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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

LOCAL GOVERNMENT & TAXATION Page 15 2012 PENDING RULE BOOK



STATE TAX COMMISSION Docket No. 35-0101-1102
Income Tax Administrative Rules PENDING RULE

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 municipal interest income to total state and municipa interest

income. 98 ()

ii. Expenses prorated to non-ldaho state and municipal interest income shat-be are
based on the ratio of non-ldaho state and municipal interest income to total state and municipal

interest income. 98 )
05. Interest Expense Attributable to Tax-Exempt Interest Income. As provided by
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Section 63-3022M, Idaho Code, a taxpayer shal must add interest expense on indebtedness
incurred to purchase or carry certain obligations that produce tax-exempt interest income.
Because this addition serves to offset the tax-exempt interest income, it is often referred to as an
interest expense offset related to tax-exempt interest income. See Rule 115 of these rules for the
computation of the interest expense offset related to tax-exempt interest. {7-1-99) )

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

200604 )

(BREAK IN CONTINUITY OF SECTIONS)

120. ADJUSTMENTS TO TAXABLE INCOME -- SUBTRACTIONS AVAILABLE TO
ALL TAXPAYERS (RULE 120).

Section 63-3022, Idaho Code. The following items are allowable subtractions to all taxpayersin
computing |daho taxable income. £3-20-974)( )

01. Sate and Local Income Tax Refunds. Subtract-from-taxable-heome-state and
local income tax refunds included in taxable income may be subtracted, unless the refunds have
aready been subtracted pursuant to Section 63-3022(a), |daho Code. (3-15-02) )

02. Idaho Net Operating Loss. As provided in Section 63-3022(c), Idaho Code,
subtraet-the an 1daho net operating loss deduction described in Section 63-3021, 1daho Code, and
allowed by Section 63-3022(c), Idaho Code, and Rules 200 through 210 of these rules may be
subtracted. An S corporation or a partnership that incurs a loss is not entitled to clam a net
operating loss deduction. The loss is passed through to the shareholders and partners who may

deduct the | oss. 7199 )

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

following: 199 )

a. Interest income from obligations issued by the United States Government. Gain
recognized from the sale of United States Government obligations is not exempt from Idaho tax
and, therefore, may not be subtracted from taxable income. For the interest expense offset, see
Rule 115 of these rules. (7-1-99)
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b. Idaho lottery prizes exempt by Section 67-7439, Idaho Code. For prizes awarded
on lottery tickets purchased in Idaho after January 1, 1998, a subtraction is allowed for each
lottery prize that is less than six hundred dollars ($600). If a prize equals or exceeds six hundred
dollars ($600), no subtraction is allowed. The full amount of the prize isincluded in income.

(4-5-00)

04.  Benated Technological Equipment Donation. As provided by Section 63-3022J,
ldaho Code, and Rule 180 of these rules, sdbtraet the fair market value of technologica
equipment donated to qualifying institutions may be subtracted. Lo )

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

- See Rule 193 of these
5809 )

06.  Special First-Year Depreciation Allowance. As provided by Section 63-30220,
ldaho Code, if a taxpayer claims the specia first-year depreciation allowance on property
acquired before 2008 or after 2009 pursuant to Section 168(k), Internal Revenue Code, the
adjusted basis of that property and the depreciation deduction allowed for Idaho income tax
purposes shatt must be computed without regard to the special first-year depreciation allowance.
The adjustments required by this subsection do not apply to property acquired after 2007 or
before 2010. (5-8-09) )

a. Depreciation. Sdbtraet-tThe amount of depreciation computed for Idaho income
tax purposes that exceeds the amount of depreciation computed for federal income tax purposes

may be subtracted. (3-20-04) )

b. Gains and losses. During the recovery period, the adjusted basis of depreciable
property computed for federal income tax purposes will be less than the adjusted basis for 1daho
income tax purposes as a result of claiming the special first-year depreciation alowance. If aloss
gualifies as a capital loss for federal income tax purposes, the federal capital loss limitations and
carryback and carryover provisions shaH apply in computing the Idaho capital 1oss allowed.

2004 )

I If a sale or exchange of property results in a gain for both federal and Idaho
income tax purposes, subtract a subtraction is allowed for the difference between the federal and
|daho gains computed prior to any applicable Idaho capital gains deduction. (3-20-04) )

ii. If asale or exchange of property resultsin a gain for federal income tax purposes
and an ordinary loss for Idaho income tax purposes, sdbtract the federal gain and the Idaho loss
must be added together and the total may be subtracted. For example, if ataxpayer has a federal
gain of five thousand dollars ($5,000) and an Idaho loss of four thousand dollars ($4,000), the
amount subtracted would be nine thousand dollars ($9,000). oy )
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iii. If a sale or exchange of property results in an ordinary loss for both federal and
Idaho income tax purposes, sabtract the difference between the federal and Idaho losses may be
subtracted. For example, if ataxpayer has a federal loss of three hundred dollars ($300) and an
Idaho loss of five hundred dollars ($500), the amount subtracted would be two hundred dollars

($200). 2064 )

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

(3-20-04)

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

in the prior taxable year. 43106} )

121. ADJUSTMENTS TO TAXABLE INCOME -- SUBTRACTIONS AVAILABLE
ONLY TO INDIVIDUALS (RULE 121).
Section 63-3022, 1daho Code. (3-20-97)

01 Income Not Taxable by Idaho. As provided in Section 63-3022(f), 1daho Code,
subtract the amount of income that is exempt from Idaho income tax if included in taxable

income. Income exempt from taxation by Idaho includes the following: (7-1-99)
a. Certain income earned by American Indians. See Rule 033 of these rules. (5-3-03)
b. Retirement payments received pursuant to the old Teachers Retirement System.

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

02. Military Compensation for Service Performed Outside Idaho. As provided in
Section 63-3022(h), 1daho Code, certain members of the United States Armed Forces may deduct
from taxable income their military service pay received for military service performed outside
Idaho. See Rule 032 of these rules. (3-30-02)

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

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

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

dc. For taxable years beginning on or after January 1, 2000, the standard deduction
alowed on a married filing joint return shall be equal to two (2) times the basic standard
deduction for a single individual. Add to this amount any additional standard deduction for the
aged or blind allowed for federal income tax purposes. (3-30-01)

04. Social Security and Railroad Retirement Benefits. As provided in Section
63-3022(1), Idaho Code, subtract from taxable income the amount of social security and certain
raillroad retirement benefits included in gross income pursuant to Section 86, Internal Revenue
Code. (3-30-012)

a. The term social security benefits includes United States social security benefits
and Canadian social security pensions received by a United States resident that are treated as
United States social security benefits for United States income tax purposes. (7-1-99)
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b. The term certain railroad retirement benefits means the following amounts paid by
the Railroad Retirement Board: (4-6-05)
I Annuities, supplemental annuities, and disability annuities, including the Tier |
social security equivalent benefits, and the Tier || pension amounts; (4-6-05)
ii. Railroad unemployment; and (4-6-05)
iii. Sickness benefits. (4-6-05)

05. Self-Employed Worker's Compensation Insurance Premiums. As provided in
Section 63-3022(m), Idaho Code, self-employed individuals may subtract from taxable income
the premiums paid to secure worker’'s compensation insurance for coverage in Idaho if the
premiums have not been previously deducted in computing taxable income. The term worker’s
compensation insurance means “workmen’'s compensation” as defined in Section 41-506(d),
Idaho Code. Premiums paid to secure worker's compensation insurance coverage are those
payments made in compliance with Section 72-301, Idaho Code. (3-30-012)

06. Retirement Benefits. As provided in Section 63-3022A, Idaho Code, and Rule
130 of these rules, a deduction from taxable incomeis alowed for certain retirement benefits.
(3-20-97)

07. Insulation of an Idaho Residence. As provided in Section 63-3022B, Idaho
Code, and Rule 140 of these rules, a deduction from taxable income is allowed for qualified
expenses related to the addition of insulation of an Idaho residence built before 1976.

2099 )

08.  Alternative Energy Devices. As provided in Section 63-3022C, Idaho Code, and
Rule 150 of theserules, adeduction from taxable incomeis allowed for qualified expenses related
to the acquisition of an alternative energy device used in an Idaho residence. (3-20-97)

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

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

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

12.  Capital Gains. As provided in Section 63-3022H, Idaho Code, and Rules 170
through 173 of these rules, a deduction from taxable income may be allowed for net capital gains
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recognized from the sale of qualified |daho property. £3-20-974)( )

13.  Adoption Expenses. As provided in Section 63-3022I, Idaho Code, and Rule 185
of these rules, a deduction from taxable income is allowed for certain expenses incurred when
adopting a child. (3-20-97)

14. Idaho Medical Savings Account. As provided in Section 63-3022K, 1daho Code,
and Rule 190 of these rules, a deduction from taxable income is allowed for qualifying
contributions to and interest earned on an Idaho medical savings account. (4-5-00)

15. Idaho College Savings Program. As provided in Section 63-3022(n), Idaho
Code, a deduction from taxable income is allowed for qualifying contributions to a college
savings program. (3-15-02)

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

17.  Unused Net Operating L osses of Estates and Trusts. An unused net operating
loss carryover remaining on termination of an estate or trust is allowed to the beneficiaries

succeeding to the property of the estate or trust. The carryover amount is the same in the hands of
the beneficiaries as in the hands of the estate or trust. The first one hundred thousand dollars
($100,000) of loss sustained in any taxable year of an estate or trust must first be carried back by
the estate or trust unless an election has been made as provided by Section 63-3022(c), |daho
Code, to forego the carryback. The first taxable year of the beneficiaries to which the net
operating loss is to be carried is the taxable year of the beneficiary in which the estate or trust
terminates. No part of a net operating loss incurred by an estate or trust can be carried back by a
beneficiary, even if the estate or trust had no preceding taxable years eligible for a carryback. For
purposes of determining the number of yearsto which aloss may be carried over by a beneficiary,
the last taxable year of the estate or trust and the first taxable year of the beneficiary to which a
lossis carried over each constitute a taxable year. ( )

(BREAK IN CONTINUITY OF SECTIONS)

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

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

01. In Gener al. Fertaxable-years-beghning-en-and-afterJanuary-1-200%+-Section
63-30220, Idaho Code, requires that when computing Idaho taxable income, the amount of the
adjusted basis of depreciable property, depreciation, and gains and losses from the sale, exchange,
or other disposition of depreciable property acquired after September 10, 2001, and before
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December 31, 2007, shaH or acquired after December 31, 2009, must be computed without regard
to bonus depreciation alowed by Section 168(k), Internal Revenue Code. In order to meet this
requirement, a taxpayer shal must be consistent in making the Idaho adjustments required for all
the taxable years in which federal bonus depreciation is claimed. See Subsection 125.02 of this
rule. The adjustments required by this rule do not apply to property acquired after 2007 or before

2010. Looo )
02. Depreciation. (4-2-08)
a. If ataxpayer makes the Idaho addition in the first taxable year bonus depreciation

was claimed for federal income tax purposes, in the subsequent taxable years the taxpayer shal-be
is entitled to the Idaho subtractions for the additional depreciation computed for 1daho income tax
purposes that exceeds the amount of depreciation claimed for federal income tax purposes.

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

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

d. Example. A corporation transacted business in California and Oregon during
taxable year 2003. In 2004, the taxpayer began transacting business in Idaho and was required to
file an Idaho corporation income tax return for that year. On the federal return filed for 2003, the
taxpayer claimed bonus depreciation for assets placed in service that year. Because the taxpayer
was not required to file an Idaho corporation income tax return for 2003, there was no Idaho
bonus depreciation addition required of the taxpayer. In 2004, the second year of deprecation for
the assets placed in service in 2003, the taxpayer was required for 1daho income tax purposes to
compute depreciation on the assets as if bonus depreciation had not been claimed. The difference
in the amount of 1daho depreciation and the depreciation claimed for federal income tax purposes
for 2004 would be allowed to the taxpayer as an I daho subtraction since the taxpayer was required
to file an Idaho corporation income tax return for that year. Assuming the taxpayer files an Idaho
corporation income tax return for the remaining years when depreciation on the assetsis allowed,
the taxpayer will be allowed the Idaho subtraction in those years for the difference in the Idaho
and federal depreciation amounts. If the corporation transacted business in Idaho during 2003
only, the return filed for that year should reflect the Idaho addition for the difference in the
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amount of Idaho depreciation and the depreciation claimed for federal income tax purposes, even
though the subtractions will not apply in subsequent years. (4-2-08)

(BREAK IN CONTINUITY OF SECTIONS)

171. IDAHO CAPITAL GAINSDEDUCTION -- QUALIFIED PROPERTY (RULE 171).
Section 63-3022H, 1daho Code. (3-20-97)

01. Tangible Personal Property. Tangible personal property qualifies for the Idaho
capital gains deduction if it was used in Idaho for at least twelve (12) months by a revenue-
producing enterprise as defined by Section 63-3022H(4), Idaho Code, and Rule 172 of theserules.
(4-7-11)

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

a. Easements and rights of way, including agricultural, forest, historic, or open-space
easements; (4-7-12)
b. Grazing permits; (4-7-12)
C. Leasehold interests; (4-7-11)
d. Options; (4-7-11)

e Water, mineral, hunting and fishing, renewable energy, and land surface rights;
(4-7-11)
f. Conservation easements; (4-7-11)
g. Scenic easements. (4-7-12)

03. Gain from Forfeited Rights and Payments. Gain attributable to a cancellation,
lapse, expiration, or other termination of a contract right or obligation does not qualify for the
Idaho capital gains deduction. Thisincludes any gain from the lapse of an option or from forfeited
earnest money, down payment, or similar payments, related to otherwise qualifying property.

(4-7-11)

04.  Timber. Asused in Section 63-3022H(3)(e), Idaho Code, qualified timber grown
in ldaho includes: (3-20-97)
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a. Standing timber held as investment property that is a capital asset pursuant to
Section 1221, Internal Revenue Code; and (3-20-97)
b. Cut timber if the taxpayer elects to treat the cutting of timber as a sale or exchange
pursuant to Section 631(a), Internal Revenue Code. (3-20-97)
05. Holding Periods. (3-20-97)
a. In General. To qualify for the capital gains deduction, property otherwise eligible

for the Idaho capital gains deduction must be held for specific time periods. The holding periods
for Idaho purposes generally follow Sections 1223 and 735, Internal Revenue Code. (5-8-09)

b. Exception to the Tacked-On Holding Period. The holding period of property given
up in a tax-free exchange is not tacked on to the holding period of the property received if the
property given up was nonqualifying property based on the requirements of Section 63-3022H(3),
Idaho Code. Nonqualifying property includes: (7-1-98)

I Rea or tangible persona property not having an ldaho situs at the time of the
exchange; and (7-1-98)

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

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

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

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

ii. Assume the same facts as in the example in Subparagraph 171.05.d.i. except the
taxpayer’s original purchase was land in Idaho. Because the taxpayer owned rea property in
Idaho that was exchanged for a second parcel of real property in Idaho, the holding period of the
Idaho land given up tacks on to the holding period of the second parcel of 1daho land. Because the
holding period of the second property, which includes the holding period of the first property, was
at least twelve (12) months, the gain from the sale of the second parcel of real property qualifies
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for the Idaho capital gains deduction. (4-7-11)
06. Holding Periods of S Corporation and Partner ship Property. (7-1-98)

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

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

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

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

held the property. ()

(BREAK IN CONTINUITY OF SECTIONS)

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

01. TaxonIncomeFrom Idaho Sources. All income earned or received from sources
within Idaho is subject to Idaho income taxation. For nonresidents and part-year residents, income
from sources within Idaho shal must be determined in accordance with Section 63-3026A(3),
Idaho Code, and Rules 260 through 275 of these rules. £3-36-01)( )
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02.  Tax on Income Received by Individuals Residing in or Domiciled in Idaho. All
income earned or received by an individual who resides in or is domiciled in Idaho is subject to
|daho income taxation without regard to the source of the income. (3-20-97)

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

04. Receipt of Intangible Income -- Part-Year Residents. (3-30-012)

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

taxable year. ( )

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

@366 )

be. A part-year resident shaH must report such income to Idaho in the proportion that
the number of days during the taxable year that the individual qualified as an Idaho part-year
resident bearsto total daysin the taxable year.

ed. Example. An individual converts an amount from atraditional IRA to a Roth IRA
in year one (1). He elects to have the income taxed over four (4) years. The individual moves to
Idaho on August 1 of year two (2). Since the individual was an Idaho resident for one hundred
fifty-three (153) days of year two (2), he must report as |daho income forty-two percent (42%) of

hisincome from the conversion to a Roth IRA for that year. (3-30-01)
05. Receipt of Pass-Through Items of Income and L osses -- Part-Year Residents.

(3-30-01)

a. For a part-year resident who is a shareholder in an S corporation, or a partner in a

partnership, the income, gains, losses and other pass-through items from the S corporation or
partnership are treated as received ratably during the taxpayer’s taxable year. If the taxpayer was
not a shareholder or partner for the entire taxable year, the pass-through items are treated as
received ratably during the perted portion of the taxable year the taxpayer was a shareholder of
the S corporation or partner of the partnership. 3-36-04( )

b. For apart-year resident who isabeneficiary of an estate or trust, the income, gains,
losses and other pass-through items from the estate or trust are treated as received ratably during
the taxpayer’staxable year. If the taxpayer was not a beneficiary of the estate or trust for the entire
taxable year, the pass-through items are treated as received ratably during the peried portion of
the taxable year the taxpayer was a beneficiary of the estate or trust. 33604/ )
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C. A part-year resident shaH must report such income to Idaho in the proportion that
the number of days during the taxable year that the individual qualified as an Idaho part-year
resident bearsto total daysin the taxable year. (3-30-01) )

(BREAK IN CONTINUITY OF SECTIONS)

253. NONRESIDENT AND PART-YEAR RESIDENT INDIVIDUALS -- ADDITIONS
REQUIRED IN COMPUTING IDAHO ADJUSTED INCOME.

Section 63-3026A(6), Idaho Code. The following items must be added to Idaho adjusted gross
income in computing the Idaho adjusted income of nonresident and part-year resident individuals.

(4-7-11)

01. Interest and Dividends Not Taxable Pursuant to the Internal Revenue Code.
(3-20-97)
a. Part-Year Residents. Interest and dividend income not taxable pursuant to the

Internal Revenue Code that was received while residing in or domiciled in Idaho must be added.
However, interest received from obligations of the state of 1daho or any political subdivision of
Idaho is exempt from Idaho income tax and is not added. (4-7-11)

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

(4-7-11)

02. Net Operating L oss Deduction. The amount of the net operating loss deduction
included in Idaho adjusted gross income must be added. (4-7-12)

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

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

05. Idaho Medical Savings Account. An account holder must add the amount of any
nonqualified withdrawal from an Idaho medical savings account if the withdrawal was not made

for the purpose of paying eligible medical expenses. (4-7-11)
06. | daho College Savings Program. (4-7-11)
a. An account owner must add the amount of a nonqualified withdrawal from an

Idaho college savings program, less the amount included in the account owner’s Idaho adjusted
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gross income. Nonqualified withdrawal is defined in Section 33-5401, Idaho Code. (4-7-11)

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

(4-7-11)

07.  Special First-Year Depreciation Allowance. As provided by Section 63-30220,
ldaho Code, if a taxpayer claims the specia first-year depreciation allowance on property
acquired before 2008 or after 2009 pursuant to Section 168(k), Internal Revenue Code, the
adjusted basis of that property and the depreciation deduction allowed for 1daho income tax
purposes must be computed without regard to the special first-year depreciation allowance. An
individual must add the amount of depreciation computed for federal income tax purposes that
exceeds the amount of depreciation computed for Idaho income tax purposes. This addition does
not apply to depreciation computed on property acquired after 2007 or before 2010.

@)
08. Certain Expensesof Eligible Educators. The amount of out-of-pocket classroom
expenses deducted pursuant to Section 62, Internal Revenue Code, must be added. (4-7-11)

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

Section 63-3026A(6), Idaho Code. The following items are allowable subtractions in computing
the 1daho adjusted income of nonresident and part-year resident individuals. £3-20-974)( )

01. |daho Net Operating L oss-Garryever. Sdbtract-the An |daho net operating loss
deduction described in Section 63-3021, Idaho Code, and allowed by Section 63-

3022(c), Idaho Code, and Rules 200 through 210 of these rules, may be subtracted to the extent
the loss was incurred while the taxpayer was residing in or domiciled in Idaho or to the extent the
loss was from activity taking place in Idaho. A net operating loss incurred from an activity not
taxable by 1daho may not be subtracted. (5-3-03) )

02. Sate and Local Income Tax Refunds. Subtract—state and local income tax
refunds included in Idaho total income may be subtracted unless the refunds have aready been
subtracted pursuant to Section 63-3022(a), Idaho Code. 31502 )

03. Income Not Taxable by Idaho. Sdbtraet As provided in Section 63-3022(f),
|daho Code, income that is exempt from Idaho income taxation by alaw of the state of 1daho or of
the United States; may be subtracted if that income is included in Idaho total income and has not
been previously subtracted. Income net—taxable exempt from taxation by ldaho includes the

following: 31502 )
a. Interest income from obligations issued by the United States Government. Gain

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

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

(4-5-00)

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

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

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

Armed Forces. 31502 )

05. Social Security and Railroad Retirement Benefits. Subtract—social security
benefits and benefits paid by the Railroad Retirement Board that are taxable pursuant to the
Internal Revenue Code; may be subtracted to the extent the benefits are included in Idaho tota
income. See Subsections 121.04.a. and 121.04.b. of these rules. 31502 )

06. Household and Dependent Care Expenses. SubtracttThe allowable portion of
household and dependent care expenses that meets the requirements of Section 63-3022D, 1daho
Code, may be subtracted if incurred to enable the taxpayer to be gainfully employed in Idaho. To
determine the allowable portion of household and dependent care expenses, ealedlate a
percentage is calculated by dividing Idaho earned income by total earned income. Multiphy-tThe
qualified expenses are multiplied by the percentage. Earned incomeis defined in Section 32(c)(2),
Internal Revenue Code. 3-20-9%( )

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

08. Deduction for Dependents Sixty-Five or Older or with Developmental
Disabilities. Sdubtract-o0ne thousand dollars ($1,000) may be subtracted for each person who
meets the requirements of Section 63-3022E, Idaho Code. The deduction may be claimed for no
more than three (3) qualifying dependents. If a dependent has not lived in the maintained
household for the entire taxable year, the alowable deduction is eighty-three dollars ($83) for
each month the dependent resided in the maintained household during the taxable year. For
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purposes of thisrule, afraction of amonth exceeding fifteen (15) daysistreated as a full month.

32099 )

09.  Adoption Expenses. Subtract-tThe allowable portion of adoption expenses that
meets the requirements of Section 63-30221, Idaho Code, may be subtracted. To determine the
allowable portion, calculate a percentage is calculated by dividing Idaho total income by total
income. MuHiply—tThe deduction allowable pursuant to Section 63-3022I, Idaho Code, is

multiplied by the percentage. 31502 )
10. Capital Gains Deduction. SubtraettThe |daho capital gains deduction allowed by
Section 63-3022H, Idaho Code, may be subtracted. 3-20-94( )
11. Idaho M edical Savings Account. (7-1-98)

a. Subtracet The qualifying amount of contributions to an Idaho medical savings
account that meets the requirements of Section 63-3022K, Idaho Code, may be subtracted.

98 )
b. Subtraett nterest earned on an Idaho medical savings account may be subtracted
to the extent included in Idaho total income. 31502 )

12.  Technological Equipment Donation. Subtract-donrations As provided by Section

63-3022J, Idaho Code and Rule 180 of these rules, the fair market value of technological
equipment aHew : . 0 serules donated to
gualifying |nst|tut|ons may be subtracted £3-20-974)( )

13. Worker’s Compensation Insurance. As allowed by Section 63-3022(m), Idaho

Code, a self-employed individual may subtract the premiums paid for worker’s compensation for
coverage in Idaho to the extent not previously subtracted in computing I daho taxable income.

(3-30-01)

14. Idaho College Savings Program. Sdbtraet—The qualifying amount of
contributions to a college savings program that meets the requirements of Section 63-3022(n),
|daho Code, may be subtracted. 3-15-02)( )

15. Retirement Benefits. As provided in Section 63-3022A, Idaho Code, and Rule
130 of these rules, a deduction from taxable income is allowed for certain retirement benefits. To
determine the allowable portion of the deduction for certain retirement benefits, ealedtate a
percentage is calculated by dividing the qualified retirement benefits included in Idaho gross
income by the qualified retirement benefits included in federal gross income. Mukiphy—+tThe
deduction allowable pursuant to Section 63-3022A, Idaho Code, and Rule 130 of these rules, is

multiplied by the percentage. 3-36-61)( )

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

17. Long-Term Care Insurance. As provided in Section 63-3022Q, Idaho Code, a
deduction from taxable income is allowed for the allowable portion of premiums paid during the
taxable year for qualifying long-term care insurance for the benefit of the taxpayer, a dependent of
the taxpayer or an employee of the taxpayer that have not otherwise been deducted or accounted
for by the taxpayer for Idaho income tax purposes. To determine the allowable portion, ealedtate
a percentage is calculated by dividing Idaho total income by total income. Multiphy—tThe
deduction allowable pursuant to Section 63-3022Q, 1daho Code, is multiplied by the percentage.
See Rule 193 of these rules. {5-8-09)( )

18.  Special First-Year Depreciation Allowance. As provided by Section 63-30220,
ldaho Code, if a taxpayer claims the specia first-year depreciation allowance on property
acquired before 2008 or after 2009 pursuant to Section 168(k), Internal Revenue Code, the
adjusted basis of that property and the depreciation deduction allowed for 1daho income tax
purposes shatt must be computed without regard to the special first-year depreciation allowance.
The adjustments required by this subsection do not apply to property acquired after 2007 or
before 2010. (5-8-09) )

a. Depreciation. SdbtraettThe amount of depreciation computed for Idaho income
tax purposes that exceeds the amount of depreciation computed for federal income tax purposes

may be subtracted. (3-20-04) )

b. Gains and losses. During the recovery period, the adjusted basis of depreciable
property computed for federal income tax purposes will be less than the adjusted basis for 1daho
income tax purposes as a result of claiming the special first-year depreciation alowance. If aloss
qgualifies as a capital loss for federal income tax purposes, the federal capital loss limitations and
carryback and carryover provisions shaH apply in computing the Idaho capital 1oss allowed.

2004 )

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

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

iii. If a sale or exchange of property results in an ordinary loss for both federal and
|daho income tax purposes, sabtract the difference between the federal and Idaho losses may be
subtracted. For example, if ataxpayer has a federal loss of three hundred dollars ($300) and an
Idaho loss of five hundred dollars ($500), the amount subtracted would be two hundred dollars

($200). 2064 )
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iv. If asale or exchange of property resultsin acapital loss for both federa and Idaho
income tax purposes, apply the capital loss limitations and subtract the difference between the
federal and Idaho deductible capital losses. For example, if ataxpayer has afedera capital loss of
six thousand dollars ($6,000) and an Idaho capital loss of eight thousand dollars ($8,000), both the
federal and Idaho capital losses are limited to a deductible capital loss of three thousand dollars
($3,000). In this case, no subtraction is required for the year of the sale. In the next year, assume
the taxpayer had a capital gain for both federal and Idaho purposes of two thousand dollars
($2,000). The capital loss carryovers added to the capital gain results in a federal deductible
capital loss of one thousand dollars ($1,000) and an ldaho deductible capital loss of three
thousand dollars ($3,000). The taxpayer would subtract the difference between the federal and
Idaho deductible losses or two thousand dollars ($2,000) in computing Idaho taxable income.

(3-20-04)

(BREAK IN CONTINUITY OF SECTIONS)

263. |DAHO SOURCE INCOME OF NONRESIDENT AND PART-YEAR RESIDENT
INDIVIDUAL S -- DISTRIBUTIVE SHARE OF SCORPORATION AND PARTNERSHIP
INCOME (RULE 263).

Section 63-3026A(3), Idaho Code. (3-20-97)

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

(3-20-97)

02.  Nonbusiness Income. Pass-through items of identifiable nonbusiness income,
gains, or losses of an S corporation or partnership constitute Idaho source income to the
shareholder or partner if allocable to Idaho pursuant to the principles set forth in Section 63-3027,
|daho Code. (3-20-97)

03. Pass-Through Items. Whether a pass-through item of income or loss is business
or nonbusiness income is determined at the pass-through entity level. Pass-through items of

business income or loss may include: (3-20-97)
a. Ordinary income or loss from trade or business activities; (3-20-97)
b. Net income or loss from rental real estate activities; (3-20-97)
C. Net income or loss from other rental activities, (3-20-97)
d. Interest income; (3-20-97)
e Dividends; (3-20-97)
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f. Royalties; (3-20-97)
g. Capital gain or loss, (3-20-97)
h. Other portfolio income or 10ss; (3-20-97)

I Gain or loss recognized pursuant to Section 1231, Internal Revenue Code.
(3-20-97)

04. Guar anteed Payments The amount of guaranteed payments received by a
partner that is from Idaho sources is determined by multiplying the taxable amount of guaranteed

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

05. Distributions. ( )

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

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

)

C. The ldaho apportionment factor for purposes of Paragraphs 263.05.a. and
263.05.b. of this rule is determined pursuant to Section 63-3027, |daho Code, and related rules.

)

(BREAK IN CONTINUITY OF SECTIONS)

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

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

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

b. Interest income from the sale of rea or tangible persona property on the
installment method is treated as income from the sale of the underlying property and is therefore
sourced to Idaho if the underlying property was located in Idaho when sold. (7-1-99)

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

d. Gains or losses from the sale or other disposition of a partnership interest or stock

in an S corporation are sourced to Idaho by using the Idaho apportionment factor for the entity for
the taxable year immediately preceding the year of the sale of the interest or stock. However, a
gain or loss from the sale of an interest in a publicly traded partnership transacting business in
Idaho is Idaho source income to the extent of the gain or loss determined under Section 751,
Internal Revenue Code, multiplied by the 1daho apportionment factor of the partnership for the
year in which the sale occurred. 41106} )

02. Interest Income Earned on a Bank Account. (7-1-99)

a. Personal Bank Accounts. Interest income earned on a personal bank account is
sourced to the owner’s state of domicile. A personal bank account is an account that isnot used in
connection with a business. (7-1-99)

b. Business Bank Accounts. If the business is a sole proprietorship, see Rule 265 of
theserules. If the businessis an S corporation or partnership, see Rule 263 of these rules.(7-1-99)

03. Payment of Penalties. Payment of penalties shal-be is sourced to Idaho the same
as interest income. This includes penalties arising from the prepayment or late payment of an
installment contract. If the installment contract is for the sale of Idaho property, any penaltiesy
paid shat-be is Idaho source income. 5-8-09)( )

04. Covenant Not to Compete Income from a covenant not to compete is sourced to

immediately preceding the year of the sale. 43106} )

05. Goodwill. Gain or loss from the sale of goodwill from a business transacting
businessin Idaho is sourced to |daho based on the I|daho apportionment factor of the business sold

for the taxable year immediately preceding the year of the sale. ( )

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

5809 )

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

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

actlwty ( )

02. |daho Activity. An activity is an |daho activity only to the extent the income from
that activity would be included in the Idaho taxable income of a nonresident pursuant to Section
63-3026A, Idaho Code. If a passive activity is engaged in both within and without 1daho, the
principles of alocation and apportionment of income set forth in Section 63-3027, |daho Code,
and related rules must be applied to determine the extent of 1daho activity. ( )

03. Prior Year L osses. Suspended passive activity losses from prior yearsincluded in
federal taxable income for the current year are included in Idaho taxable income only to the extent

the losses were from Idaho activity. ( )

04. Current Year L osses. Non-ldaho passive activity losses incurred in the current
taxable year are included in Idaho taxable income only to the extent the losses were incurred
while the individual was an Idaho resident. The portion of the losses incurred while an Idaho
resident is determined by prorating the losses based on the proportion of the year the individua
resided in Idaho. ( )

268. -- 269. (RESERVED)

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

01 In General. If an nonresident individual performs personal services, either as an
employee, agent, independent contractor or otherwise, both within and without 1daho, the portion
of histota compensation that constitutes Idaho source income is determined by multiplying that
total compensation by the |daho compensation percentage.

02.  Definitions. (3-20-97)

a. The Idaho compensation percentage is the percentage computed by dividing Idaho
work days by total work days. (3-20-97)

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

2099 )

C. Total work days means the total number of days the taxpayer provided personal
services for that employer or principal both within and without 1daho during the calendar year.
For example, a taxpayer working a five (5) day work week may assume total work days of two
hundred sixty (260) less any vacation, holidays, sick leave days and other days off. (3-20-97)

d. Total compensation means al salary, wages, commissions, contract payments, and
other compensation for services, including sick leave pay, holiday pay and vacation pay, that is
taxable pursuant to the tdahe-theome Tax-ActH-earned-by-aresident-of-tdaheo |nternal Revenue

Code. £3-20-994)( )

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

04. Multiple Employers. If a taxpayer performs personal services both within and
without Idaho for more than one (1) employer or principal, he shal must determine an Idaho
compensation percentage separately for each employer or principal. (3-20-97) )

05. Alternative Method. If the Idaho compensation percentage does not fairly
represent the extent of the taxpayer's personal service activities in Idaho, the taxpayer may
propose or the Tax Commission may require an alternative method. For example, working hours
may be a more appropriate measure than work days in some cases. (3-30-01)

a. The taxpayer shal must fully explain the alternative method in a statement
attached to his Idaho individua income tax return. £3-20-974)( )

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

(BREAK IN CONTINUITY OF SECTIONS)

275. |DAHO SOURCE INCOME OF NONRESIDENT AND PART-YEAR RESIDENT

INDIVIDUALS -- INVESTMENT INCOME FROM QUALIFIED INVESTMENT
PARTNERSHIPS (RULE 275).
Section 63-3026A (3)(c), Idaho Code. (4-11-06)
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01. In General. (4-11-06)

a. For taxable years beginning on or after January 1, 2007, an—-tdahe the Idaho
taxable income of a nonresident individual wiH-netbetaxed-en does not include the distributive
share of investment income frem of a qualified investment partnership. The distributive share of
noninvestment income of a qualified investment partnership derived from or related to sources
within Idaho is included in |daho taxable income. See Rule 250 of these rules for information on
when pass-through income from a partnership is deemed to have been received.  {4-2-08)( )

b. The exemption from tax on investment income from a qualified investment
partnership shal does not apply to gains or losses derived from the sale of a nonresident
individual’s interest in a qualified investment partnership. The source of these gains and losses is
te-be governed by Section 63-3026A (3)(a)(vii), Idaho Code, and as-diseussed+n Rule 266 of these
rules. The source of investment income that is not from a qualified investment partnership saah
beis determined as provided in Rule 263 of these rules. 4-2-08)( )

02.  Qualified Investment Partnership. An entity shal-be is a qualified investment
partnership only if it meets both of the following criteria: 4-2-08)( )

a. The entity is classified as a partnership for federal income tax purposes, but is not
apublicly traded partnership taxed as a corporation under Section 63-3006, |daho Code. (4-2-08)

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

4208 )

03. | nvestment I ncome. For purposes of thisexclusion, an item of partnership income
is investment income only if it would not be Idaho taxable income of a nonresident individual if

the individual held the investment directly. ( )
04. Examples. ( )
a A is a nonresident individual member of ABC, a partnership operating solely

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

b. Assume the same facts as in Paragraph 275.04.a. of this rule, except that the ten
thousand dollars ($10,000) of capital gains is from the sale of Idaho real property. Since at least
ninety percent (90%) of ABC's income is from investments that would not be taxable to a
nonresident individual if held directly by that individual, ABC is a gqudified investment
partnership. A's distributive share of ABC’s dividend income is excluded from A’s Idaho taxable
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income, but A’s distributive share of ABC's gain from the sale of Idaho real property is included
in Idaho taxable income because Section 63-3026A(3), Idaho Code, provides that such income
would be taxable to A if A had owned the property directly. ( )

C. A is a nonresident individua member of ABC, a partnership operating solely
within Idaho. The taxable income of ABC for the taxable year consists of eighty thousand dollars
($80,000) of dividend income and twenty thousand dollars ($20,000) of capital gains from the
sale of 1daho real property. ABC isnot aqualified investment partnership because less than ninety
percent (90%) of ABC's income is from investments that would not be taxable to a nonresident
individual if held directly by that individual. A’'s distributive share of ABC'sdividend income and
capital gain income isincluded in Idaho taxable income as provided in Rule 263 of these rules.

)

(BREAK IN CONTINUITY OF SECTIONS)

290. TAX PAID BY PASS-THROUGH ENTITIES FOR OFFICERS, DIRECTORS,
OWNERS, OR BENEFICIARIES -- ELECTION FOR TAXABLE YEARS BEGINNING
ON OR AFTER JANUARY 1, 2011 (RULE 290).

Section 63-3022L, Idaho Code. (3-30-07)

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

Section 63-3022L, Idaho Code, is available only to an individual who is an officer, director,
owner, or beneficiary. For purposes of this rule, pass-through entity means “ pass-through entity”

as defined in Section 63-3006C, I1daho Code. (4-7-11)
b. The election is not available to: (4-7-11)
I Corporations, (4-7-11)
ii. Partnerships; (4-7-11)
iii. Electing small business trusts; (4-7-11)
iv. Any other person who is not an individual; e G )
V. A _nonresident individual owner or beneficiary who has Idaho taxable income in

addition to income for which the individual has made the election under Section 63-3022L , Idaho
Code. If anonresident individual has no other 1daho taxable income except for mcomefrom pass-
through entities, the individual may make the election if the election is made for each pass-

through entity in which the individual is an owner or beneficiary. ( )
V. |daho resident individuals:, or 7 )
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vii.  Anldaho part-year resident individua who has |daho taxable income in addition
to income from a pass-through entity. If a part-year resident individual has no other |daho taxable
income except for income from pass-through entities, the individual may make the election if the
election is made for each pass-through entity in which the individual is an owner or beneficiary.

)

02. Making the Election. The election for a pass-through entity to report and pay the
tax for a qualified nonresident individual must be made by the individual. Permission from the
Tax Commission is not required. (4-7-11)

a. The election must be made for each taxable year to which it will apply.  (4-7-11)

b. The election must be made on a form as prescribed by the Tax Commission. The
pass-through entity must keep and maintain the election form and make it available to the Tax
Commission upon request. (4-7-11)

C. The election must be provided to the pass-through entity by January 31 following
the end of the taxable year for which it isto apply. (4-7-12)( )

d. Once the election ismade, it isirrevocable for that taxable year. 4721 )

03. Failureto Make Election. If the individual fails to make the election to have the
pass-through entity pay the tax, the pass-through entity must remit the-tax—withheld back-up
withholding on any-eash-distributions-pate-te-the-teividual the individua’s share of the pass-
through entity’s income, including quaranteed payments, and wages, salary, and other
compensation paid by the pass-through entity that is required to be included on the owner’s |daho
return as required in Section 63-3036B, Idaho Code, and Rule 877 of these rules. {4-7213)( )

(BREAK IN CONTINUITY OF SECTIONS)

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

021. GrossReceiptsfrom Intangibles. (3-20-97)

a. If the income producing activity in respect to business income from intangible
personal property can be readily identified, the gross receipts shal—be are included in the
denominator of the sales factor and, if the income producing activity occurs in Idaho, in the
numerator of the sales factor as well. £4-11-06)( )

b. Notwithstanding Rule 550 of these rules, gross receipts from the sale of an
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ownership interest in another entity are included in the sales factor numerator based on the
proportion of the entity’s operational assets located in Idaho. The amount included is determined
by multiplying the gross receipts received by the percentage of the entity’s total real and tangible
personal property located in Idaho at the time of the sale. ( )

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

ed. Sdbseetion-570-02-oftThis rule is not intended to limit the ability of the Tax
Commission to allow or require alternative apportionment when appropriate to fairly represent
the extent of the taxpayer’s business activity in this state. As a result, aternative apportionment
may be allowed or required even if the income producing activity with respect to business income
derived from intangible personal property can be readily identified. 41106} )

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

separately. 41108y )

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

b. For purposes of Subsection 570.032 of this rule, a treasury function is the pooling
and management of liquid assets for the purpose of satisfying the cash flow needs of the trade or
business, such as providing liquidity for a taxpayer’s business cycle, providing a reserve for
business contingencies, and providing for business acquisitions. A taxpayer principally engaged
in the trade or business of purchasing and selling instruments or other items included in the
definition of liquid assets set forth herein is not performing a treasury function with respect to
income so produced. £4-11-06)( )
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C. Overall net gain refers to the total net gain from all transactions incurred at each
treasury function for the entire tax period, not the net gain from a specific transaction.  (4-5-00)

d. Examples. (4-5-00)

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

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

043. Commissions and Feelncome Related to the Sale of Another Taxpayer’s Real
Property. Notwithstanding the provisions of Rule 550 of these rules, gross receipts from
commissions or fees arising as aresult of the personal services and activities associated with the
selling of another taxpayer’sreal property shaH-be are sourced to the state where the real property
islocated.

(BREAK IN CONTINUITY OF SECTIONS)

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

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

02. Deflnltlon of Financial Institution. Fe%parpes&—eféeeﬂen—zéh)—ef—the

LOCAL GOVERNMENT & TAXATION Page 46 2012 PENDING RULE BOOK



STATE TAX COMMISSION Docket No. 35-0101-1102
Income Tax Administrative Rules PENDING RULE

ms: | ‘ ' (7-1-98) )

a. Any corporation or other business entity registered under state law as a bank
holding company or registered under the Federal Bank Holding Company Act of 1956, as
amended, or registered as a savings and loan holding company under the Federal National

Housing Act, as amended; (7-1-98)
b. A national bank organized and existing as a national bank association pursuant to

the provisions of the National Bank Act, Title 12, Sections 21 et seq., United States Code;
(7-1-98)
C. A savings association or federal savings bank as defined in the Federa Deposit
Insurance Act, Title 12, Section 1813(b)(1), United States Code; (7-1-98)
d. Any bank or thrift institution incorporated or organized under the laws of any state;
(7-1-98)

e Any corporation organized under the provisions of Title 12, Sections 611 to 631,
United States Code; (7-1-98)

f. Any agency or branch of aforeign depository as defined in Title 12, Section 3101,
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United States Code; (7-1-98)

[oR A production credit association organized under the Federal Farm Credit Act of
1933, all of whose stock held by the Federal Production Credit Corporation has been retired;

)

gh.  Any corporation whese-veting-steek or other business entity that is more than fifty
percent (50%) owned, directly or indirectly, by any person or business entity described in

Subseetions Paragraphs 582.032.a. through 582.032.fg. ether—than—an—ihsdrance—company
oxemptoeHrom-tax-by-Scetton-41-405tdahe-Cado—and 1-98)( )

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

L Any corporation or business entity that derives more than fifty percent (50%) of its
gross income from activities that a person described in Paragraphs 582.02.a. through 582.02.0.
and 582.02.i. of this rule is authorized to transact. For purposes of this subsection, the
computation of gross income does not include income from non-recurring, extraordinary items.

)

043. Exclusion from Rate Paragraph 582.02.]. The Tax Commission is authorized to
exclude any person from the application of Sdbseetion Paragraph 582.032.]. upon such person
proving, by clear and convincing evidence, that the income-producing activity of such person is
not in substantial competition with those persons described in Subseetiens Paragraphs 582.032.a.
through 582.032.fg. and 582.032.hi. 198 )

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

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

99 )
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(BREAK IN CONTINUITY OF SECTIONS)

705. CREDIT FOR CONTRIBUTIONS TO EDUCATIONAL INSTITUTIONS EOR
TAXABLE YEARSBEGINNING AFTER 2010 (RULE 705).
Section 63-3029A, Idaho Code. (3-20-97)

01. Qualified Contributions. Contributions must be made in cash or in kird another
monetary form during the taxable year the credit is claimed. Unpaid pledges, goods, or services
provided do not qualify as contributions. Tuition, room and board, student fees, and similar

charges are not contributions. oo )
02. Limitations - Individuals. The credit allowed to an individual is fifty percent
(50%) of the amount contributed limited to the lesser of: (3-20-97)
a. Fwenty Fifty percent (250%) of his the individual’s total income tax liability; or
32099 )
b. One Five hundred dollars ($2500) if filing a return other than a joint return or twe
hundred one thousand dollars ($21,000) if filing ajoint return. e )
03. Limitations - Corporations. The credit allowed to a corporation is fifty percent
(50%) of the amount contributed limited to the lesser of: (3-20-97)
a. Ten percent (10%) of the corporation’s total income tax liability; or
32099 )
b. One Five thousand dollars ($25,000). e )

04. Pass-Through Entities. The credit may be earned by a partnership, S corporation,
estate or trust and passed through to the partner, shareholder, or beneficiary. For pass-through
entities paying tax and the application of limitations on pass-through credits, see Rule 785 of
these rules. (3-15-02)

05.  Other Limitations. (3-15-02)

a. This credit is further limited if the credit for qualifying new employeesis claimed.
(3-15-02)

b. This credit plus other nonrefundable credits may not reduce the taxpayer’s tax
liability below zero (0). See Rule 799 of these rules for the priority of credits. (3-15-02)

06. Effect on Itemized Deductions. The credit allowed does not reduce the amount of
charitable contributions that may be included in itemized deductions. (3-20-97)

07. Nonprofit Public and Private Museums. To qualify as a museum pursuant to
Section 63-3029A, Idaho Code, the public or private nonprofit institution must be organized for
the purpose of collecting, preserving, and displaying objects of aesthetic, educational, or scientific
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value and must be open to the general public on aregular basis. (3-20-97)

(BREAK IN CONTINUITY OF SECTIONS)

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

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

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

carryforward. 56 )

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

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

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

32910} )

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

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

LOCAL GOVERNMENT & TAXATION Page 50 2012 PENDING RULE BOOK



STATE TAX COMMISSION Docket No. 35-0101-1102
Income Tax Administrative Rules PENDING RULE

though the cooperative did not allocate any of the original credit to the members. (3-20-97)

a. The distribution to members is made as provided in Rule 785 of these rules.
(3-15-02)

b. The investment tax credits clamed by the agricultural cooperative and its
members may not be more than one hundred percent (100%) of the credit earned. (3-20-97)

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

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

b. If a taxpayer is a lessee in a conditional sales contract, he is entitled to the
investment tax credit on any qualifying property subject to the contract since the lessee is
considered the purchaser of the property. (3-20-97)
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712. -- 713. (RESERVED)

(BREAK IN CONTINUITY OF SECTIONS)

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

2010. G )
01 In General. A revenue-producing enterprise is defined in Section 63-3022H,
Idaho Code, and Rule 172 of these rules. (4-7-11)

02. Multiple Activities. If a taxpayer’s trade or business includes both a revenue-
producing enterprise and other activities, the taxpayer must calculate qualifying new employees
based on that portion of the Idaho business that qualifies as a revenue-producing enterprise.

(3-30-07)

03. Seasonal or New Business. An individual employed in aseasonal or new business
that was in operation during the taxable year for less than nine (9) months does not qualify as a
new employee. (3-30-02)

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

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

and before 2011. (4-7-11) )

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

employee. (4-7-11)
02.  Qualifying for the One Thousand Dollar ($1,000) Credit. (4-6-05)
a. The new employee must meet both of the following criteriato qualify for the one
thousand dollar ($1,000) credit: (4-6-05)

i He must have recelved annual earnings at an average rate of fifteen dollars and
fifty cents ($15.50) or more per hour worked; and (4-6-05)
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ii. He must have been €ligible to receive employer provided coverage under an

accident or health plan described in Section 105, Internal Revenue Code. (4-6-05)
b. The new employee does not have to be employed in a revenue-producing
enterprise to qualify for the one thousand dollar ($1,000) credit. (4-6-05)

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

04. Calculating Number of Employees. (3-30-01)

a. Number of Employees Clarified. Only employees who meet the qualifications set
forth in Section 63-3029E(1)(a), Idaho Code, are included when computing the number of
employees for ataxable year. Such requirements include the following: (3-20-04)

I The employee must have been subject to |daho income tax withholding. (3-20-04)

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

iii. The employee must have been performing such duties for the employer for a
minimum of nine (9) months during the taxable year. An individual employed in a seasonal or
new business that was in operation for less than nine (9) months during the taxable year does not

qualify. (4-6-05)
iv. The employee must have been covered for Idaho unemployment insurance
purposes. (3-20-04)
b. Idaho Department of Labor Reports. The employer should begin with his Idaho

Department of Labor reports to determine the number of employees. However, all employees
reported on these reports do not automatically qualify for the calculation of the number of

employees. (4-6-05)

C. Calculation. To calculate the number of employees for ataxable year, add the total
qgualified employees for each month and divide that sum by the number of months of operation.

(3-30-02)

05.  Calculating the Number of New Employees. (3-30-02)

a. The number of new employees is the increase in the number of employees for the

current taxable year over the greater of the following: (3-30-01)

i The number of employees for the prior taxable year; or (3-30-01)
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ii. The average of the number of employees for the three (3) prior taxable years.
(3-30-01)

b. In determining who qualifies to be included in the number of employees, the law
applicable to the year in which the credit is being earned must be used in calculating the number
of employees for the prior years. The computations of the number of employees for the prior
taxable year and average for the three (3) prior taxable years must be made consistent with the
computations and law applicable for the taxable year in which the credit is earned. (4-7-11)

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

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

years. (4-7-11)
C. The number of new employees must be rounded down to the nearest whole
number and must equal or exceed one (1) or no credit is earned. (4-6-05)
d. The employer must determine the number of new employees who qualify for the

one thousand dollar ($1,000) credit and the number who qualify for the five hundred dollar ($500)
credit. If the new employees do not meet the criteria set forth in Sections 63-3029E and 63-3029F,
Idaho Code, and this rule, the employer may not earn the credit. For example, if a new employee
has an average wage rate of ten dollars ($10) and the employer’s business does not qualify as a
revenue-producing enterprise, the new employee does not qualify for either the one thousand
dollar ($1,000) credit or the five hundred dollar ($500) credit. (4-7-112)

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

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

(4-6-05)

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

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

a. This credit and all other credits may not exceed fifty percent (50%) of the
taxpayer’s income tax for that year after deducting the credit for taxes paid to other states. The
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credit for taxes paid to other states is not subject to this limitation. (4-6-05)
b. See Section 63-3029P, Idaho Code, and Rule 799 of these rules for the priority
order of credits. (4-6-05)
08.  Carryover. C )
a To claim the carryover, the employer must maintain the employment level on

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

carryove. (4605 )

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

09. Pass-Through Entities. See Rule 785 of these rules for pass-through entities and

the calculation of credits. (3-15-02)
10. Unitary Taxpayers. (3-30-01)
a. A corporation may not use the credit for qualifying new employees earned by
another member of the unitary group. See Rule 365 of these rules. (3-30-02)
b. Each corporation in a unitary group that claims the credit for qualifying new
employees is subject to Section 63-3029P, Idaho Code, and Rule 799 of these rules for the priority
order of credits. (4-6-05)

747. CREDIT FOR QUALIFYING NEW EMPLOYEES: NET INCOME OF A TRADE
OR BUSINESS (RULE 747).

Sections 63-3029E and 63-3029F, Idaho Code, as in effect for taxable years beginning er-and
after January-1; 20054 and before 2011. 33604 )

01. Net Income From the Taxpayer’s Trade or Business. If a taxpayer is claiming
the credit under Section 63-3029F, Idaho Code, the net income of the taxpayer’s trade or business

shall be calculated as follows: (3-30-07)
a. Proprietorships. The amount of income from Idaho activitiesthat is reported as net
profit or net loss on Schedule C or Schedule F. (3-30-01)

b. C Corporations. The amount of 1daho taxable income, reported on Idaho Form 41,
modified to restore all net operating loss deductions, and excluding any nonbusiness income and
expenses allocable to |daho. (3-30-02)

C. S Corporations. The amount of Idaho taxable income reported on Idaho Form 41S,
modified as follows:. the deduction for income reported by shareholders on their |daho income tax
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returns shall be added back, the addition for compensation or income attributable to individual
shareholders who do not report this income on Idaho income tax returns shall be deducted, and
any nonbusiness income and expenses allocabl e to Idaho shall be excluded. (3-30-07)

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

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

748. CREDIT FOR QUALIFYING NEW EMPLOYEES: RECORD-KEEPING
REQUIREMENTS (RULE 748).

Sections 63-3029E and 63-3029F, Idaho Code, as in effect for taxable years beginning #2000
and after 2001 and before 2011. {5-3-03)( )

01. I nformation Required. Each taxpayer must retain and make available, on request,
records to document the credit earned or claimed. The records must include all of the following:

(5-3-03)

a. The Employer Quarterly Unemployment Insurance Tax Reports and the
Unemployment Insurance Wage Reports filed with the Idaho Department of Labor; (5-3-03)
b. Payroll records and reports documenting length of employment and hours worked;
(5-3-03)

C. The computation of the number of qualifying new employees, (3-30-02)

d. The qualification as a revenue-producing enterprise; (3-30-01)

e The computation of the credit; (3-30-01)

f. The computation of net income; (3-30-01)

g. The continued maintenance of adequate employment levels into carryover years,

and (3-30-01)
h. The computation of any carryovers. (3-30-01)

02. Failure to Maintain Adequate Records. Failure to maintain any of the records
required by this rule may result in the disallowance of the credit. (3-15-02)
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(BREAK IN CONTINUITY OF SECTIONS)

754—755. (RESERVED)

755. HIRE ONE ACT CREDIT FOR QUALIFYING NEW EMPLOYEES -- IN

GENERAL (RULE 755).
Section 63-3029F, |daho Code, asin effect for taxable years beginning in or after 2011 and before

2014. ( )

01. In General. For taxable years b@l nning on and after January 1, 2011, and before
2014, the Hire One Act allows an employer who is subject to the Idaho income tax to earn a credit

for aqualifying new employee. Because an employee must be hired on or after April 15, 2011, to
qualify, the credit generally cannot be earned in a taxable year that begins prior to January 15,

2011. )
02. Qualifying Employer. A qualifying employer is a rated employer under the Idaho

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

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

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

the employees of other corporations included in the combined group. ( )

05. Employer-Provided Health Care Benefits. For purposes of administering the
Hire One Act and Rules 755 through 759 of these rules, “ employer-provided” and “health care

benefits’ are defined as provided in Rule 756 of these rules. ( )

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

)

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

refund is |ost. ( )

756—750. (RESERVED)

756. HIRE ONE ACT CREDIT FOR QUALIFYING NEW EMPLOYEES

EMPLOYER-PROVIDED HEALTH CARE BENEFITS (RUL E 756).
Section 63-3029F, |daho Code, asin effect for taxable years beginning in or after 2011 and before

2014. ( )
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01. Employer-Provided. “Employer-provided” means an individual’s employer must
pay the following percentages of the cost of an employee’s premium for health care benefits as

defined in Subsection 756.02 of thisrule:

)

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

)

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

02. Health Care Benefits. “Health care benefits’ means coverage offered through a
aroup health plan for employees that includes hospital, medical and surgical expense coverage set

forth as follows:

)

a An accident and sickness insurance policy that provides hospital, medical and
surgical expense coverage, to an aggregate maximum of not less than five hundred thousand
dallars ($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, per
yvear basis, or a combination of these bases not to exceed four percent (4%) of the aggregate
maximum limit under the policy for each covered person for at [east: ( )

i. Daily hospital room and board expenses subject only to limitations based on

average daily cost of the semiprivate room rate in the area where the insured resides; )
ii. Miscellaneous hospital services, )
iii. Surgical services, )
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 treatment 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: ( )
i. In-hospital private duty registered nurse services, ( )
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ii. Convalescent nursing home care;

L L

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. ( )

04. Waiting Period. To qualify as employer-provided health care benefits, the health
care benefits plan may not have awaiting period of more than two (2) months from the date of an

employee's first day of employment. The Hire One Act credit cannot be earned on a new
employee who is covered by a plan with a waiting period longer than two (2) months from the
employee'sfirst day of employment. ( )

757. HIRE ONE ACT CREDIT FOR OUALIFYING NEW EMPLOYEES --
DETERMINATION OF QUALIFYING NEW EMPLOYEES (RULE 757.)
Section 63-3029F, 1daho Code, as in effect for taxable years beginning in or after 2011 and before

2014. )
01. Calculating Aver age Employment for a Taxable Year. ( )

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

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

ii. The employee must have been covered for ldaho unemployment insurance

purposes. )

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

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

nine (9) consecutive months does not qualify. ( )
V. The employee must not have been transferred from a rel ated taxpayer. ( )
b. ldaho Department of Labor Reports. The employer must begin with its Idaho

Department of Labor reports to determine the number of employees for each month of the taxable
year. However, an employee listed in these reports does not automatically qualify to be included
in_the caculation of the number of employees. The employer must determine how many
employees included in these reports meet the qualifications under Section 63-3029F, daho Code,
and Paragraph 757.01.a. of thisrule. Only those gualifying employees are included in the monthly
total.

)

C. Calculation. The number of qualifying employees for each month are added
together and the total is divided by the number of months of operation for the taxable year. Thisis
the employer’s average employment for the taxable year.

02. Calculating the Number of Qualifying New Employees.

L L

a The number of qualifying new employeesisthe increasein the employer’s average
employment of qualifying employees for the taxable year over the greater number of the
following: )

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

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

prior taxable years. )
b. The number of qualifying new employees must be rounded down to the nearest
whole number and must equal or exceed one (1) or no credit is earned. ( )

03. Identification of New Employees. The employer must identify the specific new
employees. The new _employees are those qualifying employees who were last hired by the

employer based on the date the employee first performed services for the employer.

)

04. Eligible New Employee. The new employee must meet the qualificationslisted in
Paragraphs 757.04.a. through 757.04.c. of thisrule in order to be an eligible new employee.

)
a Average Annual Earnings. The new employee must have earned annual wages at a
rate averaging at least: ( )

i Twelve dollars ($12) per hour worked if the employee was employed in a county
with an unemployment rate of ten percent (10%) or more as of the date the new employee was

hired; or )
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ii. Fifteen dollars ($15) per hour worked if the employee was employed in a county
with an unemployment rate below ten percent (10%) as of the date the new employee was hired.

)

b. The new employee must have been hired on or after April 15, 2011. ( )

C. The new employee must have received employer-provided health care benefits as
defined in Rule 756 of these rules. ( )

05. Computation of Average Annual Earnings. Average annual earnings is
computed as follows: ( )

a For hourly employees, the gross wages paid by the employer is divided by the
number of hours worked for the taxable year. ( )
b For salaried employees, the gross wages paid is divided by two thousand eighty

(2,080) hours if employed on afull time basis for the entire taxable year. If asaaried employeeis
reqularly scheduled to work more or less than forty (40) hours per week, the computation must be
adjusted accordingly to determine the hourly rate. For example, if an employee is regularly
assigned to work athirty-two (32) hour week and worked for the employer the entire taxable year,
the gross wages actually paid must be divided by one thousand six hundred sixty-four (1,664).
The total hours must not be reduced for days taken off, such as for vacation, sick leave, or
personal days, if such days off were paid. If the employee's annual sdlary is adjusted for days
taken off that are not paid, the number of hours should be adjusted in a consistent manner. ( )

c. If the new employee is determined to be €ligible for the credit, the credit is
computed as provided in Rule 758 of these rules. ( )

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

2014. _ )

01. Computation of Credit. The credit for an eligible new employee is calculated by
multiplying the gross salary paid to the eligible new employee for the initial twelve (12) months

of employment by the applicable credit rate. The credit is not allowed for new employees who
were part of atrade or business the employer acquired from another taxpayer, or of an employer
who operates in a place of business the same or a substantially identical trade or business as
operated by another taxpayer within the prior twelve (12) months, except as the prior taxpayer in

either situation would have qualified. C )
02. Gross Salary. Gross salary does not include: C )
a Nontaxable fringe benefits; )
b. Tips paid by customers of the employer. ()]
(o Wages that are subsidized through another taxpayer or program, including any
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federal or state grant.

)

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

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

)

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

L L

a The employee's service is performed entirely within the county:

b. The employee's service is performed both in and outside the county, but the
service performed outside the county is incidental to the employee’s service in the county; or

C. Some of the serviceis performed in the county and:

I. The base of operationsislocated in the county or,

LLL

ii. If there is no base of operations, the place from which the service is directed or
controlled is in the county, or

)

iii. The base of operations or the place from which the serviceis directed or controlled
isnot in any county in which some part of the serviceis performed, but the individual’s residence
isin the county.

)

759. HIRE ONE ACT CREDIT FOR QUALIFYING NEW EMPLOYEES -- RECORD-
KEEPING REQUIREMENTS (RUL E 759).

Section 63-3029F, 1daho Code, as in effect for taxable years beginning in or after 2011 and before
2014.

)

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

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

claimed. The records must include all of the following: ( )
a. The Employer Quarterly Unemployment Insurance Tax Reports and the
Unemployment Insurance Wage Reports filed with the |daho Department of Labor; ( )
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b. Payroll records and reports documenting start and end of employment dates, if
applicable, and hours worked by employee; ( )

C. The computation of the number of qualifying employees including a listing of all
such employees by name and social security number:; ( )

d. Records verifying gross salary paid and county employed in for the employees
identified as the new employees, ( )

e Records documenting a new _employee’s coverage under the employer-provided
health care benefits; and

f. Documentation from the Department of Labor verifying the employer’stax rate.

)

03. Failure to Maintain Adequate Records. Failure to maintain any of the records
required by this rule may result in the disallowance of the credit. ( )

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

(BREAK IN CONTINUITY OF SECTIONS)

771. GROCERY CREDIT: TAXABLE YEARS BEGINNING AFTER DECEMBER 31,
2007 (RULE 771).
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Section 63-3024A, 1daho Code. (5-8-09)
01 Residents. (5-8-09)
a. A resident individual may claim a credit for each personal exemption for which a

deduction is permitted and claimed on his Idaho income tax return provided the personal
exemption represents an individual who is a resident of 1daho. The maximum credit allowed per
qualifying exemption is as follows:

TAX YEAR IDAHO TAXABLE INCOME IDAHO TAXABLE INCOME
$1,000 OR LESS MORE THAN $1,000
2011 $80 $60
2010 $70 $50
2009 $60 $40
2008 $50 $30
G )

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

02. Part-Year Residents. A part-year resident is entitled to a prorated credit based on
the number of months he was domiciled in Idaho during the taxable year. For purposes of this
rule, a fraction of a month exceeding fifteen (15) days is treated as a full month. If the credit
exceeds histax liability, the part-year resident is not entitled to a refund. (5-8-09)

03. Circumstances Causing I neligibility. A resident or part-year resident individual
isnot eligible for the credit for the month or part of the month for which the individual: (5-8-09)

a. Received assistance under the federal food stamp program; or (5-8-09)
b. Was incarcerated. (5-8-09)
04. Nonresidents. A nonresident is not entitled to the credit even though the
individual may have been employed in Idaho for the entire year. (5-8-09)
05. Illegal Residents. An individual residing illegally in the United States is not
entitled to the credit. (5-8-09)
06. Members of the Uniformed Services. A member of the uniformed services who
is (4-7-11)
a. Domiciled in Idaho is entitled to this credit; (5-8-09)
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b. Residing in Idaho but who is a nonresident pursuant to the Servicemembers Civil
Relief Act isnot entitled to this credit. (5-8-09)

C. See Rule 032 of these rules for the definition of member of the uniformed services.
(4-7-11)

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

child is presumed to be that of the nonmilitary spouse. (4-7-11)
08. Claiming the Credit. (5-8-09)
a. An individual who is required to file an Idaho individual income tax return must
claim the credit on his return. If the credit exceeds his tax liability, the resident will receive a
refund. (4-7-11)
b. An individual who is not required to file an Idaho individual income tax return
must file aclaim for refund of the credit on aform approved by the Tax Commission on or before
April 15 following the year for which the credit relates. (4-7-11)

C. No credit may be refunded three (3) years after the due date of the claim for
refund, including extensions, if a return was required to be filed under Section 63-3030, Idaho
Code. (4-7-11)

09. Donating the Credit. Taxpayers may elect to donate the entire credit to the
Cooperative Welfare Fund created pursuant to Section 56-401, Idaho Code. A taxpayer may not
make a partial donation of the credit. The election must be made as indicated on the form on
which the credit was claimed. The election isirrevocable and may not be changed on an amended
return. (5-8-09)

(BREAK IN CONTINUITY OF SECTIONS)

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

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

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

date. (3-20-97) )

03. Interest. Interest accrues on the portion of the tax not withheld or paid from the
due date until the date the return is filed and the full amount of tax is paid. See-Rule-817-of these
rulesfor-the-exeeption-when-extensions-are Exceptions only apply in the case of an individual in a
combat zone as allowed by Section 63-3033(q), Idaho Code, and Subsection 815.02 of this rule,
and when disaster relief is granted to a taxpayer as alowed under Section 63-114, 1daho Code,
and Rule 817 of these rules. A taxpayer will not receive interest on amounts withheld or on
corporation estimated tax in excess of the actual tax liability. See Section 63-3073, 1daho Code.

5363 )

(BREAK IN CONTINUITY OF SECTIONS)

877. BACKUPWITHHOLDING BY PASSTHROUGH ENTITIES (RULE 877).
Sections 63-3022L and 63-3036B, 1daho Code. (4-7-11)

01. In General. A pass-through entity that makes-a-cash-elistribution-to-an-teividual
oewner-erbenefictary is transacting business in Idaho or an estate or trust that has income taxable
in Idaho must withhold Idaho income tax from sueh-distribution the owner’s or beneficiary’s
share of income and guaranteed payments from the pass-through entity and from wages, salary, or
other compensation paid by the pass-through entity to the individual that is required to be
included in the individual’s Idaho taxable income unless exempt from backup withholding by
Section 63-3036B, Idaho Code, or this rule. For purposes of this rule, pass-through entity means
“pass-through entity” as defined in Section 63-3006C, Idaho Code. The provisions of this rule do
not affect the withholding requirements set forth in Sections 63-3035, 63-3035A, or 63-3036,
|daho Code, and related rules. (4-7-11) )

02. Exceptions to Backup Withholding. Backup ¥withholding by a pass-through
entity is not required on distributionspatd-te the income of the following pass-through owners

and beneficiaries: e )
a. Owners and beneficiaries who are not natural persons, including corporations,
partnerships, trusts, and estates. (4-7-11)

b. Unit holders of a publicly traded partnership as defined by Section 7404(b),
Internal Revenue Code, if the publicly traded partnership: (4-7-11)

i Istreated as a partnership for purposes of the Internal Revenue Code; and (4-7-11)

ii. Has agreed to file an annual information return. The information return must be in
the form of a schedule included with the partnership’'s Idaho Partnership Return of Income
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reporting the name, address, taxpayer identification number, and other information requested by
the Tax Commission of each unit holder with a distributive share of partnership income in Idaho

in excess of five hundred dollars ($500) for the taxable year. e )
C. Resident individuals and part-year resident individuals who have income other
than from a pass-through entity. (4-7-11) )
d. Nonresident individualsif: (4-7-112)

i Such individual €elects to have his Idaho tax on income from the pass-through
entity reported and paid by the pass-through entity;. Such election must be made on a form as
required by the Tax Commission and isrequired for each taxable year by the last day of the month
following the end of the taxable year. Such election isirrevocable. (4-7-11) )

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

year in which the distributiontspatd income is subject to tax; or (4-7-11) )
iii. The distribdtion income is subject to withholding under Section 63-3035 or 63-
3036, Idaho Code. e )

03. Certification of Residency. Backup Wwithholding is not required on distributions
madeto income from a pass-through entity of an individual owner or beneficiary who certifies to
the pass-through entity that he is an Idaho resident or an Idaho part-year resident with Idaho
taxable income from sources other than another pass-through entity. The certification must be
made on a form approved by the Tax Commission. The pass-through entity may rely on the
certificate as evidence that distributions—te the income from the pass-through entity of such
individual are is exempt from withholding unless the pass-through entity knowingly accepts a
false certificate.

04. Payment of Backup Withholding. (4-7-11)

a. The pass-through entity must withhold amounts from distributions—te the pass-
through income of nonresident individuals at the highest marginal rate applicable for the taxable
year under Section 63-3024, Idaho Code. The amount withheld durirg-a—calendar for a taxable
year must be remitted to the Tax Commission annually on or before Janruary-31 the fifteen day of
the fourth month following the end of the feHewing taxable year, unless one of the exceptions
under Subsection 877.02 of thisrule apply to the owner or beneficiary. The amount withheld must
be remitted on the appropriate return as required by the Tax Commission. 7 )

b. Amounts remitted as backup withholding for a ealendar taxable year in

accordance with the provisions of this rule will be considered to be in part payment of the tax
imposed on such owner or beneficiary for his taxable year in which
the pass—throuqh entlty S taxable year ends.

05. Backup Withholding Returns. A reconciliation schedule must be included with
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the pass-through entity’s Idaho income tax return. Returns submitted to the Tax Commission
reporting amounts withheld as required by Section 63-3036B, Idaho Code, must include the

following information: =2 (U
a. The amount of income described in Section 63-3022L (2), |daho Code, by owner or
beneficiary; @G )
b. The amount of tax withheld; (4-7-11)
C. Name, address, and social security number of each owner or beneficiary; (4-7-11)

_ d. The pass-through entity’s name, and federal employer identification number—and

SrgRature. 7 )

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

the requirements of this rule are invalid and may be returned to the pass-through entity to be

refiled. Failure to file avalid return or remit the proper amount of backup withholding by the due

date may cause interest and penalties to be imposed. (4-7-11) )
878.--879. (RESERVED)

880. CREDITSAND REFUNDS (RULE 880).
Section 63-3072, Idaho Code. (3-20-97)

01. Overpayment. The term overpayment includes: (3-20-97)

a. A voluntary and unrequested payment greater than an actual tax liability.(3-20-97)

b. An excessive amount that an employer withholds pursuant to Sections 63-3035
and 63-3036, |daho Code. (3-20-97)
C. All amounts erroneously or illegally assessed or collected. (3-20-97)
d. The term overpayment does not include an amount paid pursuant to a final
determination of tax, including a compromise and closing agreement, decision of the Tax
Commission, decision of the Board of Tax Appeals, or final court judgment. (3-20-97)

02. Requirements of a Valid Refund Claim. Before the Tax Commission can credit
or refund an overpayment, the taxpayer making the claim must establish both of the following:

(4-2-08)
a. The basis for the credit or refund claim, and (4-2-08)
b. The amount of the overpayment. (4-2-08)
03. Timely Claim Required for Refund. (3-20-97)
a. The Tax Commission may not credit or refund an overpayment after the expiration
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of the period of limitations unless the taxpayer filed a claim before the expiration of the period.
(3-20-97)

b. When an adjustment to the taxpayer’s federal return affects the calculation or
application of an Idaho net operating loss, capital loss, or 1daho credit in a year otherwise closed
by the period of limitations, the taxpayer has one (1) year from the date of the final determination
to fileaclaim for refund. (4-2-08)

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

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

06. Limitations on Refunds of Withholding and Estimated Payments. As provided
by Section 63-3072(c), Idaho Code, Fthe Tax Commission may not refund taxes withheld from
wages unless the taxpayer files a return within three (3) years after the due date. See-Sectionr-63-

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

1505 )

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

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

09. Combined Reports -- Final Federal Determination and Change of Filing
Method. If the Idaho period of limitationsis open dueto afinal federal determination, a corporate
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taxpayer may not adjust its Idaho return to include a previously omitted corporation or to exclude
any corporation previously included in a combined report. (3-20-97)

10. Duplicate Returns. If areturn is filed pursuant to Section 63-217(1)(b), 1daho
Code, where the taxpayer establishes by competent evidence that the return was deposited in the
United States mail or with a qualifying private delivery service (See IDAPA 35.02.01, “Tax
Commission Administration and Enforcement Rules,” Rule 010) on or before the date for filing
and the Tax Commission has notified the taxpayer that it has not received the return, the taxpayer
shall submit a duplicate return within fifteen (15) days of such notification for the newly filed
return to qualify as a duplicate return. The period of limitations for aduplicate return is the later of
one (1) year from the filing of the duplicate return or the date provided for in Section 63-3072(b),
|daho Code. (4-6-05)
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IDAPA 35 - IDAHO STATE TAX COMMISSION
35.01.02 - SALES TAX ADMINISTRATIVE RULES
DOCKET NO. 35-0102-1101
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 fina approval. The pending rules become final and
effective at the concluson 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, |daho Code, notice is hereby given that this
agency has adopted a pending rules. The action is authorized pursuant to Section(s) 63-105, 63-
3624, 63-3635 and 63-3039 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 the text of the pending rules with an explanation of the reasons for the change.

The text of the pending rule has been amended in accordance with Section 67-5227,
Idaho Code. Only those sections that have changes that differ from the proposed text are
printed in this bulletin. The complete text of the proposed rule was published in the October
5, 2011, Idaho Administrative Bulletin, Vol. 11-10, pages 687 through 699.

Proposed Subsection 109.01 will revert back to codified text.

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 this pending rules, contact MclL ean Russell (208) 334-7531.

DATED this 25" day of November, 2011.

McL ean Russall

Tax Policy Specialist
State Tax Commission
PO. Box 36

Boisg, ID, 83722-0410
(208) 334-7531
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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, 63-3624, 63-3635, and 63-3039.

AUTHORITY: Public hearing(s) concerning this rulemaking will be scheduled if requested in
writing by twenty-five (25) persons, a 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 043 is being amended to comply with House Bill 213 exempting from sales and use
tax all gratuities, whether voluntary or mandatory, if the gratuity is given for services
provided as a supplement to theincome of the service provider.

Rule 073 is being amended to comply with House Bill 214 that exempts from use tax the
use of motor vehicles by nonresident college studentsin the state of 1daho.

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

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

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

Rule 107 is being amended to comply with House Bill 214 that exempts from use tax the
use of motor vehicles by nonresident college studentsin Idaho, Senate Bill 1052 that exempts
from use tax all purchases made by temporarily assigned military personnel more than 90
daysprior to moving to Idaho, and to amend the definition of a nonresident company to say
that it isnot required to beregistered with the Idaho Secretary of Sate.

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

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, Idaho Code, negotiated
rulemaking was not conducted because the proposed changes are of a simple nature.

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

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

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

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

DATED this 31st day of August, 2011.

THE FOLLOWING ISTHE TEXT OF DOCKET NO. 35-0102-1101

043. SALESPRICE OR PURCHASE PRICE DEFINED (RULE 043).
01 Sales Price and Purchase Price. The term sales price and purchase price may be
used interchangeably. Both mean the price paid by the customer or user to the seller incl u?;?%gg)
a. The cost of transporting goods to the seller. See Rule 061 of these rules. (3-20-04)
b. Manufacturer’s or importer’s excise tax. See Rule 060 of theserules.  (3-20-04)
C. Services agreed to be rendered as part of the sale. (7-1-97)

d. Separately stated labor charges to produce or fabricate made to order goods. See
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Rule 029 of these rules. (3-20-04)

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

(3-20-04)

a. Any chargesfor any servicesto bring the subject of asaleto itsfinished state ready
for delivery and in the condition specified by the buyer, including charges for assembly,
fabrication, alteration, lubrication, engraving, monogramming, cleaning, or any other servicing,

customizing or dealer preparation. (3-20-04)
b. Any charge based on the amount or frequency of a purchase, such as a small order
charge or the nature of the item sold, such as a dow-moving charge for an item not frequently
sold. (3-20-04)
C. Any commission or other form of compensation for the services of an agent,
consultant, broker, or ssimilar person. (3-20-04)
d. Any charges for warranties, service agreements, insurance coverage, or other

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

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

04

the prlce of amedl, no sales tax applles to the gratuity. A dratwtv can be paid voluntarily by the

customer or be required by the seller. A gratuity is also commonly known as atip. {7-1-93)( )

If aqratwtv does not meet aII of the foIIOW| ng

aeeeent—feFm—ne—setestaaeappl-testethegFaturty
requirements, the gratuity will be subject to sales tax: 193 )

I. A gratuity must be paid to the service provider of the meal as additional income to
the base wages of the service provider:; ( )

ii. A gratuity must be separately stated on the receipt or be voluntarily paid by the
customer; and ( )
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A gratuity must not be used to avoid sales tax on the actual price of the meal.

. o ool i I I
043.04 of thisrule, the following definitions apply: 193 )
I. Meal. Food or drink prepared for or provided to a customer. ( )

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

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

(BREAK IN CONTINUITY OF SECTIONS)

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

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

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

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

(7-1-93)

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

b. Businesses that elect to pay use tax on the rental value of transient equipment may
do so without the approval of the Tax Commission as long as the use tax due on the first month’s
rental is paid in a timely manner. If the owner fails to pay the tax timely, he must get written
approval from the Tax Commission to use this option. (7-1-93)

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

d. Example: A Wyoming contractor brings transient equipment, with a fair market
value of one hundred thousand dollars ($100,000), to Idaho for use on a ninety (90) day project.
The fair market rental value of the equipment for the ninety (90) days totals fifteen thousand
dollars ($15,000). Idaho use tax on the fair market rental value, assuming a rate of six percent
(6%), totals nine hundred dollars ($900). The contractor paid three thousand five hundred dollars
($3,500) of sales tax to the state of Wyoming when he bought the equipment new. The contractor
isnot required to pay tax to Idaho since the tax paid to Wyoming exceeds the amount of |daho use
tax due. (4-2-08)

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

04. Licensed Motor Vehicles. A motor vehicle licensed in a nonresident’s home state
and brought to Idaho to use for ninety (90) days or less in any consecutive twelve (12) monthsis
not subject to Idaho use tax. Once the vehicle is used here more than ninety (90) days during any
consecutive twelve (12) months, use tax appliesto the fair market value of the vehicle at that time

LOCAL GOVERNMENT & TAXATION Page 78 2012 PENDING RULE BOOK



STATE TAX COMMISSION Docket No. 35-0102-1101
Sales Tax Administrative Rules PENDING RULE

unless tax was paid to another state in an amount equal to, or greater than, the tax owed to Idaho.
Specia rules apply to new residents, ef nonresident college students, and temporarily assigned
military personnel in Idaho. See Rule 107 of these rules. 3-20-04( )

(BREAK IN CONTINUITY OF SECTIONS)

085. SALESTO AND PURCHASESBY NONPROFIT ORGANIZATIONS (RULE 085).

01 In General. The Sales Tax Act does not provide any general exemption for,
charitable or nonprofit organizations, corporations, associations or other entities. Specific
statutory provisions provide exemptions for some charitable organizations. Unless an exemption
is clearly granted to a specific organization or to specific sales or purchases by a specific
organization or a class of organization, no exemption applies. Specia rules apply to religious
organizations. See Rule 086 of theserules. (3-6-00)

02. Educational Institutions. Sales to and purchases made by non-profit educational
ingtitutions, as defined in Section 63-36220, Idaho Code, are exempt from Idaho sales or use
taxes. (3-6-00)

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

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

05. Idaho Foodbank Warehouse, Inc. The Idaho Foodbank Warehouse, Inc. is a
nonprofit corporation which gathers food and food products at one (1) central location for
distribution to food banks throughout Idaho. All sales to, donations to, and purchases by the Idaho
Foodbank Warehouse, Inc., are exempt from sales and use taxes. (3-6-00)

a. Example 1: The XY C Corporation purchases food from a grocer to donate to the
Idaho Foodbank Warehouse, Inc. The XY C Corporation must pay sales tax on the purchase since
they are not purchasing the food for resale and no other exemption applies. (3-6-00)

b. Example 2: The Idaho Food Bank Warehouse, Inc. purchases office supplies. No
tax is due on the purchase. (3-6-00)

06. Food Banks and Soup Kitchens. Food banks or soup kitchens are nonprofit
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organizations, other than the ldaho Foodbank Warehouse, Inc., which, as one of their regular
activities, furnish food to others without charge. Sales to, donations to, and purchases of food or
tangible personal property used by food banks and soup kitchens other than the 1daho Foodbank
Warehouse, Inc. to grow, store, prepare, or serve food are exempt from sales and use taxes.
However, there is no exemption from the sales tax if goods are purchased with the intent and
purpose of donation to a qualified organization. This exemption does not extend to the sale,
purchase, or use of licensed motor vehicles by food banks or soup kitchens. (3-6-00)

a. Example 1: A grocer removes food from his inventory of goods held for resale to
donate to a food bank or soup kitchen. The grocer is exempt from the use tax on his cost of the
inventory donated. (3-6-00)

b. Example 2: The XYZ Corporation purchases food from a grocer to donate to a
food bank. The XYZ Corporation is not purchasing the food items for resale, and no other
exemption from sales tax applies. Sales tax must be paid on the purchase. (7-1-93)

C. Example 3: A food bank purchases a licensed motor vehicle. The purchase is
subject to sales tax because the motor vehicle is not used to grow, prepare, or serve food. (3-6-00)

alaWiVaa'a

07. Red Cross. Saleste s S-tax-by
federalHaw See Rule 094 of these rules. (7-1-93) )

08. Nonsale Clothiers. Nonprofit organizations, one of whose primary functionsis to
provide clothing to the needy without charge, may purchase the clothing without paying tax. Only
clothing qualifies for the exemption. Other purchases by the organization are taxable. Clothing
may also be removed from aresale inventory and donated to these organizations exempt from use
tax. However, there is no exemption from the sales tax if goods are purchased with the intent and
purpose of donation to a qualified organization. (3-6-00)

a. Example 1: A department store removes clothing from resale merchandise to
donate to a nonprofit, nonsale clothier. The store is exempt from the use tax on the cost of the
inventory donated. (7-1-93)

b. Example 2: A nonprofit, nonsale clothier purchases clothing and bed sheets from a
department store to give to the needy. No tax is due on the clothing, but the store must charge the
organization sales tax on the bed sheets. (7-1-93)

09. Exemption Certificate. The organizations listed in this rule may make purchases
without paying sales tax to the vendor by completing an exemption certificate. See Rule 128 of
theserules. (3-6-00)

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

1n. Sales by Nonprofit Organizations. An exemption from sales tax on sales to one
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of the foregoing entities does not constitute an exemption from the requirements to collect and
remit tax when the entity makes taxable sales to purchasers not exempt from tax. When an exempt
organization qualifies as a retailer the organization must register with the State Tax Commission,
obtain a seller’s permit, and collect and remit sales taxes on sales as defined in Section 63-3612,
Idaho Code, in the same manner and in accordance with the same statutes and rules which govern
al other retailersin the state. There are two (2) exceptions to thisrule. (3-6-00)

a. Sales of places to sleep by the Idaho Ronald McDonald house are exempt from
sales taxes. (3-6-00)

b. Sales of admissions by an entity qualified under Section 501(c)(3) of the Internal
Revenue Code, or by an organization conducting an exempt function defined in Section 527 of the
Internal Revenue Code when: (3-6-00)

I The event is not predominately recreational or commercial; and (3-6-00)

ii. Any entertainment value included in the admission charge is minimal when
compared to the charge for admission; and (3-6-00)

iii. Such entity has paid a sales or use tax on taxable purchases or tangible personal
property or services consumed during the event. (3-6-00)

12. Senior Citizen Centers. Sales to certain senior citizen centers are exempt from
sales tax. The definition of “senior citizen center” in Section 63-36220, Idaho Code, is the same
as the definition of a “multipurpose senior center” as defined in the Older Americans Act, Title
42, Section 3002, United States Code. To qualify for the exemption the center must have been
granted exempt status pursuant to Section 501(c) (3) of the Internal Revenue Code. Long-term
care facilities do not qualify for this exemption. (4-2-08)

13. Free Dental Clinics. Salesto and purchases by organizations providing free dental
care to children are exempt from sales and use tax. For the purposes of this exemption “children”
shall mean persons under the age of eighteen (18). To qualify for the exemption property or
services must be: (4-2-08)

a. Purchased by an organization whose primary purpose is providing free dental care
to children; and (4-2-08)

b. Primarily used by an organization whose primary purpose is providing free dental
careto children. (4-2-08)
(BREAK IN CONTINUITY OF SECTIONS)

094. EXEMPTIONS ON PURCHASES BY POLITICAL SUBDIVISIONS, SALES BY
THE STATE OF IDAHO, ITS DEPARTMENTS, INSTITUTIONS, AND ALL OTHER
POLITICAL SUBDIVISIONS (RULE 094).
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01 In General. Thisrule governs application of the sales and use tax to governmental
instrumentalities. As used herein, the term governmental instrumentalities means the state of
Idaho, its agencies, departments or institutions and all political subdivisions of the state of 1daho;
but does not include other states, their agencies, departments, or institutions and political
subdivisions. (7-1-93)

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

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

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

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

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

b. Admission charges. Taxable admission charges will include those fees for using
golf courses and swimming pools, for attending athletic events, concerts, fireworks displays, and
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fund raising events. (3-4-10)
C. Use of facilities for recreation. Taxable use of facilities for a recreational purpose

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

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

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

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

06. Federal Government. Sales to and purchases by the federa government and its
instrumentalities are not subject to Idaho sales or use taxes except as provided by federal laws or
regulations. Federal law also prevents the state of 1daho from imposing sales tax on any sales by
the federa government or its instrumentalities. For purposes of Idaho sales and use tax, the
American Red Crossis an instrumentality of the federal government. (7-1-93) )

07. Other Sates. Sadles to and purchases by states OTHER than Idaho and their
political subdivisions are subject to the tax if delivery occursin this state. (7-1-93)

(BREAK IN CONTINUITY OF SECTIONS)

098. FOREIGN DIPLOMATS (RULE 098).

Ol In General. The United States Government grants immunity from state taxes to
diplomats from certain foreign countries. The diplomat is issued a federal tax exemption card by
the U.S. Department of State. The cards are nontransferable and bear a photograph of the holder, a
federal tax exemption number, and specific instructions as to the extent of the exemption granted
to the diplomat. (5-3-03)

02._ Federal _Tax Exemptlon Cards. Federal tax exemptlon cards are-coded-with

heteHeems—GaFelswrtloraJyeHewsthe list aII restrictions on tax exemptlons on the face of the
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personal purchases.
| be inuse-and-have

043. Documentation. Retailers must document an exempt sale to a foreign diplomat
by: (7-1-93)

a. Retaining a photocopy of the front and back of the federal tax exemption card to
support the exempt sale; or (7-1-93)

b. Recording for their permanent record the name of the bearer, the mission
represented, the federal tax exemption number displayed on the card, the date of expiration, and
the nature of the exemption granted to the diplomat. (7-1-93)

(BREAK IN CONTINUITY OF SECTIONS)

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

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

02. Gifts of Motor Vehicles. When the following facts clearly establish that a motor
vehicle isbeing transferred as a gift from the titleholder to another, the vehicle can be transferred

tax exempt if: (7-1-93)
a. No money, services, or other consideration is exchanged between the donor and
recipient at any time. (7-1-93)
b. The recipient assumes no indebtedness. (7-1-93)

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

d. The donor and recipient complete and sign a Sales Tax Exemption Certificate-
Transfer Affidavit, Form ST-133, and submit it to the county assessor or the Idaho Transportation
Department along with the title to the vehicle being transferred. If the donor is unable to sign the
affidavit: (2-18-02)
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i A letter stating the vehicle is a gift, and signed by the donor, may be accepted by
the county assessor or his representative and attached to the affidavit; or (2-18-02)
ii. The title may be marked as a gift and signed by the donor. (3-4-10)
03. Nonresidents. (3-30-07)
a. A nonresident does not owe use tax on the use of a motor vehicle which is

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

(4-2-08)

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

state. (3-30-07) )

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

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

G419 )

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

b. Exclusion from the tax applies only to vehicles and aircraft owned by an
individual. A privately owned vehicle or aircraft is one that is owned by, and titled to, a private
individual or individuals. (3-4-10)
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05. Military Personnel. Military personnel receive no specia exemption from the
Idaho sales and use tax regarding motor vehicles or other tangible personal property purchased
whlle temporarily assigned in this state. ?heexempﬂenseheeu%d—r—n%hrsru#&app&equa#y%e

eensrdered{e%e&neﬂresden% A m| litary person whose home of record |s Idaho IS consr dered to
be aresident of this state. Exa :

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

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

b. Example: A resident of another state buys a vehicle in that state for ten thousand
dollars ($10,000) two (2) months before moving to Idaho. He presents histitle from the other state
to an ldaho county assessor. Since he acquired the vehicle only two (2) months before entering
Idaho, no exemption applies. The tax paid to the other state was three hundred dollars ($300)
when the vehicle was purchased. Credit for this amount is allowed against the five hundred
dollars ($500) tax due Idaho. The assessor will collect two hundred dollars ($200) tax.  (4-2-08)

C. Example: A resident of another state purchased a vehicle two (2) months before
moving to Idaho. The applicant paid four percent (4%) state sales tax, one and six tenths percent
(1.6%) city sales tax, and one and six tenths percent (1.6%) county sales tax. The total general
sales tax paid was seven and two tenths percent (7.2%). Since the Idaho tax rateislower, notax is
due Idaho because the amount of tax paid to the other state exceeds the amount owed Idaho.

(4-2-08)

d. Example: A resident of Alaska purchases avehicle immediately prior to moving to

Idaho. The purchaser paid a three percent (3%) city sales tax in Alaska. When the purchaser
moves to Idaho, credit will be given for the local tax paid against the Idaho state use tax due.

(3-30-07)

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

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

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

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

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

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

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

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

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

10.  Vehicles and Vessels Purchased in Idaho by Nonresidents for Use Outside
| daho. (5-3-03)
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a. Sales to nonresidents of motor vehicles, trailers, vessels, all-terrain vehicles
(ATVs), off-highway motorcycles, and snowmobiles for use out of this state, even though
delivery is made within this state are exempt from tax when: (5-3-03)

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

ii. The motor vehicles, vessels, ATVs, trailers, off-highway motorcycles, and
snowmobiles will be registered immediately under the laws of another state or country and will be
titled in that state or country, if required to do so by that state or country and will not be used in
|daho more than sixty (60) daysin any twelve-month period. (5-3-03)

b. To claim the exemption, the buyer must provide the seller a completed and signed
Sales Tax Exemption Certificate - Vehicle/Vessel Form ST104-MV. (5-3-03)

C. This exemption does not apply to sales of truck campers or to the sales of canoes,
kayaks, or inflatable boats regardless of length when sold without a motor. (5-3-03)

d. For purposes of Subsection 107.10 of this rule, an ATV means any recreational
vehicle with three (3) or more tires, weighing under nine hundred (900) pounds, fifty (50) inches
or less in width, having a wheel base of sixty-one (61) inches or less, has handlebar steering, and

a seat designed to be straddled by the operator. (3-4-10)
e For purposes of Subsection 107.10 of thisrule, avessel means any boat intended to
carry one (1) or more persons upon the water which is either: (3-20-04)
i. Sold together with a motor; or (5-3-03)

ii. Eleven (11) feet in length or more, not including canoes, kayaks, or inflatable
boats unless such canoe, kayak, or inflatable boat is sold together with attached motor.  (5-3-03)

f. For the purposes of Subsection 107.10 of thisrule atrailer must meet the definition
of either “trailer” or “utility trailer” found in Sections 49-121 and 49-122 Idaho Code, which isa
vehicle without motive power designed for carrying persons or property and for being drawn by a
motor vehicle. The term “trailer” includes the specific types of trailers defined in Sections 49-
121(6)(a) through 49-121(6)(h), Idaho Code. (4-2-08)

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

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

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

(BREAK IN CONTINUITY OF SECTIONS)

109. AMUSEMENT DEVICES (RULE 109).

01. Currency Operated Amusement Devices. “Amusement device’” means all
currency or token operated machines and devices used for amusement or entertainment. This
definition includes, but is not limited to, game machines; pool tables; jukeboxes; electronic
games; video or cinematic viewing devices; crane, rotary, and pusher machines, and similar
devices. It does not include vending machines that are used to sell tangible personal property or
noncurrency operated machines or games described in Subsection 109.03 of thisrule. (6-30-95)

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

a. Owners and operators of coin or currency operated amusement devices are
required to pay a permit fee for every such device in operation. At-a-tax+ate-of 5%-thisfee-is
thirty-five-deltars{$35). Section 63-3623B(c), Idaho Code, states that the fee may be increased
proportionately to any increase in the tax rate. The formula to calculate the permit fee is seven
hundred dollars ($700) x tax rate. For example, at atax rate of five percent (5%) the amount of the
permit fee is seven hundred dollars ($700) x five percent (5%) = thirty-five dollars ($35). If the
tax rateis six percent (6%), the permit fee will be forty-two dollars ($42). If any change in the tax
rate becomes effective on July 1 of a given year, the charge for the permit fee will change
proportionately on that date also. If a change in the tax rate occurs on a day other than July 1, the
permit fee will be changed on the next July 1 following the change in the tax rate. {4-2-08)( )

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

the face of the permit. £3-16-04)( )

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

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

e If an amusement device permit is lost, stolen, or destroyed, an amusement device
permit for the current year must still be affixed to every operating amusement device. This may
require the purchase of a new permit. The Tax Commission will not issue free replacement
amusement device permits regardless of the reason for the 10ss of the permit. ( )

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

04. Cross-Reference. See Rule 095 of these rules regarding purchases of Money-
Operated Dispensing Equipment. (3-16-04)
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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 legidative session, unless the rule is approved, rejected, amended or
modified by concurrent resolution in accordance with Section 67-5224 and 67-5291, 1daho 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, |daho Code, notice is hereby given that this
agency has adopted a pending rule. The action is authorized pursuant to Section(s) 63-105 and 63-
105A, 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 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, page 52 and 53.

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 this pending rule, contact Alan Dornfest (208) 334-7544.

DATED this 25" day of November, 2011.

Alan Dornfest

Tax Policy Specialist
State Tax Commission
PO. Box 36

Boisg, ID 83722-0410
(208) 334-7544

THE FOLLOWING NOTICE WAS PUBLISHED WITH THE TEMPORARY
AND PROPOSED RULE
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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 Section 63-105A, Idaho Code, and
Section 63-802, 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 January 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:

House Bill 13 did not specify when the exemption for new capital investment would be
effective, and clarification of the amount of the investment to be included in the county’s
new construction roll under Section 63-802, Idaho Code, is needed. This new rule provides
that the exemption may be granted after a notification containing the description of the
project and the project qualifying period is received by the county. The rule also clarifies
that the property eligible for taxation may be included on the new construction roll.

TEMPORARY RULE JUSTIFICATION: Pursuant to Section(s) 67-5226(2)(b), Idaho
Code, the Governor has found that temporary adoption of the rule is appropriate for the
following reasons. Compliance with deadlines in amendments to governing law or federal
programs.

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 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 temporary and proposed
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rule, contact Alan Dornfest 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. 35-0103-1101

630. (RESERVED} TAX EXEMPTION FOR NEW CAPITAL INVESTMENTS (RULE
630).

Section 63-4502, 1daho Code. ( )
01. Notification of New Capital | nvestment. ( )
a Prior to receiving the benefit of the tax exemption, the taxpayer shall notify the

county in which the project site islocated that the taxpayer expects to meet the criteria of the New
Capital Investments Tax exemption. Notification shall be accomplished by submitting a written
declaration or notification with the county assessor and the board of county commissioners

containing the following information: ( )
I. The name and address of the taxpayer; ( )
ii. A description of the new capital investment project; ( )

ii. The assessor’s parcel number(s) identifying the location of the project site; ( )

iv. The date that the qualifying period began; ( )

V. A statement that the taxpayer will make a qualified new capital investment of at
least one billion dollars ($1,000,000,000) within the qualifying period, which shall be specified.

)

b. The notification required hereunder may be submitted by the taxpayer to the
county assessor and the board of county commissioners at any time after the qualifying period
begins. However, if the notification is submitted after May 15 in a given year a taxpayer may
receive the benefit of the exemption only for tax years following the year in which the notification

isfiled. ( )

02. Property of the Taxpayer. Property of a taxpayer includes all real or personal
property that is owned by or |eased to the taxpayer under an agreement that makes the taxpayer

responsible for the payment of any property taxes on the property. ( )
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03. New Construction. Property taxable under Section 63-4502, 1daho Code and that
quallflesfor listing on the new construction roll as described by Section 63-301(A)3, Idaho Code,

should be listed on the new construction roll. ( )

04. Failureto Makethe Qualifying New Capital | nvestment. If the taxpayer failsto
make the qualifying new capital investment during the qualifying period, the property shall lose
the exemption granted by this section beginning with the tax year immediately following the
conclusion of the qualifying period. ( )

05. Cross Reference. For an explanation of the treatment of new construction relating
to Sections 63-802 and 63- 301A, Idaho Code, see Rule 802 of these rules. ( )

LOCAL GOVERNMENT & TAXATION Page 94 2012 PENDING RULE BOOK



IDAPA 35 - STATE TAX COMMISSION
35.01.03 - PROPERTY TAX ADMINISTRATIVE RULES
DOCKET NO. 35-0103-1104
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 fina approval. The pending rules become final and
effective at the concluson 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, |daho Code, notice is hereby given that this
agency has adopted pending rules. The action is authorized pursuant to Section(s) 63-105 and 63-
105A, 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 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 September 7, 2011, Idaho Administrative Bulletin, Volume 11-9, pages 114
through 145.

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 this pending rule, contact Alan Dornfest (208) 334-7544.

DATED this 25" day of November, 2011.

Alan Dornfest

Tax Policy Specialist
State Tax Commission
PO. Box 36

Boisg, ID 83722-0410
(208) 334-7544

THE FOLLOWING NOTICE WASPUBLISHED WITH THE PROPOSED RULE
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AUTHORITY: In compliance with Section 67-5221(1), Idaho Code, notice is hereby given that
this agency has initiated proposed rulemaking procedures. The action is authorized pursuant to
Section 63-105A, 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 September 22, 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 004 is being amended to provide an explanation of the documents that are
confidential and not open to the public as provided in HB 239, and to clarify that the
exchange of information between the county and the Tax Commission is not limited.

Rule 006 is being amended to update references to appropriate and current editions of
guides and professional standards used to determine values of certain property and to
measur e assessment level and unifor mity.

Rule 115 is being amended to add the requirement that the values be listed by category
value on the abstract for any taxing district with a restriction providing that such district
does not levy property taxes on all otherwise taxable property in accordance with Section
63-509, Idaho Code.

Rule 219 is being amended to delete the requirement to assign separ ate parcel numbers
if the parcel islocated entirely within one county and one tax code area.

Rule 225 is being amended to reflect the provisions of newly enacted HB 095 changing
the life of an urban renewal agency from 24 to 20 years and to restrict revenue allocation
areas urban to one annexation after July 1, 2011, and to require the Tax Commission to give
notices of dissolution nineteen years after formation for those agencies created after July 1,
2011. Instructions are also given to disallow a proposed second expansion of a Revenue
Allocation Area after July 1, 2011.

Rule 312 isbeing amended to exclude federal and state of 1daho property from inclusion
in Section 63-602Y, Idaho Code, and to affirm that thereal or personal property that hasa
change of status as described in Section 63-602Y, Idaho Code, does not include federal or
state of 1daho property and, therefore, the proration of property tax to these propertiesis
not appropriate unless specially authorized by the gover nment entity.

Rule 314 is being amended to establish standards for maintaining parcel record
information, list the basic information that should beincluded in the assessor’s office par cel
records, and to reference the International Association of Assessing Officer’s standards on
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mass appraisal and digital mapping.

Rule 400 is being stricken. Information currently in Rule 400 will be included in new
Rule 004.

Rule 509 is being amended to require that the urban renewal increment value and the
value of certain exemptions be reported and subtracted from the taxable value for each
secondary category subject to taxation by special districts and units of government which do
not levy property tax against all otherwise taxable property.

Rule 701 is being amended to conform to HB 113 which designates the Tax Commission
as the approving authority for the property tax reduction application. The amendment to
this rule maintains the assessors responsibility to verify the claimants presence in the
United States and deletes the reference to the assessors approval of the claimants
participation in the property tax reduction program.

Rule 717 is being amended to conform to HB 113 which designates the Tax Commission
as the property tax reduction approving authority and changes some program process
dates, deletes references to the county board of equalization approving claims for property
tax reduction (PTR), and changesthe date when the preliminary PTR roll will be sent to the
Tax Commission from the fourth Monday in Juneto June 1.

Rule 802 is being amended to conform to HB 124 which provides a five-year ook back
limit both for new construction (NC) that was missed in the year it should have been placed
on the NC roll so will be placed on the next roll and for deductionsthat must be included on
the NC roll. The amendment also explains and adds thisfive-year look back limit applicable
to these situations. In respect to HB 95 [50-2903(4)],thereis also the need to explain that the
NC addition to the urban renewal base assessment roll due to the increase in land value
caused by agricultural land in a revenue allocation area losing the agricultural exemption
does not get included on any NC roll. The rule is amended to explain that certain
adjustments to the NC roll are limited to the event that triggers the adjustments occurring
within the past five years. Theruleis also amended to explain that a certain event causing
an increase to the base assessment roll does not get added to any NC roll.

Rule 804 is being amended to provide information for assessors to adjust the urban
renewal base assessment roll for changes in the taxable amount of a property due to the
annual changes in maximum homeowner’s exemption (HOE). The amendment to therule
explains and gives examples to demonstrate that if the taxable value of a parcel decreases,
due to a decrease in value of the property or an increase in the maximum amount of the
HOE, or any combination thereof, to a taxable value that isless than the current base, then
the base is adjusted to the amount that is less than the current base. Otherwise the base is
not adjusted for change in partial exemption due to the change in the HOE maximum
amount.

Rule 808 provides direction on how to compute levies for certain districts that may not
levy against all taxable property in the district and requires that each relevant county, as
well as the Tax Commission, be given documentation of the election or ordinance which
determined the category of property to be taxed.
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Rule 988 is being amended to provide the taxpayers options should the QIE election be
denied by the assessor and that the assessor shall notify the taxpayer electing the QIE and
shall identify the basis for the denial. The assessor’s notification cancels the election with
respect to those items denied the QI E. Upon receiving this notification, the taxpayer isthen
freeto pursueincometax relief under Section 63-3029B, 1daho Code, for those items denied
the QI E by the assessor.

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 proposed 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:

To update material to reflect current editions referenced by the Tax Commission.
ASSISTANCE ON TECHNICAL QUESTIONS, SUBMISSION OF WRITTEN
COMMENTS: For assistance on technical questions concerning the proposed rule, contact Alan
Dornfest 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 September 28,
2011.

DATED this 9th day of August, 2011.

THE FOLLOWING ISTHE TEXT OF DOCKET NO. 35-0103-1104

004. PUBLIC RECORDS (RULE 004).
Sections 9-337 through 350, 63-302, 63-313, 63-602Y, 63-3076 and 63-3077, Idaho Code. ( )

01.  RecordsOpen to the Public. Fherecords-associated-with-this-chapter-are-subject
s Public Rrecords under the Public Records Act, Chapter 3, Title 9,

Idaho Code, are presumed to be open to the public to the extent that these deeuments records are
not confidential under Sections 63-3076, 63-3077 or 9-337 through 9-350, Idaho Code.
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@150 )

02. Records Not Presumed Open to the Public. The following public records are not
presumed open to the public, are confidential, and may not be disclosed without the written

consent, including by electronic means, of the taxpayer except as described in Section 9-340D

(24), Idaho Code: C )
a Thelists of personal property required to be filed by Sections 63-302 and 63-602Y;
)

b. Thelists of transient personal property required to be filed by Section 63-313;
)
C. The operator’s statement required to be filed by Section 63-404; and ( )
d. Confidential, commercial, or financial information including trade secrets,

providea the taxpayer gives notice of a clam to exempt the specific documents from disclosure.
The notice of a claim to exemption shall be accomplished by stamping or marking each page or
the first page of each portion of the document so claimed. ( )

03. County Assessor -- Officer of the Sate. The county assessor is included in the
group of any officer, employee or authorized representative of the state as stated in Section 9-
340(24), 1daho Code, and therefore may be given documents without the permission of the
taxpayer for purposes of carrying out the provisions of state law including the proceedings of the
county board of egualization. Exchanges of information between or among the State Tax
Commission and county officials otherwise authorized by law are not limited by any provision of

this Rule. ( )

(BREAK IN CONTINUITY OF SECTIONS)

006. INCORPORATION BY REFERENCE (RULE 006).

Unless provided otherwise, any reference in these rules to any document identified in Rule 006 of
theserules shall constitute the full incorporation into these rules of that document for the purposes
of the reference, including any notes and appendices therein. The term “documents’ includes
codes, standards, or rules adopted by an agency of the state or of the United States or by any
nationally recognized organization or association. (5-3-03)

01. Availability of Reference Material. Copies of the documents incorporated by
reference into these rules are available at the main office of the State Tax Commission aslisted in
Rule 005 of these rules or can be electronically accessed as noted in Subsection 006.02 of this
rule. (5-8-09)

02. Documents Incorporated by Reference. The following documents are
incorporated by reference into these rules: (5-3-03)
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a. “Standard on Ratio Studies’ published in 2010, “Standard on Digital Cadastral
Maps and Parcel Identifiers’ published in 2009, and *Standard on Mass Appraisal of Real
Property published in 2011, “Standard on Verification and Adjustment of Sales’ published in
2010, all published by the International Association of Assessing Officers. Fhis These documents
can be electronically accessed at http://www.iaao.org/documents/index.cfm?Category=23 which
was last accessed and verified on July 2218, 20101. e )

b. “Recreation Vehicle Guide of the National Automobile Dealers Association”
published in 20101 for the September through December period by the National Appraisal Guides
Incorporated. H“7( )

C. “Van/Truck Conversion and Limousine Appraisal Guide of the Nationd
Automobile Dealers Association” published in 20101 for the September through December
period by the National Appraisal Guides Incorporated. (4-7-11) )

d. “Official Railway Equipment Register” published for the last three (3) quartersin
20101 and thefirst quarter in 20122 by R. E. R. Publishing Corporation, Agent as a publication of

UBM Global Trade. H“7( )

e “Forest Habitat Types of Northern Idaho: A Second Approximation” published by
the Government Printing Office for the U. S. Forest Service in 1991, General Technical Report
INT-236, written by Cooper, Stephen V., Neiman, Kenneth E., Rev, David W., and Roberts,
Kenneth E. (4-6-05)

f. “Forest Habitat Types of Central Idaho” published by the Government Printing
Office for the Intermountain Forest and Range Experimentation Station of the U. S. Forest
Service in 1981, Genera Technical Report INT-114, written by Kittams, Jay A., Pfister, Robert
D., Ryker, Russell A., and Steele, Robert. (5-3-03)

g. “Yield of Even-Aged Stands of Ponderosa Pine” published by the Government
Printing Office for the U. S. Department of Agriculture in 1938, Technical Bulletin No. 630.
(5-3-03)

h. “Second-Growth Yield, Stand, and Volume Table for the Western White Pine
Type’ published by the Government Printing Office for the U. S. Department of Agriculture in
1932, Technical Bulletin No. 323. (5-3-03)

i. “Manual of Instructions for the Survey of the Public Lands of the United States’

published by the Government Printing Office for the Bureau of Land Management in 1973,
Technical Bulletin No. 6. (5-3-03)

(BREAK IN CONTINUITY OF SECTIONS)

115. POWERS AND DUTIES - PROPERTY TAX - VALUE INFORMATION (RULE
115).
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Sections 63-105A and 63-509, Idaho Code. (3-30-07)

01. Requirement to Submit Abstracts. The county auditor must submit to the State
Tax_Commission abstracts for the county, the cities or the portion of each city located in the

county, the Boise School District, and any taxing district or unit of government with a restriction
providing that such district does not levy property taxes on al otherwise taxable property as
described in Rule 808 of these rules. ( )

042. &Hy Values by Secondary Category. For each of the abstracts required in
Subsection 115.01 of this rule, Fto provide needed value information under Subsection 63-
105A(2), Idaho Code, each assessor will report to the county auditor the market value and
exempted value of all property within-any-eity-orthe-pertion-ef-any-eity-within-the-county by
secondary categories, described in Rules 510, 511, and 512 of these rules, in the same manner as
the abstracts required for each county and-each-sehoel-distriet under Section 63-509, |daho Code,

and Rule 509 of these rules. (3-30-07) )

023. &y Additional Abstracts to Accompany County Abstracts. Each county
auditor will include the city and any required additional abstracts described in Subsection 115.01
of this rule, when submitting to the State Tax Commission the abstracts required under Section
63-509, Idaho Code, and Rule 509 of these rules. (3-30-07) )

034. CrossReference. For the descriptions of secondary categories and clarification of
responsibilities relating to listing and reporting values by secondary categories, see Rules 509,
510, 511, and 512 of theserules. For adescription of levy criteriarequiring submittal of additional
abstracts, see Rule 808 of these rules. £3-36-0A)( )

(BREAK IN CONTINUITY OF SECTIONS)

219. UNIFORM PARCEL NUMBERING SYSTEM (RULE 219).
Sections 63-209, 63-210, and 63-219, Idaho Code. (5-8-09)

01. Definitions. The following definitions apply to thisrule. (5-8-09)

a. Parent parcel. A parcel of land in its origina state prior to being segregated. The
parcel may be described by a metes and bounds description, lot and block, aliquot part, or
government lot. (5-8-09)

b. Child parcel. A parcel of land which has been segregated from the parent parcel.
At thetime a parent parcel is segregated into one or more parts, the parcels being segregated from
the parent parcel shal be known as child parcels. The child parcel may be described by a metes
and bounds description, a portion of alot and block, a portion of an aliquot part, or a portion of a
government lot. (5-8-09)

02. Parcel Number Functions. The uniform parcel numbering system shall be used
for mapping and record keeping. Each parcel shall be assigned a parcel number that shall appear
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on the plat map and on a companion sheet. This assigned parcel number may aso be the tax
number. (5-8-09)

03. Parcel Number Cancellation or Retention Upon Property Transfers. As long
as the property boundary does not change, the new owner's name shall be assigned to the same
parcel number on the companion sheet. A parcel number that exists at the time a property is
divided or added to may be canceled and a new number(s) assigned. If the parent parcel number
is not canceled, it shall be assigned to the child parcel complying with the directions in this rule
relating to assigning parcel numbers based on geographic location. (5-8-09)

04. Property Split by County Line, Section Line, or Tax Code Area Boundary.
Properties contiguous under common ownership but split by county line-seetien-the; or tax code
area boundary shall require separate parcel numbers. Properties contiguous under common
ownership but split by section ling(s) and entirely located within the same county and tax code
area will not require separate parcel numbers and the lowest section number will be included in

the parcel number as explained in Paragraph 219.05.c. of thisrule. (5-8-09y
05. Rura Land not Subdivided. Assign parcel numbers to rural land that is not
subdivided as follows: (5-8-09)
a. Positions 1, 2, and 3 shall be the township descriptor minusthe “T.” (5-8-09)
b. Positions 4, 5, and 6 shall be the range descriptor minusthe “R.” (5-8-09)
C. Positions 7 and 8 shall be the section number. For properties contiguous under

common ownership and split by section line(s) so that the parcel is located in multiple sections,
the lowest section number shall be used. If the section number is less than ten (10), the section
number isin position 8, preceded by a zero (“0”) in position 7.

d. Positions 9, 10, 11, and 12 shall be the quarter section numbers. To assign the
guarter section number, begin numbering in the northeast quarter (NE1/4) of the northeast quarter
(NE1/4) and proceed counterclockwise. Starting in the NE1/4 of the section the numbers used
range from zero to two thousand three hundred ninety nine (0000 to 2399). Continuing
counterclockwise, beginning in the NEL/4 of the northwest quarter (NWZ1/4), the numbers
continue from two thousand four hundred to four thousand seven hundred ninety nine (2400 to
4799), thence, starting in the NEL1/4 of the southwest quarter (SW1/4), assign numbers from four
thousand eight hundred to seven thousand one hundred ninety nine (4800 to 7199), and beginning
in the NE1/4 of the southeast quarter (SE1/4), assign quarter section numbers from seven
thousand two hundred to nine thousand nine hundred ninety nine (7200 to 9999). The following
guarter section breakdown key shows the sequence for assigning quarter section numbers for land
not subdivided. (5-8-09)
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North *
Standard Section
3000 2400 600 0
3599 2999 1199 599
3600 4200 1200 7200
> .
4199 4799 1799 7799
5400 4800 7800 7200
5999 5399 8399 7799
6000 6600 8400 9000
> >
6599 7199 8999 9999

Note: The northern quarters of sections 1, 2, 3, 4, 5, and 6 may be government lots and the
western quarters of Sections 6, 7, 18, 19, 30 and 31 may be government lots. For the purpose of
parcel numbering, these government lots shall be treated as if each was the respective quarter-
guarter of the section. (5-8-09)

e The following parcel number example denotes Township 10 North, Range 5 East,
Section 4 with the parcel being in the NEL/4, NE1/4: 10NO5E040235. (5-8-09)

f. The following table is an example of a companion sheet with parcel numbers for
rural land not subdivided.

VSIS DE Sec. PETEC Grantor Grantee Remarks e Date LA AEAS
Range No. Type Number
23N11E | 29 | 7985 | Public, John | Citizen, Fred 5167';%2:6' WD | 1/10/93| 492183
o Split from

23N11E 29 7990 Citizen, Fred #7985

23N11E | 29 | 8000 | Citizen, Fred | Voter, Sue sgg;;osm WD | 3/9/99 | 644809
o Split from

23N11E 29 8010 Citizen, Fred #7990

23N11E | 29 | 8250 | Citizen, Fred | Anyone, Jim Sﬂ%;oom WD | 4/9/01 | 652186

(5-8-09)

06. Urban Land not Subdivided. Assign parcel numbers to urban land that is not
subdivided as follows: (5-8-09)

a. Position 1 shall be the city letter. Each city shall have a unique letter. (5-8-09)
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b. Positions 2, 3, 4, 5, and 6 shall each be the number zero (“07). (5-8-09)
C. Positions 7 and 8 shall be the section number. Number these positions as directed
in Paragraph 238:04-¢- 219.05.c. of thisrule. 5-8-09)( )
d. Positions 9, 10, 11, and 12 shall be the quarter section number. Number these
positions as directed in Paragraph 218:04-d- 219.05.d. of thisrule. (5-8-09) )
e When a metes and bounds parcel inside city limitsis being numbered, positions 9,
10, 11, and 12 locate the parcel to the nearest quarter section. (5-8-09)
f. If a government lot is within a section, or an extended government lot is an

extension of a section, the quarter section numbering shall be assigned as rural land not
subdivided. For a government ot within a quarter section, the assigned number shall be a number
within the sequence of numbers for the quarter section. For an extended section, the assigned

number shall be within the sequence from the extended quarter section. (5-8-09)
0. The following parcel number example denotes a parcel in the NE1/4 of section 29
in the city identified by the letter “A”: A00000292163. (5-8-09)
07. Subdivided Rural Land. Assign parcel numbers to subdivided rural land as
follows: (5-8-09)
a. Position 1 shall be the number zero (“0”). (5-8-09)
b. Positions 2, 3, 4, and 5 shall be the subdivision number. The subdivision number
shall not contain alphabetic characters. Each subdivision, whether the original townsite or new
subdivision, shall be assigned a four (4) digit number. (5-8-09)
C. Positions 6, 7, and 8 shall be the block number. (5-8-09)

d. Positions 9, 10, and 11 shall be the lot number designated on the subdivision plat
or an assigned number if characters on the subdivision plat are not acceptable as a parcel number.
(5-8-09)

e Position 12 shall be the number zero (“0”) if the lot isas originally platted. If alot
has been split once or combined once, then this becomes the letter “A.” If split a second time, the
letter becomes a “B,” etceteras. These splits or combinations shall be listed on the companion
sheet. (5-8-09)

f. The following parcel number example denotes a subdivided parcel not in any city,
identified by the number zero (*0”), subdivision number 62, block number 200, and lot number
29: 000622000290. (5-8-09)

08. Subdivided Urban Land. Assign parcel numbers to subdivided urban land as
follows: (5-8-09)
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a. Position 1 shall be the city letter. Each city shall have a unique letter. (5-8-09)

b. Positions 2, 3, 4, and 5 shall be the subdivision number. The subdivision number
shall not contain alphabetic characters. Each subdivision, whether the original townsite or a new
subdivision, shall be assigned afour (4) digit number. (5-8-09)

C. Positions 6, 7, and 8 shall be the block number. (5-8-09)

d. Positions 9, 10, and 11 shall be the lot number designated on the subdivision plat.
An assigned subdivision plat number may be used if numbers comply with the parcel numbering
system. (5-8-09)

e Position 12 shall be the number zero (“0”) if the lot isas originally platted. If alot
has been split once or combined once, then this becomes the letter “A.” If split a second time, the
letter becomes a “B,” etceteras. These splits or combinations shall be listed on the companion
sheet. (5-8-09)

f. When one (1) whole lot and part of another adjoining lot are under common
ownership, one (1) parcel number may be assigned. That parcel number shall be written using the
whole lot's number and position 12 shall be aletter. (5-8-09)

: The following parcel number example denotes a parcel in the city identified by the
letter “A,” in subdivision with number 0062, block number 200, lot number 029, and has been

modified once: A0062200029A. (5-8-09)
~h. The following table is an example of a companion sheet with parcel numbers for
subdivided land within acity.
City Sub. Blk. | Lot & Split Deed Instrument
No. No. No. Number Grantor Grantee | Remarks Type Date Number
A 0054 001 0090 Owner, Sid Pat Voter WD | 1/11/92 190624
Retaining
A 0054 001 009A Voter, Pat N1/2 Lot 9
A 0054 | 001 009B Voter, Pat | Public, Joe | S1/2 Lot9 | WD [2/12/99| 299486
A 0054 | 001 009B Public, Joe | Owns, Tim |S1/2Lot9 | WD | 6/9/01 | 299999
(5-8-09)
09.  Patented Mines and Patented Mining Claims. Assign parcel numbers to
patented mines and mining claims as follows: (5-8-09)
a. The number nine (“9”) shall be in positions 1 and 2. (5-8-09)

b. Positions 3 through 8 shall denote the township and range, as in the land not
subdivided format. (5-8-09)
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C. Positions 9 through 12 shall be a county assigned sequential account number for
individual mines. (5-8-09)

d. The following parcel number example denotes a parcel that is a patented mine in
township 10 North, Range 36 East, with county assigned number 58: 9910N36E0058.  (5-8-09)

10.  Condominiums. Assign parcel numbers to condominiums asfollows:  (5-8-09)

a. Condominiumsin acity shall have aletter in position 1 of the parcel number. The
letter shall be unique for each city. For condominiums not in any city, position 1 is the number
zero (“0"). (5-8-09)

b. Positions 2, 3, 4, and 5 shall be the condominium number and shall be four
numbers. To differentiate between condominiums and subdivisions, numbers 0001 through 8999
are to be used for subdivisions, and numbers 9000 through 9999 for condominiums. Fill positions
preceding the number with zeros to occupy al four (4) positions (“0000”). (5-8-09)

C. Positions 6, 7, and 8 shall be the block or building number. Position 6 may be a
“C” to differentiate between a typical block or building number and a condominium common
area. (5-8-09)

d. Positions 9, 10, and 11 shall be the lot or unit number designated on the
condominium plat or an assigned number. An assigned condominium plat number may be used if
numbers comply with the parcel numbering system. (5-8-09)

e Position 12 shall be the number zero (*0”) if the parcel has not been modified since
originaly platted. If it has been split once or combined once, then this character becomesan “A.”
If split a second time, the character becomes a“B,” etceteras. These splits or combinations shall
be listed on the companion sheet. (5-8-09)

f. The following parcel number example denotes a parcel that isin the city identified
by the letter “A,” with condominium number 9062, block or building number 007, ot or unit
number 029, and has not been modified since originally platted: A90620070290. (5-8-09)

(BREAK IN CONTINUITY OF SECTIONS)

225. DOCUMENTATION FOR NEWLY ORGANIZED OR ALTERED TAXING
DISTRICTS OR REVENUE ALLOCATION AREAS (RAAS) UNDER THE
JURISDICTION OF URBAN RENEWAL AGENCIES (RULE 225).

Sections 31-1411, 50-2907, 50-2908, 63-215, 63-807, 63-1202, 63-3029B, and 63-3638, Idaho
Code. (3-30-07)

01. Definitions. The following definitions apply for cities, taxing districts, or revenue
allocation areas (RAAS) under the jurisdiction of urban renewal agencies being organized or
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formed or altering boundaries. (3-15-02)

a. Taxing Districts. The term taxing districts as used in this rule means taxing

districts and taxing units. (3-15-02)

b. Alter. Alter or any derivatives of the word as used in Section 63-215, 1daho Code,

means annex, deannex, or consolidate or derivatives of these words. (3-15-02)

C. Contiguous. Contiguous means being in actual contact or touching along a

boundary or at a point and is synonymous with abutting on. (3-15-02)

d. Deannex. Deannex means to delete or remove a portion but not all of a boundary

for a city, taxing district, or RAA by completing al legal requirements to establish a new

boundary for the city, taxing district or RAA. (4-6-05)

e Disincorporate. Disincorporate or any derivatives of the word as used in Section
63-3638, |daho Code, means completing all legal requirements to end the existence of acity.

(4-6-05)

f. Dissolve. Dissolve or any derivatives of the word as used in Section 63-3638,

Idaho Code, means completing all legal requirements to end the existence of a taxing district or

RAA. (4-6-05)

Legal Description. Legal description means a narrative that describes by metes and
bounds a definite boundary of an area of land that can be mapped on atax code area map and shall
include: (3-15-02)

I Section, township, range and meridian. (3-15-02)

ii. An initial point, being a government surveyed corner, such as a section corner,
guarter corner or mineral survey corner. (3-15-02)

iii. A true point of beginning, defined by bearings and distances from the initia point,
that begins anew city, taxing district, RAA or any alteration thereto. (3-15-02)

V. Bearings and distances that continuously define the boundary of any area with a
closure accuracy of at least one (1) part in five thousand (5,000). Variations from this closure
requirement may be approved by the State Tax Commission if the description is sufficiently
certain and accurate to ensure that the property is assigned to the proper tax code area. Such
variations may include: (3-15-02)

@D Boundaries which follow mountain ranges, rivers, highways, lakes, canals and
other physical features that are clearly delineated on published U.S. Geologica Survey
guadrangle maps at scale 1:24,000; or (3-15-02)

2 References to cardinal directions, government survey distances, and section or
aliquot part corners; or (3-15-02)
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(©)) References to recorded subdivision or town site plats, with copies of such plats; or
(3-15-02)

4) Legidatively established boundaries as defined by reference to Idaho Code
sections. (3-15-02)
V. The legal description to annex to or deannex from an existing city, taxing district,

or RAA shall plainly and clearly define the boundary lines of the deannexed or annexed area and
include areference to existing boundaries where contiguous. (3-15-02)

h. Map Prepared in a Draftsman-like Manner. Map prepared in a draftsman-like
manner means an origina graphic representation or precise copy matching the accompanying
legal description and drafted to scale using standard mechanical drawing instruments or a

computer. The map shall include: (3-15-02)
I Section, township, range, and meridian identifications. (3-15-02)
ii. North arrow, bar scale, and title block. (3-15-02)
iii. District name and ordinance number or order date. (3-15-02)

iv. Bearing and distance annotation between boundary points or a legend or table
identifying the bearing and distance between each set of boundary points. (3-15-02)

V. Clearly defined boundary lines of the newly formed city, taxing district, or RAA or
of the alteration to an existing one together with reference to the existing boundary where
contiguous. (3-15-02)

Vi. Variations from the requirements of Paragraph 225.01.h. of thisrule for what must
be included on the map may be approved by the State Tax Commission if the map is sufficiently
certain and accurate to ensure that the property is assigned to the proper tax code area.  (4-6-05)

I Countywide taxing district. A countywide taxing district is ataxing district having
the same boundaries as one (1) or more counties. (5-8-09)

02. Documentation to Be Filed for Newly Created or Altered Cities, Taxing
Districts, or RAAs. The following documentation shall be filed with the county assessor, county
recorder, and the State Tax Commission no later than thirty (30) days following the effective date
of any action creating or atering a city, taxing district, or RAA boundary, but no later than
January 10 of the following year when any action creating or altering said boundary occurs after
December 10. (3-15-02)

a. A legal description which plainly and clearly defines the boundary of a newly
formed city, taxing district, or RAA or the boundary of an alteration to an existing one. (3-15-02)

b. A copy of a map prepared in a draftsman-like manner or a record of survey as
defined by Chapter 19, Title 55, Idaho Code, which matches the legal description. (4-5-00)
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C. A copy of the ordinance or order effecting the formation or alteration. (4-5-00)

d. For fire districts annexing territory within an existing fire district and/or city, a
copy of the written approval from that existing fire district and/or city. (3-30-07)

e In cases where newly created taxing district boundaries are countywide a copy of
the ordinance or order effecting the formation which clearly states that the newly formed district
isto be countywide shall fulfill the requirements of documentsto be filed in Paragraphs 225.02.a.,
through 225.02.c., of thisrule. (5-8-09)

03. Documentation to Be Filed for Disincorporated Cities or Dissolved Taxing
Districts, or RAAs. (3-15-02)

a. No later than thirty (30) days following the effective date of the final action
disincorporating a city or dissolving ataxing district or RAA, but no later than January 10 of the
following year when the final action occurs after December 10, for the distributions of revenue as
provided for in Sections 50-2908, 63-1202, 63-3029B and 63-3638, l|daho Code, the
disincorporating or dissolving entity shall file a copy of the ordinance or order causing the
disincorporation or dissolution with the county assessor, county recorder and the State Tax
Commission. If the disincorporating or dissolving entity can provide a map showing the last
known boundaries of the entity, this map should accompany the ordinance or order. (4-6-05)

b. Upon receipt of the ordinance or order without an accompanying map of the
boundaries from a disincorporating city or dissolving taxing district, or RAA, the State Tax
Commission shall prepare and send alist of the affected tax code area number(s) and send a copy
of amap showing the affected tax code area(s) to the city, taxing district, or urban renewal agency
and to the appropriate assessor(s) and recorder(s) within thirty (30) days except for any ordinance
or order received after January 1 when the list and map shall be sent by the fourth Friday of
January. (3-15-02)

C. After fourteen (14) days from the date of the mailing of the list of the affected tax
code area(s), the State Tax Commission shall process the disincorporation or dissolution unless it
receives a response from the disincorporating city, or dissolving taxing district, appropriate urban
renewal agency, appropriate recorder(s) or appropriate assessor(s) that an error exists in the
identification of the tax code area(s). (3-15-02)

d. For RAAs formed prior to July 1, 2011, Wwithin thirty (30) days of the earlier of
one (1) year prior to any dissolution date found in the formation ordinance or the date as of which
an RAA has been in existence for twenty-three (23) years, the State Tax Commission will notify
the urban renewal agency of the date by which the RAA will be considered dissolved. Such notice
shall include a statement indicating that the RAA may remain in existence if necessary to pay off
existing bonded indebtedness, provided that, within thirty (30) days of receipt of this notice, the
urban renewal agency notifies the State Tax Commission of such bonded indebtedness. Failure to
provide notice of the dissolution date by the State Tax Commission to the urban renewal agency
does not negate the statutory requirement for the urban renewal agency to dissolve.

829101 )
e For RAAsformed beginning July 1, 2011, the notification procedures in Paragraph
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225.03.d. of thisrule shall beinitiated within thirty (30) days of the earlier of one (1) year prior to
any dissolution date found in the formation ordinance or the date as of which an RAA hasbeenin
existence for twenty (20) years. ( )

04. Digital Map Information. Digital map information in aformat usable by the State
Tax Commission may be submitted in addition to or as a substitute for any cloth, film, or paper
copy maps. Such information shall be accompanied by metadata that clearly defines map
projection, datum and attributes. (3-15-02)

05. Deadline for Completion. December 31 of the current year shall be the deadline
for completing of any action that creates, alters, or dissolves any taxing district or RAA or creates,
alters or disincorporates any city requiring arevision of the State Tax Commission’stax code area
maps for the following year, unless the law provides otherwise. (3-15-02)

06. Approval of Property Tax Levy or Revenue Allocation. For the purpose of
levying property taxes or receiving revenue allocations no newly formed or altered city, taxing
district, or RAA shall be considered formed or atered by the State Tax Commission if it:

(3-15-02)

a. Fails to provide the correct documentation plainly and clearly designating the
boundaries of a newly formed city, taxing district, or RAA or of an alteration to an existing one;
or (3-15-02)
b. Fails to provide the correct documentation in sufficient time for the State Tax
Commission to comply with Rule 404 of these rules; or (4-5-00)

C. Has boundaries which overlap with like cities, taxing districts or RAAs. (3-15-02)

d. Has had one (1) previous annexation on or after July 1, 2011 and is requesting to
annex additional area. In this case, the annexation request will be denied, and the area of the RAA
established prior to the new annexation will be considered to comprisethe entire RAA.  ( )

07. Notification of Approval or Disapproval. The State Tax Commission shall send
aletter of approval or disapproval to the taxing district or municipality. A copy of said letter shall
be submitted to any affected urban renewal agency and the auditor(s) and assessor(s) of the
involved county(ies). In the case of disapproval said letter will state the reason(s) for disapproval,
the corrective action(s) needed for approval, and the time within which such corrective action(s)
must be taken. The State Tax Commission shall send such letter within thirty (30) days of receipt
of the document to which the disapproval relates, but not later than the fourth Friday of January
except during the first quarter of the calendar year for documents relating to the next tax year.

(4-6-05)

08.  One Uniform System. The State Tax Commission will prepare one (1) uniform
system of tax code area numbers and maps which shall be used by each county for property tax
purposes. (4-5-00)

09. Tax Code Areas. The State Tax Commission shall create a separate, unique
number for each tax code area. If any area annexed to an existing RAA includes a taxing district
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with any fund levying prior to January 1, 2008, and continuing to levy but which is not to be used
to generate funds to be distributed to an urban renewal agency, the boundaries of the area added to
the existing RAA shall constitute a separate tax code area. Only the State Tax Commission shall
initiate or change atax code area number. (5-8-09)

10. Furnished By The Sate Tax Commission. ( )

a Annually, Fthe State Tax Commission will fumlsh—amuaHy—mﬁheu{—eharge—ene
{3)-set-ef post the following documents on the State Tax Commission’s website:

I dUpdated tax code area maps;:
i. a-Hsting-efetties; Updated taxing districts maps;

UL

er—F%OA—beHndaFﬁ Updated urban renewal revenue aIIocatlon area maps; and ( )

iv. Documentation of changes related to the above maps. ( )

b. This information is available to all parties. Upon specific request, the State Tax
Commission will furnish without charge, one (1) hardcopy set of the above documents to each
appropriate assessor, recorder, treasurer, and entity with operating property assessed by the State
Tax Commission. There shall be a charge for all other tax-coede-area hardcopy maps.

@150 )

(BREAK IN CONTINUITY OF SECTIONS)

312. PARTIAL YEAR ASSESSMENT OF REAL AND PERSONAL PROPERTY (RULE
312). —
Sections 63-311 and 63-602Y, |daho Code. (5-3-03)

01 Quarterly Assessment. For each partial year assessment of any non-transient
personal property, the assessment shall comply with the quarterly schedules provided in Sections
63-311 and 63-602Y, Idaho Code.

(5-3-03)

02. Change of Satus. The real or personal property that has a change of status as
described in Section 63-602Y, Idaho Code, does not include federal or state of Idaho property.

The property of the United States, except when taxation thereof is authorized by the Congress of
the United States, the state, counties, cities, school districts, and other taxing districts that is
transferred to a private owner continues to maintain a non-taxable status until January 1 of the
year immediately after transfer. However, property owned by an urban renewal agency that is
transferred to a private owner is subject to property tax according to the proration as described in
Section 63-602Y, Idaho Code. ( )
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023. Cross Reference. The partial year assessment of any non-transient personal
property shall comply with the Idaho Supreme Court decision in Xerox Corporation v. Ada
County Assessor, 101 Idaho 138, 609 P.2d 1129 (1980). When assessing all non-transient personal
property, each assessor should be aware of the following quotation from this decision: “Where the
county undertakesto update itsinitial (personal property) declarations during the course of the tax
year, it cannot increase ataxpayer’s tax burden to reflect the taxpayer’s acquisition of non-exempt
property without decreasing that tax burden to reflect the fact that property reported by the
taxpayer in an earlier declaration was no longer subject to the county’s ad valorem tax.”
(Clarification added.) (5-3-03)

(BREAK IN CONTINUITY OF SECTIONS)

314. COUNTY VALUATION PROGRAM TO BE CARRIED ON BY ASSESSOR
(RULE 314).
Sections 63-314 and 63-316, Idaho Code. (3-30-02)

01 Definitions. (7-1-99)

a. Continuing Program of Vauation. “Continuing program of valuation” means the
program by which each assessor completes the assessment of all taxable properties each year.
(7-1-99)

b. Field Inspection. The “field inspection” shall include an observation of the
physical attributes of all structures which significantly contribute to the property value, the visible
land amenities, and a notation of any other factors which may influence the market value of any
improvements. (7-1-99)

C. Index. “Index” refers to any annual adjustment or trending factor applied to
existing assessed valuesto reflect current market value. Ratio studies or other market analyses can
be used to develop indexes based on property type, location, size, age or other characteristics.

(7-1-99)

d. Prediction of Market Value. As used in Section 63-314, Idaho Code, “prediction of
market value” means an estimate of market value. (7-1-99)

e Category to be Assessed at Current Market Value. The level of assessment of each
category will be considered to be current market value unless there is reasonable statistical
certainty that the category is not equalized pursuant to Section 63-109, Idaho Code, and Rule 131.

(3-30-02)

02. Plan for Continuing Program of Valuation. The plan for continuing program of
valuation shall include: (7-1-99)
a. General Contents. A parcel count by category, the number of parcels to be

appraised each year, maps that show each of the market areas, an analysis of staff requirements, a
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budget analysis that provides adequate funding for labor costs, capital and supply costs, travel and
education costs and the method of program evaluation. (3-30-01)

b. Market Data Bank. A market data bank including collection, verification and
analysis of sales, income and expense data, building cost information, and application of this
information to estimate market value. To mail assessment notices by the first Monday in June as
required by Section 63-308, Idaho Code, assessors should include income and expense data
submitted by property owners by the first Monday in April. Income and expense data for low-
income housing properties receiving tax credits under Section 42 of the Internal Revenue Code
includes actual rents, the monetary benefit of income tax credits, and expenses. (4-2-08)

C. Maps. Maps prepared in accordance with Section 63-209, Idaho Code, which
identify characteristics of each geographic area. (7-1-99)

d. Property Record. A property record for each parcel, complete with the assigned
secondary category and property characteristics necessary for an estimate of the current market
value. Such characteristics may include data elements as described in the International
Association of Assessing Officers (IAAQ) Standard on Mass Appraisal of Real Property and the
IAAO Standard on Digital Cadastral Maps and Parcel Identifiers. Common el ements identified in

these standards include: 199 )

I. Date of most current physical review. C )
ii. Significant improvements, buildings and structures. C )
iii. Photographs of significant improvements. C )
iv. Sketches and/or blue prints of significant improvements. C )
V. Location data, such as market area, neighborhood, site amenities and externa
nui sances. C )
Vi. Year built, effective age and/or condition of significant improvements. C )
Vii. Land size or diagram of all taxable parcels within the county. C )
03. Date Plan I's Submitted. The plan must be submitted to the State Tax Commission
on or before the first Monday of February in 1997, and every fifth year thereafter. (7-1-99)
04. Request for Extension. As provided in Section 63-314, Idaho Code, a county may
request an extension to the current five (5) year county valuation plan. (3-30-01)
a. Amended Plan. Any request for an extension must include an amended plan

incorporating an inventory of the parcels to be appraised during the period of the approved
extension. Thisinventory shall constitute the schedule of required appraisals for the initial year or
years of the subsequent five (5) year valuation program. Parcels appraised during the extension
will be considered appraised during both the current and subsequent five (5) year plan valuation
program periods, maintaining the same five (5) year cycle for all counties. (3-30-01)

LOCAL GOVERNMENT & TAXATION Page 113 2012 PENDING RULE BOOK



STATE TAX COMMISSION Docket No. 35-0103-1104
Property Tax Administrative Rules PENDING RULE

b. Approval of the Extension and Amended Plan. A county shall be notified of the
State Tax Commission's decision regarding the granting of an extension as provided in Section
63-314, Idaho Code, within thirty (30) days of receipt of the written request for the extension
when accompanied by an amended plan. (3-30-01)

C. Approval of the Amended Plan. The State Tax Commission's approval of any
extension shall specify timing and nature of progress reports. (3-30-01)

d. Voiding of the Extension. The State Tax Commission can void an extension
unilaterally. (3-30-01)

05.  Testing for Current Market Value. Assessed values shall be tested annually by
the State Tax Commission as described in Section 63-109, Idaho Code, and Rule 131 of these
rules to determine whether the level of assessment reflects * current market value.” (3-30-01)

06. Cross Reference. For clarification on tax credits when valuing low-income
housing properties receiving tax credits under Section 42 of the Internal Revenue Code, see the
case of Brandon Bay, Ltd. Partnership v. Payette County, 142 Idaho 681, 132 P.3d 438 (2006).

(5-8-09)

(BREAK IN CONTINUITY OF SECTIONS)
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464—403. (RESERVED)

(BREAK IN CONTINUITY OF SECTIONS)

509. CITY, COUNTY, ANB SCHOOL DISTRICT_AND SPECIAL DISTRICT OR
UNIT OF GOVERNMENT ABSTRACTS OF VALUE AND IDENTIFICATION OF
URBAN RENEWAL INCREMENT AND PARTIAL EXEMPTION VALUES (RULE 509).
Sections 63-105A and 63-509, Idaho Code. (3-30-07)

01. Definitions. The following definitions apply for the purposes of testing for
equalization under Section 63-109, Idaho Code, notification under Sections 63-301 and 63-308,
|daho Code, and reporting under Section 63-509, Idaho Code. (3-30-07)

a. Increment Value. Increment value means, as defined in Section 50-2903, Idaho
Code, the total value calculated by summing the differences between the current equalized value
of each taxable property in the revenue allocation area and that property’s current base value on
the base assessment roll, provided such difference is positive. (3-30-07)

b. Primary Category. Primary category means the categories established and
described by Subsections 130.02 through 130.06 of these rules and used by the State Tax
Commission to test for equalization under Section 63-109, |daho Code. (3-30-07)

C. Secondary Category. Secondary category means the categories established and
described by Rules 510, 511, and 512 of these rules and used by county assessors to list property
values on the valuation assessment notice under Sections 63-301 and 63-308, Idaho Code, and
report values to the State Tax Commission under Section 63-509, Idaho Code, and this Rule.
Secondary categories may also be tested for equalization purposes, provided they meet the criteria
in Subsection 131.05 of these rules. £3-36-0A)( )

032. Indicate Increment and Exemption Values. In addition to the value of
exemptions required under Section 63-509, Idaho Code, any increment value and the value of any
exemption provided under Sections, 63-602GG, 63-602HH, 63-602I1, 63-602KK, 63-602NN, 63-
4502, 63-606A, and 63-3029B, Idaho Code, shall be indicated and subtracted from the taxable
value shown for each secondary category of property on each city and county abstract, and the

Boise sSchool dDistrict abstract. Increment value and the value of the exemptions found in this
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subsection shall also be indicated and subtracted from the taxable value for each secondary
category subject to taxation by special districts and units of government which do not levy
property tax against all otherwise taxable property. (5-8-09) )

043. Submittal of Corrections to Erroneous Abstracts or Related Documents.
When completing the procedures set forth in Section 63-810, Idaho Code, boards of county
commissioners should submit the corrections to the taxable values submitted on the abstracts or
related documents under provisions of Section 63-509, Idaho Code, and this rule, no later than
when they submit the corrected levies under Section 63-810, Idaho Code. (4-2-08)

054. Cross Reference. See Rule 115 of these rules for requirements to submit city,
Boise School District, and special district or unit of government abstracts. For the descriptions of
the primary categories used to test for equalization, see Subsections 130.02 through 130.06 of
these rules. For descriptions of secondary categories used to list and report land values, see Rule
510 of these rules, used to list and report the value of improvements, see Rule 511 of these rules,
or used to list and report al property values other than that for land or improvements, see Rule
512 of these rules. For information relating to notification of corrections to erroneous levies, see
Sections 63-809 and 63-810, Idaho Code, and Rule 809 of these rules. 4-2-08)( )

(BREAK IN CONTINUITY OF SECTIONS)

701. HOW TO VERIFY THAT CLAIMANTS ARE LAWFULLY PRESENT IN THE
UNITED STATES (RULE 701).
Sections 63-701 through 710 and Sections 67-7901 through 7903, Idaho Code. (4-2-08)

01. Lawful Presence in the United States. The county assessor shall verify that any
claimant for property tax reduction pursuant to Sections 63-701 through 710, Idaho Code, who is
eighteen (18) years of age or older is Iavvfully preeent |n the Unlted Statee beFereaeprewngJehe
S . daho-Code; by
doing the foI |0WI ng: 4-2-08)( )

a. Providing to the State Tax Commission electronically and by paper copies
documentation verifying that the claimant’s name, social security number, and date of birth used
for social security records of the claimant and the claimant’s spouse, if married, are correct.
Examples of documentation that would verify that the information is correct include, but are not

limited to the following: (4-2-08)
i Federal Form W-2; (4-2-08)
ii. Federal Form 1099; (4-2-08)
iii. Form 1099 received by the claimant from the Social Security Administration or
the Railroad Retirement Board, or the federal Personnel Management System; (4-2-08)
V. Social Security Card, (4-2-08)
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V. Birth Certificate; or (4-2-08)
Vi. Documents listed under paragraph 701.01.b. of thisrule. (4-2-08)
b. If the claimant or the clamant’s spouse, if married, is not currently receiving

benefits from the Social Security Administration, the Railroad Retirement Board, or the federal
Personnel Management System, then requiring the claimant to submit the following, a copy of
which shall be attached to the application for property tax reduction: (4-2-08)

i. An Idaho driver’slicense or an Idaho identification card issued pursuant to Section
49-2444, 1daho Code; or (4-2-08)

ii. A vaid driver’'s license or similar document issued for the purpose of
identification by another state or territory of the United States, if such license or document
contains a photograph of the individual or the claimant’s age, sex, race, height, weight, or other
such personal identifying information relating to the individual sufficient to show that the
individual is the person identified in the other state or territory of the United States driver’s

license or similar identification document; or (4-2-08)
iii. A United States military card or amilitary dependent's identification card; or

(4-2-08)

V. A United States coast guard merchant mariner card; or (4-2-08)

V. A Native American tribal document; or (4-2-08)

Vi. A valid United States passport. (4-2-08)

Attestation of Lawful Presence. In addition to the documentation provided in
Paragraphs 701.01.a. and 701.01.b. of this rule the claimant is also required to attest, under

penalty of perjury and on aform designated by the State Tax Commission, that; (4-2-08)
i. The social security number(s) provided iSare valid; and (4-2-08)
ii. The claimant and the claimant’s spouse, if married, are United States citizens or
legal permanent residents; or (4-2-08)
iii. The claimant and the claimant’s spouse, if married, are otherwise lawfully present
in the United States pursuant to federal law. (4-2-08)
d. Audit. During audit the State Tax Commission shall: (4-2-08)

i Verify the clamant’'s and the claimant’s spouse’'s, if married, social security
number(s) electronically with the Social Security Administration or through other appropriate
governmental agencies or means. (4-2-08)

ii. Presume the attestation to be proof of lawful presence for purposes of this section
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until such verification of lawful presence is made. (4-2-08)
e Successive Applications. Once a claimant and the claimant’s spouse, if married,

have been verified aslawfully present in the United States pursuant to thisrule, a claimant and the
claimant’s spouse, if married, in successive years will be presumed to be lawfully present in the
United States if the claimant and the claimant’s spouse, if married, continue to attest in each
successive application that no change has occurred in their status. (4-2-08)

(BREAK IN CONTINUITY OF SECTIONS)

717. PROCEDURE AFTER CLAIM APPROVAL (RULE 717).
Sections 63-115 and 63-707, Idaho Code. (3-30-07)

01. Formatting Requirements. The property tax reduction roll shall be formatted as
required by Section 63-707, Idaho Code. (3-30-01)

02. Preliminary Property Tax Reduction Roll. The roll, certified by the assessor to
the county auditor and the State Tax Commission by the-fedrth-Menday-+ June 1st of each year,
shall be termed the preliminary property tax reduction roll. The preliminary property tax
reduction roll shall list property tax reduction claimants in alphabetical order unless the State Tax
Commission grants permission for claimants to be listed in an alternate order. Each original clam
form shal be submitted to the State Tax Commission in the same order as shown on the

preliminary property tax reduction roll. 33604/ )

03. Final Property Tax Reduction Roll. The completed property tax reduction roll,
certified by each county clerk to the State Tax Commission by the fourth (4th) Monday in
October, shall be termed the final property tax reduction roll. The final property tax reduction roll
shall list property tax reduction claimants in the same order as shown on the preliminary property
tax reduction roll, except that all fully disapproved claimants shall be deleted and not shown on
the final property tax reduction roll. Erroneous claims which are partially disapproved by the
State Tax Commission shall be shown on the final property tax reduction roll after the county
clerk has made all adjustments or corrections listed on the notice sent to the county auditor
pursuant to Section 63-707(6), |daho Code, termed county change letter. (3-30-01)

county auditor and send a copy to the State Tax Commission by June 1st of each year. In addition,

each county assessor will also send a copy of this certified roll to the State Tax Commission in a
password protected electronic data file formatted as directed or approved by the State Tax
Commission. Each county assessor will contact the State Tax Commission to receive a password.
This password protected electronic roll will contain the following information:  {3-36-07)( )

a. Claimant’s Social Security Number. List the claimant’s social security number.
(3-30-07)
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b. Claimant’s Date of Birth. List the claimant’s date of birth. (3-30-07)
C. Claimant’s Last Name. List the claimant’s last hame. (3-30-07)
d. Claimant’s First Name. List the claimant’s first name. (3-30-07)
e Spouse’s Socia Security Number. List the social security number for the spouse of
the clamant. (3-30-07)
f. Spouse’s Date of Birth. List the date of birth for the spouse of the clai mar(lg .07

g. Spouse’'s Last Name. List the last name for the spouse of the claimant.  (3-30-07)
h. Spouse's First Name. List the first name for the spouse of the claimant. (3-30-07)

i. Claimant’s Telephone Number. List the claimant’s telephone number.  (3-30-07)

J. Claimant’s Address. List the claimant’s address. (3-30-07)

k. Claimant’s City. List the city where the claimant lives. (3-30-07)

l. Claimant’s State. List the postal abbreviation for the state where the claimant lives.
(3-30-07)

m. Claimant’s Zip Code. List the claimant’s zip code. (3-30-07)

n. Claimant’s Parcel Number(s). List the parcel number for the property on which the
claimant is receiving the homeowner’s exemption. When more than one (1) parcel owned by the
clamant iseligible, list all eigible parcel numbers. (3-30-07)
0. Year. List the current year. (3-30-07)

p. Claimant’s County Number. List the number of the county where the claimant

lives. (3-30-07)
. Term of Direct Address. List the appropriate term of direct address; that is, “Mr.,”

Ms.,” or “Mr. & Mrs.” (3-30-07)
r. Income Data. List income data. (3-30-07)

S. Identify New Applicants. [dentify claimants who are applying for this benefit for
thefirst time. (3-30-07)
t. Value. List the best estimate for each secondary category of current market value

and prorated net taxable value. (3-30-07)
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u. Maximum Benefit. The program will automatically show the maximum benefit for

which the claimant is eligible based on income. (3-30-07)
V. Qualifying Criteria. Identify all of the following criteria that the claimant meets.

(3-30-07)

I Sixty-five (65) yearsold or older. (4-2-08)

ii. Blind. (3-30-07)

iii. Disability granted by the Social Security Administration, Railroad Retirement

Board, or federa civil service. (3-30-07)

iv. Orphan, under eighteen (18) years of age. (3-30-07)

V. Prisoner of war or hostage, certified by Veteran's Affairs. (3-30-07)

Vi. Nonservice connected disability or service connected disability at ten percent

(10%) to thirty percent (30%), certified by Veteran's Affairs. (3-30-07)

vii.  Service connected disability at forty percent (40%) or more, certified by Veteran's

Affairs. (3-30-07)

viii.  Widow or widower, include date of spouse’s death. (3-30-07)

IX. Whether the claimant is lawfully present in the United States. (4-2-08)

05. Certification of Completed Electronic Property Tax Reduction Roll by
County Auditor. No later than the fourth Monday in October, each county auditor will certify the
property tax reduction roll to the State Tax Commission. In addition, each county auditor will also
send a copy of this certified roll to the State Tax Commission in a password protected electronic
datafile formatted as directed or approved by the State Tax Commission. Each county auditor will
contact the State Tax Commission to receive a password. In addition to the data files listed in
Paragraphs 717.01.a. through 717.01.v. of this rule, this password protected electronic roll will
contain the following information formatted as directed or approved by the State Tax

Commission. (3-30-07)
a. Current Year's Levy. List the current year’s levy for the tax code area where each
claimant’s property islocated. (3-30-07)
b. Current Year’'s Taxable Value. List the current year’'s taxable value for each
claimant’s qualifying property. (3-30-07)
C. Claimed Property Tax Reduction Amount. List for each claimant the amount of
property tax reduction claimed based on the current year’s levy and the current year’s €eligible
taxable value. (3-30-07)
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(BREAK IN CONTINUITY OF SECTIONS)

802. BUDGET CERTIFICATION RELATING TO NEW CONSTRUCTION AND
ANNEXATION (RULE 802).
Sections 63-802, 63-301A, 63-602W, and 63-602NN, Idaho Code. (5-8-09)

01. Definitions. (4-5-00)

a. “Change of Land Use Classification.” “Change of land use classification” shall
mean any change in land use resulting in a secondary category change and in a change in taxable
land value to be reflected on the current property roll. (4-7-11)

b. “Incremental Value as of December 31, 2006.” “Incremental value as of December
31, 2006” means the total of the increment values on the property roll, subsequent property roll,
missed property roll, and operating property roll for the 2006 tax year. (4-7- 11)

C. “Nonresidential Structure.” “Nonresidential structure” shall mean any structure
listed by the assessor in any secondary category not described as residential, manufactured
homes, or improvements to manufactured homes in Rule 511 of these rules. (4-2-08)

02. New Construction Roll Listing. “Listing” shall mean a summary report of the net
taxable value of property listed on the new construction roll. Thislisting shall include the taxable
value of qualifying new construction throughout each taxing district or unit, but shall not include
otherwise qualifying new construction, the value of which will be included in the increment value
of any revenue allocation area (RAA) within any urban renewal district encompassed by the
taxing district or unit. In addition, new construction related to change of land use classification,
but required by section 50-2903(4) to be added to the base assessment roll, cannot be added to any
new construction roll. Thisreport isto summarize the value reported on the new construction roll
by taxing district or unit. Taxing districts and units shall be listed in the same order that is used for
the certification of value required pursuant to Section 63-510(1), Idaho Code. M )

a. Previously allowable new construction that has never been included. When a
taxing district proves new construction described by Section 63-301A(3), Idaho Code, occurred
during any one of the immediately preceding five (5) years and has never been included on a new
construction roll, the county assessor must list that property on the immediate next new
construction roll at the value proven by the taxing district. Any such additional new construction
must also be separately listed for each taxing district or unit. The taxing district has the burden of
proving the new construction was omitted from ary new construction roll and the value that
would have been listed for that property had it been listed on the appropriate new construction
roll. No taxing district shall ever be granted any increase in budget authority greater than the
amount that would have resulted had the property been listed on the appropriate new construction
roll. Regardless of the year that the new construction should have been listed on the appropriate
new construction roll, additional budget authority resulting from new construction previously
omitted from anew construction roll and listed on the current year’s new construction roll shall be
permitted only if the taxing district is in compliance with the budget hearing notification
requirements of Section 63-802A, Idaho Code, for the current year. M )
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b. Reporting the amount of taxable market value to be deducted. For each taxing
district or unit, the new construction roll listing shall separately identify the total amount of
taxable market value to be deducted as required in Section 63-301A (1)(f), Idaho Code. In addition
to other requirements, the amount of value deducted shall never exceed the amount originally
added to a new construction roll. (4-7-11) )

C. Determining the amount of taxable market value to be deducted. The amount of
taxable market value to be deducted under Section 63-301A(1)(f)(i), Idaho Code, shall be
determined by the highest authority to which the assessment is ultimately appealed. Accordingly,
adjustments should not be made until there has been a final decision on any appeal. In addition
the deduction for lower values resulting from appeals shall be made only for property that was
placed on a new construction roll within the immediately preceding five (5) years. {433} )

03.  Special Provisions for Value Increases and Decreases. Special provisions for
value increases and decreases related to change of land use classification as defined in Paragraph

802.01.a. of thisrule. (4-7-11)
a. Value increases. Certain related land value increases are to be included on the new
construction roll. (4-7-11)

I Increasesin land value shall be reported on the new construction roll in the year in
which the new category appears on the current property roll provided, however, that no amount
previously included shall be reported again. (4-7-12)

ii. Theincrease in taxable land value to be reported shall be computed by subtracting
the taxable land value, had the land remained in its previous use category, from the taxable land
value in the current use category. (4-7-11)

b. Value decreases. Certain related land value decreases are to be included on the new
construction roll and subtracted from total new construction value for any taxing district. (4-7-11)

I Value decreases are to be reported only for land for which taxable market value
was reduced as a result of change of land use classification during any one (1) of the immediately
preceding five (5) years and for which an increase in value due to change of land use
classification during the same five-year period had previeushy been added to any new construction

roll. U+ )

ii. If the current land category is the same as the category prior to the change that
resulted in an addition to the new construction roll, the amount to be subtracted shall equal the
amount originally added. For example, a dry grazing land parcel that would have had a value of
ten thousand dollars ($10,000) became commercia land and was assessed at fifty thousand
dollars ($50,000). The forty thousand dollar ($40,000) difference was reported on the new
construction roll in year one (1). In year two (2), the parcel isreclassified as dry grazing land and
is to be assessed at fifteen thousand dollars ($15,000). The forty thousand dollar ($40,000)
difference that was added to the year one (1) new construction roll must be deducted from the
value shown on the new construction roll in year two (2). (4-7-12)

iii. If the current land category is different than the category prior to the change that
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resulted in an addition to the new construction roll, the amount to be subtracted shall be the lesser
of the amount originally added or the amount that would have been added had the first change in
land use been from the current land category. For example, a dry grazing land parcel that would
have had a value of ten thousand dollars ($10,000) became commercial land and was assessed at
fifty thousand dollars ($50,000). The forty thousand dollar ($40,000) difference was reported on
the new construction roll in year one (1). In year two (2), the parcel is reclassified as irrigated
agricultural land and would have had avaluein year one (1) of twenty thousand dollars ($20,000).
The amount to be subtracted from the value shown on the new construction roll in year two (2) is
thirty thousand dollars ($30,000). (4-7-11)

V. Value decreases resulting from previoudy included land value becoming exempt
are to be reported and subtracted. (4-7-11)

V. Only land value decreases that meet the criterialisted in Subparagraphs 802.03.b.i.
or 802.03.b.iv. of thisrule and include and result from a change in land secondary category can be
considered. (4-7-11)

04. Manufactured Housing. “Ingtallation” of new or used manufactured housing
shall mean capturing the net taxable market value of the improvement(s) that did not previously
exist within the county. (7-1-97)

05. Partial New Construction Values. Except as provided in Subsection 802.06 of
this rule, the net taxable market value attributable directly to new construction shall be reported
on the new construction roll in the tax year it is placed on the current assessment roll. Except as
provided in Subsection 802.06 of thisrule, any increase in anonresidential parcel’staxable value,
due to new construction, shall be computed by subtracting the previous year’s or years partial
taxable value(s) from the current taxable value. If any of this difference is attributabl e to inflation,
such value, except as provided in Subsection 802.06 of this rule, shall not be included on the new
construction roll.

Example: Assume a partially completed, nonresidential improvement was assessed at ten
thousand dollars ($10,000) as of January 1, 2009. The improvement was occupied February 2,
2009. Assume the ten thousand dollar ($10,000) value was on the 2009 new construction roll.
Assume that in 2010 the improvement is assessed at ninety thousand dollars ($90,000). Assume
there has been no inflation. The value that can be reported on the 2010 new construction roll is
calculated as follows:

2010 Value $90,000
2009 Value Already Reported on New Construction Roll <$10,000>
2010 New Construction Roll Value (this improvement) $80,000
(4-7-11)
06. Changein Satus. (4-2-08)
a. A previously exempt improvement which becomes taxable shall not be included

on the new construction roll, unless the loss of the exemption occurs during the year in which the
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improvement was constructed or unless the improvement has lost the exemption provided in
Section 63-602W, Section 63-602E(3), or Section 63-602NN, Idaho Code. For any such property,
the amount that may be included on the new construction roll shall be the value of the portion of
the property subject to the exemption at the time the exemption was first granted. (4-7-11)

b. Upon receipt by the State Tax Commission of aresolution recommending adoption
of an ordinance for termination of an RAA under Section 50-2903(5), Idaho Code, any positive
difference of the most current increment value minus the “incremental value as of December 31,
2006,” shall be added to the appropriate year’s new construction roll. When this information is
received after the fourth Monday in July, this positive net increment value shall be added to the
following year’s new construction roll. (4-7-11)

C. When a portion of an RAA is de-annexed, the following steps must be used to
determine the amount to be added to the current year’s new construction roll and the amount to be

subtracted from the “incremental value as of December 31, 2006.” (4-7-11)
I Step 1. For the parcels in the de-annexed area, determine the December 31, 2006,
increment value. (4-7-11)
ii. Step 2. Subtract the increment value determined in Step 1 from the most current
increment value for the parcels in the de-annexed area. (4-7-11)
iii. Step 3. Add any positive difference calculated in Step 2 to the current year’s new
construction roll value. (4-7-11)
iv. Step 4. Adjust the “incremental value as of December 31, 2006” for the RAA by
subtracting the increment value determined in Step 1. (4-7-11)
V. The following table shows the amount to be added to the current year’'s new

construction roll and the amount to be subtracted from the “incremental value as of December 31,
2006 applicable to the adjusted remaining RAA. The table assumes an area is de-annexed from
an original RAA effective December 31, 2009.

Steps (as designated in

Paragraph 802.06.c.) Area Value
December 31, 2006, increment value of the original RAA $10,000,000
Step 1 December 31, 2006, increment value of the de-annexed area $1,000,000
December 31, 2009, increment value of the de-annexed area $3,000,000

Amount related to the de-annexed area to be added to the

Steps 2 and 3 2010 new construction roll

$2,000,000

Adjustment amount to be deducted from the original RAA's

Step 4 “incremental value as of December 31, 2006”

<$1,000,000>

Adjusted “incremental value as of December 31, 2006” for the
remaining RAA (base for future new construction roll additions $9,000,000
upon dissolution of all or part of remaining RAA)
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(4-7-11)

07. Limitation on Annexation and New Construction Roll Value. For any taxing
district annexing property in a given year, the new construction roll for the following year shall
not include value that has been included in the annexation value. When an annexation includes
any part of arevenue allocation area, only taxable value that is part of the current base value of the
taxing district isto be included in the annexation value reported for that taxing district for the year
following the year of the annexation. (3-29-10)

08. Notification of New Construction Roll and Annexation Values. On or before
the fourth Monday in July, each county auditor must report the net taxable values on the new

construction roll and within annexed areas for each appropriate taxing district or unit to that
taxing district or unit. (3-20-04)

(BREAK IN CONTINUITY OF SECTIONS)

804. TAXLEVY - CERTIFICATION - URBAN RENEWAL DISTRICTS (RULE 804).

Section 50-2908, 63-803, and 63-811, Idaho Code. (5-8-09)
01. Definitions. (4-5-00)
a. “Urban renewal district.” An urban renewal district, as referred to in Section 63-

215, Idaho Code, shall mean an urban renewal area formed pursuant to an urban renewal plan
adopted in accordance with Section 50-2008, Idaho Code. Urban renewal districts are not taxing
districts. (4-5-00)

b. “Revenue allocation area (RAA).” A revenue allocation area (RAA) asreferred to
in Section 50-2908, Idaho Code, shall be the area defined in Section 50-2903, Idaho Code, in
which base and increment values are to be determined. Revenue allocation areas (RAAS) are not
taxing districts. (4-5-00)

C. “Current base value.” The current base value of each parcel in ataxing district or
unit shall be the value of that parcel on the current base assessment roll as defined under Section
50-2903, Idaho Code. Current base value does not include value found on the occupancy roll.

(4-5-00)

d. “Initial base value.” Theinitial base value for each parcel isthe sum of the taxable

value of each category of property in the parcel for the year the RAA is established. (4-5-00)
e “Increment value.” The increment value is the difference between the current
equalized value of each parcel of taxable property in the RAA and that parcel’s current base value,
provided such difference is a positive value. (4-5-00)
02. Establishing and Adjusting Base and I ncrement Values. (4-5-00)
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a. Establishing initial base value. If a parcel’s legal description has changed prior to
computing initial base year value, the value that best reflects the prior year’s taxable value of the
parcel’s current legal description must be determined and will constitute the initial base year value
for such parcel. The initial base value includes the taxable value, as of the effective date of the
ordinance adopting the urban renewal plan, of al otherwise taxable property, as defined in Section
50-2903, Idaho Code. Initial base value does not include value found on the occupancy roll.

(4-5-00)

b. Adjustments to base value - general value changes. Adjustments to base values
will be calculated on a parcel by parcel basis, each parcel being a unit and the total value of the
unit being used in the calculation of any adjustment. Base values are to be adjusted downward
when the current taxable value of any parcel in the RAA islessthan the most recent base value for
such parcel. In the case of parcels containing some categories of property which increase in value
and some which decrease, the base value for the parcel will only decrease provided the sum of the
changes in category values results in a decrease in total parcel value. Any adjustments shall be
made by category and may result in increases or decreases to base values for given categories of
property for any parcel. Adjustments to base values for any real, personal, or operating property
shall establish new base values from which future adjustments may be made. In the following
examples the parcel’s initial base value is one hundred thousand dollars ($100,000), including
Category 21 value of twenty thousand dollars ($20,000) and Category 42 va ue of eighty thousand
dollars ($80,000). (4-5-00)

i. Case 1. Offsetting decreases and increases in value. One (1) year later the parcel
has a one thousand dollar ($1,000) decrease in value in Category 21 and a one thousand dollar
($1,000) increase in Category 42 value. Thereis no change in the base value for the parcel.

(4-5-00)

ii. Case 2: Partially offsetting decreases and increases in value. One (1) year later the
parcel has a three thousand dollars ($3,000) decrease in value in Category 21 and a one thousand
dollars ($1,000) increase in Category 42 value. The base value decreases two thousand dollars
($2,000) to ninety-eight thousand dollars ($98,000). (4-5-00)

iii. Case 3. Future increase in value following decreases. One (1) year after the parcel
in Case 2 has a base value reduced to ninety-eight thousand dollars ($98,000), the value of the
parcel increases by five thousand dollars ($5,000) which is the net of category changes. The base
value remains at ninety-eight thousand dollars ($98,000). (4-5-00)

C. Adjustments to base value - splits and combinations. Before other adjustments can
be made, the most recent base value must be adjusted to reflect changes in each parcel’s legal
description. This adjustment shall be calculated as described in the following subsections.

(4-5-00)

I When a parcel has been split, the most recent base year value is transferred to the
new parcels, making sure that the new total equals the most recent base year value. (4-5-00)

ii. When a parcel has been combined with another parcel, the most recent base year
values are added together. (4-5-00)
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iii. When a parcel has been split and combined with another parcel in the same year,
the value of the split shall be calculated as set forth in Subsection 804.02.c.i. and then the value of

the combination will be calculated as set forth in Subsection 804.02.c.ii. (4-5-00)
d. Adjustments to base values when exempt parcels become taxable. Base values
shall be adjusted as described in the following subsections. (4-5-00)

I Fully exempt parcels at time of RAA establishment. When a parcel that was
exempt at the time the RAA was established becomes taxable, the base value is to be adjusted
upwards to reflect the estimated value of the formerly exempt parcel at the time the RAA was
established. (4-5-00)

ii. Partially exempt parcels |osing the speculative value exemption. When a partially
exempt parcel with a speculative value exemption that applies to farmland within the RAA
becomes fully taxable, the base vaI ue of the RAA shall be adJ usted upwards by the difference
between the taxable value that-w

of the parcel for the year |n WhICh the exemptlon is Iost and the

taxable value of the parcel included in the base value of the RAA. For example, assume a parcel
of farmland within an RAA had a taxable value of five hundred dollars ($500) in the year the
RAA base val ue was establlshed Assume also that t—f- this parcel had net—leeen—aetwelyeleveteel—te

exemptlon of two thou%nd doIIars ($2 OOO) at that t|me Two (2) vears later the parcel is

reclassified as industrial land, loses the speculative value exemption, and has a current taxable
value of fifty thousand dollars ($50,000). The base value within the RAA would be adjusted
upwards by enre forty-nine thousand five hundred dollars ($149,06500), the difference between
fifteen—hundred fifty thousand dollars ($250,000) and five hundred ($500). The preceding
example applies only in cases of loss of the speculative value exemption that applies to land
actively devoted to agriculture and does not apply to timberland. Site improvements, such as
roads and utilities, that become taxable after the |oss of the speculative value exemption are not to
be added to the base value. For example, if, in addition to the fifty thousand dollars ($50,000)
current taxable value of the undeveloped land, site improvements valued at twenty-five thousand
dollars ($25,000) are added, the amount reflected in the base value remains fifty thousand dollars
($50,000), and the additional twenty-five thousand dollars ($25,000) is added to the increment
vaue. |n addition, this example applies only to land that |oses the specul ative value exemption as
aresult of changes occurring in 2010 or later and first affecting taxable values in 2011 or |ater.
Parcels that lost speculative value exemptions prior to 2010 had base value adjustments as
described in Subsection 804.02.d.iii. of thisrule. 4-5-00)( )

iii. Partially exempt parcels other than those losing the speculative value exemption.
When a partially exempt parcel, other than one subject to the speculative value exemption that
applies to farmland, within the RAA becomes fully taxable, the base value of the RAA shall be
adjusted upwards by the difference between the value that would have been assessed had the
parcel been fully taxable in the year the RAA was established and the taxable value of the parcel
included in the base value of the RAA. For example, assume a residential parcel within an RAA
had a market value of one hundred thousand dollars ($100,000), a homeowner’s exemption of
fifty thousand dollars ($50,000), and a taxable value of fifty thousand dollars ($50,000) in the
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year the RAA base value was established. After five (5) years, this parcel is no longer used for
owner-occupied residential purposes and loses its partial exemption. At that time the parcel has a
taxable value of one hundred eighty thousand dollars ($180,000). The base value within the RAA
would be adjusted upwards by fifty thousand dollars ($50,000) to one hundred thousand
($100,000) to reflect the loss of the homeowner’s exemption, but not any other value increases.

)

iv. Partially exempt properties for which the amount of the partial exemption changes.
For partially exempt properties that do not lose an exemption, but for which the amount of the
exemption changes, there shall be no adjustment to the base value, unless the current taxable
value is less than the most recent base value for the property. For example, assume a home has a
market value of two hundred thousand dollars ($200,000) and a homeowner's exemption of one
hundred thousand dollars ($100,000), leaving a taxable value of one hundred thousand dollars
($100,000), al of which is base value. The following year the homeowner's exemption limit
changes to ninety thousand dollars ($90,000), so the property's taxable value increases to one
hundred ten thousand dollars ($110,000). The base value remains at one hundred thousand dollars
($100,000). Alternatively, assume the property in the preceding example increases in market
value to two hundred twenty thousand dollars ($220,000) and the homeowner's exemption drops
to ninety thousand dollars ($90,000) because of the change in the maximum amount of this
exemption. The base value remains at one hundred thousand dollars ($100,000). Finally, assume
the property decreases in value to one hundred eighty-eight thousand dollars ($188,000) at the
same time the homeowner's exemption limit changes to ninety thousand dollars ($90,000). The
property now has a taxable value of ninety-eight thousand dollars ($98,000), requiring an
adjustment in the base value to match this amount, sinceiit is lower than the original base value of
one hundred thousand dollars ($100,000). ( )

Hv.  Change of exempt status. When a parcel that is taxable and included in the base
value at the time the RAA is established subsequently becomes exempt, the base value is reduced
by the original value of the parcel included in the base value. If this parcel subsequently becomes
taxable, the base value is to be adjusted upward by the same amount that was originally
subtracted. For example, assume a land parcel had a base value of twenty thousand dollars
($20,000). Three (3) years later, an improvement valued at one hundred thousand dollars
($100,000) was added. The land at this later date had a value of thirty thousand dollars ($30,000).
Both land and improvements were purchased by an exempt entity. The base would be reduced by
twenty thousand dollars ($20,000). Five (5) years later, the land and improvement becomes
taxable. The base value is to be adjusted upwards by twenty thousand dollars ($20,000). (4-5-00)

e Adjustments to base values when property is removed. Base values are to be
adjusted downward for real, personal, and operating property removed from the RAA. Property
shall be considered removed only under the conditions described in the following subsections.

(4-5-00)

I For real property, all of the improvement is physically removed from the RAA,
provided that there is no replacement of said improvement during the year the original
improvement was removed. If said improvement is replaced during the year of removal, the
reduction in base value will be calculated by subtracting the value of the new improvement from
the current base value of the original improvement, provided that such reduction is not less than
zero (0). (4-5-00)
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ii. For personal property, all of the personal property associated with one (1) parcel is
physically removed from the RAA. (4-5-00)

iii. For operating property, any of the property under a given ownership is removed
from the RAA. (4-5-00)

f. Adjustments to increment values. Decreases in total parcel value below the initial
base value decrease the base value for the parcel. This leads to greater increment value if the
parcel increases in value in future years. For example, if a parcel with ainitial base value of one
hundred thousand dollars ($100,000) decreases in value to ninety-five thousand dollars ($95,000),
but later increases to ninety-eight thousand dollars ($98,000), an increment value of three
thousand dollars ($3,000) is generated. If the same parcel increases in value to one hundred two
thousand dollars ($102,000) after the decrease to ninety-five thousand dollars ($95,000), the
increment value would be seven thousand dollars ($7,000). (4-5-00)

0. Apportioning operating property values. For operating property, the origina base
value shall be apportioned to the RAA on the same basis as is used to apportion operating
property to taxing districts and units. The operating property base value shall be adjusted as
required under Section 50-2903, Idaho Code. (4-5-00)

03. Levy Computation for Taxing Districts Encompassing RAAs Within Urban
Renewal Districts. Beginning in 2008, levies shall be computed in one (1) of two (2) ways as
follows: (5-8-09)

a. For taxing district or taxing unit funds other than those meeting the criteria listed
in Subsection 804.05 of this rule, the property tax levy shall be computed by dividing the dollar
amount certified for the property tax portion of the budget of the fund by the market value for
assessment purposes of all taxable property within the taxing district or unit, including the value
of each parcel on the current base assessment roll (base value), but excluding the increment value.
For example, if the taxable value of property within ataxing district or unit is one hundred million
dollars ($100,000,000) but fifteen million dollars ($15,000,000) of that value is increment value,
the levy of the taxing district must be computed by dividing the property tax portion of the
district’s or unit’s budget by eighty-five million dollars ($85,000,000). (5-8-09)

b. For taxing district or taxing unit funds meeting the criteria listed in Subsection
804.05 of thisrule, the property tax levy shall be computed by dividing the dollar amount certified
for the property tax portion of the budget of the fund by the market value for assessment purposes
of all taxable property within the taxing district or unit, including the increment value. Given the
valuesin the example in Paragraph 804.03.a. of thisrule, the levy would be computed by dividing
the property tax portion of the fund by one hundred million dollars ($100,000,000). (5-8-09)

04. Modification of an Urban Renewal Plan. When an authorized municipality
passes an ordinance modifying an urban renewal plan containing a revenue allocation financing
provision, the current value of property in the RAA shall be determined asif the modification had
not occurred. All modifications to urban renewal areas and RAAs must comply with the
provisions of Rule 225 of these rules. (4-5-00)
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a. Modification by consolidation of RAAs. If such modification involves
combination or consolidation of two (2) or more RAAS, the base value shall be determined by
adding together independently determined current base values for each of the areas to be
combined or consolidated. The current taxable value of property in an area not previously
included in any RAA shall be added to determine the total current base value for the consolidated
RAA. (4-5-00)

b. Modification by annexation. (5-8-09)

i If an RAA is modified by annexation, the current taxable value of property in the
area annexed shall be added to the most current base value determined for the RAA prior to the
annexation. (5-8-09)

ii. For levies described in Paragraphs 804.05.b., c., or d. of this rule approved prior to
December 31, 2007, and included within the boundaries of a revenue allocation area by a change
in the boundaries of either the revenue allocation area or the area subject to the levy by the taxing
district or unit fund after December 31, 2007, the property tax levy shall be computed by dividing
the dollar amount certified for the property tax portion of the budget of the fund by the market
value for assessment purposes of all taxable property within the taxing district or unit, including
the increment value. The example below shows the value to be used for setting levies for various
funds within an urban renewal district “A” that annexes area“B” within aschool district. Area (B)
was annexed after December 31, 2007. Therefore, the Area (B) increment was added back to the
base for all funds shown except the tort fund. The Area (A) increment value was added back to the
base for the bond and override funds which were certified or passed after December 31, 2007.

School District (base only) $500 Million
2009 Value Table RAA (A) increment $40 Million
RAA annex (B) increment $10 Million
School District Area
$500 M base 2009 School Levies
2008 RAA
Annexation (B) Value for Setting Levies
$10 M Increment Fund $ Millions
Tort 500
Pre 2008 RAA (A) 2001 Plant 510
Boundaries
$40 M Increment 2008 Bond (Passed and £50
first levied in 2008)
2009 Override 550

(5-8-09)
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05. Criteria for Determining Whether Levies for Funds Are to Be Computed
Using Base Value or Market Value for Assessment Purposes. Beginning in 2008, levies to be
certified for taxing district or unit funds meeting the following criteria or used for any of the
following purposes will be computed as described in Paragraph 804.03.b. of thisrule.  (5-8-09)

a. Refunds or credits pursuant to Section 63-1305, Idaho Code, and any school
district judgment pursuant to Section 33-802(1), Idaho Code, provided the refunds, credits, or
judgments were pursuant to actions taken no earlier than January 1, 2008; (5-8-09)

b. Voter approved overrides of the limits provided in Section 63-802, 1daho Code,
provided such overrides are for a period not to exceed two (2) years and were passed after
December 31, 2007, or earlier as provided in the criteriafound in Paragraph 804.05.e.; (5-8-09)

C. Voter approved bonds and plant facilities reserve funds passed after December 31,

2007, or earlier as provided in the criteriafound in Paragraph 804.05.e.; (5-8-09)
d. Voter approved school or charter school district temporary supplemental
maintenance and operation levies passed after December 31, 2007; or (3-29-10)

e Levies described in Paragraphs 804.05.b., c., or d. approved prior to December 31,
2007, and included within the boundaries of a revenue alocation area by a change in the
boundaries of either the revenue alocation area or the area subject to the levy by the taxing

district or unit fund after December 31, 2007 (3-29-10)
f. Levies authorized by Section 33-317A, Idaho Code, known as the cooperative
service agency school plant facility levy. (3-29-10)

06. Cross Reference. The county auditor shall certify the full market value by taxing
district as specified in Rule 995 of these rules. (4-2-08)

(BREAK IN CONTINUITY OF SECTIONS)

808. (RESERVED} ADDITIONAL DOCUMENTATION BY TAXING DISTRICTSNOT
LEVYING AGAINST ALL TAXABLE PROPERTY (RULE 808).
Sections 25-2401, 31-1425, 42-3115, 42-3708, 42-4116, 50-3113, 63-510 and 63-803, ldaho

Code. ( )

01. Tax Levy Rate Calculations and Documentation of Categories to be Taxed.
For any taxing district which does not levy property taxes against all taxable property within the

district, the tax levy is to be calculated by dividing the taxing district’s property tax budget by the
taxable value of property against which the levy is to be applied. If the taxing district elects the
property categories to be taxed, documentation of such election must be either: ( )

a If initiated by the taxing district and not currently available to each county clerk,
submitted by the taxing district to each county clerk, who shall then submit the documentation to
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the State Tax Commission by the first Monday in August in the first year in which the election
takes place or in 2012, and in any vear in which the categories el ected to be taxed change; or

)

b. If elected by an action of the Board of County Commissioners, submitted by the
county clerk to the State Tax Commission by the first Monday in August in the first year in which
the election takes place or in 2012, and in any year in which the categories elected to be taxed

change. )

02. Fire Digtricts. Fire districts may levy against property of public utilities provided
there is an agreement between the fire district and the public utility to do so. In addition, fire

districts may exempt all or a portion of unimproved real property and taxable personal property.

)

a Public Utility Agreements. Written agreements with public utilities permitting
property taxes to be levied for fire protection of all or a portion of the property of the public
utility, pursuant to Section 31-1425(1), Idaho Code, must be submitted as documentation required
in Subsection 808.01 of this rule. Such agreements need only be submitted once, provided thereis
no _change and such agreements are on file with the county clerk and State Tax Commission in

2012. )

b. Exemption of all or a portion of unimproved real property and taxable personal
property.  Exemption of all or a portion of unimproved real property and taxable persond
property must be documented in the fire district’s formation ballot or other documents creating
the fire district or by an ordinance enacted pursuant to Section 31-1425(2), 1daho Code, by the
Board of County Commissioners, of each county in which the fire district is located. If the county
does not have the necessary documentation, it must be submitted by the fire district by the third
Monday in July, 2012 or, for fire districts created during or after 2012, by the third Monday in
July of thefirst year in which thefire district intends to levy property taxes. If such documentation
is not available, the fire district shall be presumed to be levying against all otherwise taxable rea
and personal property. ( )

03. Flood Control. Levee Watershed Improvement, Community Infrastructure

Districts. and Herd Districts. Property tax may only be levied against real property. No special
documentation is required. ( )

04. Ambulance Districts. Exemption of all or a portion of unimproved real property
and taxable personal property must be documented by an ordinance enacted pursuant to Section

31-3908A, Idaho Code, by the county commissioners of the county in which the ambulance
district is located. If such documentation is not available, the ambulance district shall be
presumed to be levying against all otherwise taxable real and personal property. ( )

05. Abstracts Showing Value of Property Against Which Levy isto be Applied.
For taxing districts not levying property tax against all otherwise taxable property, abstracts must

be submitted as required in Rule 115 of these rules. ( )
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(BREAK IN CONTINUITY OF SECTIONS)

988. QUALIFIED PROPERTY FOR EXEMPTION (RULE 988).
Sections 63-302, 63-313, 63-404, and 63-3029B, |daho Code. (4-6-05)

01. Definitions. The following definitions apply for the purposes of the property tax
exemption under Section 63-3029B, Idaho Code, and do not decide investment tax credit
eigibility for Idaho income tax purposes. (3-20-04)

a. Year in which the investment is placed in service. “ Year in which the investment is
placed in service” means the calendar year the property was put to use or placed in a condition or
state of readiness and availability for a specifically assigned function in the production of income.

(4-6-05)

b. Operator’s Statement. The “operator’s statement” isthe annual statement listing all
property subject to assessment by the State Tax Commission and prepared under Section 63-404,
Idaho Code. (3-20-04)

C. Personal Property Declaration. A “personal property declaration” is any form
required for reporting persona property or transient personal property to the county assessor
under Sections 63-302 or 63-313, Idaho Code, respectively. (3-20-04)

d. Qualified Investment. “Qualified investment” means property that would have
otherwise been taxable for property tax purposes and is eligible or qualified under Section 63-
3029B, Idaho Code, provided that property is reported on the personal property declaration or
operator’s statement and is designated as exempt from property tax for two (2) years on Form
49E. (3-20-04)

e Qualified Investment Exemption. The “qualified investment exemption” (QIE)
referred to in thisruleis the property tax exemption under Section 63-3029B, 1daho Code.

(3-20-04)
f. Assessor. The “assessor” is the representative of the county assessor’s office or the
State Tax Commission who is responsible for the administration of the QIE. ( )

02. Designation of Property for Which Exemption Is Elected. The owner shall
designate the property on which the QIE is elected. The owner shall make this designation on
Form 49E and attach it to atimely filed personal property declaration or, for operating property,
the timely filed operator’s statement. Owners who designate property on which the QIE is elected
may not file the annual affidavit provided for in Section 63-602KK (6), Idaho Code, but must file
the personal property declaration. This prohibition shall be limited to the time period during
which the taxpayer may be subject to recapture under Section 63-3029B, Idaho Code. The
description of the property on Form 49E must be adequate to identify the property to be granted
the exemption. In addition to all other steps required to complete the personal property declaration
or operator’s statement, the owner must provide on the personal property declaration or operator’s
statement the date the item elected for the QIE was placed in service. (3-29-10)
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03. Election for Investments Not Otherwise Required to Be Listed on the
Per sonal Property Declaration. For investments, like single purpose agricultural or horticultural
structures, that are not otherwise required to be listed on the persona property declaration, the
owner must list that property to elect the QIE. As with any property designated for the QIE, the
owner must attach Form 49E to the personal property declaration. (3-20-04)

04. Continuation of Listing. For all property designated for QIE, even though that
property is exempt for two (2) years, the owner must list that property on the personal property
declaration or operator’s statement in the initial year for which the QIE is clamed and the
following four (4) consecutive years, unless that property has been sold, otherwise disposed of, or
ceases to qualify pursuant to Section 63-3029B, |daho Code. (3-20-04)

05. Period of QIE. The QIE shall be granted for the two (2) cadendar years
immediately after the end of the calendar year in which the property acquired as a qualified
investment was first placed in service in Idaho. (3-20-04)

06. Election Specificity. The QIE election provided by Section 63-3029B, Idaho
Code, shall be specific to each qualified item listed on the personal property declaration or
operator’s statement. An item that isa qualified investment, but for which thereis no QIE election
during the year after the “year in which the investment is placed in service” in ldaho, is not
eligible for the QIE. (4-6-05)

07. Notification by Assessor. (4-6-05)

a. Upon Receipt of Form 49E or a Listing. Upon receiving Form 49E or any listing
provided to comply with Subsection 988.08 or 988.12 of this rule, the eeunty assessor shall
review the application and determine if the taxpayer qualifies for the property tax exemption
under Section 63-3029B, Idaho Code. If the assessor determines that the property tax exemption
should be granted, the assessor shall notify the taxpayer and, if applicable, send a copy of this
form or listing to the State Tax Commission. {4-6-05)( )

b. Upon Discovery of Changes. Upon discovering that property granted the QIE was
sold, otherwise disposed of, or ceased to qualify under Section 63-3029B, Idaho Code, within the
five (5) year period beginning with the date the property was placed in service, the esunty
assessor shall notify the State Tax Commission and the taxpayer immediately. The eeunty assessor
shall aso provide this notification upon discovery that the owner first claiming the QIE failed to
list the item on any personal property declaration or failed to file a personal property declaration
in any year during thisfive (5) year period. This notice shall include:

i Owner. Name of the owner receiving the QIE. (4-6-05)
ii. Property description. A description of the property that received the QIE. (4-6-05)

iii. New or used. State whether the individual item was purchased new or used.
(4-6-05)

iv. Date placed in service. The date the owner reported the item was first placed in
service in ldaho. (4-6-05)

LOCAL GOVERNMENT & TAXATION Page 134 2012 PENDING RULE BOOK



STATE TAX COMMISSION Docket No. 35-0103-1104

Property Tax Administrative Rules PENDING RULE
V. First year value of QIE. For each item, the amount of exempt value in thefirst year
the QIE was elected and an identification of the year. (4-6-05)
Vi. Second year value of QIE. For each item, the amount of exempt value in the
second year after the QIE was elected. (4-6-05)
vii.  Tax code area number. For each item, the number of the tax code area within
which that item was located. (4-6-05)
C. Denia of the QIE. Upon review of the taxpayer’s application, if the assessor

determines that the property tax_exemption should not be granted for all or part of the market
value of any item or items, then the assessor shall deny the exemption for those items. The
assessor shall notify the taxpayer e ecting the QIE and shall identify the basis for the denial. The
assessor’s notification cancels the election with respect to those items. Upon receiving this
notification, the taxpayer is then free to pursue the income tax credit under Section 63-3029B,
|daho Code, for those items denied the QIE by the assessor. ( )

08. Moved Personal Property. In order to provide unmistakable identification of the
property, certain taxpayers must send written notification by the date provided in Section 63-302,
63-313, or 63-404, Idaho Code, when moving property that previously received the QIE. This

notification: (3-20-04)
a. Is required of taxpayers moving locally assessed property between counties in

Idaho during the five (5) year period beginning the date that property was placed in service;
(4-6-05)

I The taxpayers send this notification to the assessor in the county that granted the
QIE and the assessor in any Idaho county to which the property has been moved. (4-6-05)

ii. The taxpayers must include a listing which describes the property exactly asit was
described on the original Form 49E or cross references the property originally listed on Form 49E.

(4-6-05)
b. Is not required of taxpayers when the property is State Tax Commission assessed
nonregul ated operating property. (4-6-05)

09. Notification Regarding Transient Personal Property. For transent personal
property elected for the QIE, the definition of home county in Section 63-313, Idaho Code, and
Rule 313 of these rules, applies. When a home county receives information of an election for QIE
and a notice that the exempt property was used in another county in Idaho, the home county must
forward information identifying that property to the other county(ies) in accordance with
procedures in Section 63-313, Idaho Code. Also, the home county assessor shall send a copy of
this notice to the State Tax Commission. (3-20-04)

10. Partial-Year Assessments. Property assessed based on a value prorated for a
portion of the year in which the property isfirst placed in service may still be eligible for the QIE
in the subsequent two (2) calendar years, provided the QIE is elected. (3-20-04)
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11. Limitation on Amount of Exemption. (3-20-04)
a. New Property. The QIE shall be for the full market value for assessment purposes
for new property that is a qualifying investment. (3-20-04)

b. Used Property. The QIE for used property placed in service during a taxable year
for income tax purposes shall be limited. For each taxpayer, the QIE shall be the lesser of the QIE
cost or the current year’s market value in accordance with the following procedure: (4-6-05)

i QIE cost shall be determined for each item of used property upon which the QIE is
claimed. QIE cost isthe lesser of an item’s cost or one hundred fifty thousand dollars ($150,000);
provided, however, that the QIE cost for all elected used property shall not exceed one hundred
fifty thousand dollars ($150,000) in a taxable year (See Example B in Subparagraph 988.11.c.ii.,
of thisrule). In the event the cost of one (1) or more items of used property exceeds one hundred
fifty thousand dollars ($150,000), QIE cost shall reflect the reduction necessary to stay within the
one hundred fifty thousand dollar ($150,000) limit (See IDAPA 35.01.01, “Income Tax
Administrative Rules,” Rule 719 for information on the selection of items of used property).

(4-6-05)

ii. For each item purchased used, the QI E shall be limited to the lesser of the QIE cost
or the current year’s market value (See Example B in Subparagraph 988.11.c.ii., of thisrule).

(4-6-05)
C. Examples. In the following examples, al of the property is owned by the same
taxpayer and isa qualified investment. (4-6-05)

I Example A. In Example A, 2004 is the first year during which the qualified
investment receives the QIE. The taxpayer may decide which of the used items placed in service
in 2003 is considered first for the exemption. In this example, computer 1 has been given the
exemption first. Since the limitation is based on cost, the remaining used property exemption
cannot exceed one hundred thirty thousand dollars ($130,000) and the QIE cost is determined
accordingly. The conveyor belt isanew investment, first eligible for the QIE in 2005. In 2006, the
assembly line, computer 1, and computer 2 would be fully taxable at the market value as of
January 1, 2006.

Example A
DZ;‘;E’iert%n Year New 2004 2004 2004 2005 2005 2005
(sanr:e Placedin Cost or QIE Cost Market Exempt Taxable Market | Exempt | Taxable
Service Used Value Value Value Value Value Value
taxpayer)
Computer 1 2003 $20,000 | Used | $20,000 | $12,000 $12,000 $0 $8,000 $8,000 $0
Assembly line 2003 $160,000 | Used | $130,000 | $140,000 | $130,000 | $10,000 | $110,000 | $110,000 $0
Computer 2 2003 $50,000 | New N/A $40,000 $40,000 $0 $30,000 | $30,000 $0
Conveyor belt 2004 $200,000 | Used | $150,000 N/A N/A N/A $200,000 | $150,000 | $50,000
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(4-6-05)

ii. Example B. In Example B, the property was purchased at auction for a cost much
less than its market value.

Example B

Year
Propert Placed New or 2006 2006 2006 2007 2007 2007
perty - Cost QIE Cost | Market | Exempt |Taxable| Market | Exempt | Taxable

Description in Used

. Value Value Value | Value Value Value

Service
Cé’(;‘jt;‘:ncgr?t” 2005 | $20,000 | Used | $20,000 | $80,000 | $20,000 | $60,000 | $70,000 | $20,000 | $50,000

(4-6-05)

d. Used Property Placed in Service by Fiscal Year Taxpayer. If ataxpayer had afiscal
year beginning July 1, 2004, and placed one hundred fifty thousand dollars ($150,000) of
qualifying used property in service on May 15, 2004, and an additional one hundred fifty
thousand dollars ($150,000) of qualifying used property in service on August 1, 2004, the
taxpayer would qualify for an exemption of up to three hundred thousand dollars ($300,000) on
this used property in 2005 and 2006. The exempt value in the second year of the exemption could
not exceed the lesser of three hundred thousand dollars ($300,000) or the (depreciated) market
value of this used property. (4-6-05)

12. Multi-County Taxpayers. (3-20-04)

a. Except taxpayers electing QIE for property that is State Tax Commission assessed
operating property, any taxpayers electing the QIE for properties purchased new must indicate on
Form 49E the county where each property is located or must complete a separate Form 49E and
attach it to the personal property declaration submitted to each county. (3-20-04)

b. Except taxpayers electing QIE for property that is State Tax Commission assessed
operating property, any taxpayers electing the QIE for properties purchased used must attach any
Form 49E listing property purchased used to the personal property declaration sent to each
county. A Form 49E listing only property purchased used may be provided to comply with this
requirement. (3-20-04)

C. Any taxpayers electing QIE for property that is State Tax Commission assessed
nonregulated operating property and purchased new or used must indicate on Form 49E each

county where each property is located and attach it to the operator’s statement. (4-6-05)
d. If multiple Form 49Es are submitted to one (1) or more assessors, a copy of each
Form 49E must be attached to the correct year’s income tax return. (3-20-04)
13.  Special Provisonsfor Nonregulated Operating Property. (4-6-05)

a. For nonregulated operating property, the market value of the QIE is calculated by
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multiplying the depreciated original cost of the property times the ratio of the correlated value
determined under Subsection 405.08 of these rules to the cost approach value determined under

Subsection 405.02 of these rules. (4-6-05)
b. The following specia provisons apply for the reduction in market value of
nonregulated operating property resulting from QIE being el ected. (4-6-05)

i. Reduction in Idaho value. For nonregulated operating property except situs
property, the reduction in market value will be made by subtracting the market value of the QIE
from the allocated 1daho value before apportionment to any taxing district or unit. (4-6-05)

ii. Reduction in market value of situs property owned by nonregulated operating
property companies. For situs property owned by nonregulated operating property companies, the
reduction in market value will be made by subtracting the market value of the specific investment
in the specific location. (4-6-05)

164. Cross Reference. For more information relating to procedures and requirements
for QIE, refer to Section 63-3029B, Idaho Code, and IDAPA 35.01.01, “Income Tax
Administrative Rules,” Rule 719. For information relating to recapture of QIE, refer to Rule 989
of theserules. (4-6-05)
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EFFECTIVE DATE: This rule has been adopted by the agency and is now pending review by
the 2012 Idaho State Legidature for final approval. The pending rule becomes final and effective
at the conclusion of the legidative session unless the rule is approved, rejected, amended or
modified by concurrent resolution in accordance with Section 67-5224 and 67-5291, 1daho 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, |daho Code, notice is hereby given that this
agency has adopted a pending rule. The action is authorized pursuant to Sections 63-105 and 63-
2701, 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 rule 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 October 5, 2011, Idaho Administrative Bulletin, Vol. 11-10, pages 703 and
704.

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

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

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

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

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

FEE SUMMARY: The following is a specific description of the fee or charge imposed or
increased: 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. 35-0107-1101
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030. KILOWATT HOUR TAX RETURNS (RULE 030).

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

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

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

9H( )
04. Previous Year’s Annual Tax Liability. If the previous year’s annual tax liability
isnot available, the estimated current year’s liability may be used. (7-1-97)
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EFFECTIVE DATE: Thisrule has been adopted by the agency and is now pending review by
the 2012 Idaho State Legidature for final approval. The pending rule becomes final and effective
at the conclusion of the legidative session unless the rule is approved, rejected, amended or
modified by concurrent resolution in accordance with Section 67-5224 and 67-5291, 1daho 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, |daho Code, notice is hereby given that this
agency has adopted a pending rule. The action is authorized pursuant to Sections 63-105, |daho
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 rule 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 October 5, 2011, Idaho Administrative Bulletin, Vol. 11-10, pages 705 and
706.

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 this 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 BI., PlazalV

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

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

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

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

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

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

FEE SUMMARY: The following is a specific description of the fee or charge imposed or
increased: 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. 35-0108-1101
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STATE TAX COMMISSION Docket No. 35-0108-1101
Mine License Tax Administrative Rules PENDING RULE

010. DEFINITIONS (RULE 010).

01.  These Rules. The term these rules refers to IDAPA 35.01.08, relating to 1daho
mine license tax. 9 )

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

definition. ( )
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IDAPA 35 - STATE TAX COMMISSION
35.02.01 - TAX COMMISSION ADMINISTRATION AND ENFORCEMENT RULES
DOCKET NO. 35-0201-1101
NOTICE OF RULEMAKING - 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 fina approval. The pending rules become final and
effective at the concluson 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 the text of the pending rules with an explanation of the reasons for the change.

The pending rules are being adopted as proposed. The complete text of the proposed
ruleswas published in the October 5, 2011, Idaho Administrative Bulletin, Volume 11-10, pages
707 through 709.

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
(208) 334-7670

THE FOLLOWING NOTICE WASPUBLISHED WITH THE PROPOSED RULE
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STATE TAX COMMISSION Docket No. 35-0201-1101
Tax Commission Administration & Enforcement Rules PENDING RULE

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

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

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

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

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

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

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.
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STATE TAX COMMISSION
Tax Commission Administration & Enforcement Rules

Docket No. 35-0201-1101
PENDING RULE

DATED this 31st day of August, 2011.

THE FOLLOWING ISTHE TEXT OF DOCKET NO. 35-0201-1101

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

01 In General. The annual rate of interest applicable to delinquent taxes accruing or

unpaid during all or any part of a calendar year is determined in accordance with Section 63-3045,

Idaho Code. The rates starting with the rate applicable at July 1, 1981, and the Internal Revenue

Service Revenue Rulings, if applicable for the calculation of the rate, are listed in Subsection

310.02 of this rule. These interest rates also apply to the allowance of a credit or refund of tax
erroneoudly or illegally assessed or collected as provided in Section 63-3073, 1daho Code.

(4-6-05)

02.

Idaho Interest Rates and Applicable Revenue Rulings.

PERIOD

RATE OF INTEREST

INTERNAL REVENUE SERVICE
REVENUE RULING

July 1, 1981, through
December 31, 1993

12% simple interest

Not Applicable

Calendar Year 1994

7% simple interest

Revenue Ruling 93-64

Calendar Year 1995

9% simple interest

Revenue Ruling 94-61

Calendar Year 1996

8% simple interest

Revenue Ruling 95-67

Calendar Year 1997

9% simple interest

Revenue Ruling 96-49

Calendar Year 1998

8% simple interest

Revenue Ruling 97-41

Calendar Year 1999

7% simple interest

Revenue Ruling 98-50

Calendar Year 2000

8% simple interest

Revenue Ruling 99-41

Calendar Year 2001

8% simple interest

Revenue Ruling 2000-45

Calendar Year 2002

7% simple interest

Revenue Ruling 2001-49

Calendar Year 2003

5% simple interest

Revenue Ruling 2002-61

Calendar Year 2004

6% simple interest

Revenue Ruling 2003-107

Calendar Year 2005

6% simple interest

Revenue Ruling 2004-69

Calendar Year 2006

6% simple interest

Revenue Ruling 2005-57

Calendar Year 2007

7% simple interest

Revenue Ruling 2006-44

Calendar Year 2008

7% simple interest

Revenue Ruling 2007-57

Calendar Year 2009

5% simple interest

Revenue Ruling 2008-46

Calendar Year 2010

5% simple interest

Revenue Ruling 2009-29
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STATE TAX COMMISSION Docket No. 35-0201-1101

Tax Commission Administration & Enforcement Rules PENDING RULE
INTERNAL REVENUE SERVICE
PERIOD RATE OF INTEREST REVENUE RULING
Calendar Year 2011 4% simple interest Revenue Ruling 2010-20
Calendar Year 2012 4% simple interest Revenue Ruling 2011-20

G )

(BREAK IN CONTINUITY OF SECTIONS)

704. DISCLOSURE OF INFORMATION: GOVERNMENT AGENCIES AND

OFFICIALS (RULE 704).

Sections 23-907, 39-8405, 50-1049, 54-1904A, 56-231, 63-602G, 63-2442, 63-3029B, 63-3077,

63-3077A, 63-3077B, 63-3077C, 63-3077D, 63-3077E, 63-3634A, and 67-4917C, Idaho Code.
@294 )

01. Legidature. The Tax Commission shall disclose returns or return information to
the Idaho Legidlature on the written request of the chair of any committee of either branch of the
Idaho Legislature on behalf of the committee. When authorized by statute, the Tax Commission
shall disclose information to the Legislative Council, the Joint Legidative Oversight Committee,
or to the Joint Finance and A ppropriations Committee. (3-20-97)

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

56-231, Idaho Code. (3-20-97)
03. Exchange of Information. Information may be exchanged between the Tax
Commission and: (4-5-00)
a. The Internal Revenue Service, as allowed by Sections 63-3077(1)(a) and 63-
3077D, Idaho Code; (3-30-07)
b. Other states, if reciprocal provisions for information exchanges are granted under
Section 63-3077(1)(b), Idaho Code; (5-3-03)
C. County assessors, limited to: (3-20-04)

i Information relating to the taxpayer’s residence or domicile and his claim of the
homeowner’s property tax exemption as provided in Sections 63-3077(4) and 63-602G, Idaho
Code; and (4-6-05)

ii. Information related to the property tax exemption claimed in lieu of the Idaho
investment tax credit, as allowed by Section 63-3029B, |daho Code. (3-20-04)
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STATE TAX COMMISSION Docket No. 35-0201-1101
Tax Commission Administration & Enforcement Rules PENDING RULE

d. Department of Labor, as alowed by Section 63-3077A, Idaho Code; (4-5-00)
e Industrial Commission, as limited by Section 63-3077B, Idaho Code; (4-5-00)
f. Multistate Tax Commission, as allowed by Section 63-3077(1)(b), Idaho Code;

(5-3-03)
g. |daho Transportation Department, relating to: (3-20-04)
i. Fuelstax, as alowed by Section 63-2442, Idaho Code; and (3-20-04)

ii. Residency information, as allowed by Section 63-3634A, Idaho Code.  (3-20-04)

h. Financial Management Services of the U. S. Department of the Treasury, as
allowed by Sections 63-3077(1)(a) and 63-3077D, Idaho Code; (3-30-07)

I Governing entity of the International Fuel Tax Agreement, IFTA, Inc., as alowed
by Section 63-3077(1)(b), Idaho Code; (4-6-05)

] Department of Fish and Game, limited to information relating to an individual’s
place of residence or domicile, as allowed by Section 63-3077C, Idaho Code; (5-3-03) )

k. Attorney General, as limited by Section 39-8405, Idaho Code; (3-20-04)
l. Resort cities, as allowed by Section 50-1049, I1daho Code; (4-6-05)
m. Auditorium districts, as allowed by Section 67-4917C, Idaho Code; (4-11-06)

County treasurers and boards of county commissioners, limited to information
related to a clam of the homeowner’s property tax exemption, as alowed by Section 63-602G,

|daho Code; and (4-11-06)

0. The administrator of the Division of Building Safety, limited to information

relating to public works contracts as provided in Section 54-1904A, Idaho Code. (4-11-06)

p. The Alcohol Beverage Control Bureau within the Idaho State Police, as provided

in Section 23-907, Idaho Code. (3-29-10)
q. The State Treasurer, as provided in Section 63-3077E, Idaho Code, limited to:

)

I. The names and current addresses of businesses in Idaho; and ( )

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