Dear Senators RICKS, Schroeder, Rabe, and
Representatives CANNON, Ehlers, Necochea:

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

the State Tax Commission:

IDAPA 35.01.10 - Idaho Cigarette and Tobacco Products Taxes Administrative Rules (ZBR Chapter
Rewrite) - Proposed Rule (Docket No. 35-0110-2401).

Pursuant to Section 67-454, Idaho Code, a meeting on the enclosed rules may be called by the
cochairmen or by two (2) or more members of the subcommittee giving oral or written notice to Research
and Legislation no later than fourteen (14) days after receipt of the rules' analysis from Legislative
Services. The final date to call a meeting on the enclosed rules is no later than 10/11/2024. If a meeting is
called, the subcommittee must hold the meeting within forty-two (42) days of receipt of the rules' analysis
from Legislative Services. The final date to hold a meeting on the enclosed rules is 11/08/2024.

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

To notify Research and Legislation, call 334-4854, or send a written request to the address on the

memorandum attached below.

Page 1 of 1



Legislative Services Office
Idaho State Legislature

Terri Kondeff Serving Idaho's Citizen Legislature
Director
MEMORANDUM
TO: Rules Review Subcommittee of the Senate Local Government & Taxation Committee and

the House Revenue & Taxation Committee
FROM: Senior Legislative Drafting Attorney - Peter Cook

DATE: September 23, 2024
SUBJECT: State Tax Commission

IDAPA 35.01.10 - Idaho Cigarette and Tobacco Products Taxes Administrative Rules (ZBR Chapter
Rewrite) - Proposed Rule (Docket No. 35-0110-2401)

Summary and Stated Reasons for the Rule

The State Tax Commission submits notice of proposed rulemaking related to Idaho Cigarette and Tobacco
Products Taxes. The State Tax Commission states that the proposed rule change is a chapter re-write pursuant
to the Governor's zero-based remaking initiative. The proposed rule primarily removes unnecessary language,
revises language for readability, and combines the substance of certain sections when appropriate.

Negotiated Rulemaking / Fiscal Impact

The State Tax Commission states that negotiated rulemaking was conducted and notice was published in
the April 3, 2024, Idaho Administrative Bulletin, Vol. 24-4, page 48. It also states that no new fees are reflected
in the rulemaking and that no fiscal impact to the General Fund exceeding $10,000 is anticipated.

Statutory Authority

The State Tax Commission appears to have the authority to promulgate its proposed rules pursuant to
chapters 1 and 25 of title 63, and chapter 52 of title 67, Idaho Code.

cc: State Tax Commission
Kimberlee Stratton

**%* PLEASE NOTE ***
Per the Idaho Constitution, all administrative rules may be reviewed by the Legislature during the next legisla-
tive session. The Legislature has 3 options with this rulemaking docket: 1) Approve the docket in its entirety;
2) Reject the docket in its entirety; or 3) Reject the docket in part.

Paul Headlee, Deputy Director Matt Drake, Manager  Keith Bybee, Manager April Renfro, Manager Norma Clark, Manager
Legislative Services Office Research & Legislation Budget & Policy Analysis  Legislative Audits Information Technology

Statehouse, P.O. Box 83720 Tel: 208-334-2475
Boise, Idaho 83720-0054 legislature.idaho.gov




IDAPA 35 — IDAHO STATE TAX COMMISSION
35.01.10 — IDAHO CIGARETTE AND TOBACCO PRODUCTS TAXES ADMINISTRATIVE RULES
DOCKET NO. 35-0110-2401 (ZBR CHAPTER REWRITE)
NOTICE OF RULEMAKING - PROPOSED RULE

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

PUBLIC HEARING SCHEDULE: A public hearing concerning this rulemaking will be held as follows:

Tuesday, October 1, 2024 at 2:00 p.m. (MT)

In Person:
Idaho State Tax Commission
11321 W Chinden Blvd., Bldg. 2
Boise, ID 83714
(Meeting to be held in the Coral Conference Room)

Teleconference via WebEx:
Join from the meeting link: https://idahogov.webex.com/idahogov/
j-php?MTID=m46424fa37f3fdfdf58b32b5b756030d2

Join by meeting number:
meeting number (access code) 2632 814 3495
meeting password: JJncgPqp224

Join by phone:
+1-415-655-0001 US Toll

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

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

The State Tax Commission performed a critical and comprehensive review of the statutes and existing rules
chapter. This chapter rewrite was done under the premise of zero-based rulemaking, as per Executive Order 2020-01:
Zero Based Rule Regulation.

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

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

NEGOTIATED RULEMAKING: Pursuant to Section 67-5220(1), Idaho Code, negotiated rulemaking was
conducted. The Notice of Intent to Promulgate Rules - Negotiated Rulemaking was published in the April 3, 2024
Idaho Administrative Bulletin, Vol. 24-4, page 48.

INCORPORATION BY REFERENCE: Pursuant to Section 67-5229(2)(a), Idaho Code, the following is a brief
synopsis of why the materials cited are being incorporated by reference into this rule: N/A
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IDAHO STATE TAX COMMISSION Docket No. 35-0110-2401
Idaho Cigarette & Tobacco Products Taxes Administrative Rules ZBR Proposed Rule

ASSISTANCE ON TECHNICAL QUESTIONS, SUBMISSION OF WRITTEN COMMENTS: For assistance
on technical questions concerning the proposed rule, contact Elena Gonzalez, (208) 334-7855.

Anyone may submit written comments regarding this proposed rulemaking. All written comments must be
directed to the undersigned and must be delivered on or before October 2, 2024.

DATED this 4th day of September, 2024.

Kimberlee Stratton

Rules Coordinator, Government Affairs
Idaho State Tax Commission

11321 W. Chinden Blvd., Boise ID 83714
PO Box 36. Boise ID 83722-0036

(208) 334-7544

THE FOLLOWING IS THE PROPOSED TEXT OF DOCKET NO. 35-0110-2401
(ZBR Chapter Rewrite)

35.01.10 — IDAHO CIGARETTE AND TOBACCO PRODUCTS TAXES ADMINISTRATIVE RULES

000. LEGAL AUTHORITY-REE060).
}ﬂ—aeeefdaﬁee—wﬁh—Sectlons 63-105, 63 2501 63 2553 Idaho Code—the—State—”PaaeGeimsﬂeﬂ—@aaeGemmﬁs*eﬂ)

rules are construed to reach the full Jurlsdlctlonal extent of the state of Idaho s authorlty to 1mpose a tax on all
cigarette and tobacco products sold, used, consumed, handled or distributed within this state. B-3H-22) )

0042. -- 009. (RESERVED)

010. DEFINITIONS
Sectlons 63 2502 63 2528 63- 2551, 63 3611, Idaho Code.
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IDAHO STATE TAX COMMISSION Docket No. 35-0110-2401
Idaho Cigarette & Tobacco Products Taxes Administrative Rules ZBR Proposed Rule

01. Interstate Commerce Sale. A sale or other transfer of ownership between a person located in
Idaho and a person located outside Idaho or within the boundaries of an Idaho reservation. ( )
02. Reservation. Reservation means: ( )
a. Federally recognized land reserved for American Indian tribes by treaty with the United States. a
state, or a territorial government and established by acts of Congress or the Executive branch of the United States:
)
b. Land held in trust by the United States for the use and benefit of an Idaho tribe: or ( )
C. Land reserved for the United States military. ( )

03. Unmarketable Cigarettes and Tobacco Products. Any package of cigarettes with an Idaho stamp

or tobacco product becomes unmarketable when: ( )
a. It is returned to the manufacturer as stale or otherwise unsellable, or ( )
b. The manufacturer or brand family of such cigarettes or roll-your-own tobacco is removed from the
Idaho Attorney General’s directory. ( )

011. DPIFRIBUHON—OFFREEORBEEOW—-COST-CIGARETTE AND TOBACCO PRODUCTS
SUBJECT TO TAX:
Sections 63-2506, 63-2510, 63- 2510A 63-2552, 63-2552A, 63-2552B, Idaho Code

01. Dls&rbuﬂe*eFFEeeﬂFBe}ewGes#Feb&eee-BmhietsClgarette Tax —The—dlsfcﬂbﬁﬁoﬂ—ef—tebaeee

Clgarette tax is due when a c1garette stamn is afﬁxed to a oackag_e of cmarettes - B3-31-22) )

a. Only an Idaho tribe, an enrolled Idaho tribal member, or a business wholly owned and operated by
the tribe or tribal member, can purchase unstamped packages of cigarettes for delivery to the reservation. ( )

b. Non-tribal retailers located within a tribal reservation are forbidden from selling cigarettes without
an Idaho cigarette stamp affixed. ( )

012. TAX PERMITS
Sectlons 63 2503 62 2504 63 2526 63 2554 Idaho Code

%he—"PaaeGemnﬂss&on— A wholesaler does not need a cmarette tax Dermlt when bUVmL oan stamned cmarettes It is
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IDAHO STATE TAX COMMISSION Docket No. 35-0110-2401
Idaho Cigarette & Tobacco Products Taxes Administrative Rules ZBR Proposed Rule

mandatory to have a cigarette tax permit when: B3-34-22)( )

e essee—opeta he e er—the-previous—owne ermi The wholesaler is located in ldaho and
makes interstate commerce sales of cu_arettes B-3H-22) )

C. The wholesaler makes sales delivered to a reservation and the purchaser is the U.S. military, an
Idaho tribe, an enrolled Idaho tribal member, or a business wholly owned and operated by the tribe or tribal member.

)
02. Sel-leH—PeHthermlts Non Transferable—Evew—ref&ﬂer—ef—ergare&es—must—eb%aﬁh&ﬂ—ldahe

Resaleer—E*empﬁeﬂ—Gemﬁe&te—Fem—Sflll-Ol— When a busmess is sold or transferred the nermlts are not transferable

3280 )
a. It is mandatory for the new owner or lessee to obtain their own permits. C )
b. If the previous owner does not cancel their permits, they may be responsible for all tax, penalty, and
interest resulting from the use of their permit by the new owner or lessee.
[ Cancellation of a permit is accomplished by written notice to the Tax Commission. [}
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IDAHO STATE TAX COMMISSION Docket No. 35-0110-2401
Idaho Cigarette & Tobacco Products Taxes Administrative Rules ZBR Proposed Rule

013. -- 014. (RESERVED)

015. STAMPS-SOBREEAMOBNTFAND- HMITFAHONS-REEE-0H5) INVENTORY.
Sections 63-2510, 63-2510A, Idaho Code

01. Obtaining Stamps. Cigarette stamps may only be obtained from the Boise office of the Tax
Commission._Failure to file a cigarette tax return or pay the tax on a timely basis will result in no additional stamps
being issued by the Tax Commission to a wholesaler until clear and convincing evidence is received by the Tax

Commission that the return has been filed and the tax has been paid. 33422 )

02. Unused Stamp Inventory. Whelesalers-A wholesaler may not hold an inventory of unused Idaho
cigarette stamps;-the—face-value-of-which-exeeeds-the-ameunt cxceeding the face value of their bond.-Where If no
bond is required_a, wholesaler’s-maynetheld-an inventory of unused Idaho cigarette stamps;-theface-value-ofswhich
exeeeds_cannot exceed two (2) times the wholesaler’s average monthly tax liability. B3-31-22) )

03. F-l-l-l-ng—aﬁd—P-a-yl-ng—"Fﬁnel-yRenavment of Allowance —Faﬂufe—te—ﬁ-}e—a—etgafe&e—maﬁemm—er—pay

paid The Tax Comm1ss1on w1ll reduce all credlt or refund clalms for stamos afﬁxed to Dackas_es of c1s_arettes bV the

discount for affixing stamps. 8322 )

04. Physical Security. Whelesalers—are A wholesaler is responsible for the face value of all stamps
received from the Tax Commission—Whelesalers-must and for providing provide physical security for the stamps in
their the wholesaler’s possession. 33422 )

05. Unusable Stamps. Stamps that are unused, unfit, or damaged may be returned to the Tax
Commission. If stamps cannot be returned to the Tax Commission, the wholesaler will submit a request for stamp
destruction on a Tax Commission prescribed form. Destruction of stamps cannot take place without approval from
the Tax Commission. The wholesaler may make the adjustment on the next monthly tax return, provided the approval
documentation is attached to the return. ( )
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IDAHO STATE TAX COMMISSION Docket No. 35-0110-2401
Idaho Cigarette & Tobacco Products Taxes Administrative Rules ZBR Proposed Rule

016. WHOLESALER'S CREDIT_OR REFUND CLAIMS—FORENMARKEFABEESTAMPS-REEE
0163.
Sections, 62-2510, 63-2559, Idaho Code

01. Destroyed-StampsStamped Cigarette Tax Credits or Refunds.-On-and-afterJuly 151989, stamps
Stamps affixed to cigarettes destroyed by the manufacturer or wholesaler as a result of-theretarn-of stale-or-otherwise

unmarketable cigarettes being unmarked may be redeemed by the wholesaler for credit against future tax due if:

wholesaler nrovrdes an affi daV1t or retumed ;_oods recemt from the manufacturer detarhns_ the number of nackages

package type, and date the stamped cigarettes were returned. The returned goods receipt will include a bill of lading.

G329 )

1garette destructlon to the Tax Commlssmn in wrltlng at least ten (10) working days prior to the scheduled

destruction. The notice has to include a complete description of the number of packages. package type. date and time,

and manner the stamped cigarettes will be destroyed. All requests have to be approved by the Tax Commission prior

to destruction. 3-31-22)( )
02. S&ﬂe—aﬂd—U-mrmHee&rb}e-Glgare&esTobacco Products Tax Credlts and Refunds —When—stamﬁs

Credrt or refund clarms can be made for

The drstrlbutor destrovs tobacco products after submlttrns_ a destructron request form to

wttnessmg—sueh—desﬁcue&en
the Tax Commission. Tobacco products can be destroyed in a manner authorized by the Tax Commission after
receiving approval. B-3H-22) )
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IDAHO STATE TAX COMMISSION Docket No. 35-0110-2401
Idaho Cigarette & Tobacco Products Taxes Administrative Rules ZBR Proposed Rule
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IDAHO STATE TAX COMMISSION Docket No. 35-0110-2401
Idaho Cigarette & Tobacco Products Taxes Administrative Rules ZBR Proposed Rule
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IDAHO STATE TAX COMMISSION Docket No. 35-0110-2401
Idaho Cigarette & Tobacco Products Taxes Administrative Rules ZBR Proposed Rule
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IDAHO STATE TAX COMMISSION Docket No. 35-0110-2401
Idaho Cigarette & Tobacco Products Taxes Administrative Rules ZBR Proposed Rule

017. -- 020. (RESERVED)
021. SALESTFO-OTHERIDAHO BISTRIBETORS-RUEE02HMANDATORY RECORDS.

Sales-for-Eventual-Resaleln General -When-aregistered-Idaho-tobaceo-produetsdistributor sells
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IDAHO STATE TAX COMMISSION Docket No. 35-0110-2401
Idaho Cigarette & Tobacco Products Taxes Administrative Rules ZBR Proposed Rule

h A—th e e a 5 aho- Every person liable for
pavment of taxes on c1garettes or tobacco Droducts needs to keep and preserve the following records in date order:

832 )

a. A daily record of all cash and credit sales including invoices, receipts, journals, and other related

records. )
b. A record of the amount of all merchandise purchased, including all bills of lading, invoice, sales
receipts, bank statements, canceled checks, and copies of purchase orders. ( )
C. Supporting documents for all deductions and exemptions allowed by law or claimed on a tax return.

)

d. True and complete physical counts of the cigarette and tobacco products inventory taken at the end

of each reporting period. ( )
e. True and complete records of breakage and spoilage claimed as a deduction from inventory. ( )

f. Other documents used in preparing or supporting the accuracy of the return. ( )

02. Fl-Fst—ReeewefRecords Retentlon JFhe—ﬁszeeewer—ﬂ%e—teb&eeekpfeé\wts—dﬁmbmer—whe—ﬁfst
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IDAHO STATE TAX COMMISSION Docket No. 35-0110-2401
Idaho Cigarette & Tobacco Products Taxes Administrative Rules ZBR Proposed Rule

0252. -- 999. (RESERVED)
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