mr. Shaner said the Docket
provides guidance on where a taxpayer can find information about the administrative
appeals process available to them. The proposed rulemaking will add reference to
additional areas within Idaho Code Administrative Rules, specifically, Idaho Code
§§ 63-3626, 63-3621, 63-3633, and 63-3634 with a reference to Idaho Code § 121
and Idaho Administrative Procedure Act (IDAPA) 53.02.02: "The Tax Commission
Administration and Enforcement Rules."
Mr. Shaner said specific topics relating to motor vehicles including gifts, military
personnel and exemptions were discussed. The proposed rulemaking updated
the rule to reflect changes regarding a tax exemption claim removal and a new
form created for gift transfers. The form name will be updated and given statutory
reference.
Mr. Shaner stated the proposed rulemaking adds guidance that directs financial
institutions to obtain a permit if they are collecting sales taxes. They can then
properly report the tax collected.

Mr. Shaner affirmed that there was no fiscal impact to the General Fund. There is
no incorporation by reference. Negotiated rulemaking was conducted.
DISCUSSION:

Senator Burgoyne asked if there were references to vessels and non-resident
Limited Liability Companies (LLCs) in other sections. Mr. Shaner said he did not
know but could provide the information. Chairman Rice asked how soon the
Committee could have an answer to Senator Burgoyne's question regarding
vessels. Mr. Shaner stated that he could have that information quickly. Senator
Nye asked about language consistency and the use of "vessels" in this Docket. Mr.
Shaner replied there may have been an oversight, but it was not intentionally done.
Senator Lakey asked if the word "aircraft" should be added. Mr. Shaner replied he
did not know and would provide information in the near future.
Chairman Rice asked if a non-resident could form an LLC, or other legal entity
formed under the laws of another state, to bypass the statute. Mr. Shaner replied
in the negative; taxes would be triggered by getting a license at the Department of
Motor Vehicles (DMV).
Chairman Rice asked if the State would also treat a canoe under the same
circumstances. Mr. Shaner replied he did not know and would provide information
in the near future. Senator Burgoyne asked if there was a statutory basis for the
language used. Mr. Shaner responded that the other rules would give clarification.
Mr. Shaner proposed a rule making change, relating to county assessors and
financial institutions, that sales taxes are turned over to the Commission if they are
collected as part of financing a vehicle or vessel.
Mr. Shaner stated a few credit unions had put the sales commission and sales tax
in a lump sum which was then presented to the Commission. This lowered the
efficiency of the Commission as they had to determine the sales tax value from the
lump sum.
Senator Lakey asked why financial institutions needed a sellers permit, what the
process was to get a permit, and if there was a fee. Mr. Shaner said it would make
the Commission more efficient, the process was online, and there was no fee with
the permit. Chairman Rice asked if all banks who provided loans on cars are
required to have a sellers permit. Mr. Shaner replied in the negative. Chairman
Rice asked if there was a statute stating whether or not financial institutions could
be required to use forms instead of applying for a permit. Mr. Shaner replied in the
negative.
Senator Burgoyne asked what kind of transactions involved financial institutions
remitting taxes to the Commission, what kind of tangible personal property is being
discussed, and what the nature of those transactions are. Mr. Shaner replied in the
context of the rule change, it was limited to whether or not a financial institution was
acting as a retailer. The change would not be dealing with repossessed or resold
cars.
Senator Burgoyne and Mr. Shaner discussed how the Commission could be
more efficient with better policies.

MOTION:

Senator Lakey moved that Docket No. 35-0102-1802 be held subject to the call of
the Chair. Senator Burgoyne seconded the motion. The motion carried by voice
vote.
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DOCKET NO.
35-0102-1803

Idaho Sales & Use Tax Administrative Rules. Mr. Shaner explained that Docket
No. 35-0102-1803 amends the Idaho Sales Tax Act to provide a presumption that
under certain conditions, out-of-state retailers making sales to Idaho customers are
retailers engaged in business in Idaho. It revises language to reflect the rulemaking
and includes a list of entities that must overcome the presumption defined by Idaho
Code § 63-3611 and a statutory reference. Mr. Shaner said the rulemaking change
also updates Idaho Code § 63-3621 which includes the use of food or beverages
donated to individuals or nonprofit organizations.
Mr. Shaner stated the updates also amend the exemption for Research and
Development at the Idaho National Laboratory (INL) and include language revisions
to conform to Idaho Code including a statutory reference. Mr. Shaner explained
the changes which apply to the current National Automobile Dealers Association
(NADA) standard "Clean Retail Value." and provide clarity about how these are
reviewed and valued by the Commission. Mr. Shaner said the proposed changes
clarify the language in a list form required to satisfy a refund claim. They also
provide description and guidance claim forms. The language is updated to conform
to the statute.
Mr. Shaner affirmed there is no fiscal impact to the General Fund. There is no
incorporation by reference. Negotiated rulemaking was conducted.

DISCUSSION:

Senator Burgoyne asked if the language in Docket No. 35-0102-1803 was
informational. Mr. Shaner replied in the affirmative and that it was also part of
H 578 (2018). Mr. Shaner listed changes in section 106.05b and 106.05c for
either a low bill of sale or no bill of sale. The DMV uses the NADA guide to
determine "Average Trade-in Price", including photographs, the vehicle itself, and
documentation with a statement of reason of sale. Chairman Rice asked for the
definition of "dramatic difference" and why the Commission should go with the
average. Mr. Shaner replied the Commission would be more efficient if it used the
average. Senator Lakey said he was not sure this was the best way to carry out
this particular policy. Senator Hill said he supports the rule change.
Chairman Rice commented on a distinction regarding the no bill of sale or barter
situations and agreed with Senator Hill. However, regarding a bill of sale, these
were major changes for section 106.05b and for section 106.05c and section
106.05d there were improvements. He expressed concern that tax payers would be
charged a higher sales tax rate by creating presumptions of a value that contradicts
their bill of sale.
Senator Burgoyne asked if the changes would make a common transaction
too complicated. Mr. Shaner said the rule change would increase efficiency of
the Idaho Department of Transportation (ITD) and DMV employees. Senator
Burgoyne asked if the changes prevent off-sets as originally written. Mr. Shaner
replied in the affirmative.

MOTION:

Chairman Rice moved to approve Docket No. 35-0102-1803, excluding section
106.05b. Senator Lakey seconded the motion. The motion carried by voice vote.
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DOCKET NO.
35-0106-1801

Hotel/Motel Room and Campground Sales Tax Administrative Rules. Mr.
Shaner presented Docket No. 35-0106-1801 stating the changes provide guidance
regarding the administrative appeals process. They also added references to
additional areas within Idaho Code and Administrative Rules.
Mr. Shaner indicated where a tax payer can find information regarding the
administrative process and that there is no fiscal impact to the General Fund. There
is no incorporation by reference. Negotiated rulemaking was not conducted.

MOTION:

Senator Vick moved to approve Docket No. 35-0106-1801. Senator Burgoyne
seconded the motion. The motion carried by voice vote.

DOCKET NO.
35-0109-1801

Idaho County Option Kitchen and Table Wine Tax Administrative Rules. Mr.
Shaner presented Docket No. 35-0109-1801 with the rule being amended to
change the term "wholesaler" to "distributor."
Mr. Shaner affirmed there is no fiscal impact to the General Fund. There is no
incorporation by reference. Negotiated rulemaking was conducted.

MOTION:

Senator Cheatham moved to approve Docket No. 35-0109-1801, Senator
Anthon seconded the motion. The motion carried by voice vote.

DOCKET NO.
35-0110-1801

Idaho Cigarette & Tobacco Products Tax Administrative Rules. Mr. Shaner
presented Docket No. 35-0110-1801 and said the proposals limit all wholesalers
that stamp cigarettes to an unused stamp inventory equal to two times their
average tax liability. He said bonded and unbonded wholesalers will have the same
limitations on their unused stamp inventory.
Mr. Shaner affirmed there is no fiscal impact to the General Fund. There is no
incorporation by reference. Negotiated rulemaking was conducted.

DISCUSSION:

Chairman Rice and Mr. Shaner discussed how stamp value is determined and
increased over time.

MOTION:

Senator Anthon moved to approve Docket No. 35-0110-1801. Senator
Cheatham seconded the motion. The motion carried by voice vote.

DOCKET NO.
35-0110-1802

Idaho Cigarette & Tobacco Products Tax Administrative Rules. Mr. Shaner
presented Docket No. 35-0110-1802 and stated the tax will amend all codes and
rules in the administrative appeals process, including requirements to file an appeal
and other steps prior to possible judicial review. Mr. Shaner said the changes will
correct the titles of "distributor" and "wholesaler" to match the statute.
Mr. Shaner affirmed there is no fiscal impact to the General Fund. There is no
incorporation by reference. Negotiated rulemaking was conducted.

MOTION:

Senator Burgoyne moved to approve Docket No. 35-0110-1802. Senator
Anthon seconded the motion. The motion carried by voice vote.

DOCKET NO.
35-0114-1801

Prepaid Wireless E911 Fee Administrative Rules. Mr. Shaner presented Docket
No. 35-0114-1801, and explained the proposed rule making will add references to
IDAPA section 121.
Mr. Shaner affirmed there is no fiscal impact to the General Fund. There is no
incorporation by reference. Negotiated rulemaking was conducted.
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MOTION:

Senator Anthon moved to adopt Docket No. 35-0114-1801. Senator Cheatham
seconded the motion. The motion carried by voice vote.

ADJOURNED:

There being no further business at this time, Vice Chairman Grow adjourned
the meeting at 4:17 p.m.

___________________________
Senator Rice
Chair

___________________________
Carol Waldrip
Secretary
___________________________
Jonathan von Nieda
Assistant Secretary

SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE
Thursday, January 17, 2019—Minutes—Page 5

AMENDED AGENDA #1

SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE
3:00 P.M.
Room WW53
Wednesday, January 23, 2019
SUBJECT

DESCRIPTION

PRESENTER

H 0013

Relating to Taxes - Amends existing law to update Tom Shaner,
references to the Internal Revenue Codes
Idaho State Tax
Commission

Gubernatorial
Appointment

Leland Heinrich
Leland Heinrich of Cascade, Idaho was
re-appointed to the Board of Tax Appeals to serve
a term commencing June 30, 2018 and expiring
June 30, 2021.

If you have written testimony, please provide a copy of it along with the
name of the person or organization responsible to the committee secretary
to ensure accuracy of records.
COMMITTEE MEMBERS
Chairman Rice

Sen Lakey

Vice Chairman Grow
Sen Hill

Sen Cheatham
Sen Burgoyne

Sen Vick

Sen Nye

Sen Anthon

COMMITTEE SECRETARY
Carol Waldrip
Room: WW50
Phone: 332-1315
email: sloc@senate.idaho.gov

MINUTES

SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE
DATE:

Wednesday, January 23, 2019

TIME:

3:00 P.M.

PLACE:

Room WW53

MEMBERS
PRESENT:

Chairman Rice, Vice Chairman Grow, Senators Hill, Vick, Anthon, Lakey,
Cheatham, Burgoyne, and Nye

ABSENT/
EXCUSED:

None

NOTE:

The sign-in sheet, testimonies and other related materials will be retained with
the minutes in the committee's office until the end of the session and will then be
located on file with the minutes in the Legislative Services Library

CONVENED:

Chairman Rice called the meeting of the Local Government and Taxation
Committee (Committee) to order at 3:00 p.m.

PASSED THE
GAVEL:

Chairman Rice passed the gavel to Vice Chairman Grow.

H 13

Tom Shaner,Tax Policy Manager, presented House Bill 13 (H 13) the annual bill
to conform to the Internal Revenue Code. As of January 1, 2018, this bill would
make the change effective January 1, 2019, which would enable the preparation
of the 2018 income tax returns. It would use the federal taxable income as a
starting point, allowing taxpayers to take the withholding amount from their Idaho
return. They would make adjustments that are required by Idaho law instead of
having to replicate work by preparing their federal income tax return first. The
fiscal impact of H 13 is estimated at $320,000, based on an estimation prepared
by the Joint Meeting of the House Revenue and Taxation Committee and Senate
Local Government Taxation Committee, then reduced by size to fit the Idaho
economy. Mr. Shaner respectfully requested that the Committee approve H 13
and send it to the floor with a do pass recommendation.
Senator Hill asked for clarification that the only changes being made through this
bill are changes from 2018, not changes resulting from federal law. Mr. Shaner
affirmed that these were the only changes. He stated they had done a trailer bill
when the February statutes were updated and they missed this. This bill will pick
up those changes.
Senator Hill asked why they had not exempted out the portion regarding
repatriated dividends since it wasn't adopted, and if it had any effect on the
tentative decision made last year not to allow the section 250 deduction. Mr.
Shaner stated there were a couple of separate conformity bills last year because
of the tax reform.
Senator Hill asked if by adopting H 13 the Committee would be conforming
to repatriating the dividends, or would they still have the decision to make in
another portion of the code. Mr. Shaner stated that in the conformity statute they
did conform to the 965 being counted as income. What he believed was being
referred to was in subtraction statute Idaho Code § 63-3022. They had them add
back the federal 250 deduction and then utilize the Idaho dividends deduction.
Senator Hill asked if there would be a future policy issue the Committee would
have to decide on. Mr. Shaner affirmed that was correct.

Vice Chairman Grow asked if the amended language was recognized in the
Idaho State Constitution. He asked for clarification regarding any financial impact
and if it was a part of the $320,000 budget. Mr. Shaner stated there was no
financial impact.
Senator Burgoyne asked if the definition in Idaho Code § 63-3041 is what the
Committee is conforming to. Mr. Shaner stated that they do adhere to other
provisions and there are six statutes that are involved with the conformity process.
Senator Burgoyne asked if, in the six statutes referred to, there were any
provision clarifying that by conforming to the code means we are conforming to
the federal decisional law to the internal revenue code, revenue rulings, and to
IRS regulations. Mr. Shaner stated to the end that the taxable income reported
each taxable year by a taxpayer per the internal revenue code to the internal
revenue service shall be the identical sum reported to the state subject only to the
modifications contained in the Idaho law.
Senator Hill opened a discussion to express his concerns and agreed with
Senator Burgoyne concerning Idaho Code § 63-3002. He commented that he
wanted to vote on conforming to the revenue code statute.
Chairman Rice commented regarding what's being done when there's an
adoption code section from another jurisdiction. He stated the interpretational
decisional law is informative to the court when making a decision interpreting that
code section.
Senator Burgoyne raised concerns about change in the federal courts and how
it will affect tax year 2019. Chairman Rice clarified that they weren't adopting
the decisional law, but it is used by the court in cases as interpretation. It is
not binding; it is authoritative but it never becomes part of the code of either
jurisdiction.
MOTION:

Senator Hill moved to sendHB 13 to the floor with a do pass recommendation.
Vice Chairman Grow seconded the motion. Motion carried by voice vote.

GUBERNATORIAL Chairman Rice took up the Gubernatorial appointment of Leland Heinrich to
APPOINTMENT:
the Idaho Board of Tax Appeals, commencing June 30, 2018, expiring June 30,
2021. Mr. Heinrich introduced himself. After completing six years on the Board of
Tax Appeals he has thoroughly enjoyed providing a resource for the taxpayer to
pursue appeals of their tax problems.
ADJOURNED:

There being no further business at this time, Chairman Rice adjourned the
meeting at 4:00 p.m.

___________________________
Senator Rice
Chair

___________________________
Carol Waldrip
Secretary
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CONVENED:

Vice Chairman Grow called the meeting of the Local Government and Taxation
Committee (Committee) to order at 3:03 p.m.

DOCKET NO.
35-0103-1801

Relating to Property Tax Administration. Alan Dornfest, Bureau Chief, Idaho
State Tax Commission (Commission), presented Docket No. 35-0103-1801. Mr.
Dornfest spoke regarding Rule 312 and related partial year assessments. The
rule provides counties with procedures for a partial year assessment of properties
that had previously been exempt. As of January 1, 2019, there was no longer
an exemption for government-owned property that was transferred to private
ownership.
Senator Vick asked if there was some reason this issue was brought to the county
prosecutors. Mr. Dornfest explained it was found to be a legal issue rather than a
valuation issue. Senator Burgoyne asked for clarification concerning controversy
over Rule 312 in the House of Representatives. Mr. Dornfest said his office had
reviewed the issue and they did not find any concerns.
Mr. Dornfest explained Rule 408, relating to procedures for assessors to request
the Commission re-examine the operating property values. Current rules state they
can only ask for a re-examination of final values, which are not set until the State
Board of Equalization (Board) completes its action at the end of August. There is
no procedure in place for the Board to exist after that time, so any re-examination
would need to wait until the following year. This rule would change the preliminary
values, making them available a month earlier to allow the statutory concern and
requirement be fulfilled.
Mr. Dornfest described Rule 610, relating to the homeowners exemption where
there are multiple property owners. Last year's revision specified if there is no
ownership interest dictated, and the property is owned with another party, it would
be a half split. This rule would always defer to the specified ownership if one was
provided.
Mr. Dornfest spoke regarding Rules 613 and 614, relating the provision for clearer
guidance for assessors to value agricultural land. Mr. Dornfest recommended the
Committee reject Rules 613 and 614 for further clarification.

Mr. Dornfest advised Rule 630 is being amended because H 591 passed in 2018,
adding centrally assessed operating property that could potentially qualify for this
exemption. The exemption allows a tax payer making a $1 billion investment
the possibility of being eligible for capping their taxable value in any county
at $400 million. Prior to the passage of that bill, the exemption was limited to
locally assessed property. The Commission put in the rule parallel procedures for
companies to apply directly. They would both grant and notify local officials, so
there would be a precise awareness of the entire system.
Mr. Dornfest explained Rule 709 is a companion rule that provides how much
property may be eligible for the circuit breaker property tax reduction program in
cases of multiple ownership.
Mr. Dornfest stated Rule 802 is being amended to clarify procedures for special
provisions for value increases and decreases. It would enable taxing districts to
have additional budget capacity. More property taxes are allowed under this law to
levy, if value is added to the new construction role. There are two rules on this issue.
Mr. Dornfest gave a detailed explanation on amendments relating to building
permits and construction pertaining to Rule 802. Vice Chairman Grow asked if
there are timing requirements regarding the building permit versus construction. Mr.
Dornfest confirmed there are timing issues regarding the provisional exemption.
DISCUSSION:

Senator Lakey and Mr. Dornfest discussed provisional exemptions. Senator
Burgoyne inquired if a piece of property comes into the revenue allocation area as
a consequence of formation of the district, or as a consequence of annexation after
the district is formed, do they figure the difference between then and the time of
dissolution. Mr. Dornfest confirmed this.
Mr. Dornfest continued to Rule 803, relating to procedures for taxing districts to
use when they submit property tax budget information to counties for approving
levies. He stated this rule clarifies additions and subtractions that must be shown
when there is replacement money or in lieu of monies. The example he gave was
solar farms, which pay an in-lieu tax instead of property tax. If a district receives
some of its budget from a solar or wind farm, it can not get money from property tax
as well. Also included in this rule are adjustments that were needed for H 559 tax exempt property, H 392 - energy tax, notification dates, and H 567 - cemetery
maintenance districts, all passed in March of 2018.
Mr. Dornfest spoke regarding Rule 804, relating to tax levy, certification and urban
renewal districts. He stated this rule tells assessors what to put in the base and
what to put in the increment value within urban renewal districts.

DISCUSSION:

Mr. Dornfest reported Rule 962 clarifies definitions related to classification of forest
land for property tax purposes. The process used to determine the forest land value
under the productivity option shall be as specified in Idaho Code § 63-1705. A
discussion ensued between Senator Nye and Mr. Dornfest regarding a change in
rule wording and an alternative method to establish productivity. Senator Burgoyne
and Mr. Dornfest discussed inspector proficiency in terms of these appraisals and
classes or accredited college courses that could be taken to become an inspector.
Senator Hill stated he wanted to revisit Rule 312 and asked Mr. Dornfest to explain
what it is they are trying to accomplish with the rule. Mr. Dornfest explained Rule
312 changes a government-owned property from exempt status to taxable status
when it is sold to a private person or organization. It becomes taxable quarterly and
the assessment is prorated accordingly.
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TESTIMONY:

Megan Conrad, attorney with Elam & Burke, spoke on behalf of the Redevelopment
Association of Idaho, which represents urban renewal agencies throughout the
state. This rule addresses the interplay between a revenue allocation area and
county property tax exemption in Idaho Code § 63-6002. She believes it provides
greater clarity and opportunity for unity and application and is consistent with the
statutes at issue.
Jeremy Pisca, attorney with Risch Pisca, PLLC, in Boise, stated he was there
representing PotlatchDeltic Corporation on Rule 962, the result of efforts of
the Committee on Forestland Taxation Methodology (Committee). Mr. Pisca
advised that Rule 962 did not change any valuation requirements. The bill came
to the Committee because there were assessors in north Idaho that changed a
parcel's productivity classification, and once those classifications changed, the
land owners received a tax increase. Previous legislation (H 462, 2018) instructed
the Committee to designate a process by which county assessors may change
a parcel's productivity classification and set forth requirements for landowner
notification, inspector qualifications and document retention. It then directed the
Commission to promulgate rules to implement the process. Rule 926 is the result of
those efforts by the Committee. A discussion ensued between Mr. Pisca, Senator
Nye, Senator Lakey, and Senator Burgoyne, regarding classification of the forest
and inspector qualifications.
Brian Stender, Canyon County Assessor, Assessor's Association Representative
on the Rules Committee, stated he attends the meetings when Mr. Dornfest
presents the rules. He is available in case additional clarity is required. No
additional clarification was requested.

MOTION:

Vice Chairman Grow moved to approve Docket No. 35-0103-1801, with the
exception of Rules 613 and 614 requested to be withdrawn by Senator Nye. The
original request was made earlier in the meeting by Mr. Dornfest. Senator Anthon
seconded the motion. The motion carried by voice vote.
A copy of the rules can be found on the Legislative website.
Vice Chairman Grow announced Docket No. 35-0103-1802 and Docket No.
35-0103-1803 would be rescheduled.

MOTION:

Senator Hill made a motion to adjourn for the day. Senator Nye seconded the
motion. The motion carried by voice vote.

ADJOURNED:

There being no further business at this time, Vice Chairman Grow adjourned
the meeting at 4:40 p.m.

___________________________

___________________________

Senator Rice

Carol Waldrip

Chair

Secretary
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CONVENED:

Chairman Rice called the meeting of the Local Government and Taxation
Committee (Committee) to order at 3:00 p.m.

GUBERNATORIAL
APPOINTMENT
VOTE:

Leland Heinrich, Cascade, Idaho, was re-appointed to the Board of Tax Appeals
to serve a term commencing June 30, 2018, expiring June 30, 2021.
Senator Hill moved to send the Gubernatorial appointment of Leland Heinrich
to the Board of Tax Appeals to the Senate floor with the recommendation he be
confirmed. Vice Chairman Grow seconded the motion. The motion carried by
voice vote.

H 14

Relating to Income Taxes - Amends Existing Law to Revise the Method
of Computing a Taxpayer's Net Operating Loss. Tom Shaner, Tax Policy
Manager, Idaho State Tax Commission (Commission), presented H 14. This
bill will make slight corrections to the tax reform measures of 2018. He noted
the legislature has already conformed to both items addressed in the bill. With
the passage of H 463 (2018), these edits make it easier to understand and
administer. There is no fiscal note since it was formed last year. The first item
is in Idaho Code § 63-3021, which pertains to the net operating loss statute.
They conformed to the limits set in Internal Revenue Service (IRS) Code 461.
He said the IRS adds that to the federal net operating loss, and since Idaho
does not conform to that net operating loss, it is in H 14 as an "add back".
He stated it would be easier to understand, and more efficient, if it were in
Idaho Code § 63-3022. This would allow people to subtract any amount
disallowed that was part of their operating loss and carry forward for federal
income tax purposes. A discussion ensued between Mr. Shaner and Senator
Hill regarding IRS Code 461.

MOTION:

Vice Chairman Grow moved to send H 14 to the floor with a do pass
recommendation. Senator Anthon seconded the motion. The motion carried
by voice vote.

H 15

Relating to Sales and Use Tax - Amends Existing Law to Provide an
Exemption from the Sales or Use Tax for any Fees Associated with Public
Records Requests. Tom Shaner, Tax Policy Manager, Idaho State Tax
Commission (Commission), presented H 15. Idaho Code § 63-3622 exempts
official documents from sales tax, while giving some qualifying guidelines for
when a fee would be charged. He explained an issue came up when people
were asking for photocopies of documents and were

charged sales tax on them. Mr. Shaner said in the interest of open government
and transparency, it was brought to the Commission's attention, and they
suggest a sentence be added for a tax exemption on photo copies. Chairman
Rice stated he wanted to make it clear there is not a legal violation or tax
evasion as long as the sales tax is paid correctly on the transaction. Mr.
Shaner replied it must be explicitly advertised to the customer what the price
is and the amount of tax, although it could be in small print. Senator Hill and
Senator Burgoyne voiced their opinions regarding the exemption on sales tax.
MOTION:

Senator Cheatham moved to send H 15 to the floor with a do pass
recommendation. Senator Lakey seconded the motion. The motion carried by
voice vote.

H 16

Relating to Income Tax - Amends Existing Law to Update Terminology
Regarding Employee Withholding Allowances and Withholding Allowance
Certificates. Tom Shaner, Tax Policy Manager, Idaho State Tax Commission
(Commission), presented H 16. It replaces the word "exemption" in Idaho
Code § 63-3035 with the word "allowance". The tax reform measures passed
last year that Idaho conform to H 463 (2018) made exemptions worth zero.
The legislature created the child tax credit to partially mitigate the loss of the
exemptions. The number of allowances are now used to represent the child tax
credits. This bill will not change the withholding process. He stated there is no
fiscal impact and it simply allows the Commission to deal with the withholding
based on the W-4 that an employee prepares.

MOTION:

Senator Burgoyne moved to send H 16 to the floor with a do pass
recommendation. Senator Hill seconded the motion. The motion carried by
voice vote.

H 17

Relating to Grocery Tax Credit - Amends Existing Law to Revise and
Update References to the Terminology used in the Internal Revenue Code
Regarding Dependent Deductions. Tom Shaner, Tax Policy Manager, Idaho
State Tax Commission (Commission), presented H 17. He explained they
deleted obsolete language in the number of allowances to represent the child
tax credits. There is no fiscal impact. Chairman Rice asked for clarification
regarding Section 152 of the IRS code that defines dependents, and if it is
based on providing over 50 percent of the support for individual children, elderly
parents, or something else. Mr. Shaner explained Section 151 was dealing
with personal exemptions and it refers to Section 152, where the dependents
are defined; they are eliminating IRS Section 151 and going directly to IRS
Section 152, since it has remained the same.

MOTION:

Senator Burgoyne moved to send H 17 to the floor with a do pass
recommendation. Senator Vick seconded the motion. The motion carried by
voice vote.

ADJOURNED:

There being no further business at this time, Chairman Rice adjourned the
meeting at 3:30 p.m.

___________________________
Senator Rice
Chair

___________________________
Carol Waldrip
Secretary
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CONVENED:

Senator Rice called the meeting of the Local Government and Taxation
Committee (Committee) to order at 3:14 p.m.

H 19

Relating to Income Taxes. Tom Shaner, Tax Policy Manager, Idaho State Tax
Commission (Commission) presented H 19, a bill related to income taxes. He
stated this bill would add a sentence to Idaho Code § 63-3029L, Idaho Child Tax
Credit (2018). This credit is available only to Idaho residents. The partial year
resident would receive a proportional credit reflecting the part of the year in
which they were domiciled in Idaho. The fiscal impact was incorporated in H 463
(2018), therefore this is a technical correction only. It was effective January 1,
2018, which coincides with the creation of the credit.

MOTION:

Senator Cheatham moved to send H 19 to the floor with a do pass
recommendation. Senator Anthon seconded the motion. The motion carried by
voice vote.

PASSED THE
GAVEL:

Chairman Rice passed the gavel to Vice Chairman Grow.

DOCKET NO.
35-0103-1802

Relating to Property Tax Administration Rules. Alan Dornfest, Property
Tax Policy Bureau Chief, Idaho State Tax Commission (Commission) presented
Docket No. 35-0103-1802, Rule 702, a new rule to implement provisions of
H 492 (2018). It provides an additional property tax reduction circuit breaker
benefit for veterans with 100 percent service related disabilities. The rule clarifies
that the benefit continues for a surviving spouse, provided that person remains
in the homestead first receiving the exemption. The rule further clarifies that
the surviving spouse may file on behalf of a deceased veteran who could have
applied and qualified by April 15th of that year.

MOTION:

Senator Hill moved to approve Docket No. 35-0103-1802. Senator Vick
seconded the motion. The motion passed by voice vote.

DOCKET NO.
35-0103-1803

Relating to Property Tax Administration Rules. Alan Dornfest, Property
Tax Policy Bureau Chief, Idaho State Tax Commission (Commission) presented
Docket No. 35-0103-1803, Rule 600. The rule is being amended to implement
the new provisional exemption enacted in H 559 (2018). The bill restricted the
exemption to property under renovation or construction, clarifying that existing
property not part of construction would remain on the tax rolls. Third party
ownership could apply for and receive the exemption.

DISCUSSION:

Chairman Rice and Mr. Dornfest discussed the statute of this rule. Chairman
Rice commented that this rule was re-stating the statute in a way that was not
clear.

MOTION:

Chairman Rice moved to reject Docket No. 35-0103-1803. Senator Hill
seconded the motion. The motion carried by voice vote.

ADJOURNED:

There being no further business at this time, Vice Chairman Grow adjourned the
meeting at 3:30 p.m.

___________________________
Senator Rice
Chair

___________________________
Carol Waldrip
Secretary
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CONVENED:

Chairman Rice Called the meeting of the Senate Local Government and Taxation
Committee (Committee) to order at 3:03 p.m.

H 25

Relating to Annexation: Amending Idaho Code § 50-222 to Provide
a Requirement Regarding Annexation of Certain Agricultural Land.
Representative Mike Moyle presented H 25, stating for years there has been
considerable discussion on annexation. Idaho is one of only four states that still
allow forced annexation. This creates a possibility of taxes increasing 40 to 50
percent without changing the use, and causes land to be turned into development
because the owner cannot afford the taxes. The compromise with this legislation is
land actively devoted to agriculture stays agriculture; it cannot be annexed by force,
only with written consent of the landowner. Regarding the concern over written
agreements not carrying forward, the landowner signs with the city and they provide
services; the agreement is binding into the future. Large agricultural tracts are not
using city services, and it is a benefit to leave them and not force annexation.

DISCUSSION:

Vice Chairman Grow stated often a piece of land will be sold as five acres, but
is actually 4.8 or 4.9 acres. He asked how the entire subdivision is protected if it
is surrounded by the city. Representative Moyle clarified the land must be five
acres or more to be protected. Vice Chairman Grow questioned what happens
if some in the area meet the criteria for protection from annexation and some do
not. Representative Moyle responded the city would be required to protect them,
perhaps using enclaves. When cities provide services, they are able to grow from
the center out.
Senator Nye inquired if he knew the opinion of the Attorney General.
Representative Moyle responded that the Attorney General's office believes forced
annexation is legal, which is a concern to him. Senator Nye further questioned if
five acres or more can currently be annexed by a city, which Representative Moyle
confirmed.
Senator Lakey stated he believed annexation as described to be rare, so his
question was regarding the emergency clause. Representative Moyle objected to
this statement, advising that it is not rare. He cited the situation in Middleton, where
it would have occurred if not for the city council. Often there is no recourse as they
cannot vote for the council until they are annexed. Senator Lakey asked the record
show that he represents several cities. Chairman Rice stated the conflict would be
noted. Senator Anthon asked the record show he was employed by a city as well.

TESTIMONY:

Jerry Mason, Counsel, Association of Idaho Cities (Association) stated the
Association did not wish to enter an objection to the proposal - they are neutral on
the matter. However, the Association did agree with Senator Lakey in the opinion
that the annexation of agricultural lands by cities is quite rare. Mr. Mason advised
there was no legal quarrel with the interpretation, it was about communication.
The goal was to help people who come to a hearing understand there can be no
opposition to something that has been legally consented to. Cities are not looking
for annexation of agricultural land; it occurs when someone seeks to change the
land use, or when it is surrounded and no longer viable as farmland. There are
provisions of Idaho Code, Title 50, Chapter 2, which provide steps whereby any
landowner who has agricultural land greater than five acres can petition the court
and is excluded from the city as a matter of right.

DISCUSSION:

Senator Lakey concurred with Representative Moyle regarding the written
agreement being permission of the owner and usually recorded and binding. Mr.
Mason stated they are only concerned with civility at a hearing where the owner
is third or fourth in a chain, and the original owner consented to annexation in
exchange for services. Senator Burgoyne advised if a property owner executes
a document consenting to annexation in the future, it binds their successors
depending on the wording of the document. He then inquired if there are such
agreements where the successor being bound is a matter of legal dispute. Mr.
Mason responded in his experience it does not happen because the property
owner has the public utilities they desired.

TESTIMONY:

Russ Hendrichs, Idaho Farm Bureau (Bureau) stated they are in support of H 25.
It is important to remember most of these farms were originally located outside of a
city, and the city has grown and encroached upon the farm. It is hard enough
to farm surrounded by city without the additional tax burden if annexed. Mr.
Hendrichs pointed out that page 2, section 4 of H 25 defines consent to annexation
and how it is binding upon heirs or subsequent purchasers.

DISCUSSION:

Representative Moyle explained how he had purchased property in the past
where there had been an agreement filed and recorded that whether the property
was divided it remained tied to those separate parcels. The express written
permission that is in the language now covers and follows the property. Cities do
annex property where consent was written and signed by someone else at a later
date. An example would be when Boise ran sewer lines south of town and did not
annex properties until years later. Some properties had changed many times and
were still annexed because they had a consent for when services were brought.
Cities need to move from the center out.

MOTION:

Senator Nye moved to send H 25 to the floor with a do pass recommendation.
Vice Chairman Grow seconded the motion.

DISCUSSION:

Senator Lakey stated he would be supporting the motion, and he appreciated the
follow up comments. Knowing the consent was binding on subsequent purchasers
was important. Senator Anthon advised the Committee of his work on annexation
matters. He stated in his current position in the last five to six years, city boundaries
have grown at 15 percent, all voluntary. There is value in building a consensus in
the community to the overall goals moving into annexation. Idahoans favor the
policy position to protect our farmland. He also believes this will assist attorneys
regarding consent for annexation, get them signed, notarized and recorded, and
give adequate notice to future property owners. He concluded it seemed good
policy with the various interests protected.

VOICE VOTE:

The motion to send H 25 to the floor with a do pass recommendation carried by
voice vote.
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ADJOURNED:

There being no further business, Chairman Rice adjourned the meeting at 3:34
p.m.

___________________________

___________________________

Senator Rice
Chair

Machele Hamilton
Secretary
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CONVENED:

Chairman Rice called the meeting of the Senate Local Government and Taxation
Committee (Committee) to order at 3:02 p.m.

S 1047

Repeals and Replaces Procurement Statute Idaho Code § 67-2807 Related
to Political Subdivision. Senator Lori Den Hartog, District 22, presented S
1047, a bill to repeal and replace the cooperative purchasing process for political
subdivisions. The current statute is outdated and does not serve the needs of
Idaho cities, counties and other political subdivisions. Several of those entities took
the opportunity to review state code related to state procurement processes, and
there has been legislation since that time to update those methods. S 1047 is
intended to provide a more streamlined and efficient process for those local units of
government.
Senator Den Hartog introduced Keith Watts, Legislative Chairman of the Idaho
Public Purchasing Association and Purchasing Manager for the city of Meridian.
Mr. Watts stated by combining multiple smaller government agencies, cities are
able to increase their purchasing power. When these cooperative agreements
are used, small and mid-sized towns, such as Melba or Rexburg, have the same
purchasing power as larger cities like Seattle or Los Angeles. Mr. Watts referred
to the National Association of State Procurement Officers and other government
sponsored co-ops the Committee might have heard of. The State is unable to use
them due to current statutes. Mr. Watts added that many for profit co-ops are no
longer accessible, and currently only nonprofit associations are available for our
political subdivisions to utilize.

MOTION:

Senator Anthon moved to send S 1047 to the floor with a do pass
recommendation. Senator Lakey seconded the motion. The motion carried by
voice vote.

H 62

Amends Idaho Code § 63-317 and Portions of Title 63, Chapter 7, to Apply
Existing Circuit Breaker and Disabled Veterans Residential Property Tax
Exemptions to the Occupancy Tax. Senator Burgoyne presented H 62, stating
the bill applies a property tax circuit breaker, along with the residential property
tax exemption, to the occupancy tax. This is available to 100 percent disabled
veterans. The occupancy tax substitutes for real property tax on a residence the
first year the residence is occupied. Senator Burgoyne stated it came to his
attention through a former Board of Tax Appeals member, Linda Pike, who wrote
him upon completion of a case she was involved in. The appellants had built a new
home which was assessed as new construction. They applied for a circuit breaker
and the Ada county clerk said a circuit breaker did not apply to occupancy tax.

They would have met all qualifications had it not been considered new construction.
The case was brought before the Board of Tax Appeals, and it was ordered that
the decision of the Idaho State Tax Commission (Commission) be upheld. A circuit
breaker is defined in Idaho Code § 63-701. 2019 property tax reduction income
brackets show a sliding scale; if income goes up, the circuit breaker benefit goes
down. The Commission has estimated the cost to the State of reimbursing the
counties for the circuit breaker program to be approximately $68,000.
MOTION:

Senator Vick moved to send H 62 to the floor with a do pass recommendation.
Senator Anthon seconded the motion. The motion carried by voice vote.

PASSED THE
GAVEL:

Chairman Rice passed the gavel to Vice Chairman Grow.

DOCKET NO.
35-0101-1801

Relating to Income Tax Administrative Rules. Cynthia Adrian, Income Tax
Policy Specialist, Idaho State Tax Commission (Commission), stated Rule 015 of
Idaho Code § 63-3004 clarifies how the Commission applies federal retroactive
provisions. The section also states that uncodified provisions of federal law are
included when calculating Idaho taxable income. It follows the provisions that were
upheld by the Idaho Supreme Court in the Zippora Stahl case.

DISCUSSION:

Chairman Rice stated the reason the docket had been previously held was
the internal revenue code definition portions being added regarding uncodified
provisions in federal law. He was not comfortable with the rules stating something
different from the statute.

MOTION:

Chairman Rice moved to approve Docket No. 35-0101-1801 with the exception of
subsection 02 of Rule 015. Senator Burgoyne seconded the motion.

DISCUSSION:

Senator Burgoyne related his concern with the words "any other provision of
federal law" which could be a non internal revenue code provision. There are
provisions of federal law and provisions of state law and this type of language could
include any relevant provision of federal law that might impact federal tax liability,
then by extension state liability.

VOICE VOTE:

The motion to approve Docket No. 35-0101-1801 with the exception of subsection
02 of Rule 015 carried by voice vote.

DOCKET NO.
35-0102-1802

Relating to Sales and Use Tax Administrative Rules. Tom Shaner, Tax
Manager, Idaho State Tax Commission (Commission), referred to administrative
appeals Rule 003. This section allows administrative relief as provided in Idaho
Code § 63-3626, § 63-3631, § 63-3633, § 63-3634 and § 63-3049, and is a standard
rule with reference to making the appeals process as uniform as possible. Mr.
Shaner proceeded to present Rule 107, noting that since the original presentation,
there had been additional written explanation provided. Code section references
were added, as well as updated form titles. Most of the previous questions dealt
with whether they were adding the word "motor" ahead of "vehicles", or in other
places taking the word "motor" out. In certain areas the statute is very specific to
motor vehicles, other places it includes any vehicle. Mr. Shaner continued that the
Commission had replaced "nation" with "country", and noted Senator Rice had
previously requested adding the word "vessels" in the non-resident statute Idaho
Code § 63-3622R.

DISCUSSION:

Senator Lakey questioned if all instances of changing "motor vehicle" to "vehicle",
including or not including vessels, was intentional based on code provision. Mr.
Shaner stated it was, that the Commission was trying to be consistent with the
definitions and related sections.
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Mr. Shaner then presented Rule 110, stating it was the financial institutions
themselves who prompted this rule change. Existing rules refer to retailers as being
the primary remitter of sales tax. When a financial institution, a bank or credit union,
collects sales tax as part of financing, they turn it in to the Commission without a tax
permit. Funds would then be received with no account number. This would clarify if
you collect and remit sales tax, you need to file using an account number.
Senator Lakey expressed his concern with having to get a permit as specified in
subsection 03 of Rule 110. As described in the rule, rather than a permit, it is really
an account number. An account number is not something that can be denied. He
asked that the Commission consider changing the terminology from "permit" to
"account number" as a consumer and business friendly perspective. Mr. Shaner
responded this had been discussed often, however, it is in statute. In reality, the
permit is a simple name and address with no fees and can be canceled at any time.
Senator Hill agreed with Senator Lakey, explaining he had filed for many sales
tax permits for clients and an explanation was always required that they were not
just getting permission to pay sales tax to the State. He stated his desire that
the Commission go through the statutes per the Governor's Executive Order, and
try to clean up some of the language in the rules. With the Commission's help
identifying the affected statutes, the Legislature could make policy decisions to
improve perception of the Commission.
MOTION:

Chairman Rice moved to approve Docket No. 35-0102-1802. Senator Hill
seconded the motion. The motion carried by voice vote.

PASSED THE
GAVEL:

Vice Chairman Grow passed the gavel to Chairman Rice.

ADJOURNED:

There being no further business, Chairman Rice adjourned the meeting at 3:30
p.m.

___________________________

___________________________

Senator Rice
Chair

Machele Hamilton
Secretary
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CONVENED:

Chairman Rice called the meeting of the Local Government and Taxation
Committee (Committee) to order at 3:00 p.m.

MINUTES
APPROVAL:

Senator Cheatham moved to approve the Minutes of January 15, 2019. Senator
Nye seconded the motion. The motion carried by voice vote.
Senator Burgoyne moved to approve the Minutes of January 23, 2019. Senator
Lakey seconded the motion. The motion carried by voice vote.

PAGE
GRADUATION:

Chairman Rice honored Page Mariya Ricks from Shelley, Idaho. He requested she
come to the microphone and introduce herself and tell the Committee what she had
learned. Ms. Ricks stated she had gotten to know the Senators on a personal level
which gave her a new perspective on government. She now realizes Senators are
normal people trying to make the best decisions possible.
Senator Burgoyne asked what she intended to do upon graduation. She replied
that ultimately she intends to go to Brigham Young University - Idaho and study
illustration, but for now she plans to work the summer and save money for college.
Senator Hill asked if she had a younger sibling we could look forward to also being
a page. She revealed she had nine younger brothers and sisters and her next
younger sister will most likely apply to be a page next year.
Chairman Rice expressed the gratitude of the Committee for her service by giving
her a letter of appreciation signed by the members. He then gave her several gifts
from the Committee as well as a letter of recommendation.

ADJOURNED:

There being no further business at this time, Chairman Rice adjourned the meeting
at 3:05 p.m.

___________________________

___________________________

Senator Rice
Chair

Machele Hamilton
Secretary
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CONVENED:

Chairman Rice called the meeting of the Local Government and Taxation
Committee (Committee) to order at 3:07 p.m.

PAGE
Chairman Rice introduced new Committee Page Lauren Pattee, of Eagle, Idaho.
INTRODUCTION: Ms. Pattee stated she enjoys snowboarding, skiing, and running. Senator Hill
requested she tell the Committee how she learned about the page program. Ms.
Pattee responded that Representative Gayann DeMordaunt had originally informed
her, and also Senator Grow who is her sponsor. The Committee welcomed Ms.
Pattee.
H 86

Legislation to Provide a Sales Tax Exemption for the Labor Cost of Adding
Accessories to a New Vehicle. Representative Mike Moyle, District 14,
presented H 86. He reported on a business owner he knew who sells All Terrain
Vehicles (ATVs) and was being audited. The owner was being charged sales tax on
services to install accessories to the ATVs. Representative Moyle contacted the
Idaho State Tax Commission (Commission) and was informed the way to fix the
problem was to take the ATV home, bring it back the next day, and there would be
no sales tax added. In his research, Representative Moyle discovered this was
a common practice known by many businesses. Therefore, he believes the fiscal
impact would be minimal. The bill simply states if you purchase accessories one
day, there will be no sales tax on installation the same day.

TESTIMONY:

Pam Eaton, President, Idaho Retailers Association, testified in support of H
86. Several dealers and retailers began being audited approximately five years
previously and were told they needed to charge sales tax on labor. This started a
conversation with the Commission to determine if the labor really was taxed, what
the language was truly saying, and if the audits were legitimate. The Commission
attempted to clarify the language, but this resulted in the tax being charged on
the same day, not charged if they returned at a later date. The Idaho Retailers
Association began telling their members how to get around the sales tax until it
became common practice. H 86 was written to clarify the issue.

DISCUSSION:

Senator Hill asked anyone from the Commission to come forward for questions.
Tom Shaner, a Tax Policy Manager with the Commission, came forward. Senator
Hill inquired if the change was a result of audit, or had sales tax always been
charged and we were now changing the policy. Mr. Shaner responded it was not a
change as much as clarifying the definition of purchase price. Tangible personal
property was taxable, and anything to prepare the product up to the sale date
was included.

Senator Hill thanked Mr. Shaner and reminded him that the Commission has been
requested to point out when definitions are not clear, where perhaps policymakers
could provide clarification. When a change in interpretation occurs due to an audit
or rule, the Committee needs to be aware in order to ensure the intent of the
legislature is followed.
Vice Chairman Grow stated it is unfortunate when people are forced to learn how
to get around the system. It is the Committee's responsibility to assure that the law
is properly stated, and services are not charged.
MOTION:

Vice Chairman Grow moved to send H 86 to the floor with a do pass
recommendation. Senator Burgoyne seconded the motion. The motion carried
by voice vote.

H 87

Clarifies Idaho Code § 63-602EE to Ensure that all Agricultural Operations are
Treated Consistently and Equitably when Agricultural Personal Property is
Assessed. Representative Mike Moyle presented H 87, a bill dealing with hop
equipment. In 2001, Representative Moyle, along with Representative Dolores
Crow, brought forward a bill that exempted agricultural equipment from personal
property tax. He explained that sometimes a bill's intent is not clear and will
be settled through rules and policies. With 44 different counties, there is the
possibility of issues being handled inconsistently throughout the state, and hops
was an example of that. Senator Hill had encouraged him to find a solution that
was equitable for all groups and solved issues before they occurred. H 87 was
the result, with clear intent and language. It removed the references to hops and
clarified that harvest and production equipment are exempt, enabling every county
to assess properly and equitably.

DISCUSSION:

Senator Burgoyne questioned how we end up with such disparity across the state.
Elected assessors at county level apply the law the way they believe it should be;
they are elected officials and allowed to do that.
Senator Hill questioned some of the language, stating he did not see this type of
language elsewhere in statute. Representative Moyle responded the intent was
to broaden the description of harvest production equipment. When the language
was narrow, the results were inconsistent with the hops production equipment; one
county declared it exempt, while others did not.

TESTIMONY:

Olivia Schroeder, Commissioner, Idaho Hop Growers Association, testified in
support of H 87. She relayed that hops have been grown in Idaho since the 1940s.
Roger Batt, Executive Director, Idaho Mint Growers Association, testified in
support of H 87. He stated they produce 1.8 million pounds of mint oil per year,
which is sold in markets nationally and internationally. They had growers who
received notification from their county that they would be required to pay taxes on
their harvesting equipment. In one of the counties, they had never previously paid
taxes on the equipment, and in another had not paid for 18 years. The Idaho Mint
Growers Association supports H 87 as it would create uniformity throughout the
state, as well as conform to the statute.
Marv Patton, Executive Director, Milk Producers of Idaho, testified in support of
H 87.
Bob Naerebout, Idaho Dairymen's Association, testified in support of H 87. He
relayed that Senator Anthon's county is one of the largest dairy counties in the
state, and what would be assessed there might be different than Canyon County.
There is a great need for clarification and they believe H 87 will provide that.
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Russ Hendricks, Idaho Farm Bureau, testified in support of H 87. He detailed
how tours had been set up for tax commissioners and personnel, legislators and
assessors, to look at equipment and determine what was appropriate to receive
the exemption under statute as originally envisioned. H 87 is a collaborative effort
among the state grower groups, the tax commission, and the assessors.
DISCUSSION:

Senator Burgoyne stated he believed H 87 to be consistent with the original intent
and he believes uniformity is important. He pointed out that personal property tax
should always be narrowly construed.

MOTION:

Senator Burgoyne moved to send H 87 to the floor with a do pass
recommendation. Senator Vick seconded the motion. The motion carried by voice
vote.

MINUTES
APPROVAL:

Senator Burgoyne moved to approve the Minutes of January 16, 2019. Senator
Vick seconded the motion. The motion carried by voice vote.
Vice Chairman Grow moved to approve the Minutes of January 17, 2019. Senator
Cheatham seconded the motion. The motion carried by voice vote.

PASSED THE
GAVEL:

Chairman Rice passed the gavel to Vice Chairman Grow.

DOCKET NO.
35-0101-1901

To Avoid Taxing Repatriated Dividend Income that had Previously Been
Included in Idaho Apportionable Income in a Prior Tax Year. Cynthia Adrian,
Tax Policy Specialist, Idaho State Tax Commission (Commission), presented
Docket No. 35-0101-1901, a temporary rule that would expire when the legislative
session ends. The Commission requested the rule be extended in order that a
proposed rule be brought next session. The rule relates to water's edge treatment
of dividends. Water's edge refers to a company that files a federal tax return with
income from the Pacific to the Atlantic, including foreign subsidiaries. They would
then be eligible to receive an 80 to 85 percent exclusion of foreign dividends.
However, the current rule makes it unclear what happens to the remaining 15 to 20
percent. Ms. Adrian stated the Commission agreed the language was unclear and
they would have a proposed new rule by next session.

TESTIMONY:

Jayson Ronk, Director, State Government Affairs, Micron Technology, testified in
favor of Docket No. 35-0101-1901. Mr. Ronk reported he had several meetings
with the Commission discussing the conflict created by the statute. He asked the
Committee to approve Docket No. 35-0101-1901 in order to allow the Commission
to bring a permanent rule forward next legislative session.

MOTION:

Chairman Rice moved to approve Docket No. 35-0101-1901. Senator Hill
seconded the motion. The motion carried by voice vote.

PASSED THE
GAVEL:

Vice Chairman Grow passed the gavel to Chairman Rice.

ADJOURNED:

There being no further business at this time, Chairman Rice adjourned the meeting
at 3:43 p.m.

___________________________

___________________________

Senator Rice
Chair

Machele Hamilton
Secretary
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CONVENED:

Vice Chairman Grow called the meeting of the Local Government and Taxation
Committee (Committee) to order at 3:07 p.m.

H 103

Relating to Property Tax Levy Elections; Amending § 34-439A, Idaho Code, to
Revise Provisions Regarding Disclosures in elections to Authorize a Property
Tax Levy. Representative Doug Ricks presented H 103, stating it was a simple
bill that would add a paragraph to the laws that govern levies. The Secretary of
State's office provides a form that county clerks use to generate levy ballots. They
are all very similar, but nowhere do they indicate the actual cost to a taxpayer. H
103 seeks to clarify that.

DISCUSSION:

Senator Nye questioned if it is possible to know what the actual cost would be with
all exemptions. Representative Ricks responded that at the time of the question,
at current conditions, cost could be created by a formula which the Secretary of
State's office would include on the form for county clerks. County clerks would
write the language using the information from the Secretary of State's office when
it was time to generate the levy ballot.
Senator Burgoyne thanked Representative Ricks for bringing H 103 to the
Committee. He related he had carried similar legislation previously and wondered
how Representative Ricks would respond to adding a requirement that the ballot
indicate whether it is a new tax as opposed to a replacement of an existing levy.
Representative Ricks pointed out the many different types of levies - supplemental,
operational, maintenance - which would make it complicated to print a formula, yet
there was nothing specifically prohibiting the information being on the ballot. He
clarified the goal was to educate homeowners, not lead them to believe there will
be no additional cost. A school district retiring a levy could print that on a ballot.
Senator Hill thanked Representative Ricks, reiterating nothing in the law prohibits
additional information from the ballot. The question is, how much control does
a school district have on other information printed or how the ballot is worded,
if the Secretary of State's office provides the template. Representative Ricks
responded he did not know unequivocally. In his work with the Secretary of State's
office, the concern was regarding where the language would be printed. Looking
at a tax assessment, there can be more than one levy listed. The goal was to err
on the side of simplicity.

TESTIMONY:

Brian Stetzman, private citizen, Iona, Idaho, testified in favor of H 103, believing it
to be a simple disclosure bill. When taxpayers vote they would see the tax in terms
they are most likely to understand: taxable value, not market value. H 103 passed
the House of Representatives as is and the desire is to keep it simple. Historical
information gives a false impression that a levy goes forever, and selecting only
particular information does not give context. Mr. Stetzman stated he was opposed
to any changes to H 103.

DISCUSSION:

Senator Nye questioned the amount disclosed to the taxpayer. The average annual
cost of a proposed levy is per $100,000, however, it also states the time length of
the levy. If a taxpayer pays $100 per year for 30 years, would the disclosure be
$3000 or $100. Mr. Stetzman replied that most supplemental levies are for two
years so the $100,000 taxable value is on a per year basis.

TESTIMONY:

Karen Echeverria, Executive Director, Idaho School Boards Association
(Association), stated there are 600 members across the state. They request
the Committee send H 103 to the amending order. The Association supports
transparency and the merits of the bill but believe it will create confusion. Ms.
Echeverria indicated the reason H 103 passed unanimously in the House was due
to a miscommunication which erroneously led them to believe it would be withdrawn
and a floor note was not sent to House members. The Association's suggested
language would allow the district to indicate if they were replacing an existing levy
with an increase or decrease, or no increase in assessed value. While that language
may seem cumbersome for the bill, only one would actually show on the ballot.

DISCUSSION:

Vice Chairman Grow disclosed to Ms. Echeverria that he had served on the
West Ada school board for two terms. He wished to clarify her intent to indicate
that asking for another levy may be replacing one, showing the net increase and
not having it appear as a one-time occurrence. Ms. Echeverria replied they
have no problem showing cost of the previous levy, cost of the current levy, and
the net increase.

TESTIMONY:

Michael Law, private citizen, Kuna, Idaho, testified in support of H 103. Mr. Law
informed the Committee he was a former Kuna school board member and felt it
important to leave out the increase or decrease wording. Every new levy is an
increase, and the ballot should simply say how much per $100,000 it will cost
the taxpayers per year.

DISCUSSION:

Senator Burgoyne stated his positive opinion of H 103 while also feeling favorable
to the amendment. He believes H 103 to be what his constituents want.

MOTION:

Senator Burgoyne moved to send H 103 to the 14th Order of Business for possible
amendment. Senator Nye seconded the motion.

DISCUSSION:

Senator Hill acknowledged there is merit in having more disclosure, and enabling
people to understand what they are voting for. He does believe in giving county
clerks leeway, and believes them to be cooperative.

SUBSTITUTE
MOTION:

Senator Hill moved to send H 103 to the floor with a do pass recommendation.
Senator Vick seconded the motion. The motion carried by voice vote.

H 91

Relating to Development Impact Fees; Amending § 67-8203, Idaho Code, to
Revise a Definition and to Make Technical Corrections; and Declaring an
Emergency. Senator Lori Den Hartog presented H 91, with the purpose to clarify
confusion regarding public charter schools and impact fees assessed by local
entities. Impact fees may be assessed by a local highway district or city when a
school is under construction. Some local entities assess those fees while others do
not. Our district schools have the ability to be exempted from impact fees at the
time of construction and H 91 adds the definition that allows for public charter
schools to potentially be exempt as well.
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Senator Den Hartog clarified the emergency clause in H 91, stating it would be in
effect for one Meridian charter school only. The school has existed in Meridian for
several years and has a new building under construction. They paid impact fees to
the county highway district, who stated they did not have the leeway to not assess
them under current law. They worked to help develop H 91.
DISCUSSION:

Senator Hill requested assurance from Senator Den Hartog that H 91 exempts
from impact fees only, not any other provisions in the code. Senator Den Hartog
pointed out that H 91 allows the entity with a local ordinance related to traffic impact
fees to exempt them. It does not require the local entity exempt them, and requires
them to treat all public schools the same.
Vice Chairman Grow questioned the retroactivity of H 91 regarding the charter
school under development in Meridian. Does the retroactive emergency clause
affect the specific Meridian charter school alone, or how many other charter schools
that have paid development impact fees in the past will be affected. Senator Den
Hartog assured the Committee that no other public charter school is affected.

MOTION:

Senator Burgoyne moved to send H 91 to the floor with a do pass
recommendation. Senator Hill seconded the motion. The motion carried by voice
vote.

MINUTES
APPROVAL:

Senator Vick moved to approve the Minutes of January 24, 2019. Senator
Cheatham seconded the motion. The motion carried by voice vote.
Senator Nye moved to approve the Minutes of January 29, 2019. Senator Hill
seconded the motion. The motion carried by voice vote.
Senator Hill moved to approve the Minutes of February 5, 2019. Senator
Burgoyne seconded the motion. The motion carried by voice vote.

ADJOURNED:

There being no further business at this time, Vice Chairman Grow adjourned
the meeting at 3:47 p.m.

___________________________

___________________________

Senator Grow
Vice Chair

Machele Hamilton
Secretary
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AGENDA

SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE
3:00 P.M.
Room WW53
Tuesday, March 05, 2019
SUBJECT

DESCRIPTION

PRESENTER

H 160

Relating to Purchasing by Political Subdivisions;
Representative Gerald
To Provide that a Sole source Declaration may be Raymond
without an Emergency Declaration

H 161

Relating to Purchasing by Political Subdivisions;
To Provide for the Posting of Notice for
Solicitations of Information Technology

Representative Gerald
Raymond

H 165

Relating to Income Tax Refunds; To Provide for the
Designation of an Income Tax Refund or Payment
to Certain Trust Accounts and Revise Provisions
Regarding Minimum Collection Thresholds

Representative Jim
Addis on behalf of
Representative Mike
Moyle

PRESENTATION: Idaho Rural Partnership's Efforts to Stimulate
Community and Economic Development in Rural
Idaho

Jon Barrett, Executive
Director, Idaho Rural
Partnership

Minutes

Approve the Minutes of January 31, 2019

Senator Nye

Minutes

Approve the Minutes of February 7, 2019

Senator Lakey

Minutes

Approve the Minutes of February 13, 2019

Senator Cheatham

If you have written testimony, please provide a copy of it along with the
name of the person or organization responsible to the committee secretary
to ensure accuracy of records.
COMMITTEE MEMBERS

COMMITTEE SECRETARY

Chairman Rice

Sen Lakey

Machele Hamilton

Vice Chairman Grow

Room: WW50

Sen Hill

Sen Cheatham
Sen Burgoyne

Sen Vick

Sen Nye

Sen Anthon

Phone: 332-1315
email: sloc@senate.idaho.gov

MINUTES

SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE
DATE:

Tuesday, March 05, 2019

TIME:

3:00 P.M.

PLACE:

Room WW53

MEMBERS
PRESENT:

Chairman Rice, Vice Chairman Grow, Senators Hill, Vick, Anthon, Lakey,
Cheatham, Burgoyne, and Nye

ABSENT/
EXCUSED:

None

NOTE:

The sign-in sheet, testimonies and other related materials will be retained with
the minutes in the committee's office until the end of the session and will then be
located on file with the minutes in the Legislative Services Library.

CONVENED:

Chairman Rice called the meeting of the Local Government and Taxation
Committee (Committee) to order at 3:01 p.m.

H 160

Relating to Purchasing by Political Subdivisions; To Provide that a
Sole Source Declaration may be without an Emergency Declaration.
Representative Jerald Raymond, District 35, presented H 160, brought to him by
the Idaho Education Technology Association. Political subdivisions in the state are
bound by Idaho Code § 67-2806 requiring they seek competitive bids for goods and
services benefiting their citizens. One exception is an emergency declaration with a
Board of County Commissioners authorizing spending to mitigate the emergency.
The second exception is a sole source declaration indicating only one vendor
capable of providing the goods or services. H 160 allows a sole source declaration
to be made, absent an emergency declaration. It would remain a transparent public
process, allowing for a technical correction with no impact on State or local funds.

DISCUSSION:

Senator Hill stated that originally there had to be an emergency declaration and
questioned why the provision was in statute. He wished to understand why it was
there before making a decision to remove it. Representative Raymond responded
there had never been a need for a sole source emergency declaration, which is the
confusion they are attempting to alleviate with H 160.

MOTION:

Senator Hill moved to send H 160 to the floor with a do pass recommendation.
Vice Chairman Grow seconded the motion. The motion carried by voice vote.

H 161

Relating to Purchasing by Political Subdivisions; To Provide for the Posting
of Notice for Solicitation of Information Technology. Representative Raymond
presented H 161, on behalf of the Education Technology Association. When a
political subdivision seeks to procure information technology equipment in excess of
$100,000, Idaho code requires two notices soliciting bids be published in the official
newspaper of the political subdivision two weeks prior to the bid opening date.
Representative Raymond referred to a handout titled "West Ada School District Elementary Wireless RFP Evaluation." He related he had done an internet search
for "RFP for wireless equipment" and there were extensive results available, with
the example shown (see attachment 1). The request for proposal was sent in
November 2016 and the district opened responses on January 13, 2017. They
received six bids in excess of $100,000. The information received included the
total price along with the cost of licensing and support, professional services,
training, and miscellaneous expenditures. The report also shows how the bids were
reviewed, how they were ranked, and who was awarded the bid.

Representative Raymond pointed out that H 161 is narrowly defined, as it is for
purchases over $100,000 only. However, it is broad in coverage, as it is not just
for school districts but also counties, cities, or any political subdivision seeking
to purchase equipment. H 161 remains a public process and does not preclude
anyone from using the current system; it simply codifies our ability to use modern
technology in order to reach those who are most able to provide the goods and
services being sought.
DISCUSSION:

Senator Lakey related he has done considerable work as legal counsel to local
entities and part of that was documenting when notice was provided. He questioned
how that would be accomplished if H 161 became law. Representative Raymond
responded that the first page of the example he provided lists the date the posting
was made. H 161 also clarifies that any amendments to an information technology
solicitation must be posted in the same place on the political subdivision website
and records shall be maintained for six months.

TESTIMONY:

Ryan Gravette, Technology Director, Idaho Digital Learning Academy, and
President, Idaho Education Technology Association testified in favor of H 161 (see
attachment 2).

DISCUSSION:

Senator Hill asked for clarification regarding legal requirements for notifications.
Mr. Gravette responded that H 161 makes no further requirements than current
statute, with the main purpose being to generate solicitations. Senator Nye
questioned if an electronic posting would be in lieu of a newspaper posting. Mr.
Gravette clarified that H 161 would allow an online posting to replace a printed one,
but both could still be done if desired.

TESTIMONY:

Matt Davison, Publisher, Idaho Press Tribune, testified against H 161. Mr.
Davison stated his desire to speak directly in opposition of the statement of
purpose of H 161. Mr. Davison related, concerning cost to taxpayers, that Nampa,
Vallivue, and Caldwell school districts had spent $369, $79, and $233, respectively,
for an entire year. Regarding being burdensome, public disclosure of government
spending is never a burden, but a valid way to ensure when large amounts of
taxpayer money are being considered. As far as creating unnecessary hurdles, if
you search "idahopublicnotices.com" online, every bid from every entity across
the state will be shown. In Canyon County there are 122 different government
entities and a concerned citizen would have to go to 122 different sites to find
the information that the newspaper association has gathered into one. Lastly, the
statement of purpose says the current system lacks transparency. Mr. Davison
wished to point out that everything is currently posted online, does not disappear,
and cannot be changed at a later date.

DISCUSSION:

Vice Chairman Grow inquired if the dollar amount was so insignificant, why would
the newspapers care so much about the issue. Mr. Davison responded it is not
a financial issue; they believe in public notification and the system checks and
balances.

TESTIMONY:

Spencer Cook Idaho Education Technology Association, testified in support of H
161 stating it will save money, streamline the process and posting requirements,
and provide overall transparency. In smaller school districts, posting to a local
newspaper does not attract potential bidders as there are no local vendors able
to provide the technology needs. Timing is also an issue, as smaller community
newspapers may not print daily. School districts are required by law to post financial
and contract data to their website, making it practical to also post notices and
requests for proposals. The most recent census data shows 77 percent of Idaho
households have an internet connection, far greater than newspaper circulation.
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DISCUSSION:

Senator Burgoyne stated H 161 declares the solicitation for bids shall be provided
to no fewer than three vendors by written means either by electronic or physical
delivery. Current law empowers government entities to notify electronically on their
websites if they choose, so he questioned if the issue was cost only.Mr. Cook
relayed two issues, cost and the time delay of printed newspaper. By statute they
must post to the newspaper before they can solicit bids. Senator Nye clarified H
161 relates only to bids on information technology purchases and requested Mr.
Cook define information technology. Mr. Cook responded that a broad definition
would be purchases of a digital nature, anything the information technology
department would be in charge of.

TESTIMONY:

Ken Burgess, Partner, Veritas Advisors, Idaho Press Club, testified against H 161,
representing specifically the Idaho Press Club First Amendment Committee. H 161
reduces public transparency particularly as it relates to information technology
procurements. Information technology vendors live in a digital world sufficient for
them to find and respond to requests for proposals. The patrons of a government
entity who are paying for the procurement items are those left out. Public notice
requirements are not designed to be convenient for the government entity or
vendor, but for the public to know where monies are spent.

TESTIMONY:

Kate Haas, Partner, Kestrel West, Idaho Education Technology Association,
testified in favor of H 161, relating that the purpose of the request for proposal
process is to promote competition and value for the taxpayer. The request for
proposal is not posted in the paper and the dollar amount is not posted. Dollar
amounts are not recognized until an entity lists it on their website after the process
has concluded.

DISCUSSION:

Senator Vick questioned if information posted to a website disappears after six
months. Ms. Haas stated she believed that was not accurate. In the West Ada
school district they have all the request for proposals cataloged by year. Also,
there are independent websites that cache requests for proposals. Archive.org is
an example which has been upheld by the federal courts as a valid, independent
source.
Vice Chairman Grow inquired if the purchase was below $100,000 did it require
posting in the newspaper. Ms. Haas pointed out that purchases were divided into
three different categories: zero to $50,000, $50,000 to $100,000, and $100,000
and above. In the $50,000 to $100,000 category, three vendors must be contacted.
$100,000 and above requires an open, competitive 'request for proposal' process.

TESTIMONY:

Jeremy Pisca, Attorney, Risch Pisca Law and Policy, Executive Director,
Newspaper Association of Idaho, testified against H 161. Mr. Pisca relayed to
the Committee that H 161 applies broadly to all subdivisions of local government
resulting in hundreds of taxing districts. A newspaper can be used as proof of
action and timing if there is ever a legal contest as to the validity of an award.
Idahopublicnotices.com is a website the newspaper association started at
significant cost, but no additional cost to the taxpayer. Every notice required to be
published in a newspaper must be uploaded to that website. If H 161 is approved
and the legal publication notification requirement is removed, the information will no
longer be available on the searchable website.

DISCUSSION:

Representative Raymond concluded that H 161 specifically states information
technology notices may be posted electronically on the political subdivision website
in lieu of publication in the newspaper; "may" refers to either or both. There are
areas of the state where the official newspaper does not reach the patrons in rural
school districts and political subdivisions. H 161 simply codifies language that
allows public notices to be posted online where it is easily accessible to anyone.
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Senator Anthon thanked Representative Raymond and all who testified, remarking
that the world is changing and he believes this is an issue that will continue. Idaho
Code § 67-2801 states legislative intent is efficient and cost effective procurement,
but also a publicly accountable process. The tradition in Idaho is the more public
funds being spent, the more notice there should be. Senator Anthon voiced his
concern that H 161 is reversing that policy. He agreed there are places where
public notice by newspaper is not adequate and H 161 was a worthwhile attempt to
address the situation.
MOTION:

Senator Anthon moved to hold H 161 in committee. Senator Burgoyne seconded
the motion. The motion carried by voice vote.

H 165

Relating to Income Tax Refunds; To Provide for the Designation of an Income
Tax Refund or Payment to Certain Trust Accounts and Revise Provisions
Regarding Minimum Collection Thresholds. Representative Jim Addis, District
4, presented H 165 on behalf of the Red Cross and six other non-profits listed
on the Idaho tax return. H 165 specifically refers to reducing the threshold for
one of these non-profits to stay on the tax return, allowing an Idaho taxpayer to
voluntarily contribute.

TESTIMONY:

Melinda Merrill, Board Member, Idaho Chapter, American Red Cross, testified
in support of H 165, stating the threshold for remaining on the form is $25,000
in donations through the Idaho Income Tax Return Fund for two years. Due to
changes in federal tax law, non-profits are seeing a decrease in donations. H
165 would lower the threshold from $25,000 to $20,000 in order that all seven
non-profits remain on the form.

MOTION:

Senator Anthon moved to send H 165 to the floor with a do pass recommendation.
Vice Chairman Grow seconded the motion. The motion carried by voice vote.

ADJOURNED:

Chairman Rice stated the remaining agenda items would be rescheduled to a later
date and adjourned the meeting at 4:16 p.m.

___________________________

___________________________

Senator Rice
Chair

Machele Hamilton
Secretary
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AMENDED AGENDA #1

SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE
2:00 P.M.
Room WW53
Tuesday, March 12, 2019
SUBJECT

DESCRIPTION

PRESENTER

Minutes

Approve the Minutes of January 31, 2019

Senator Nye

Minutes

Approve the Minutes of February 7, 2019

Senator Lakey

Minutes

Approve the Minutes of February 13, 2019

Senator Cheatham

H 184

Relating to Financial Audits; To Revise
Representative Mike
Provisions Regarding Expenditure Levels of Local Moyle and Senator
Governmental Entities Subject to Audits
Bert Brackett

H 201

Relating to Nonschool Taxing Districts and
Property Tax Levies

Representative Marc
Gibbs and Senator
Mark Harris

H 164

Relating to Property Assessment Equalization; To
Revise Provisions Regarding the Equalization of
an Assessment of a Category of Property

Senator Dean
Mortimer and Seth
Grigg

If you have written testimony, please provide a copy of it along with the
name of the person or organization responsible to the committee secretary
to ensure accuracy of records.
COMMITTEE MEMBERS

COMMITTEE SECRETARY

Chairman Rice

Sen Lakey

Vice Chairman Grow
Sen Hill

Sen Cheatham
Sen Burgoyne

Sen Vick

Sen Nye

Sen Anthon

Machele Hamilton
Room: WW50
Phone: 332-1315
email: sloc@senate.idaho.gov

MINUTES

SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE
DATE:

Tuesday, March 12, 2019

TIME:

2:00 P.M.

PLACE:

Room WW53

MEMBERS
PRESENT:

Chairman Rice, Vice Chairman Grow, Senators Hill, Anthon, Lakey, Cheatham,
Burgoyne, and Nye

ABSENT/
EXCUSED:

Senator Vick

NOTE:

The sign-in sheet, testimonies and other related materials will be retained with
the minutes in the committee's office until the end of the session and will then be
located on file with the minutes in the Legislative Services Library.

CONVENED:

Chairman Rice called the meeting of the Local Government and Taxation
Committee (Committee) to order at 2:02 p.m.

MINUTES
APPROVAL:

Senator Nye moved to approve the Minutes of January 31, 2019. Vice Chairman
Grow seconded the motion. The motion carried by voice vote. Senator Burgoyne
requested to be recorded as abstaining as he was absent from the meeting.
Senator Cheatham moved to approve the Minutes of February 13, 2019. Senator
Burgoyne seconded the motion. The motion carried by voice vote.
Senator Lakey moved to approve the Minutes of February 7, 2019. Senator Nye
seconded the motion. The motion carried by voice vote.

H 184

Relating to Financial Audits; To Revise Provisions Regarding Expenditure
Levels of Local Governmental Entities Subject to Audits, presented by
Representative Mike Moyle, District 14, and Senator Bert Brackett, District 23.
Representative Moyle detailed how all taxing entities with a budget exceeding
$250,000 are required to do audits annually. Budgets of $100,000 to $250,000 are
allowed a biennial audit, and those below $100,000 are exempt from minimum
audit. Problems occur when a taxing district might go above or below the $100,000
threshold. The average cost of an audit is $10,000, even if the entity had minimal
transactions. With a $100,000 budget, 10 percent is going towards an audit. H 184
changes the minimum budget required for audit to $150,000.

MOTION:

Senator Lakey moved to send H 184 to the floor with a do pass recommendation.
Senator Hill seconded the motion.

DISCUSSION:

Senator Burgoyne stated there are too many taxing districts, often too small.
Smaller districts do not have the necessary resources to do what government is
required to do and H 184 supports that. Senator Burgoyne advised the Committee
he would be voting no.

VOICE VOTE:

The motion to send H 184 to the floor with a do pass recommendation carried by
voice vote, with Senator Burgoyne requesting that he be recorded as voting nay.

H 201

Relating to Nonschool Taxing Districts and Property Tax Levies, presented
by Representative Marc Gibbs, District 32, and Senator Mark Harris, District 32.
Senator Harris referred to a packet of information regarding H 201 which included
a letter from an ADA Inspector, a letter from the U.S. Attorney, a court order, and a
bond schedule (see attachment 1). Senator Harris related that Bear Lake County
courthouse was built in the late 1880s, and is not able to pass an Americans with
Disabilities Act (ADA) inspection. An attorney has threatened a lawsuit regarding
non-compliance to the ADA and has been monitoring the progress on a monthly
basis. Bear Lake County has held three bond elections over the last five years.
The first one received 54 percent, the second one 61 percent, and the most recent
election received 66.4 percent. They have been ordered by the court to build a new
courthouse, but have not been provided a funding mechanism. H 201 provides a
narrow window that would allow Bear Lake County to exceed their 3 percent budget
cap. It could also increase the levy to generate the bond payment.
Senator Harris pointed out the parameters of H 201. It would only affect counties
with a population of less than 7,500 people. They would be required to have
held three bond elections in the last five years, and received judicial confirmation
after March 1st of 2018 and before December 31, 2019. H 201 would sunset on
December 31, 2019 and the levy would retire when the bond is paid.

DISCUSSION:

Senator Hill questioned why H 201 specified only the period through December
31, 2019. Senator Harris responded it was intentional to confine H 201 to the Bear
Lake County situation.

MOTION:

Senator Grow moved to send H 201 to the floor with a do pass recommendation.
Senator Nye seconded the motion.
Senator Burgoyne emphasized that overriding the voter is wrong. The policy
should be either to abide by election results, or not hold the election. Senator Hill
pointed out the situation is subject to court order due to safety issues. Senator
Nye commented that he was familiar with the courthouse and felt the building to
be unsafe. He believed H 201 to be a worthy endeavor and urged the Committee
to pass it.

VOICE VOTE:

The motion to send H 201 to the floor with a do pass recommendation carried by
voice vote, with Senator Burgoyne requesting that he be recorded as voting nay.

H 164

Relating to Property Assessment Equalization; To Revise Provisions
Regarding the Equalization of an Assessment of a Category of Property.
Presented by Senator Dean Mortimer, District 30, and Seth Grigg, Executive
Director, Association of Counties. Mr. Grigg disclosed that county assessors are
responsible for determining market value of property within a county. County
commissioners, sitting as a county board of equalization, fix that value. Idaho law
grants the State Tax Commission (Commission) the authority to sit as a board of
equalization to equalize categories of property. This ensures uniformity across the
state, particularly in joint districts that cross county boundaries. Mr. Grigg advised
that H 164 will guarantee notification to counties by April 1 if the Commission feels
land is improperly assessed or categorized. They also must provide information or
data regarding the assessment. If the Commission fails to do so, they would not
be allowed to equalize until the following year. H 164 also has a provision that if
a county changes values after the April 1 deadline, an equalization order can be
made. Lastly, there is a provision that would require notice from the county to those
owners whose properties are being equalized.
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DISCUSSION:

Senator Hill asked for clarification regarding the April 1 deadline. If the Commission
misses the date, are they still allowed to make any necessary changes in the future.
Mr. Grigg responded that was correct, but it must be done by April 1 to go into
effect that year. Senator Burgoyne questioned if the assessor or board makes an
error with no April 1 deadline, does the affected taxpayer have any recourse. Mr.
Grigg explained the county commissioners meet as a board of equalization through
the month of June. The taxpayer has recourse based on the board of equalization's
decision. Taxpayers would be made aware and be in agreement with the county
equalized values. Then the Commission would equalize and raise the county
values, at which point the taxpayer would have no recourse until the following year.
H 164 would allow the county time to work with the Commission to ensure a proper
valuation prior to the board of equalization while the taxpayer has recourse.

TESTIMONY:

Russ Hendricks, Director of Governmental Affairs, Idaho Farm Bureau, testified in
favor of H 164. The timing of notices allows landowners the opportunity to work
with their county on individual land packages. The benefit of H 164 is requiring
the Commission to provide the data on why a particular category of land must be
changed or equalized from what the county assessor has done.
Ken Roberts, Chairman, Idaho State Tax Commission, testified in support of
H 164, believing it very much in line with improving communication between the
Commission and counties. Consistency in methodologies used for developing
property values are important. Idaho has 41 counties that have joint school districts.
It is a constitutional requirement of the Commission to equalize values across
county lines. The Commission is in support of the transparency and notification
of H 164.

MOTION:

Senator Hill moved to send H 164 to the floor with a do pass recommendation.
Senator Burgoyne seconded the motion. The motion carried by voice vote.

ADJOURNED:

There being no further business at this time, Chairman Rice adjourned the meeting
at 2:29 p.m.

___________________________

___________________________

Senator Rice
Chair

Machele Hamilton
Secretary
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AGENDA

SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE
2:00 P.M.
Room WW53
Wednesday, March 13, 2019
SUBJECT

DESCRIPTION

PRESENTER

PRESENTATION: Idaho Rural Partnership's Efforts to Stimulate
Community and Economic Development in Rural
Idaho

Jon Barrett, Executive
Director, Idaho Rural
Partnership

HCR 16

A Concurrent Resolution Rejecting a Certain Rule Representative Thyra
of the State Tax Commission Relating to Property Stevenson
Tax Administrative Rules

HCR 17

A Concurrent Resolution Rejecting a Certain Rule Representative Thyra
of the State Tax Commission Relating to Property Stevenson
Tax Administrative Rules

Minutes

Approve the Minutes of February 20, 2019

Senator Hill

Minutes

Approve the Minutes of February 27, 2019

Senator Burgoyne

If you have written testimony, please provide a copy of it along with the
name of the person or organization responsible to the committee secretary
to ensure accuracy of records.
COMMITTEE MEMBERS

COMMITTEE SECRETARY

Chairman Rice

Sen Lakey

Machele Hamilton

Vice Chairman Grow

Room: WW50

Sen Hill

Sen Cheatham
Sen Burgoyne

Sen Vick

Sen Nye

Sen Anthon

Phone: 332-1315
email: sloc@senate.idaho.gov

MINUTES

SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE
DATE:

Wednesday, March 13, 2019

TIME:

2:00 P.M.

PLACE:

Room WW53

MEMBERS
PRESENT:

Chairman Rice, Vice Chairman Grow, Senators Hill, Vick, Anthon, Lakey,
Cheatham, Burgoyne, and Nye

ABSENT/
EXCUSED:

None

NOTE:

The sign-in sheet, testimonies and other related materials will be retained with
the minutes in the committee's office until the end of the session and will then be
located on file with the minutes in the Legislative Services Library.

CONVENED:

Chairman Rice called the meeting of the Local Government and Taxation
Committee (Committee) to order at 2:11 p.m.

PRESENTATION: Idaho Rural Partnership's Efforts to Stimulate Community and Economic
Development in Rural Idaho. Jon Barrett, Executive Director, Idaho Rural
Partnership, made his presentation (see attachment 1).
HCR 16

A Concurrent Resolution Rejecting a Certain Rule of the State Tax
Commission Relating to Property Tax Administrative Rules. Representative
Thyra Stevenson, District 6, presented HCR 16. Chairman Rice made the decision
to postpone hearing HCR 16 until the next meeting. At that time a full copy of
Docket No. 35-0103-1801 will be provided to the Committee.

HCR 17

A Concurrent Resolution Rejecting a Certain Rule of the State Tax
Commission Relating to Property Tax Administrative Rules. Representative
Stevenson presented HCR 17, a rejection of Rule 600 in Docket No.
35-0103-1803. The docket was rejected by the House as well. The rule was to
implement the new provisional exemption enacted in H 559 (2018). The Committee
found the rule confusing and were in agreement to reject it.

MOTION:

Senator Hill moved to send HCR 17 to the floor with a do pass recommendation.
Senator Vick seconded the motion. The motion carried by voice vote.

MINUTES
APPROVAL:

Senator Hill moved to approve the Minutes of February 20, 2019. Senator
Burgoyne seconded the motion. The motion carried by voice vote.
Senator Burgoyne moved to approve the Minutes of February 27, 2019. Senator
Anthon seconded the motion. The motion carried by voice vote.

ADJOURNED:

There being no further business at this time, Chairman Rice adjourned the meeting
at 2:36 p.m.

___________________________

___________________________

Senator Rice
Chair

Machele Hamilton
Secretary
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CONVENED:

Chairman Rice called the meeting of the Local Government and Taxation
Committee (Committee) to order at 2:01 p.m.

HCR 16

A Concurrent Resolution Rejecting a Certain Rule of the State Tax
Commission Relating to Property Tax Administrative Rules, presented by
Representative Thyra Stevenson, District 6. Representative Stevenson explained
that the House Revenue and Taxation Committee felt several of the rules in Docket
No. 35-0103-1801 were going beyond the intent of making rule and creating law.
With so many rules in one docket, after much discussion the House Committee
voted to reject the entire docket.

TESTIMONY:

Jeremy Pisca, Risch Pisca, PLLC, representing PotlatchDeltic Corporation,
testified against HCR 16. Mr. Pisca stated that Rule 962 was a negotiated rule
with legislative intent.

DISCUSSION:

Senator Hill questioned if Mr. Pisca was aware of anyone who opposed Rule 962,
or could be injured by it. Mr. Pisca responded that to his knowledge there was no
one. Senator Vick recalled the issue because it had originated in Kootenai County.
The classification of forest land had been changed without owner notification,
resulting in Rule 962. Senator Vick felt it important the rule remain. Senator
Burgoyne also stated he believed Rule 962 was important and should remain.

TESTIMONY:

The following people testified against HCR 16: Seth Grigg, Executive Director,
Idaho Association of Counties; Brian Stender; Canyon County Assessor; Ken
McClure, Givens Pursley, LLP; and Megan Conrad, Elam & Burke.
Ken Roberts, Chairman, Idaho State Tax Commission, testified to the Committee
that HCR 16 deals with many rules, all negotiated. He stressed the importance
that the rules are implemented.

DISCUSSION:

Chairman Rice informed the Committee that should there be a difference in
rejection of rules between the Senate Committee and the House Revenue and
Taxation Committee, it would always be his practice to revisit the issue.

MOTION:

Senator Anthon moved that HCR 16 be held subject to the call of the Chair.
Senator Burgoyne seconded the motion. The motion carried by voice vote.

H 130AA

Relating to the Clarification of the Annexation Process for Cities and
Property Owners, presented by Representative Jarom Wagoner, District 10, and
Representative Bryan Zollinger, District 33. Representative Wagoner stated that
presently there are thee categories of annexation. A Category A annexation is
requested by the property owner. They come to the city, pay the application fees,
go to the city council, and ultimately have the decision rendered on their behalf.
A Category B annexation is initiated by the city. Currently, they are able to annex
up to 100 parcels at a time and these must be surrounded by city limits or the
impact area. A Category C annexation is arduous, rarely used, and only adds
confusion to the code.
Representative Wagoner related that H 130aa refers to Category B annexations. It
would reduce the number of property owners allowed to be annexed from 100 to 50,
and require they be true enclave properties, not including impact areas. The issue
that sent H 130aa for amendment was the reference to rights of way or contiguity to
city limits. A right of way should be contiguous and no more than 150 feet in length.

DISCUSSION:

Senator Lakey related that land cannot be annexed if connected by a highway
or right of way. He questioned if it was possible to annex less than 150 feet.
Representative Wagoner explained the intent was less than 150 feet, to limit a
city trying to circumspect the law. Senator Vick commented that the issue seemed
straight forward. The land must be adjacent and the right of way must be 150 feet
wide, meaning no shoestrings allowed. Representative Wagoner replied in the
affirmative, that was the intent.

TESTIMONY:

John Evans, Association of Idaho Cities, Mayor of Garden City, testified against H
130aa. Mr. Evans related his concern that a right of way should not be a barrier to
annexation. If a property owner desires to be annexed, a state highway should not
create an unintended barrier.

MOTION:

Senator Vick moved to send H 130aa to the floor with a do pass recommendation.

SUBSTITUTE
MOTION:

Senator Anthon moved to hold H 130aa in Committee. Senator Burgoyne
seconded the motion. The motion carried by voice vote.

ADJOURNED:

Chairman Rice stated the remaining agenda item would be rescheduled to a later
date and adjourned the meeting at 3:27 p.m.

___________________________

___________________________

Senator Rice
Chair

Machele Hamilton
Secretary
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CONVENED:

Chairman Rice called the meeting of the Local Government and Taxation
Committee (Committee) to order at 2:01 p.m.

PAGE
GRADUATION:

Chairman Rice honored Page Lauren Pattee from Eagle, Idaho. He requested she
come to the microphone, introduce herself, tell the Committee what she had learned,
and her plans for the future. Ms. Pattee started by thanking the Committee for the
opportunity. She stated she had learned much about the process of government,
more than she had anticipated. She plans on attending Brigham Young University
this summer, and in the fall will head to Utah Valley University to study nursing.
Vice Chairman Grow acknowledged that Ms. Pattee was from District 14 and
attended Eagle High School, which is his district. He hoped she would encourage
other juniors to consider this work for next year. Senator Lakey echoed Senator
Grow's sentiments and also stated she was on the right track for college.
Chairman Rice expressed the gratitude of the Committee for her service by giving
her a letter of appreciation signed by the members. He then gave her several gifts
from the Committee as well as a letter of recommendation.

H 193AA

Relating to the State Tax Commission to Revise Provisions Regarding Legal
Descriptions and Boundaries, presented by Representative Jarom Wagoner,
District 10. Representative Wagoner related he believed H 193aa to be a simple
issue. When a taxing district changes their outer boundary, they submit that to the
State Tax Commission (Commission). Current code requires the Commission to
look for three things: if the legal description is correct, if the map is correct, and
if it complies with Idaho Code. H 193aa removes the last stipulation regarding
Idaho code compliance. That decision is more of an elected body's responsibility,
whether that be a city council, county commissioners, or any other elected
body. Representative Wagoner stated that H 193aa added language that if the
Commission found a legal description or map boundary to be incorrect, upon
notification, the taxing district had 28 days to provide the correct information. If the
correct information was not provided in that time frame, the Commission had the
authority to not recognize the changes.

DISCUSSION:

Senator Burgoyne questioned Representative Wagoner regarding the policy of
a governing body of a district determining Idaho Code compliance rather than
the Commission. Could this not lead to potential overtaxing by exceeding legal
boundaries. Representative Wagoner replied there were checks and balances set
in annexation code, and always the opportunity to appeal decisions.

MOTION:

Senator Burgoyne moved to send H 193aa to the 14th Order of Business for
possible amendment.

SUBSTITUTE
MOTION:

Senator Lakey moved to send H 193aa to the floor with a do pass recommendation.
Senator Hill seconded the motion. The motion carried by voice vote, with Senator
Anthon and Senator Burgoyne requesting they be recorded as voting nay.

H 217

Relating to the Local Economic Development Act; To Establish More Taxpayer
Input into Municipal Structures that Come Off the Tax Roll, presented by
Representative Robert Anderst, District 12. Mr. Anderst stated that after much
consultation between sponsors, the Chairman, and other Committee members, they
are requesting that the Committee send it to the 14th Order for amendments.
Representative Anderst relayed to the Committee that H 217 is a continuation of H
606 (2016), the idea that public projects should have public support. The primary
way to determine public support is through the ballot box. H 217 adds the word
"remodel" alongside "construction" within the definition of municipal building. It
also adds the term "multi-purpose sports stadium complex" to that same area of
code. The original H 606 (2016) established a threshold of 51 percent of the project
cost. H 217 also lowers the voter approval threshold from 60 to 55 percent. There
is specific information listed as to what would be excluded from a vote. Building
roads, providing sewer or water, or expanding any services a city typically provides
is excluded. What designates a multi-purpose sports stadium complex is defined.
Representative Anderst continued that H 217 amends the definition of municipal
building to include owned, leased, and operated, except for infrastructure. The
original language had "owned" alone. There had been situations where one
municipality or subdivision of government has an urban renewal district build
a structure. They would then lease it back, making payments based on the
arrangement, all without a public vote. Under H 217 that would trigger the vote
threshold as any other municipal building.

TESTIMONY:

The following people testified against H 217: Bill Connors, Boise Metro Chamber of
Commerce; Bill Taylor, Idaho Youth Soccer Association; John Evans, Association
of Idaho Cities, Mayor of Garden City; Ryan Armbroster, Redevelopment
Association of Idaho, Inc., Elam & Burke; Chelsea Wilson, Parker Public Affairs,
City of Caldwell; John Watts, Idaho Chamber Alliance; Eric Heringer, Managing
Director, Piper Jaffray; Geoff Wardle, Spink Butler, LLP; and Jeremy Chou, Givens
Pursley, LLP.
The following people testified in favor of H 217: Gary Michael and Brian Durst,
private citizens.

MOTION:

Vice Chairman Grow moved to send H 217 to the 14th Order of Business for
possible amendment. Senator Vick seconded the motion.

SUBSTITUTE
MOTION:

Senator Burgoyne moved to hold H 217 in Committee. Senator Nye seconded
the motion.

DISCUSSION:

Senator Burgoyne pointed out there was little support for H 217. When he first
came to the legislature, there was a lot of pent up frustration over urban renewal.
Generally, consensus legislation is always best, and there were people who came
forward with ideas to support. Senator Burgoyne felt that process was not
followed in this situation. Cities that use urban renewal have shown themselves
to be responsible.
Chairman Rice wished to point out that there were people who signed up in favor
of H 217, but did not wish to testify. Representative Anderst requested the
Committee not infer a lack of support for H 217, there were over 100 individuals at
the House committee hearing.
Senator Anthon and Senator Lakey stated they had a conflict of interest pursuant
to Senate Rule 39(H) but intended to vote.
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Senator Lakey remarked that private/public partnerships should not be inhibited.
He believes it preferable to return to 51 percent or greater of project cost rather
than the first dollar expenditure.
VOICE VOTE:

The motion to hold H 217 in Committee failed by voice vote.

ORIGINAL
MOTION:

The motion to send H 217 to the 14th Order of Business for possible amendment
carried by voice vote, with Senator Burgoyne requesting he be recorded as voting
nay.

H 259

Relating to Sales and Use Tax; Directs Internet Retailers and Marketplace
Facilitators to Collect and Remit Sales and Use Tax, presented by
Representative Mike Moyle, District 14. Representative Moyle stated that H 259
directs internet retailers and marketplace facilitators to collect and remit sales and
use tax to the State Tax Commission (Commission) in response to the United States
Supreme Court decision known as "Wayfair." H 259 sets a threshold of annual
sales for internet retailers and marketplace facilitators at $100,000. There is no
requirement to remit sales tax retroactively. H 259 meets the test determined by
the Wayfair ruling of submitting sales and use tax to one agency, thereby reducing
administrative costs.
Representative Moyle discussed the tax relief fund: a fund the legislature set up
several years ago while addressing online sales. The concern at that time was the
uncertainty of how much money would be collected, and what to do with it. Nothing
happened with that fund; it has remained empty. H 259 allows the collection of
those revenues, setting them aside using the tax relief fund. Representative Moyle
reported that there had been concern expressed regarding the funds being set
aside, diverting them from the distribution formula on sales tax. At this point they
have no idea how much there will be, and if necessary, that decision can be made
in the future.

TESTIMONY:

Jess Harrison, Executive Director, Idaho Association of Cities, testified against H
259. They appreciate efforts to enact the decision, but cannot support taking it from
the regular course of revenue allocation. They do not believe sales and use tax
collected online is different from tax collected in physical stores, and requested the
diversion to the tax relief fund be removed.
Seth Griggs, Executive Director, Association of Counties, testified against H 259.
Currently, remitted tax from online transactions is going through the sales tax
revenue distribution formula. A portion of that goes to local jurisdictions. Their only
problem with H 259 is the diversion to the tax relief fund.
Karen Echeverria, Idaho School Board Association, testified against H 259 in
its current form. They support the bill but request the Committee send it to the
amending order.
Pam Eaton, President, Idaho Retailers Association, testified in support of H 259.
Ms. Eaton stated to the Committee that this issue has been discussed for 18 years.
It is important to align the laws. Their concern is that H 259 pass, and they have no
problem that monies are directed to the tax relief fund.
Brody Aston, Enterprise Car Rental, and Liz Hatter, Idaho Chamber Alliance, both
testified in support of H 259.

MOTION:

Senator Hill moved to send H 259 to the floor with a do pass recommendation.
Vice Chairman Grow seconded the motion.

SUBSTITUTE
MOTION:

Senator Burgoyne moved to send H 259 to the 14th Order of Business for possible
amendment. Senator Nye seconded the motion.
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ROLL CALL
VOTE ON
SUBSTITUTE
MOTION:

Chairman Rice called for a roll call vote. Senators Anthon, Lakey, Cheatham,
Burgoyne, and Nye voted aye. Senators Vick and Hill, Vice Chairman Grow,
and Chairman Rice voted nay. The motion carried.

ADJOURNED:

There being no further business at this time, Chairman Rice adjourned the meeting
at 3:20 p.m.

___________________________

___________________________

Senator Rice
Chair

Machele Hamilton
Secretary
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CONVENED:

Chairman Rice called the meeting of the Local Government and Taxation
Committee (Committee) to order at 1:00 p.m.

H 183

Relating to Income Taxes; To Revise Provisions Regarding the Taxation of
Corporations on Foreign Income. Senator Hill presented H 183, stating it was
a simple, but technical, last step to full conformity with the Tax Cuts and Jobs Act
(TCJA) of 2017. H 183 specifically deals with the allowable deductions related to
offshore or foreign income. The goal of the federal tax bill was to bring the earnings
from United States companies overseas back to the United States for reinvestment,
particularly in manufacturing.
H 183 addresses three basic issues. Section 965 is a new requirement to report
and pay taxes on earnings that have been held overseas since 1986. Section 245A
and Global Intangible Low-Taxed Income (GILTI), establishes allowable deductions
for future overseas earnings and levels the expected amount of taxes on those
earnings. Foreign-Derived Intangible Income (FDII) is used to replace the section
199 manufacturing deduction, which was an incentive for manufacturing here in
the United States. It is a much more limited manufacturing deduction as far as
application, but the deduction is higher.
The federal law repealed a number of deductions that were otherwise allowed
to corporations. Significant manufacturing deductions as well as entertainment
expenses were no longer deductible. Corporations no longer received deductions
for parking or mass transit for employees. Interest is deductible in corporations
only to the extent it exceeds 30 percent of adjusted gross income. Net operating
losses, which have been used to offset income going forward, are limited to 80
percent of taxable income. Those were just some of the changes for corporations in
exchange for these deductions.
Senator Hill stated that during the previous legislative session they had a
conformity bill which attempted to address the issue at that time. The desire was
not to wait, and wanting the citizens to know what tax laws they were operating
under. However, due to the complexity of the issue, the decision was made to add
the deductions back, and wait until this session. The changes made in H 183
were in the original bill. The three deductions, 245A, 250, and 965, were added
back, and now H 183 removes them.

The fiscal impact statement shows three tiers to taxation of foreign income. The
first is income inclusion (H 463, 2018), then allowable deductions related to that
income (H 183), and tax calculation. At the federal level there is a foreign tax credit
for taxes paid in a foreign country to help offset the United States tax. Idaho
has a flat 80 percent deduction. It would be difficult for a company to calculate a
foreign tax credit on taxes paid in several different countries, particularly if those
corporations only have a small part of their operation in Idaho. The legislature
allows the 80 percent deduction to take the place of foreign tax credits. There is an
85 percent deduction available, but Senator Hill relayed that most companies do
not participate because they are then required to divulge much broader information
to the State Tax Commission.
MOTION:

Senator Nye moved to send H 183 to the floor with a do pass recommendation.
Senator Anthon seconded the motion. The motion carried by voice vote.

ADJOURNED:

There being no further business at this time, Chairman Rice adjourned the meeting
at 1:11 p.m.

___________________________

___________________________

Senator Rice
Chair

Machele Hamilton
Secretary
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CONVENED:

Chairman Collins called the joint meeting of the Local Government and Taxation
Committee and the House Revenue and Taxation Committee (Committees) to
order at 8:31 a.m.
Chairman Collins reminded the Committee members that the joint meeting was
for informational purpose only. Recently, H 279 was introduced. The proposed
legislation would provide an exemption from sales and use tax for eligible server
equipment and new plant investment in data centers. H 279 will be considered next
session, but was introduced now for the purpose of discussion.

PRESENTATION: Data Center Sales/Use Tax Exemption, presented by Steve DelBianco,
President and CEO of NetChoice, and Barbara Comstock, Former United States
Representative from Virginia. Stephen Thomas, Partner, Hawley Troxell,
introduced Mr. DelBianco and Ms. Comstock, informing the Committee they would
be available for questions on completion of their presentation.
Mr. DelBianco stated NetChoice was an Association of eCommerce businesses
such as AirBnB, Ebay, Etsy, Facebook, Google, Lyft, PayPal, Twitter, Yahoo,
and many other leading eCommerce companies. He and Ms. Comstock live
in Loudoun County in northern Virginia. Loudoun County has the number one
concentration of data centers in the world, providing hundreds of millions of dollars
in tax revenue and thousands of jobs across the state of Virginia. A five year study
by the Virginia Technology Council found 43,000 jobs created, 3.2 billion in labor
income, and 10 billion in economic output generated by data centers. Wages paid
at data centers, an average of $100,000 a year, are more than twice the statewide
average of Virginia. Data center employment and wage growth is four times the
average (attachment 1).

Mr. DelBianco informed them the tax environment is essential for the location of
data centers. Every success story is from a state that has relief from sales tax on
the hundreds of millions of dollars of equipment that is purchased, upgraded, or
replaced throughout the lifecycle of each data center. A data center located in
your state brings two aspects-economic benefits and tax benefits. Data centers
also require zero outlay in resources. Ms. Comstock added that the data centers
are recession proof as well. Mr. DelBianco also pointed out that companies locate
their data centers where the best tax and business environment will be. They do
not need to locate them where the users are.
Ohio's Economic Development Authority approved 40 years of sales tax exemptions
for a $750 million data center project in 2017. A $600 million center was approved
in December, with a total of $2.5 billion in data center investments in just the last
two years. Indiana had no sales tax incentives and zero data centers. Recently, the
Senate in Indianapolis unanimously approved a House bill that would allow a 50
year exemption from sales tax on equipment and electricity for investments over
$750 million. Mr. DelBianco believes H 279 to be better than any other state in
terms of permanent sales tax relief and encouraged the Committee to support it
next session.
DISCUSSION:

Chairman Rice asked for clarification regarding the tax exempt thresholds. Mr.
DelBianco responded that there are a variety of thresholds, but typically it is a two
tiered relief system. Long term relief is most often reserved for investments of $100
to $250 million. Below those amounts states may have lower tiers for data centers
that serve multi location facilities. As an example, Mr. DelBianco explained that
Facebook, Google, or Amazon might build a data center, which would then be their
own center. This is a potential of $750 million to $1 billion in investment. Another
tier might be a developer building a $100 million data center that houses multiple
clients. In Indiana there has been demand for even lower thresholds, as little as $10
million in equipment with a requirement to create 20 jobs. States are differing in
approach to the tax exemption thresholds. Mr. DelBianco informed the Committee
he would make the information available to them regarding the thresholds of 30
different states that offer them.
Senator Nye questioned how Idaho could become more competitive with data
centers. Mr. DelBianco stated the first step was to provide sales tax relief on the
equipment investments and H 279 will do that. The commerce department must
then make themselves known to the data centers. It is important that Idaho show
local property tax rates, real property tax rates, workforce composition, education
systems, infrastructure, etc.
Representative Ellis pointed out that Idaho currently has 6,300 unfilled STEM
jobs and his concern was how we would meet the workforce training needs. Mr.
DelBianco informed the Committee that the jobs required are not programmers.
They are technicians and maintenance jobs for the facility and grounds. They bring
skilled workers from other data centers to train.
Senator Lakey requested Mr. DelBianco list how many states currently have an
equivalent to H 279, and how many others are considering something similar. Mr.
DelBianco replied he intended to provide a table of the different thresholds that are
in existing law. Depending on the different tax incentives, there are currently over
30 states that have some type of incentive.
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Representative Anderst questioned what makes a physical location desirable
to a data center. Mr. DelBianco replied that the list was not long; basic air and
vehicle transportation, an educated workforce with a business friendly environment,
coupled with state tax incentives. The price of power is extremely important, and
renewable power is a priority. Hydropower is a significant source of Idaho's power
and this makes Idaho attractive. A data center's annual operating budget can be
almost 80 percent electricity.
Representative Ricks described the growth of technology and the consolidation
of companies, asking if there was much further growth potential. Mr. DelBianco
pointed out that everything done daily is now cloud hosted. It is cumulative; the size
of video, photography, expanding cell phones are all demand driven. He reminded
the Committee that data privacy laws and data transfer regulations require that the
United States market is served by United States based data centers. The demand
of business and consumers guarantee ongoing data center growth.
Chairman Collins thanked Mr. DelBianco and Ms. Comstock for their time, stating
it had been very informative.
ADJOURNED:

There being no further business at this time, Chairman Collins adjourned the
meeting at 10:31 a.m.

___________________________

___________________________

Senator Rice

Machele Hamilton

Chair

Secretary
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