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IDAPA 35 - STATE TAX COMMISSION
35.01.01 - INCOME TAX ADMINISTRATIVE RULES
DOCKET NO. 35-0101-1101
NOTICE OF RULEMAKING - ADOPTION OF PENDING RULE

EFFECTIVE DATE: Thisrule has been adopted by the agency and are now pending review by
the 2012 Idaho State Legidature for final approval. The pending rule becomes final and effective
at the conclusion of the legislative session, unless the rules are approved, rejected, amended or
modified by concurrent resolution in accordance with Section 67-5224 and 67-5291, Idaho Code.
If the pending rule is approved, amended, or modified by concurrent resolution, the rule becomes
final and effective upon adoption of the concurrent resolution or upon the date specified in the
concurrent resolution.

AUTHORITY: In compliance with Section 67-5224(1), Idaho Code, notice is hereby given that
this agency has adopted a pending rule. The action is authorized pursuant to Section(s) 63-105,
Idaho Code.

DESCRIPTIVE SUMMARY: The following is a concise explanatory statement of the reasons
for adopting the pending rule and a statement of any change between the text of the proposed rule
and the text of the pending rules with an explanation of the reasons for the change.

The pending rule is being adopted as proposed. The complete text of the proposed rule
was published in the June 1, 2011, Idaho Administrative Bulletin, Volume 11-6, pages 49
through 51.

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:
N/A

ASSISTANCE ON TECHNICAL QUESTIONS: For assistance on technica questions
concerning the pending rule, contact Cynthia Adrian at (208) 334-7670.

DATED this 25" day of November, 2011.

Cynthia Adrian

Tax Policy Specialist

|daho State Tax Commission

800 Park Bl., PlazalV

P.O. Box 36, Boise, ID 83722-0410

THE FOLLOWING NOTICE WAS PUBLISHED WITH THE TEMPORARY
AND PROPOSED RULE
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STATE TAX COMMISSION Docket No. 35-0101-1101
Income Tax Administrative Rules PENDING RULE

EFFECTIVE DATE: The effective date of the temporary ruleis January 1, 2011.

AUTHORITY: In compliance with Sections 67-5221(1) and 67-5226, Idaho Code, notice is
hereby given that this agency has adopted a temporary rule, and proposed rulemaking procedures
have been initiated. The action is authorized pursuant to Sections 63-105 and 63-3039, Idaho
Code.

PUBLIC HEARING SCHEDULE: Public hearing(s) concerning this rulemaking will be
scheduled if requested in writing by twenty-five (25) persons, a political subdivision, or an
agency, not later than June 15, 2011.

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

DESCRIPTIVE SUMMARY: The following is the required finding and concise statement of its
supporting reasons for adopting a temporary rule and a nontechnical explanation of the substance
and purpose of the proposed rulemaking:

The Hire One Act, passed in 2011 HB 297, repealed Section 63-3029E, |daho Code, and
amended Section 63-3029F, Idaho Code, to revise the income tax credit allowed for
qualifying new employees. The new provisions provide that the Sate Tax Commission will
determine what “qualifying employer-provided health care benefits’ means. Rule 756 is
being promulgated to inform employers of the requirements to qualify for the income tax
credit since it applies to new employees hired on or after April 15, 2011. The rule defines
employer-provided health care benefits, using as the definition of health care benefits the
definition of major medical expense coverage found in IDAPA 18.01.30, “Individual
Disability and Group Supplemental Disability Insurance Minimum Sandards Rule”
Section 018, and basing the definition of “employer-provided” on the national averages of
the employer share of premium costs.

TEMPORARY RULE JUSTIFICATION: Pursuant to Section(s) 67-5226(1)(c), |daho Code,
the Governor has found that temporary adoption of the rule is appropriate because it confers a
benefit.

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:
N/A

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

INCORPORATION BY REFERENCE: Pursuant to Section 67-5229(2)(a), Idaho Code, the
following is a brief synopsis of why the materials cited are being incorporated by reference into
thisrule: N/A
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STATE TAX COMMISSION Docket No. 35-0101-1101
Income Tax Administrative Rules PENDING RULE

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

Anyone may submit written comments regarding the proposed rulemaking. All written
comments must be directed to the undersigned and must be delivered on or before June 22, 2011.

DATED this 13" day of May 2011.

THE FOLLOWING ISTHE TEXT OF DOCKET NO. 35-0101-1101

754. -- 7595. (RESERVED).

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

2014. ( )

01. Employer-Provided. An individua’s employer must pay the following
percentages of the cost of an employee’'s premium for heath care benefits as defined in
Subsection 756.02 of thisrule: ( )

a At least eighty percent (80%) of the cost of the employee's premium if such
employee had single coverage. ( )

b. At least seventy percent (70%) of the cost of the employee’'s premium if such
employee had family coverage. ( )

02. Health Care Benefits. Coverage offered through a group health plan for
employees that includes hospital, medical and surgical expense coverage set forth asfollows:

)

a An accident and sickness insurance policy that provides hospital, medical and
surgical expense coverage, to an aggregate maximum of not less than five hundred thousand
dollars ($500,000); ( )

b. Coinsurance percentage per year per covered person not to exceed fifty percent
(50%) of covered charges, provided that the coinsurance out-of-pocket maximum combined with
any deductibles does not exceed four percent (4%) of the aggregate maximum limit under the
policy for each covered person; ( )

C. A deductible stated on a per person, per family, per illness, per benefit period, or
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STATE TAX COMMISSION Docket No. 35-0101-1101

Income Tax Administrative Rules PENDING RULE
per year basis, or a combination of these bases not to exceed four percent (4%) of the aggregate
maximum limit under the policy for each covered person for at least: C )
i Daily hospital room and board expenses subject only to limitations based on
average daily cost of the semiprivate room rate in the area where the insured resides; )
ii. Miscellaneous hospital services, )
iii. Surgical services, )
iv. Anesthesia services; )
V. In-hospital medical services, and C )
Vi. Out-of-hogspital care, consisting of physicians’ services rendered on an ambulatory

basis where coverage is not provided elsewhere in the policy for diagnosis and trestment of
sickness or injury, diagnostic x-ray, laboratory services, radiation therapy, and hemodialysis
ordered by a physician.

)

d. Additional benefits. Health care benefits must also provide not fewer than three (3)
of the following additional benefits.

In-hospital private duty registered nurse services;

ii. Convalescent nursing home care;

LLLL

iii. Diagnosis and treatment by a radiologist or physiotherapist;

iv. Rental of special medical eguipment, as defined by the insurer in the policy:( )

V. Artificial limbs or eyes, casts, splints, trusses or braces; ( )
Vi. Treatment for functional nervous disorders, and mental and emotional disorders; or

)
Vii. Out-of-hospital prescription drugs and medications. ( )

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

757.--759. (RESERVED).
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IDAPA 35 - STATE TAX COMMISSION
35.01.01 - INCOME TAX ADMINISTRATIVE RULES
DOCKET NO. 35-0101-1102
NOTICE OF RULEMAKING - ADOPTION OF PENDING RULE

EFFECTIVE DATE: These rules have been adopted by the agency and are now pending review
by the 2012 Idaho State Legidature for final approval. The pending rules become final and
effective at the conclusion of the legidative session, unless the rules are approved, rejected,
amended or modified by concurrent resolution in accordance with Section 67-5224 and 67-5291,
Idaho Code. If the pending rules are approved, amended, or modified by concurrent resolution,
the rules become final and effective upon adoption of the concurrent resolution or upon the date
specified in the concurrent resolution.

AUTHORITY: In compliance with Section 67-5224(1), Idaho Code, notice is hereby given that
this agency has adopted pending rules. The action is authorized pursuant to Section(s) 63-105,
Idaho Code.

DESCRIPTIVE SUMMARY: The following is a concise explanatory statement of the reasons
for adopting the pending rules and a statement of any change between the text of the proposed
rules and text of the pending rules with an explanation of the reasons for the change.

The pending rulesare being adopted as proposed. The completetext of the proposed rule
was published in the October 5, 2011, Idaho Administrative Bulletin, Volume 11-10, pages 637
through 686.

The Tax Commission finds that the proposed version of Rule 582 is a clarification more
clearly identifying which entities the Tax Commission currently views to be “financial
institutions.” Therefore, the Tax Commission declinesto include any sort of “ effective date”
language in the proposed rule, as has been requested in the public comment. If a scenario
happens to arise where an entity is classified as a “financial institution” under the new
version of the rule, but would not have been so classified under the old version; the Tax
Commission does not intend to apply the rule to taxable years preceding 2012 in such a
scenario.

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:
N/A

ASSISTANCE ON TECHNICAL QUESTIONS:. For assistance on technica questions
concerning the pending rule, contact Cynthia Adrian at (208) 334-7670.

DATED this 25" day of November, 2011.
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STATE TAX COMMISSION Docket No. 35-0101-1102
Income Tax Administrative Rules PENDING RULE

Cynthia Adrian

Tax Policy Specialist

|daho State Tax Commission

800 Park Bl., PlazalV

P.O. Box 36, Boise, ID 83722-0410

THE FOLLOWING NOTICE WASPUBLISHED WITH THE PROPOSED RULE

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

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

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

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

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

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

Rule 032 isbeing amended to confor m to changesto the Servicemember s Civil Relief Act
(Act). The Act now changesthe Idaho terminology to match the federal terminology used.

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

Rule 075 is being amended to add the tax brackets for calendar year 2011, and remove
theinformation for calendar year 2006 so only five years of historical dataisretained in the
rule. Idaho Code section 63-3024 establishes the tax rates for individuals, trusts and estates
and requires adjusting the incometax brackets annually for the effects of inflation.
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STATE TAX COMMISSION Docket No. 35-0101-1102
Income Tax Administrative Rules PENDING RULE

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

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

Rule 171 is being amended to clarify that real property must be held 12 months to
qualify as required by the statute. The amendment also addresses the difference in
computing the holding period of property received in liquidating versus nonliquidating
distributionsfrom partnershipsand S cor por ations.

Rule 250 isbeing amended to addresswhen interest and dividend incomeisreceived by a
part-year resident.

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

Rule 266 is being amended consistent with House Bill 8, which was passed by the 2011
Idaho Legisature. The bill amended Idaho Code section 63-3022L to change when a
nonresident is ineligible to make the election to have a pass-through entity pay his tax on
such income. It also modified section 63-3026A to change what a nonresident who sells an
interest in a publicly traded partnership must report as Idaho source income. Rule 266 is
modified since it addressesthe gains or losses from the sale of a partnership interest.

Rule 267 isbeing promulgated to addressthe amount of a suspended passive activity loss
apart-year resident isallowed to deduct on their 1daho return, which would be based on the
proportion of the year theindividual resided in Idaho.

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

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

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

Rule 570 is being amended to address how the receipts from the sale of stock in another
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STATE TAX COMMISSION Docket No. 35-0101-1102
Income Tax Administrative Rules PENDING RULE

cor poration will be sourced for purposes of the sales factor numerator when it represents
the sale of operational assets of a business.

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

Rule 705 is being amended consistent with House Bill 630, which was passed by the 2011
Idaho Legislature. The bill amended 1daho Code section 63-3029A to limit the qualifying
contributions to monetary donations. Rule 705 is modified to correct the types of
contributionsthat qualify for the credit consistent with the law change.

Rule 711 isbeing amended to address how the investment tax credit may be shared in the
year a corporation with ITC isacquired.

Rules 712 & 713 are being repealed because the maximum carryover period on theyears
covered in theserules has expired.

Rules 745-748 are being amended consistent with House Bill 297, which was passed by
the 2011 I1daho Legidslature. The bill repealed 1daho Code section 63-3029E and amended
Idaho Code section 63-3029F to revise the income tax credit allowed for qualifying new
employees. Rules 745-748 are modified to indicate the applicable years for earning the
previous credit and using the carryover.

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

Rules 761 & 762 are being repealed because the statute of limitations has expired on the
tax yearscovered in theserules.

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

Rule 815 is being amended consistent with S1079, which was passed by the 2011 Idaho
Legidature. The bill amended 1daho Code section 63-3033 to provide an individual serving
in the Armed Forces or in support of the Armed Forces serving in a combat zone or
contingency oper ation with an extension of timeto pay tax without interest if an extension of
time to file was allowed under Internal Revenue Code section 7508. Rule 815 is modified
sinceit addressesthe accrual of interest with extensions.

Rule 877 is being amended consistent with House Bill 8, which was passed by the 2011
Idaho Legislature. The bill amended Idaho Code section 63-3036B to modify the base on
which backup withholding is computed from actual distributionsto distributive or prorata
income. Rule 877 is modified to conform to the statutory changes and change the due date
for filing the backup withholding from January 31 to April 15.
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STATE TAX COMMISSION Docket No. 35-0101-1102
Income Tax Administrative Rules PENDING RULE

Rule 880 is being amended consistent with S1079, which was passed by the 2011 Idaho
Legidature. The bill amended 1daho Code section 63-3072 to provide individuals who
receive an extension of time to file a tax return with additional time to receive a refund of
withholding. Rule 880 is modified since it addresses the limitations on refunds of
withholding and estimated payments.

FEE SUMMARY: The following is a specific description of the fee or charge imposed or
increased: None.

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

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

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

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

Anyone may submit written comments regarding this proposed rulemaking. All written

comments must be directed to the undersigned and must be delivered on or before October 26,
2011.

DATED this 31st day of August, 2011.

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

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

01.  Title. These rules shall be cited as IDAPA 35.01.01.000, et seq., Idaho State Tax
Commission Rules IDAPA 35.01. 01, “Income Tax Administrative Rules.” ( )

02.  Scope. Fhey-saal These rules will be construed to reach the full jurisdictional
extent of the state of Idaho’s authority to impose a tax on income of all persons who derive
income from Idaho sources or who enjoy benefits of 1daho residence. (3-20-97) )
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STATE TAX COMMISSION Docket No. 35-0101-1102
Income Tax Administrative Rules PENDING RULE

03. Effective Date. To the extent allowed by statute, rules in this chapter will be
applied on their effective date to all taxable years open for determining tax liability. ( )

04. Closed Years or Issues. Taxable years closed by the statute of limitations remain
closed and are not reopened by the promulgation, repeal or amendment of any rule. Issues

resolved by the expiration of appeal time, a notice of deficiency determination, or afinal decision
of the Tax Commission will not be reopened by the promulgation, repeal, or amendment of any

rule. ( )

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

(BREAK IN CONTINUITY OF SECTIONS)

030. RESIDENT (RULE 030).
Section 63-3013, Idaho Code. (3-20-97)

01 Resident. Theterm resident appliesto individuals, estates, and trusts.  (3-20-97)

a. An individual is a resident if he meets either of the tests set forth in Section 63-
3013, Idaho Code. For the rules relating to the residency status of aliens, see Rule 031 of these
rules. For the rules relating to the residency status of servicemembers ef-the-Armed-Ferees and
their spouses, see Rule 032 of these rules. For the rules relating to Native Americans, see Rule

033 of these rules. £3-20-974)( )
b. For the rules relating to the residency status of estates, see Rule 034 of these rules.
(3-20-97)

C. For the rules relating to the residency status of trusts, see Rule 035 of these rules.
(3-20-97)

02. Domicile. The term domicile means the place where an individual has his true,
fixed, permanent home and principal establishment, and to which place he has the intention of
returning whenever he is absent. An individual can have severa residences or dwelling places,
but he legally can have but one domicile at atime. (3-20-97)

a. Domicile, once established, is never lost until there is a concurrence of a specific
intent to abandon an old domicile, an intent to acquire a specific new domicile, and the actual
physical presence in a new domicile. (3-20-97)

b. All individuals who have been domiciled in Idaho for the entire taxable year are
residents for 1daho income tax purposes, even though they have actually resided outside Idaho
during all or part of the taxable year, except as provided in Section 63-3013(2), Idaho Code.

(7-1-98)
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STATE TAX COMMISSION Docket No. 35-0101-1102
Income Tax Administrative Rules PENDING RULE

C. An individual meeting the safe harbor exception set forth in Section 63-3013(2),
Idaho Code, is not considered a resident of Idaho. Any individua meeting the safe harbor
exception to residency statusis either a nonresident or part-year resident. (7-1-98)

d. The safe harbor exception to being a resident of Idaho does not apply to a
servicemember or a servicemember’s spouse domiciled in Idaho if the Servicemembers Civil
Relief Act appliesto theindividual. ( )

03. Place of Abode. See Rule 040 of these rules for information as to what constitutes
aplace of abode. (7-1-98)

(BREAK IN CONTINUITY OF SECTIONS)

032. MEMBERSOF THE UNIFORMED SERVICES (RULE 032).

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

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

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

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

C. The commissioned corps of the Public Health Servicein active service.  (4-2-08)
03. |daho Residency Status. (4-7-11)
a A servicemember is-heta does not become an |daho resident ef-er—demicied for

income tax purposes by reason of being present in Idaho solely as-a+esdutt-of-betng-stationed in
Idahe compliance with military orders. (4-7-11) )

391%629—Ldah9—eeele—ele$ﬂet—apply—te-a A serwcemember do&s not Iose hIS status as an Idaho
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STATE TAX COMMISSION Docket No. 35-0101-1102
Income Tax Administrative Rules PENDING RULE

resident for income tax purposes by reason of being absent from Idaho solely in compliance with
military orders. The safe harbor exception to being a resident as provided in Section 63-3013(2),
|daho Code, does not apply to a servicemember covered by the federal |aw. (4-7-11) )

C. A If a servicemember |san—l<alaharas|dent—ehly—|t—he4&elemreﬂed—m presentlno

absentfrom Idaho for he-en

reasons other than compllance W|th m|I|tarv orders, the standard analvss of readency under

Sections 63-3013, 63-3013A, and 63-3014, Idaho Code, applies. (4-7-11) )

£d. See Subsection 032.057 of this rule for information relating to a spouse of a
servicemember. (4-7-11) )

04. Military Service Compensation. (4-7-11)

a. Section 511 of the Servicemembers Civil Relief Act (50 U.S.C. App. Section 571)
provides that the military service compensation of a servicemember who isnot domiciled in Idaho
is not considered income from Idaho sources. (4-7-11)

b. The military service compensation of a servicemember who is domiciled in Idaho
is subject to Idaho income tax. However, Section 63-3022(h), Idaho Code, provides that
compensation paid to a member of the United States Armed Forces for active duty military
service performed outside Idaho is deducted from taxable income in determining the member’s
| daho taxable income. A member of the armed forces does not include the commissioned corps of
the National Oceanic and Atmospheric Administration or the commissioned corps of the Public
Health Service, unless they have been militarized by Presidential Executive Order under Title 42,
United States Code. See Section 63-3022(h), 1daho Code, for the specific qualifications of this
deduction. (4-7-11)

05. Military Separation Pay. Military separation pay received for voluntary or
involuntary separation from active military service is not considered military service
compensation. Therefore, Subsection 032.04 of this rule does not apply. (4-7-11)

a. Military separation pay isincluded in Idaho taxable income only if the recipient is
domiciled in or residing in Idaho when the separation pay is received. (3-20-97)

b. For purposes of this rule, a former active duty servicemember whose home of
record at the time of separation from the military was a state other than Idaho is not deemed to be
residing in Idaho if he moves from Idaho within thirty (30) days from the date of separation from
active duty. (3-20-97)

06. Nonmilitary Income. All lIdaho source income earned by a servicemember is
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subject to Idaho taxation except as expressly limited by the Idaho Income Tax Act and these rules.
(4-7-11)

07. Spouses of Servicemembers. Beginning on January 1, 2009, Section 511 of the
Serwcemembers Civil Rellef Act aso applles to the Spouse of aserw cemember%hespeuse%as
d. Hr-sueh-cases:

G )

a. Theldahoresidency-statusof-the If a spouse

of a servicemember has the same domicile or state of

residency for tax purposes as the servicemember, the spouse of the servicemember does not
become an Idaho resident for income tax purposes by reason of being present in Idaho solely to be
with the servicemember who is stationed in Idaho. (4-7-11) )

b. If the a spouse is-demietedn of a servicemember and the servicemember are both
| daho-aH-the-speuse’s residents for income ts-subjeet-to-tax-by tax purposes, the spouse of the
servicemember does not |ose his status as an Idaho resident for income tax purposes by reason of
being absent from Idaho solely to be with the servicemember who is stationed outside of 1daho.

@G )

C. If the spouse is not demietted—+A a resident of Idaho for income tax purposes

because of the reason stated in Paragraph 032.07.a. of this rule, income for services performed in

Idaho by the spouse will not be deemed to be income from Idaho sources. H“7( )
033. NAHWE AMERICANSINDIANS (RULE 033).

01. Definitions. For purposes of this rule: ( )

a Enrolled member means an enrolled member of a federally recognized Indian

tribe. )

b. | ndian reservation means afederally recognized Indian reservation. ( )

042. ldaho Resdency Satus. An Native American shal Indian must determine his
Idaho residency status using the tests set forth in Sections 63-3013, 63-3013A, and 63-3014,
Idaho Code. Membership in an Indian tribe does not affect that individual’s Idaho residency

status. (32097)( )

023. Certain Income Exempt from Idaho Income Taxation. An enrolled member of

who lives on a-federathyrecognized the Indian reservation of

which he isamember is not subject to taxed by |daho on income derived within theat reservation.
Rules 260 through 275 of these rules generally must be used to determine if income is derived

within the reservation. £3-20-974)( )

follows. (3—29—97&( )
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i Income derived within his tribe’s reservation is not taxable by 1daho. C )
ii. Income derived off his tribe's reservation in Idaho is subject to Idaho tax unless
otherwise exempt under Idaho or federal |aw. C )
iii. Income derived outside Idaho is not subject to Idaho tax. C )
b. An enrolled member who lives in Idaho off his tribe's reservation is subject to

Idaho tax on all income earned regardless of whether it was earned on the Indian reservation, off
the Indian reservation in Idaho, or outside of ldaho, unless such income is otherwise exempt

under Idaho or federal law. ( )
C. An enrolled member who lives off the Indian reservation outside of Idaho must

treat income earned as follows: ( )
i. |ncome derived within an Indian reservation in Idaho is not subject to tax by 1daho.

)

ii. Income derived off an Indian reservation in Idaho is subject to Idaho tax unless
otherwise exempt under |daho or federal law. ( )
iii. Income derived outside Idaho is not subject to tax by Idaho. ( )

bd.  Income derived within an federathy+recognized Indian reservation by an individual
who is not an enrolled member ef-a-federathyrecogrized-tndiantribe is not exempt.
{3-20-97) )

04. Filing Requirements. An enrolled member must determine his Idaho filing
requirement based on income earned from sources taxable by Idaho as identified in Subsection
033.03. If the enrolled member is an Idaho resident and the amount of income earned from
sources taxable by 1daho meets the federal filing requirements, the individual isrequired to file an
Idaho income tax return. If the enrolled member is a part-year resident or nonresident of |daho,
the member’s Idaho filing requirement must be determined based on gross income amounts from

income subject to 1daho tax. ( )
05. Community Property L aws. ( )
a Income subject to the community property laws retains its character as taxable or

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

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

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

a Per capita distributions paid by an Indian tribe to an enrolled member who lives on

the Indian reservation are tax- exempt by Idaho. ( )
b. Per capita distributions paid by an Indian tribe to an enrolled member who resides
off the reservation in Idaho are subject to Idaho tax. ( )
(BREAK IN CONTINUITY OF SECTIONS)
075. TAX ON INDIVIDUALS, ESTATES, AND TRUSTS (RULE 075).
Section 63-3024, 1daho Code. (3-20-04)

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

(4-7-11)

02.  Tax Computation. (5-3-03)

a. The tax rates and income tax brackets listed in Subsection 075.03 of thisrule are
those for asingle individual or married individuals filing separate returns. (4-6-05)

b. The tax imposed on individualsfiling ajoint return, filing as a surviving spouse, or
filing as a head of household is twice the tax that would be imposed on one-half (1/2) of the total
|daho taxable income of asingle individual. (4-7-11)

C. For example, if amarried couple filing ajoint return reports Idaho taxable income
of thirty thousand dollars ($30,000), the tax is computed as if they had taxable income of fifteen
thousand dollars ($15,000). The tax amount is multiplied by two (2). (4-7-11)
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03. Tablesldentifying theldaho Tax Rates and Income Tax Brackets.  (3-20-04)

I RAECTASAREENCGOMES A=A

Atleast Butlessthan s Plys

$0-00 $1.108.00 $0 + 168U of taxableincome
$4493.00 $2.395.00 $1017 + % olhe amountover 110800
$2.396-00 $3.594.00 $62.20 4+ 4 A ol the amerntover$2.30600
$3.594.00 $4.793.00 $111.43 + Bt ol theameountover$2.504-00
$4-793.60 $5-004.00 $172.53 + 5l ofthe amountover$4.793.00
$5,991.00 $8.986.00 $24562 + 71%ofthe amountover$5-:991.00

ba. For taxable years beginning in 2007:

IF IDAHO TAXABLE INCOME IS IDAHO TAX

At least But less than Is Plus

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

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

(4-7-11)

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

dc. For taxable years beginning in 2009:

(4-7-11)

IF IDAHO TAXABLE INCOME IS IDAHO TAX
At |least But less than Is Plus
$1 $1,321 $0 + 1.6% of taxable income
$1,321 $2,642 $21.13 + 3.6% of the amount over $1,321
$2,642 $3,963 $68.69 + 4.1% of the amount over $2,642
$3,963 $5,284 $122.84 + 5.1% of the amount over $3,963
$5,284 $6,604 $190.21 + 6.1% of the amount over $5,284
$6,604 $9,907 $270.78 + 7.1% of the amount over $6,604
$9,907 $26,418 $505.24 + 7.4% of the amount over $9,907
$26,418 or more $1,727.05 + 7.8% of the amount over $26,418
Tax and bracket amounts were calculated using consumer price index amounts published on April 28, 2009.

ed. For taxable years beginning in 2010:

(4-7-11)

IF IDAHO TAXABLE INCOME IS IDAHO TAX
At least But less than Is Plus
$1 $1,316 $0 + 1.6% of taxable income
$1,316 $2,632 $21.06 + 3.6% of the amount over $1,316
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IF IDAHO TAXABLE INCOME IS IDAHO TAX
At least But less than Is Plus
$2,632 $3,948 $68.44 + 4.1% of the amount over $2,632
$3,948 $5,264 $122.40 + 5.1% of the amount over $3,948
$5,264 $6,580 $189.52 + 6.1% of the amount over $5,264
$6,580 $9,870 $269.80 + 7.1% of the amount over $6,580
$9,870 $26,320 $503.39 + 7.4% of the amount over $9,870
$26,320 or more $1,720.69 + 7.8% of the amount over $26,320
Tax and bracket amounts were calculated using consumer price index amounts published on May 4, 2010.

(4-7-11)
e For taxable years beginning in 2011:
IF IDAHO TAXABLE INCOME IS IDAHO TAX
At least But less than Is Plus
$1 $1.338 $0 + 1.6% of taxable income
1,338 $2.676 21.41 + 3.6% of the amount over $1,338
$2.676 $4.014 $69.58 + 4.1% of the amount over $2,676
$4.014 $5.352 $124.44 + 5.1% of the amount over $4.014
5,352 6.690 $192.68 + 6.1% of the amount over $5,352
$6.690 $10,035 $274.30 + 7.1% of the amount over $6,690
$10,035 $26.760 $511.80 + 7.4% of the amount over $10,035
$26.760 or more $1,749.45 + 7.8% of the amount over $26.760
Tax and bracket amounts were calculated using consumer price index amounts published on May 24, 2011.

)

(BREAK IN CONTINUITY OF SECTIONS)

105. ADJUSTMENTS TO TAXABLE INCOME -- ADDITIONS REQUIRED OF ALL
TAXPAYERS (RULE 105).
Section 63-3022, Idaho Code. The following items must be added by all taxpayers in computing

|daho taxable income. £3-20-974)( )

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

@150 )

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

99 )

03. Capital Loss Carryover Deduction. As provided in Section 63-3022(i), 1daho
Code: (3-30-01)

a. A corporation shalt must add a capital |oss that was deducted in computing taxable
income if the capital loss occurred during a taxable year when the corporation did not transact
businessin Idaho, unless the corporation was part of a unitary group with at least one (1) member
of the group taxable by Idaho for that taxable year. -1-99)( )

b. Anindividual shalt must add a capital |oss that was deducted in computing taxable
income if the capital loss was incurred in an activity not taxable by lIdaho at the time it was

incurred. 53063 )

04. Interest and Dividend Income Exempt From Federal Taxation. As provided in
Section 63-3022M, Idaho Code, add certain interest and dividend income that is exempt from
federa income tax must be added. For example, add interest income from state and local bonds
that is exempt from federal income tax pursuant to Section 103, Internal Revenue Code, must be

added. 99 )

a. Interest from bonds issued by the state of Idaho or its political subdivisions is
exempt from Idaho income tax and, therefore, is not required to be added to taxable income.

(3-20-97)

b. If ataxpayer has both Idaho and non-Idaho state and municipal interest income,

expenses not allowed pursuant to Sections 265 and 291, Internal Revenue Code, shal must be
prorated between the Idaho and non-ldaho interest income as provided in Subsections 105.04.b.i.

and 105.04.b.ii. The addition to taxable income required for non-ldaho state and municipal
interest income shal must be offset by the expenses prorated to that interest income. The
allowable offset may not exceed the reportable amount of interest income. An unused offset may
not be carried back or carried over. A schedule showing the interest and related offsets shal must

be attached to the return. {4-5-00)( )

I Expenses prorated to Idaho state and municipal interest income shal-be are based
on the ratio of Idaho state and munici