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IDAPA 35
TITLE 01
Chapter 01

IDAPA 35 - STATE TAX COMMISSION
35.01.01 - INCOME TAX ADMINISTRATIVE RULES

000. LEGAL AUTHORITY (Rule000).

In accordance with® Sections 63-513 and 63-3039, Idaho Code, the Tax Commission shall promulgate rules
implementing the provisions of the 1daho Income Tax Act. Many sections of the Idaho Income Tax Act and related rulesaso
apply to other typesof taxes, such as Sdes Tax. (7-1-93)

001. TITLE AND SCOPE (Rule 001).

These rules shdl be cited as IDAPA 35, Chapter 01, Title 01, "Income Tax Adminisrative Rules™ These rules shdll be
construed to reach the full jurisdictional extent of the state of 1daho's authority to impose atax on income of all personswho
derive income from Idaho sources or who enjoy benefits of 1daho residence. (7-1-93)

002. WRITTEN INTERPRETATIONS (Rule 002).

In accordance with Section 52-5201(16)(b)(iv), Idaho Code, the Tax Commission has written statements which pertain to
the interpretation of the rules of this chapter or to the documentation of compliance with the rules of this chapter. To the
extent that these documents are not confidential under Sections 63-3075 or 9-340, 1daho Code, they are available for public
inspection and copying at the main office of the State Tax Commission. (7-1-93)

003. ADMINISTRATIVE APPEAL S (Rule 003).
This chapter doesalow adminitrative rdlief of the provisions outlined herein under Section 63-3049, Idaho Code. (7-1-93)

004. PUBLIC RECORDS (Rule 004).
The records associated with this chapter are subject to the provisions of the Idaho Public Records Act, Chapter 1, Title 9,
Idaho Code, to the extent that these documents are not confidentia under Sections 63-3075 or 9-340, Idaho Code.

(7-1-93)
005. -- 009. (RESERVED).
010. DEFINITIONS (Rule 010).
01. Employee. An employee is an individual who performs services for another individual or
organization and is subject to contral asto what services shdl be performed and the manner of performance. (7-1-93)
02. Employer. The term employer includes any person or organization for whom an individual performs
any service asan employee. (5-31-95)

03. Farming. Theterm farm isused in its ordinary, accepted sense and includes stock, dairy, poultry, fish, fruit,
and truck farms, and aso plantations, ranches, ranges and orchards. The definition of a farm for state income tax purposes
shdll be consistent with the definition under applicable sections of the Interna Revenue Code. (7-1-93)

04. Mathematicd Error. A mathematicd error includes the following errors, omissions, or defects in areturn:
1) arithmetical errorsor incorrect computations, and 2) obvious entries on the wrong line. (5-31-95)

05. Negligence. Negligence is the breach of a duty or obligation, recognized by law, which requires
conformance to a certain standard of conduct. (7-1-93)

06. Paid or Incurred and Paid or Accrued. The terms paid or incurred and paid or accrued shal be
construed according to the method of accounting upon the basis of which the taxable income is computed. See Section
7701(8)(25), Interna Revenue Code. (7-1-93)

07. Sde A sdeisdefined asatransaction in which title passes from the sell er to the buyer, or thetime a which
possession and the burdens and benefits of ownership are transferred to the buyer. A sale may have occurred even if the buyer
does not have theright to possession until he partidly or fully satisfiesthe terms of the contract. (7-1-93)
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08. Tax Home. For income tax purposes, the term tax home refers to the taxpayer's principa place of
business, employment, station, or post of duty regardless of where he maintains his personal or family residence. Thus, a
taxpayer domiciled or residing in Idaho with a post of duty in another state would be an Idaho resident for 1daho income tax
purposes, but he would not be entitled to a deduction for travel expensesincurred in the other state since that is his tax home.
Thisrule applies regardless of whether he stays overnight in Idaho or at his place of employment in the other state. (7-1-93)

09. Terms. (7-1-93)
a Terms not otherwise defined in the Idaho Income Tax Act or these rules shall have the same meaning
as is assigned to them by the Internal Revenue Code. Specific reference is made to Section 7701, Internal Revenue Code,
relating to definitions of terms, and those definitions are adopted by this reference. (7-1-93)
b. Terms used in these rules shall have the meanings prescribed by Idaho or federal tax statutes and rules, or

shl have meanings specifically prescribed by these rules. The more specific definition shall control over themore general.
(7-1-93)
10. These Rules. The term these rules refers to this chapter, IDAPA 35.01.01, of rules relating to Idaho income
tax. (5-31-95)

011. INTERNAL REVENUE CODE (Rule011).

01. In General. For the purpose of thissection, the termInternal Revenue Code meansthe Internal Revenue
Code of 1986 of the United States, as in effect on the date adopted by the Idaho State Legidature. Effective dates for specia
provisions of the Internal Revenue Code are the same for Idaho asfor federd purposes. (7-1-93)

02. Interpretations. Interpretations of the Internal Revenue Code may be found in various sources
including decisions of the Tax Court and |etters of acquiescence or nonacquiescence by the Commissioner in decisonsof
the Tax Court, Congressiond Committee reports, Generd Counsd memoranda, Decisions of the Federd and Sate Courts on
Federd income tax issues and Treasury Department income tax regulations. Such interpretations are adopted by this reference
to the extent that they are not in conflict with, inconsistent with or repugnant to the Idaho Code and Administrative Rules.

(7-1-93)

03. Amendment of Statute. Section 63-3004, Idaho Code, is customarily amended by the legidature each year

to update the code to conformiit to the Internd Revenue Code as of January 1 of thelatest year. (7-1-93)
a For calendar year taxpayers, the effective date of the legidation is clearly defined. (7-1-93)

b. For fiscal year taxpayers, the satute and rules become effective for taxable years which begin after January

1 each year unlessthe legidation as enacted contains a pecifically stated effective date other than January 1. (7-1-93)
04. Tax Commission to Exercise Discretion in Determining Correctness of Tax Return. Discretion granted

to the Secretary of the Treasury to make determinations or reallocations regarding items-of income or adjustments to
income, deductions, expenses, credits or other subjects of taxation, under the Internal Revenue Code adopted by reference in
Title 63, Chapter 30, Idaho Code, may also be exercised by the Commission and its authorized agents; employees and
deputiesin the enforcement and administration of the Idaho Income Tax Act and theserules. (7-1-93)

012. CORPORATION (Rule 012).

The term corporation includes those entitiesincorporated under the laws of |daho or any other state of the United Sates. The
term aso includes entities incorporated under the laws of a foreign country, and any association which is taxable as a
corporation under the provisons of the Internal Revenue Code and Regulations. See generdly, Section 7701, Internal Revenue
Code, and Section 301.7701-1(c) of the Federd Tressury Regulations. (7-1-93)

013. TAXABLE YEAR AND ACCOUNTING PERIOD (Rule 013).
oL Accounting Period. Taxable income must be computed for a fixed period. That period is a taxable year, and

means the taxpayer's annud accounting period or the period for which the federad return is made. The period will normdly be
twelve (12) months. See Sections 1.441-1 and 1.441-2, Treasury Regulations. For taxable years on afifty-two, fifty-three (52-53)
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week bagis the year is deemed to begin on the firgt day of the cdendar month beginning nearest to the firgt day of the fifty-two, fifty-
three (52-53) week taxable year, and is deemed to end or dose on the lagt day of the calendar month ending nearest to the last day of
thefifty-two, fifty-three (52-53) week taxable year. (7-1-93)

02. Change of Accounting Period. (7-1-93)

a If a change in accounting is accomplished for federd income tax purposes, the same change must be
accomplished at the same time and for the same period for Idaho income tax purposes. If prior gpprovel of the Commissioner of
the Interna Revenueisrequired, acopy of thet goprova must accompany the ldaho short-period return. (7-1-93)

b. If & change does not require prior gpprova of the Commissioner of Interna Revenue, anatation of the change
must be made on the Idaho short-period return, together with a statement that no prior approva was required and citation of
authority therefor. See 1.442-1, Treasury Regulaion. (7-1-93)

014. RESIDENT (Rule014).

oL Resdent. Theterm resident isrestricted toindividualsor natural persons, however, see Subsection 014.04 of this
rule. The term indudes both diens and minors, while excluding taxpayers such as corporations which are not individuds. All
individua's who have been domiciled in Idaho.or who have resded within the state for the entire taxable year are resdents for
incometax purposes. (7-1-93)

02. Domicile. The term domicile means the place where an individud has his true, fixed, permanent home and
principal establishment, and to which place he has the intention of returning whenever he is absent. An individua can have
severd residences or dwelling places, but he legally can have but one domicile at atime. Domicile, once established, is never
logt until there is a concurrence of: aspecific intent to abandon an old domicile, an intent to acquire apecific new domicile, and the
actud physical presencein anew domidile. All individuas who have been domidiled in Idaho for the entire taxable year, within the
meaning of the foregoing definition of domicile; are residents for daho.income tax purposes, even though they have actualy
resided outside this state during the whole or part of thetaxable yeer, except (7-1-93)

a An individuad who is absent from Idaho for a least four hundred forty-five (445) days during any consecutive

fifteen (15) month period will not be considered aresident during such period if thefollowing conditionsare met: during thefifteen (15)

month period, the individua spends &t least two'hundred fifty (250) daysin aforeign country; the individua does not maintain a

permanent place of abodein thisstateat which agpouse, unlesslegally separated, or minor or dependent children are presant for more
then sixty (60) daysduring any cdendar year; and theindividua doesnot clam Idaho as histax homefor federd tax purposes.

(7-1-93)

b. An individua who has been abosent from this sate for more than fifteen (15) consecutive months and who has
not been present in this Sate for more than sixty (60) days during any calendar year following the end of the fifteen (15) month period
shdl not be consdered aresident for that calendar year provided that: Theindividua does not hold an eective or gppaintive office of
the Government of the United States, other than the Armed Forces of the United States or career gopointment in the United Sates
Foreign Sarvice, and is not employed on the gaff of an dective officer in the Legidative Branch of the Government of the United
Saes the individud does not maintain a permanent place of abode in this state a which the spouse, unless legdly separated, or
minor or dependent children are present for more than sixty (60) days during any caendar year; and the individud does not daim

Idaho ashistax home for federd tax purposes. (7-1-93)
03. Members of the Armed Forces of the United Sates (7-1-93)
a Residents of 1daho. Anindividua on full-time active duty with the Armed Forces of the United States for

a continuous and uninterrupted period of one hundred twenty (120) days or more is not taxed on compensation for such
duty earned outside this state. The one hundred twenty (120) days of active duty need not dl be in the same calendar yesr.
Resident members of the Armed Forces must file an Idaho return. (7-1-93)

b. Nonresident of 1daho. The Soldiers and Sailors Civil Rdlief Act, 50 U.S.C. App. 574, providesthat members
of the Armed Forces who are serving in Idaho, but who continue to maintain their domicile or legal residence in another
state or country, shall not be deemed to be residents of |daho. Thus, the active-service pay of such nonresident servicemen is
exempt from the Idaho tax. Public Law 94-278, enacted in 1976, provides that commissioned officers of the U.S. Public
Hedth Service are covered by the Soldiers and Sailors Civil Relief Act and for income tax purposes are considered to be
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members of the Armed Forces of the United States. (7-1-93)

04. Estates and Trusts. Fiduciary returns are required of estates and trusts, which may, depending on the
circumstances, file either asaresdent or nonresident for Idaho income tax purposes. (7-1-93)

a Edtate. An estatewhere no trust is created will betreated as aresident if thefiduciary of the estateis appointed
by an Idaho court or the estate is administered in 1daho. Where the fiduciary of the estete is appointed by a court outside of
Idaho and the estateis administered in another state, income earned from ldaho sources must be reported to Idaho in the
same manner as though the taxpayer were anonresident individual. (7-1-93)

b. Trust. A trust will be trested as a resident if the fiduciary of the trust is an Idaho resident or the trust is
adminigtered in Idaho. Where the fiduciary of the trustsis a nonresident of Idaho and the trust is administered in ancther stete,
income earned from ldaho sources must be reported to Idaho in the same manner as though the taxpayer were a nonresident
individual . No distinction is made between living trusts, created by the grantor and funded during hislifetime, and testamentary

trusts, becoming operative upon the deeth of the grantor. (7-1-93)
05. Aliens. A resident alienwho is present in Idaho, or domiciled in Idaho, for the whole year is aresdent
of Idaho for income tax purposes. (7-1-93)
a Income Taxable by Idaho. Income from all sourcesis taxable by Idaho. (7-1-93)
b. Required Tax Form. The taxpayer will fileaForm 40 or if the qudificationsare met, a Form 40EZ. 7199
C. Filing Status. The taxpayer will use the samefiling status for the Idaho return as used on the federd return.

Married taxpayersmay fileajoint return if both spouseswereresident aliensfor the entiretax year. A joint return isfiled where
the resident alien and nonresdent aien spouse choose to treat the nonresident as a resident and report al income from dl
sources to Idaho. A resident dien with a nonresident aien spouse can qualify as head of household if the resident dien
provides a household for afamily member other than his spouse and the federal head of household provisions are met.

(7-1-93)
d. Deductions and Exemptions. The deductions and exemptions allowed on the federd return will be allowed
on the Idaho return. (7-1-93)

015. PART-YEAR RESIDENT (Rule015).
Any individual who moves into or moves out of this state during the taxable year and has been neither domiciled in Idaho nor
has resided herein for the full twelve (12) months of the taxable year isa part-year resident for 1daho incometax purposes

(7-1-93)

01. Computation Requirement (7-1-93)

a For Taxable Years Beginning on or After January 1, 1988. Any individua-who qudifies as a part- year

resident and who is required to file an income tax return must file on a nonresident income tax form and gpportion
exemptions and deductionsin the manner asreguired by Section 63-3027A, Ideho Code, and ISTC 80. (7-1-93)
b. For Taxable Years Beginning After December 31, 1984, but Before January 4, 1988. Any individual

who qualifies as a part-year resdent and who is reguired to file an Idaho income tax return shall compute the tax on taxable
income as required for Idaho residents under Section 63-3024, Idaho Code. The tax as computed shall be reduced to the
proportion that Idaho adjusted gross income bears to total adjusted gross income. Idaho adjusted gross income includes
income from Idaho sources, aswell as, income from al sources for that period during which an individud is an Idaho resident.
Total adjusted grossincomeincludesincome from all sources. (7-1-93)

02. Aliens. (7-1-93)
a The following aliens will be considered part-year 1daho residents for income tax purposes: A resident

aien who residesin Idaho for part of thetax year or a dua-gtatus dien who has lived in Idaho a portion of the year he or she
has been in the United States. (7-1-93)
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b. Income Taxable by Idaho. For the part of the year an individua is a nonresident of 1daho, only Idaho
source incomeistaxable. Income from al sourcesistaxable for the part of the year an individua isaresident of 1daho.
(7-1-93)

c Required Tax Form. The taxpayer will file a Form 43, Part-Year/Nonresdent Income Tax Return,
indicating the part-year residency status. (7-1-93)

d. Filing Status. The taxpayer will use the same filing status for the Idaho return as used on the federd return.
Married taxpayers may fileajoint return if they elect to betaxed asresdent diensfor the entire tax year. The head of household
statusis not available to an individua with adual-status tax year. (7-1-93)

e Deductions and Exemptions. The deductions and exemptions alowed on the federd return will be prorated
as provided in Section 63-3027A(d), | daho Code. A taxpayer who has a dual-status tax year and does not elect to be treated as
a U.S. resident for the entire'year is not alowed to use the standard deduction. The dua-status dien must itemize any
alowable deductions. (7-1-93)

016. NONRESIDENT (Rule 016).
The term nonresident means any individual who is neither a resident nor part-year resident within the meaning of Sections
63-3013 and 63-3013A, Idaho Code, and ISTC 14 and 15. (7-1-93)

0L Computation Requirements. (7-1-93)

a For Taxable Years Beginning on or After January 1, 1988. Any individual who qudlifies as a
nonresident and who isrequired tofile an income tax return must file on anonresident income tax form and gpportion exemptions
and deductionsin the manner asrequired by Section 63-3027A; Idaho Code, and ISTC 80. (7-1-93)

b. For Taxable Years Beginning After December 31, 1984, but Before January 1, 1988. Any
nonresident who has income from sources within Idaho and is required to file an Idaho income tax return pursuant to the
provisons of Sections 63-3030 and 63-3031, Idaho Code, shall compute the tax on taxable income as required for Idaho
residents under Section 63-3024, Idaho Code. The tax as computed shall be reduced to'the proportion that adjusted gross
income from Idaho sources bears to adjusted grass income from al sources, Income and deductions attributable to Idaho will
be alocated to Idaho to determine adjusted gross income from 1daho sources. Adjusted gross income from dl sources is
computed asfor Idaho residents. See ISTC 79 (7-1-93)

02. Traveling Salesmen. (7-1-93)

a Nonresident salesmen are subject to Idaho tax regardless of the location of the post of duty or starting
point on the Idaho portion of the individuad'stravel. (7-1-93)

b. If these persons are pad on a mileage bas's, the gross income from sources within Idaho includes that
portion of the total compensation for persond services which the number of milestraversed in Idaho bearsto the total number of
miles traversed within and without the state. If they are paid on some other basis, such-as hours; the total compensation for
persona services must be gpportioned between this sate and other states and foreign countriesin such amanner asto alocate to
Idaho that portion of total compensation which is reasonably attributable to persond services performedinthisstate. (7-1-93)

03. Transportation Employees Covered Under Public Law 101-322. Enacted July 6, 1990. Compensation paid
to interstate railroad and motor carrier employees who have regularly assigned dutiesin more than one state will be subject
to income tax only in the employee's state of residence. Employee for purposes of Public Law 101-322 includes. . (7-1-93)

a An operator of acommercial motor vehicle, including an independent contractor while in the course of
operating a commercia motor vehicle. (7-1-93)
b. A mechanic. (7-1-93)
C. A freight handler. (7-1-93)
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d. Any individua other than an employer; who is employed by an employer and who in the course of his or
her employment directly affects commercial motor vehicle safety. Employees of the United States, Sate, or local government
are not included. (7-1-93)

4. Aliens (7-1-93)

a Income Taxable by Idaho. Alien individuals who are nonresidents of 1daho are taxable only on income
from sources within Idaho. (7-1-93)

b. Required Tax Form. The taxpayer will file aForm 43, Part-Year/Nonresident Income Tax Return, indicating
the nonresident status. A federa Form 1040NR, U.S. Nonresident Alien Income Tax Return, should be filed with the Form
43 (7-1-93)

C. Filing Status: The taxpayer cannot file a joint return if either spouse is a nonresident dien at any time
during the tax year, unless the éection to be treated as resident diensis made. The nonresident alien taxpayer cannot qualify
for head of household status. (7-1-93)

d. Deductions and Exemptions. The deductions and exemptions alowed on the federa return will be prorated
as provided in Section 63-3027A(d), Idaho-Code. The nonresident alien cannot use the standard deduction amount and
generaly isalowed to claim a persona exemption for himself. (7-1-93)

017. WAGES (Rule 017).

Theterm wages relatesto al compenseation for services regardless of theform of payment. Wagesinclude, but are not limited to,
sdaries, commissions, tips, directors fees, payment for services on the basis of a percentage of profits, and other forms of
compensation. See Section 61(a), Internd Revenue Code and Section 1.61-2, Treasury Regulation. (7-1-93)

018. NET OPERATING LOSS. (Rule018).

oL Definitions For Purposes of Net Operating L osses. (5-31-95)

a For purposes of this rule, the term income means income as defined in Section 63-3022(d), 1daho Code.
(5-31-95)
b. The term net operating loss deduction means the aggregate amount of the Idaho net operating losses
carried to another taxable year and subtracted from income. (5-31-95)
C. A net operating lossis absorbed when it has been fully subtracted fromincome. (5-31-95)

02. Adjustmentsin Carryback and Carryover Years. In determining the amount of the net operating loss used
in a carryback or carryover year in arriving at 1daho taxable income for a taxable year, the necessary computations
involving any other taxable year shall be made under the law applicable to such other taxable year. For purposes of determining
the amount of net operating loss used in a carryback year, adjustments may be made even though the year is dosed dueto the
gtatute of limitations, Sections 63-3068 and 63-3072, Idaho Code. (5-31-95)

03. Taxpayers Other Than Corporations. Any adjustments necessary to correct incomewill bemedeto determine the
incomein the year to which the net operating loss carryback is applied. A net operating lossincurred outside this state in ataxable
year in which the taxpayer was not aresident of this state shall not be allowed as a carryback or carryforward deduction againgt
Idaho income. Seedso Section 63-3022(d), I1daho Code. (5-31-95)

04. Corporate Taxpayers. A net operating loss incurred in ayear in which a corporation has no busness Stusin this
date, defined in Section 63-3023, |daho Code, shdl not bedlowed asacarryback or carryover deduction against | daho taxableincome.
Seea 9o Section 63-3022(d), Ideho Code (5-31-95)

05. Additiona Rulesfor Unitary Taxpayers. Each corporation included in a unitary group must determineits
regpective share of the Idaho apportioned net operating lossincurred by the unitary group for the taxable year. A corporation's share of
the net operating lossis computed using its | daho gpportionment factor for the year of the loss. To its share of the apportioned loss,
the corporation must add or subtract its nonbusinessincome or loss dlocated to Idaho. (5-31-%)
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06. Net Operating Loss Carryback (5-31-95)

Except as provided in subsection 018.06.C., the net operating loss carryback, not to exceed one hundred
thousand dollars($100 000) per taxpayer, is gpplied to the third preoedlng taxable year and if not absorbed, the difference gpplied to
the second preceding taxable year and if not absorbed, the difference gpplied to the first preceding year. Theloss not absorbed in
the carryback years may be subtracted from taxable years arising in the succeeding fifteen (15) years, in order, until absorbed.

(5-31-95)

b. For aunitary group of corporations, each corporation having anet operatinglosswhich resuiitsfromits share of the

Idaho gpportioned loss adjusted for its nonbusiness income or nonbusiness loss shall be limited to a maximum carryback of one
hundred thousand dollars ($100,000). (5-31-95)
C. Thetaxpayer may. elect to forego the carryback provison of Subsection 018.06.a., and deduct the net operating

lossin thefifteen (15) succeeding taxableyears, in order, until the lossis absorbed. (5-31-9%5)
d. Timing and Method of Electing to Forego Carryback. The dection mugt be made by the due dete, including

extensons, of the loss year return. Once the completed return is filed, the extension period expires. See Idaho Income Tax
Adminigrative Subsection 018.100.0Lb. The dection referred to in this section shdl be made by ataching a statement to the
taxpayer's income tax return for the taxable year of such loss The datement mugt contain the following information: the name,
address, and taxpayer's socid security number or employer identification number; a statement that the taxpayer makes the
election under Section 63-3022(d)(l), Idaho Code, to forego the carryback provision; and the amount of the net operating loss.
(5-31-95)

e If the dection is made on an amended or origind return filed subsequent to the time dlowed in Subsection
018.06.d., it will be considered untimely and the net operating losswill be applied as provided in Subsection 018.06.a
(5-31-95)

07. Order in Which Losses Are Applied in a Year. Loss carryforwards shall be deducted before deducting any
loss carryback applicableto the sameyear. (5-31-9%)

08. Documentation Required When Claiming a Net Operating L oss Deduction. Every taxpayer daiming anet
operating lossdeduction for any taxable year shdl filewith hisreturn for such year aconcise satement setting forth the amount of the
net operating loss deduction claimed and all material and pertinent facts relative thereto, including a detailed schedule showing
the computation of the net operating loss and its carryback or caryover. (5-31-%)

09. Net Operating Losses Which Survive a Merger. Pursuant to Section 381, Internad Revenue Code, and the
limitation provisons of Section 382, Internal Revenue Code, 1daho net operating lossesincurred by all-ldeho and multistate taxpayers
will survive amerger if the following criteria are met: the subject transaction meets all federa laws, criteria, and procedures; the
liquidated or merged entity must have had an Idaho business activity and incurred an Idaho net operating lass; and continuity
of business requirements must be met in order for the net operating loss carryover privilege to be sustained (5-31-95)

a Changesinthelocation of aloss corporation's business or itskey employeeswill not be trested asafailure to
satisfy the continuity requirements. (5-31-95)

b. Where the pre-merger corporation conducted multistate operations, the Section 382, Internal Revenue
Code, loss limitation is limited further by the pre-merger loss corporation's Idaho gpportionment factor for the last tax year
before the merger. (5-31-95)

019. IDAHO ADJUSTMENTSTO TAXABLE INCOME (Rule019).

01. General Rule. For purposes of the Idaho Income Tax Act and the Idaho Income Tax Administrative Rules,
gross income, adjusted gross income, and taxable income shall be determined according to the Internal Revenue Code.
This rule contains required additions to and subtractions from federd taxable income, as defined by Section 63, Internal
Revenue Code, to determine Idaho taxable income. See, dso, Idaho Income Tax Adminidrative Rules 001, 013, and 020
through 025. (6-23-94)
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02. Additions Required of All Taxpayers. The following additions of amounts excluded or deducted for federa
purposes must be made by dl 1daho taxpayers (7-1-93)

a Add al interest and dividends which are excluded from federal gross income and which are received
or accrued from foreign securities or from obligations of any foreign country, or from other states or their political
subdivisions,-or the District of Columbia or obligations of corporations, or instrumentalities of any of the above, less
applicable amortization. Interest from securitiesissued by the state of 1daho, its cities, and political subdivisionsisexempt
and need not be added to income if the securities are: Negotiable instruments, commonly bought and sold in established
markets, and registered in accordance with the provisions of Sections 57-901 through 57-914, Idaho Code. Any expenses and
interest not allowed under Sections 265 and 291, Internal Revenue Code, which are related to the production of thisincome
shdl reduce the amount of interest and dividends added back. The alowable expenses and interest shall not reduce the
reportable amount of interest and dividends to less than zero (0). A schedule of such interest, dividends, and related expenses
shal be submitted with the return filed. (7-1-93)

b. Add the exact amount of any sate income taxes, or other sate or loca taxes measured by income, which
have been deducted in arriving at taxable income for federal purposes. This provison is applicable only to the extent of the
deductions actually claimed for federal tax purposes. (7-1-93)

C. Add any net operating loss deduction used in arriving at federal taxable income or lossin any taxable
year to which such deduction is carried: (7-1-93)

d. Add any capitd loss carryover which occurred outside this state in ataxable year when the taxpayer was not a
resident of this state, as defined by Section 63-3013, Idaho Code, or-in the case of a corporation, in ataxable year in which
such corporation did not have business situsin this state as defined by Section 63-3023, 1daho Code. (7-1-93)

03. Additions Required of Corporations. The following additions of federal exclusions or deductions must be
made by dl entities defined as corporations. (7-1-93)

a Add the deduction for dividends received from corporations which deduction is alowed on the federal
return by Sections 243(a), 243(c), 244, 245, and 246A, Internal Revenue Code, as limited by Section 246(b)( 1) of said
code. (6-23-94)

b. Unless reasonable compensation is paid for persond services actually performed outsde this sate, add any

sdary, fee, or compensation of every officer or director who is not an Idaho resident, and who is an officer or director of a
corporation with more than fifty percent (50%) of its income taxable in ldaho, and which has been deducted by the
corporation in determining itsfedera taxable income, and which was not reported asincometo ldaho by such officer or director.
(7-1-93)

C. For tax years beginning on or after April 1, 1982, aportion of the corporation's interest expense may be
alocable nonbusiness expense if any dividend or interest income is determined to'be nonbusiness income. Such interest
expense may be deducted only from nonbusiness income. Interest expense means the aggregete interest expense deductible in
determining federa taxable income less reductions required by Section 63-3022(a)(1), 1daho-Code. Dividend and interest
income does not include income which is exempt from Idaho income tax under the provisions of Section 63-3022(g), Idaho
Code. Allocable nonbusinessincome and expense means amounts directly assignable to the state or other jurisdiction within
which the nonbusiness activity occurs. Apportionable business income and expense means the aggregate amounts attributed
under Section 63-3027, Idaho Code, to two (2) or more states or other jurisdictions within which some part of the corporation's
regular business activitiesoccur. Allocable nonbusinessinterest expense shall be the lesser of: The excess of interest expense
over the sum of gpportionabl e business dividend and interest income, or the sum of alocable nonbusiness dividend and interest
income. (7-1-93)

d. No deduction will be allowed corporations for interest expense or indebtedness incurred to purchase
or carry obligations which produce tax exempt interest income. Interest expense on such indebtedness which isincurred or
continued after January 1, 1983, or to carry these obligations acquired after January 1, 1983, will be subject to the reduction. At
the option of the taxpayer, the amount will be determined by either: Cdculating the ratio of the taxpayer's average adjusted
basis of the obligationsin question to the average adjusted basis of dl assets, and applying thisratio to thetotd interest expense
otherwise allowable. Average adjusted basis of obligations and total assetswill be determined by adding the adjusted basis at
the end of each month and dividing by the number of months in the taxable year. Adjusted basis will be determined under
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appropriate sections of the Internad Revenue Code; or caculating the ratio that the taxpayer's interest income from the
obligations identified above for the taxable year bears to the taxpayer's tota income, including exempt income, for the taxable
year and gpplying thisratio to theinterest expense otherwise allowable. (7-1-93)

04. Additions Required of Individual Taxpayers. To determine ldaho taxable income or loss, an
individual taxpayer must add back the taxable amount of a lump sum distribution not included in federd adjusted gross
income: The taxable amount referred to in this subsection does not include employee deeth benefits excludable from gross
income under Section 101(b), Internal Revenue Code. (7-1-93)

05. Subtractions Applicable to All Taxpayers. The items listed in this subsection may be claimed as tax benefits
by any taxpayer to determine |daho taxableincome or loss. (7-1-93)

a Subtract from taxable income in ataxable year any net operating loss deduction as defined by Section
63-3021, Idaho Code, and Idaho Income Tax Administrative Rule 18. (6-23-94)

b. Subtract the amount of any interest received on any obligations of the United States, which was
previoudy included in texable income as defined by Section 63, Internal Revenue Code. The deduction for income exempt
from taxation by 1dahowill be reduced by any expenses, including interest and taxes, related to the production of that tax-exempt
income. A schedule of such exempt income and rel ated expense shdl be submitted with the return. Refer to Subsection 019.03.C.
Any gain or lossresulting from the sale of negotiable obligations of the U.S. istaxable by 1daho and shall not be subtracted.

(6-23-94)

06. Subtractions’Applicable to Individual Taxpayers. The items listed in this subsection may be claimed

astax benefits by individua taxpayersto determine | daho taxable income or loss. (7-1-93)
a Contributions to the medica assistance account established by Section 56-209(b), Idaho Code, may be

deducted in determining Idaho adjusted income if such contributions were not previoudy deducted as itemized deductions.
The medical assistance account is primarily designed to receive money from families of patients receiving medical
assistance under Medicaid. (7-1-93)

b. A deduction for expenditures for persond care service for a family member is dlowed for qudified
expenditures made after January 1, 1981. Generally, the expenditures alowed are for in home medicaly oriented personal
care services not reimbursable by Medicare, Medicaid, or insurance. Specific criteria for the qualified expenditures are:
The deductible expenditures may not exceed one thousand dollars ($1,000) per individual recipient of the personal care services.
The amount claimed must actually have been expended by the taxpayer for personal care services provided to the recipient
for whom the claim is made. The expendituresfor the persona care servicesmay not be deducted elsewhere on thereturnin
the computation of taxable income. The expenditure cannot be reimbursable by Medicare, Medicaid, or by private
insurance. The expenditure must be for services which are provided to an immediate family member. An immediate family
member is defined as a person who meets the member of household or relaionship test for being claimed as a dependent on
income tax returns. A goouse will qudify. The services must be provided in either the taxpayer's home, or the cared-for person's
home. The home may not be a commercia or nonprafit hogpital, nursng home, or Smilar hedth facility. The sarvices must be
provided for medicaly oriented tasks and not for household sarvices such as deaning or/cooking. The'services must be prescribed in
accordancewith aplan of trestment established by aphysician for therecipient's persond care. The sarvices must be supervised by a
registered nurse. The expenditures must be made to aperson whoisaqualified provider of persond care sarvicesasdetermined
by the director of the Department of Health and Welfare in accordance with Section 39-A4706, | daho Code. The provider may not be
animmediate family member unlessamember of thefamily is determined by the director of the Department of Hedlth and Welfare
to be the best qualified person to provide services under the circumstances surrounding the recipient's need for persond care
sarvices; or thefinancial drcumstances of therecipient'sfamily are such that it ismore advantageous to the state and to the recipient
to utilize a member of the recipient's family, and payments for care are reported as income by the provider on the provider's own
Idahoincometax return if the provider isreguired tofileand | daho return. (6-23-99)

C. Deduct teacher retirement payment paid under the Old Teachers Retirement System, Title 33, Chapter 13,
Idaho Code. Teacherswho were employed by the siate of |daho and who retired on or after January 1, 1966, generaly do not quelify
for this deduction. Teachers who were not state employees and who retired on or ater January 1, 1968, do not qudify. Teechers
employed by thestate of 1dahoindlude only thaoseemployed directly by apalitical subdivision of the state, such asacounty or loca
school digtrict. Teachers receiving benefits under the Public Employees Retirement System, Title 59, Chapter 13, Idaho Code,
do not qualify for the exemption. No exemptionisprovided herein for anounts received from other states, schoadl districtsoutsdethe
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date of 1daho, or any other source where the proceeds do not rel ate to teaching performed within Idaho. (7-1-93)
d. Railroad retirement benefits, including Tier |, Tier 11, and supplemental benefits paid by the Railroad

Retirement Board, are not subject to Idaho income tax. To the extent thet any of these amounts areinduded in federal adjusted gross
income, they are subtracted to arrive a Idaho taxable income. Supplementa benefits, for purposes of this subsection, include
railroad unemployment and sickness benefits. (7-1-93)

e A’ sHf-employed individua may deduct premiums paid for Worker's Compensation Insurance. Worker's
compensation means Workmen's Compensation, as defined in Section 41-506(d), Idaho Code. Premiums paid to secure Worker's
Compensetion insurance are those security payments, as provided by Section 72-301, Idaho Code. A sdf-employed individud is

defined in Section401(c)(l), Internal Revenue Code. (7-1-93)
07. Miscellaneous Provisions. (6-23-94)
a Federd incometax shall not be alowed as adeduction. (7-1-93)
b. The depletion dlowancefor dl taxpayersisthe same asthe dlowance for federal income tax purpo;a? -

Net Income of Edtates and Trusis Section 63-3022, 1daho Code, and these rules shall be gpplied to adjudt net
income of estatesandtrustsfor Idaho incometax purpases. Section 63-3022, |daho Code, and theserules shdl be gpplied to adjust net
income didtributed to beneficiaries of trusts or edates. If anonresident beneficiary of an estate or trust is not required to file because
his total 1daho income is less than the amount pecified in Section 63--3030, Idaho Code, and Idaho Income Tax Adminidraive
Subsaction 097.06, the estate or trust will not be required to include thet beneficiary’sincome in the computation of tax due nor will it
be required to pay the Permanent Building Fund Tax on such beneficiary's behalf.

(6-23-94)

d. Nonresident Shareholders of S Corporations or Nonresident Partners of Partnerships. An entity which has
income from Idaho sources and which has dected to file federd income tax returns pursuant to Subchepter S Sections 1361-1379,
Interna Revenue Code, or Subchapter K Sections 701761, Internd Revenue Code, shdll file1dahoincome tax returns as required
by Section 63-3030(a)(4) and (9), Idaho Code, and Idaho Income Tax Administrative Subsection 97.06. Nonresident
shareholdersof S corporations or partners of partnershipswith |daho income are deemed to have Idaho source income. Reasonable
compensation paid to nonresident shareholders or partners for persond sarvices performed outsde the sate of [daho shdl not be
included asincome earned from | daho sources. Dividends paid and other income reportableby shareholdersor partnersfor federd tax
purposes are income from Idaho sources. The Idaho income shall be determined by applying the corporation’s or partnership's
I daho gpportionment factor as computed pursuant to Section 63-3027, 1daho Code, and | daho Income Tax Administrative Rules 032
through 078. Thefactor shall be applied to the tota income repartable on the sharehol der's or partner'sfederd return as adjusted to
exclude reasonable compensation paid to the nonresident shareholder or partner for persona services performed outsdethe Sate of
Idaho. The resuiting amount must be induded on the shareholder's or partner'sindividua |daho nonresdent return as Idaho taxable
income, together with any other 1daho income earned by the shareholder or partner. When nonresident shareholders or partners,
who areindividuas, do not file Idaho incometax returns, the S corporation or partnership shell report theincometo Idaho, be taxed
at the corporate rate of eight percent (8.0%), and be liable for the Permanent Building Fund Tax for each such shareholder or
partner required to file. If anonresident shareholder of an S corporation or partner of apartnershipis not required to file because
his total 1daho incomeis less than the amount specified in Section 63-3030, 1daho Code, and Idaho Income Tax Administrative
Subsection 97.06, the S corporation or partnership will not be required to include that shareholder's or partner'sincomein the
computation of tax due nor will it be required to pay the Permanent Building Fund Tax on such shareholder'sor partner'sbehdf.

(6-2399)

e S Corporaionswill betaxed a the corporate rate of e@ght percent (8.0%) upon amounts taxable a the corporate

level under subchapter S, Internal Revenue Code. (7-1-93)
020. DEDUCTIONS OF CERTAIN RETIREMENT BENEFITS (Rule 020).

0L Nonqualifying Persons. (7-1-93)

a Thissubsection isnat gpplicableto personswho are nonresidents or part-year resdents of the gate of Id(a7h(])-. )
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b. Retired divil service employees; retired policemen, retired firemen, and retired members of the U.S. Military
Searviceswho are under age Sixty-two (62) do not qudlify. (7-1-93)

C. No assgnment or other function of law may quaify aperson for thisdeduction. Example: A sixty (60) year old
civil sarviceretiree married to asixty-9x (66) year old spousewhoisnot acivil serviceretireewould not qualify for the exclusion.
(7-1-93)

02. Quadifying Persons. (7-1-93)

a Only aresident who has attained age sixty-five (65), or has attained age sixty-two (62) and is classfied as
disabled and who is the retiree who earned or otherwise qudifies for the retirement benefit set forth in Section 63-3022A, 1daho
Code, may be digible for this deduction. (7-1-93)

b. Unremarried widows of retired civil service employees, retired policemen, retired firemen, and retired
members of the U.S. Military Services who are themsdlves age sixty-five (65) or older, or are age Sxty-two (62) and disabled, are
digiblefor the exemptionalowed by this section, even though the deceased spouse was not himsdlf digible at thetime of his desth.
Disabled persons, for purposes of this section, are those personswho retired and receive pensions under adisability provision.

(7-1-93

03. Deduction Amounts. The Commission shall determine each calendar year the amounts to be deducted from
grossincomeand shal publish such amountsin theingructionsfor preparing incometax returns. (7-1-93

021. INSULATION OF RESIDENCE (Rule 021).

oL Authorized Persons. The deduction authorized by Section 63-3022B, Idaho Code, gpplies only to individuds
and not to corporations, partnerships, estatesor trudts It aso appliesonly tothe resdence of anindividud taxpayer and doesnot gpply to
housing rented to others (7-1-93)

02. Additiond Insulation. The deduction may be taken for additiond insulation.instaled in aresdence, or existing
addition to theresidence but may not be teken for insulaion to replace exiting insulation. (7-1-93)

03. Quadifying Date. The deduction is applicable to income tax filings for years which begin on and after
January 1, 1976, and the insulation must be ingtalled in a residence or addition to the residence which existed on that date as
defined in the Satute. A residence or addition to the residence constructed after January 1,1976, does not qualify (7-1-93)

04. Types of Insulaion. In addition to the fiberglass insulation indicated in the statute, other types may dso
qudify. Some examples are: rockwool, urethane foam, polyurethane foam, styrofoam, and calcium silicate. (7-1-93)

05. Siding. Siding commonly installed in residential property for the sake of appearance is not
considered to be within the meaning of the statute. This interpretation rules out siding of aluminum, steel, wood, stone,
brick, asbestos shingles, stucco, and other smilar products. If alayer of insulation is placed beneath siding that would not qualify,
the layer of insulation would be deductible. There are some types of siding which consist of an outer shell for protection
againg the weather and an inner layer of insulating materials; Sding of thistype will NOT qualify under the Satute: Howevey, if
the cogt of the siding and the insulating materia are separately identified by the sdller, the cost of the insulating materia. will
quaify under the statute. (7-1-93)

022. ALTERNATIVE ENERGY DEVICES (Rule022).

01 Qualifying Persons and Structures. The deduction authorized by Section 63-3022C, 1daho Code, applies
only to individuals and not to corporations, partnerships, etates or trudts. It dso applies only to the residence of an individua
taxpayer and does not gpply to rental housing, unlessthe renter, rather than the owner, ingtalls and paysfor the device. (7-1-93)

02. Qualifying Date. The deduction may be taken only for installations completed or acquired after January
1, 1976, in existing residences and newly congtructed residences and applies to income tax filings for years beginning on and
after January 1, 1976. (7-1-93)

Page 15
1996 Archive



IDAHO ADMINISTRATIVE CODE IDAPA 35.01.01
Idaho Tax Commission Income Tax Administrative Rules

03. Converted Rental Units. If an alternative energy device is installed in a rental unit which is
subsequently used by the owner as his primary residence or is purchased by anindividua taxpayer who uses the property as
his primary residence, such subsequent owner resdent is entitled to the deduction. However, the amount of the deduction shall
be reduced by the total amount of depreciation which has been taken by al previous owners, and by the amount of investment
tax creditstaken, if any. (7-1-93)

04. Unused Allowable Deduction. An individual taxpayer who purchases a primary residence in Idaho served
by an dternetive energy device for which none or less then al of the total deduction alowable has been taken may take the
deduction specified in the act or the unused balance of the deduction. Any unused allowable deduction will be prorated between
the buyer and the seller based on the fractiona part of the year that each had ownership of the resdence. Assuming the title
passes from the sdller to the buyer in May, the seller would be entitled to thirty-three percent (33%) (120/365) of the deduction
and the buyer would be entitled to sixty-seven percent (67%) (245/365) of the deduction. No more than a five thousand dollar
($5,000) deduction may be prorated in any oneyear. (7-1-93)

05. Air-to-Air.Heat Pumps. The deduction does not apply to an air-to-air heat pump. (7-1-93)

06. Fireplaces. The deduction applies to awood burning fireplace which has ameta hest exchanger, control
doors and a regulated draft. Unless the fireplace has dl three (3) of these accessories, the indalation does not qudify. In
addition, thefireplace must heat a substantia portion of the resdence in order to qualify. The deduction aso appliesto astove
which has control doors and a regulated draft and burns wood or wood products to provide gpace hegting to a place of

residence (7-1-93)
07. Common Didiribution System. (7-1-93)
a If the dternaive energy device is dependent upon and a part of a common digtribution system such as a

common solar collector facility or a common pipeline which distributes geothermally heated water, such a common
system shd| be consdered to be an dternative energy deviceif such common systemis owned by the users of the facility.
(7-1-93)

b. For purposes of determining the amount of the deduction alowable by this section, each common owner
shall have the right to claim the cost of that portion of the aternative energy system owned solely by such owner which
sarves only hisresidence, plus the owner's pro rata share of the costsof installation of the common system. Such pro rata
share of the cost shall be the actual cost charged to the residential owner for the common system if such costs are all ocated
by any method which is reasonably related to the actual cost of providing the aternative energy to the various residential
owners. (7-1-93)

C. The person or persons developing such common system should provide a statement to all such common
owners setting out their alocable cost of the common system. If no such statement is provided, the common owners may agree
among themselves asto areasonable al ocation. Such asituation may-occur, for example, where adevel oper devel ops amulti-

unit residential development and sells the units without all ocating the costs of the common system. (7-1-93)
d. If the owners of the units are unable to determine a reasonable alocation, they may petition the State
Tax Commission to make the determination. (7-1-93)

023. HOUSEHOL D AND DEPENDENT CARE SERVICES (Rule 023).

01 Household and Dependent Care Expenses. Section 21, Internd Revenue Code, provides for a direct credit
againg tax of a percentage of the authorized expenses incurred for care of smdl children and disabled spouses; parents, and
older children. The alowable household and day care service expense shall be deducted from adjusted grass income in
arriving et taxableincome. The provisons of the Federal Code are to be followed to determine what dependents can qualify, the
maximum alowable expenses and the payeeswho qudlify. (7-1-93)

02. Supplemental Young Child Credit. Section 32, Internal Revenue Code, provides for a Supplemental
Young Child Credit. If ataxpayer usesthisfederal credit, the child for which the credit is claimed is not aquaifying dependent
for purposes of the Federad Child and Dependent Care Credit. Under Section 129, Internal Revenue Code, such child is not a
qualifying dependent for the federa excluson of employer-provided dependent care benefits. These federd disallowance
provisions do not gpply to the Idaho return. If the child for which the federa Supplemental Young Child Credit is claimed
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otherwise qualifies, the child continues to qualify for this Idaho deduction and for the excluson of employer-provided
dependent care benefits (7-1-93)

024. ADDITIONAL HOUSEHOLD DEDUCTION FOR ELDERLY OR DEVELOPMENTALLY DISABLED
DEPENDENTS (Rule 024).

01. Developmentally disabled, for purposes of this subsection, means a chronic disability of a person which:
(7-1-93)

a Is attributable to an impairment, such as mentd retardation, cerebral palsy, epilepsy, autism, or other
condition found to be closdly related to or Smilar to one of these impairments that requires Smilar trestment or services, or is
attributable to dyslexia resulting from such impairment; and (7-1-93)

b. Resultsin substantia functiond limitetionsin three (3) or more of the following aress of mgjor life activity:
sdlf-care, receptive and expressive language, learning, mobility, self-direction, capacity for independent living, or
economic self-sufficiency; and (7-1-93)

(o Reflects the need for a combination and sequence of specid, interdisciplinary or generic care, treatment
or other serviceswhich are of lifdlong or extended duration and individualy planned and coordinated. (7-1-93)

02. Immediate Member of Family. The term immediate family member shall include only such
dependentsas are defined in ISTC 19 of these rules. (7-1-93)

03. Fractions of Years. If aperson qualifiesfor the additional deduction for elderly or developmentally disabled
immediate family member but livesin the household for lessthan afull yeer, the deduction shdl be prorated on amonthly basis,
eg., (/12 x $1,000) for one month's residence. A fraction of acaendar month exceeding fifteen (15) days shdl be treasted asa
full month. (7-1-93)

4. Age & Onstt of Disahility Ignored: The additiond deduction for a developmentdly dissbled person may be
damed regardless of the age of theimmediate family member at thetime of thedisshility. (7-1-93)

025. IDAHO CAPITAL GAIN (Rule025).
For purposes of the Idaho capitd gain deduction, net capitd gain is defined as gains on 'sdes of property identified in Section 63-
3022H(2), 1daho Code, however, such gain shal not exceed the net capitd gains as defined by the I nternd Revenue Code (7-1-3)

0L Deduction. The amount subject to the deduction shall be further limited to exclude that portion of net capitd
gainstreated as ordinary income by the Internd Revenue Code. (7-1-93)

02. Losses. Lossss from property not digible for the cgpital gain deduction shdl not reduce gains from digible
property for purposes of computing the deduction, except asprovided by Subsection 024.03 of thisrule. (7193

a Example: During the year, a taxpayer sdis two (2) parcds of Idaho red property which have been held the
minimum of five (5) years. Parcd A with an adjusted basis of five thousand dallars ($5,000) is sold for ten thousand dollars
($20,000), resulting in a capitd gain of five thousand dollars ($5,000). Parcdl B with an adjusted basis of ten thousend dollars
($20,000) issold for saven thousand five hundred dollars ($7,500), resulting in aloss of two thousand five hundred dollars ($2,500).
The gain and loss together result in an Idaho net capital gain of two thousand five hundred dollars ($2,500) subject to the Sixty
percent (60%o) deduction of one thousand five hundred dollars ($1,500). (7-1-93)

b. Example During the year, the taxpayer sdlls |daho red property which has been held the minimum of five (5)
years. The property with an adjusted basis of twenty thousend dollars ($20,000) sdlisfor forty thousand dollars ($40,000). Theresult
isan |daho long-term capitd gain of twenty thousand dollars ($20,000). Thetaxpayer also sells shares of stock with abasisof five
thousand dollars ($5,000) for two thousand five hundred dollars ($2,500), resulting in a loss of two thousand five hundred
dollars ($2,500). The red property held five (5) years qudifies for capitd gain deduction. The loss on the sde of stock does not
reducethe gainsfrom digible property for purposes of computing the deduction. The taxpayer has atwenty thousand dallar ($20,000)
gain subject to the sixty percent (60%) Idaho capita gain deduction of twelve thousand dallars ($12,000). (7-1-93)

03. Capital Gain Income. The ldaho capita gain deduction shdl not exceed net capita gain incomeincuded in
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adjusted grossincome. Example: During the year, ataxpayer sdls|daho red property which has been held the minimum of five (5)
years. The property, with an adjusted bass of five thousand dollars ($5,000), sdllsfor ten thousand dollars ($10,000). Theresultisan
Idaho long-term capital gain of five thousand dollars ($5,000). The taxpayer dso sdlls shares of stock with abasis of ten thousand
dollars ($10,000) for seven thousand five hundred dollars ($7,500), resuiting in aloss of two thousand five hundred dollars ($2,500).
Since the net capitd gain income induded in adjusted grossincome is two thousand five hundred dollars ($2,500), the taxpayer's
Idaho capital gain deduction is limited to two thousand five hundred dollars ($2,500), NOT sixty percent (60%) of the gain from

the digible property (7-1-93)
04 Eligible Property Includes: (7-1-93)
a Idaho red property held by the taxpayer for aminimum of five (5) yearsat thedate of e (7-1-93)
b. Tangible persona property used by a revenue-producing enterprise, as defined in Section 63- 3029E, Idaho

Code The tangible persond property must have been used in the revenue-producing enterprise in Idaho at the date of sde and must
have been hdd for the period required for long-term capita gain or loss as defined in Section 1222(3) and (4), Interna Revenue
Code. Property used in an Idaho business or which has a business situs in Idaho will be deemed dligible property. For property
acquired before January 1, 1988, the holding period is six (6) months. For property acquired after December 31, 1987, the holding
periodisone(l) yesr; (7-1-93)

C. Cattle or horses held for breeding, dreft, dairy, or sporting purposes in Idaho, by the taxpayer, for a period of
twenty-four (24) months or more from the date of acquisition to the date of sde. To qualify for the deduction, the individua
must have received one-hdf (1/2) of hisgrossincome from |daho farmingor ranching operations; (7-1-93)

d. Breeding livestock, other than cattle or horses, held by the taxpayer in Idaho, for a period of twelve (12)
months or more from the date of acquisition to the date of sde. To qualify for the deduction, the individua must have received
one-hdf (1/2) of his grossincome from ldaho farming or ranching operetions,; (7-1-93)

e Capitd gains from the sdes of timber held by the owner for a period of twenty-four (24) months or more
from the date of acquisition to the date of sale shall include: The sale of standing timber held asinvestment property whichis
a capitd asset under Section 1221, Internd Revenue Code; tregting the cutting of timber as‘a sde or exchange pursuant to
Section 631 (a), Internal Revenue Code; and disposal of timber with aretained economic interest pursuant to Section 631
(b), Internal Revenue Code. (7-1-93)

05. Holding Periods. To qualify for the capital gains deduction, eligible property must be held for specific
time periods. The holding periods for Idaho purposes will generdly follow the definitions provided by the Section 1223,
Internal Revenue Code. (7-1-93)

a Property Acquired in a Tax-free Exchange. The holding period of the property given up is added onto the
holding period of the property received, regardless of the location of the property given up. (7-1-93)

b. Partnership Property. A partner's holding period of partnership assets includes the partnership's holding
period, limited to the partnership interest held by the partner for the holding period required in Subsection 025.04. (7-1-93)

Example: A partnership sells Idaho red property which it held for ten (10) years. The two (2) equal. partners
have held the| r equa partnership sharesfor ten (10) years. Each partner's one-half (1/2) of the partnership'sgainis digible for
the capita gain deduction. (7-1-93)

d. Example: A partnership sdls Idaho red property which it held for ten (10) years. One of the equal partners
has held his one-hdf (1/2) interest in the partnership for ten (10) years. This partner's one-hdf (1/2) share of the partnership's
ganisdigiblefor the capital gain deduction. The other partner acquired one-fourth (1/4) interest ten (10) years ago and acquired
the other one-fourth (1/4) interest three (3) years ago. Since this partner did not hold his entire one-haf (1/2) partnership interest
for therequired holding period, his share of the partnership'sgain digiblefor the capital gain deduction islimited to one-fourth
(14). (7-1-93)

e Residentid Property. The holding period includes the period for which an old residence was held if the
residence was acquired under conditions which resulted in nonrecognition of gain on the sdle or exchange of the old residence
under Section 1034, Internal Revenue Code, regardless of the location of the old residence. (7-1-93)
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f. Reacquired Property. The holding period includes the period for which the property was held prior to the
origind sde from which the property was reacquired. The prior holding period is added onto the holding period after the
reacquisition. The holding period does not include the time after the property was sold to the purchaser and before it was
repossessed. |f improved property is repossessed to satisfy an obligation that arose from the sale of unimproved property, the

holding period for the improvements begins on the date of repossession. (7-1-93)
o} Involuntary Conversions The holding period of the origind property is added onto that of property acquired
to replace property lost or damaged where gain is not recogni zed. (7-1-93)

h. Inherited Property. The holding period of property acquired from a decedent includes the period held by
the decedent if the property wasincluded in the decedent's gross estate for federa estatetax purposes and theinheritor hasabasis
in the property which was determined by referencetoits vaue at the time of decedent's degth or aternate val uation date.

(7-1-93)

i Gifts. The period held by the donor is added to the done€'s holding period if the property has the same
basis to donee. (7-1-93)

06. Gains on Reacquisition. Where the sale of property gives rise to indebtedness secured by the property
sold and the seller reacquires the property in full or partial satisfaction of the indebtedness, the character of any gain on
reacquisition shl be determined under Section 1.1038-1, Treesury Regulaion. A gain on reacquisition which is characterized as
capitd gain shdl qudify for the ldaho capitd gain deduction. (7-1-93)

o7. Treatment of Net Capitdl Gainsfrom S Corporationsand Partnerships (7-1-93)

a Property described in Subsection 025.04, held by S corporations and partnerships shdl be digible for 1daho
cgpitd gain trestment. The amount of gain or loss shal be computed by the S corporation or partnership. The deduction shdl be
claimed on thereturn of the shareholder or partner. (7-1-93)

b. Partnershipsand S corporations subject to incometax under Section 63-3022(k), Idaho Code, shdll not be dlowed
any capital gain deduction. (7-1-93)

C. To bealowed an Idaho capita gain deduction onthe sale of digible property owned by an S corporation or
partnership, theindividua shareholder or partner must have held the S corporation or partnership interest for the holding period
and meet any income limitations specified in Subsection 025.04, for that type of property (7-1-93)

d. Nonresident shareholders and partners, of 'S corporations and partnerships required to dlocate and gpportion
income as st forth in Section 63-3027, 1daho Code, shdll computetheir |daho net capital gain deduction ontheir ownership percentages
of that portion of the qudifying net capital gainsdlocated and gpportionedto ldaho. (7-1-93)

e Example XYZ Farms, amulti-gate partnership, sold aparcd of Idaho farmland purchased seven (7) years ago.
The sixty thousand dollar ($60,000) gain is determined to be busnessincome and is indluded in income gpportionable to |daho. The
partnership has a seventy-five percent (75%) ldaho gpportionment factor. The three(3) nonresdent partners share equdly in the

partnership. Each partner may diaim an Idaho capitd gain deduction of ninethousand dollars ($9,000). (7-1-93)
Gain Apportioned to Ideho ($60,000 x 75 %)= $45,000 (7-1-93)
Each Nonresident Partner's Share Apportioned to Idaho ($45,000 x 1/3)=$15,000 (7-1-93)
Each Nonresident Partner's1daho Capitd Gain Deduction ($15,000 x 60%)= $9,000 (7-1- %)
f. Example: XY Z Farms, a multi-state partnership, sold aparcel of Idaho real estate held for investment for

the past seven (7) years. The sixty thousand dollar ($60,000) gain is determined to be nonbusiness income and is dlocated to
Idaho. Thethree (3) nonresident partners share equally in the partnership. Each partner may daim an Idaho capital gain deduction
of twelve thousand dallars ($12,000). (7-1-93)

Gain Allocated to Idaho ($60,000 x 100%)= $60,000 (7-1-93)
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Each Nonresident Partner's Share Allocated to | daho ($60,000 x 1/3)= $20,000 (7-1-93)
Each Nonresident Partner's Idaho Capital Gain Deduction ($20,000 x 60%) = $ 12,000 (7-1-93)

026. BUSINESSSITUS(Rule026).

01. Business Situs. Except where the only activity in Idaho is the solicitation of orders for sales of tangible
persona property protected under Public Law 86-272, 15 U.S.C. Section 381, business situs for any nonresident person and all
corporationswill beestablished if: (7-1-93)

a There is any business property owned or leased or business facilities operated within this state, induding the
managementt of, or furnishing sarvicesfor, any subgdiary corporation operating within this state by any parent corporation or any other
related corporation. Busness situsis not acquired where the only contact with Idaho is asalessor under asafe harbor leese Theterm

operty, asused herein, indudesdl red property Stuated within the boundaries of 1daho. It dsoindludesdl tangible persona property
stored within Idaho for sdeinthe ordinary course of business, or operated or used within the boundaries of Idaho; or ~ (7-1-93)

b. Business is carried on within this state by: Employees, agents or other representatives including
independent contractors; a subsidiary; aperson engaged in farming within I daho; a person within the sate either asaresident or
commuter working for salary or wages, a member of a partnership or joint venture which transacts business within the
date; a shareholder of an S corporation with 1daho income; a person who is the beneficiary of any estate or trust, including a
nonresident beneficiary of an Idaho trust or estate; or an individua whose post of duty islocated in Idaho; or (7-1-93)

C. Professiona consultations or services are performed in Idaho; any Idaho based property, product, or
facility is serviced or repaired; Idaho business property or facilities are purchased or sold; franchise or royaty income is
received from an |daho source; or (7-1-93)

d. Ordersare delivered by ddlivery equipment owned by the businessregardless of wherethe order is accepted
or where the contract of sdeis entered into; or (7-1-93)

e Thereisany other activity from which any |daho incomeisreceived, redized, or derived. (7-1-93)

02. Qualified to do Business. The fact that a person has or has not qualified to do business in Idaho shdl
have no effect upon the establishment of business situs for income tax purposes. (7-1-93)

03. Income from Real Estate Sales. Personswho sell real estate located inddaho thereby establish abusiness

situsand are required to report any gains asincomein Idaho. Effective for tax years beginning on or after January 1, 1991, if a
gain is reported by the installment method, gain and interest are reportable to 1daho for each year in which collections are
received. (7-1-93)

04. Partners and Partnerships. A partnership must engage in one of the above activities before it will be
considered as transacting business within Idaho. The mere presence of a partner within the state does not subject dl the
partners to Idaho taxation. For example, an investment club operated as a partnership with one Idaho partner and partnersin
Utah and Nevadawould not cregte | daho income to the nonresident partnersif all the income consisted of interest, dividends, or
cgpita gains generated in the stock market. Thisistrue even though the Idaho partner manages dl the investments. On the other
hand, income from amountsinvested in |daho rental property would subject al the partnersto |daho taxation. (7-1-93)

05. Income Soldly from Dividends and Interest. Income derived soldly from interest or dividends from Idaho
sources is not sufficient to establish tax situs. The term dividend, for this purpose, includes both ordinary and capita gain
dividends. A nonresident is not taxable on interest received from an | daho-based savings account, unless coupled with another
activity which creates atax situs. Residents are taxable on interest received from al sources, both in-state and out-of-state.

(7-1-93)

06. Multi-state Businesses. Multi-state businesses including corporations which have a business situs within

this ate are taxed in accordance with the rules set forth in Section 63-3027, Idaho Code (7-1-93)
07. Nonresident Beneficiary of an Idaho Trust or Estate. If a nonresident beneficiary receives income, other
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than dividends or interest, from an Idaho trust or estate, the nonresident beneficiary has 1daho situs. (7-1-93)

a As used in this subsection, the term income includes any amounts includable in gross income as
determined pursuant to Sections 652,662, or 668, Internal Revenue Code. (7-1-93)

b. For purposes of this subsection, any amount excluded from the grossincome of a beneficiary under Section
663(a)(l), Internal Revenue Code, shall be treated as property acquired by gift, bequest, devise, or inheritance.
(7-1-93)

027. GROCERY CREDIT (Rule027).

01. Resdents. The credits for resdents amount to fifteen dollars ($15) per person, thirty dollars ($30) for those
sixty-five (65) and older, and are dlowed on individua income tax returnsto residents who are required to file returns and will
sarveto offset, inwhole or in part, the taxpayer'sincometax liability. Any part of the credits which arenot so utilized will be
paid to the taxpayer asarefund on hisincome tax return. (7-1-93)

02. Part-year Residents. Part-year residents are entitled to the appropriate credit, prorated for the number of
months the taxpayer resided in the state. Part-year resdents are not entitled to a refund of the unused credit. See 1977 Sesson
Laws Chapter 89. (7-1-93)

03. Low Income Persons. Certain low-income persons who are not required to file income tax returns are digible
for the creditswhich will be paid to them on gpproved dlaims. Claimsfor refund of credits are to be filed with the Commission onor
before April 15 each year. No credit shall be refunded three (3) years fter the due date of the dlaim for refund of unused credit. Persons

digibleare defined in the gatute asresdentswho are: (7-1-93)
a Senior Citizens, persons age Sixty-five (65) or-older; (7-1-93)
b. Personsof ages Sixty-two (62), Sixty-three (63) or sixty-four (64); (7-1-93)
C. Dissled Veterans, or (7-1-93)
d Blind persons (7-1-%3
04. Age A personisconsidered to have attained age Sixty-five (65) onthe day before his sixty-fifth (65th) t&rtfl‘nda)g

05. Armed Forces. Members of the Armed Forces of the United Sateswho are residents of 1daho areentitled to the
appropriate credit. Members of the Armed Forces of the United Sates, who are nonresidents by virtue of the Soldiers and Sailors
Civil Rdief Act, arenot entitled to this credit. (7-1-93)

06. Spouse and Dependerts of Military Person. The spouse and dependents of a military person; with a home of
record outside Idaho and in 1daho solely by reason of compliance with military or nava orders, may be ldaho residents or part-

year resdents. To dlaim the grocery credit for the nonmilitary spouse and dependentswho haveresided in |daho during the year, the
taxpayers must medt the requirement to file an 1daho income tax return and report the number of monthslived in Idaho: Theresidence
of the dependent children will be presumed to bethat of the nonmilitary spouse. (7-1-93)

07. Nonresdents. Nonresidents are not entitled to any of the credits. Even though the individual may have been
employed in Idaho for the entire year, he is not entitled to acredit unlessheisaresident or part-year resdent. (7-1-93)

028. GASOHOL TAX CREDIT (Rule 028).

0L Quadifications. Section 63-3025, Idaho Code, providesatax credit based upon thevaue of persond property used
or congtructed for manufacturing ethanol alcohol for use as ablend in gasohal. The ethanal acohol must be manufactured in the
state of Idaho from agriculturd or forest products grownin the state of |daho or wastes of such products. (71193

02. Vadue The vdue of pertinent persond property or improvements upon which the tax credit is based shall be the
origina cost basisfor depreciation purposes as dlowed or dlowable on taxpayers federa income tax returns under the Internal
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Revenue Code. Thus, the amount of credit allowable will not be affected even if no depreciable basisremainsin the property. If
the cogt badi's cannot be used to determine vaue because the property was acquired by gift, inheritance, exchange or by some
other method, the basis allowed for federa income tax purposes will be dlowed for sate purposesin determiningvdue.  (7-1-93)

03. Limitations. The credit shdl belimited asfollows: (7-1-93)
a Theannud credit isa percentage of the gross value of ethanol acohol produced during the year. Grossvaueis
defined asthe value a which the ethanol was sold or could have been s0ld, if it washdd ininventory; (7-1-93
b. The annual gasohal tax crediit dlowed in any tax year may not excead the taxpayer's |daho income tax as
determined after any applicable nonrefundable creditswhich have priority over thiscredit. See|STC Rule 096; (7-1-93)
C. If the tax liability is absorbed by this and any one or more of the nonrefundable credits which have priority
over this credit, any unused portion of this credit will be lost. (7-1-93)

04. Flow-through of Credit. If the credit authorized by this subsection is earned by a partnership, S
corporation, estate, or trust, the credit may be claimed by individua partners, shareholders or beneficiaries of the entity that
earned the credit. The credit should be claimed on the taxpayer's individua tax return and may not exceed the limitations

discussed in Subsection 028.03, above. (7-1-93)
a In the case of a Scorporation, thetota credit should flow through to the shareholdersin the same ratio as
income or lossis attributed. (7-1-93)
b. In the case of a partnership, thetotal credit shal flow through to the partners based upon each partner's
digtributive share of profits or |asses as reported on the partnership return. (7-1-93)
C. In the case of ‘an estate or trust, the credit shall flow: through to beneficiaries in the same ratio that income
or lossis distributed to beneficiaries. (7-1-93)

029. TAX ON CORPORATE INCOME (Rule 029).

01. Multi-state Corporations. Under the Multi-state Compact, multi-state corporations doing business within
Idaho may elect for taxable years beginning after April 7, 1968, to betaxed under the provisions of this Act or under the Multi-
state Compact, Interstate Compact, Sections 63-3701 through 63-3707, Idaho Code. Pursuant to the provisions of Section 63-

3702, 1daho Code, every multi-state taxpayer required to fileareturnin |daho: (7-1-93)
a Whose only activities within Idaho consist of saes; (7-1-93)
b. Who does not own or rent red estate or tangible persond property located in 1daho; and (7-1-93)
C. Whose dollar volume of gross sales made within this state during the tax year-is not in excess of one

hundred thousand dollars ($100,000); may elect to report income and pay tax to the state of Idaho at the rate of one percent
(1%) of the dollar volume of the gross sales within Idaho. The election to report and pay income tax under this section is
filed by filing awritten statement of the el ection with the return when it isfiled. The election must affirmatively state each of
the elements required to qualify for the election. The return must include such additiona schedules asare necessary to show
the computation of the tax due. (7-1-93)

02. Federd Taxes Not Deductible. For al tax years commencing on or after January 1, 1965, federd income
taxes are not alowed as a deduction on Idaho state tax returns. Federd income taxes means al tax imposed pursuant to
Chapter One, Internal Revenue Code, including but not limited to, the minimum tax on certain tax preference items
imposed by Section 56, Internal Revenue Code. (7-1-93)

03. Excise Tax. All corporations excluded from the tax on corporate income imposed by Section 63- 3025A,
Idaho Code, are subject to the excise tax imposed by Section 63-3025, Idaho Code. No corporation which is subject to the
excise tax imposed by Section 63-3025, |daho Code, is subject to the tax on corporate income imposed by Section 63-3025A,
Idaho Code. (7-1-93)
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04. Minimum Tax. The minimum tax of twenty dollars ($20) is required for nameholder or inactive
corporations which are authorized to do businessin Idaho, other than nonproductive mining corporations, even though no
Idaho business activity is conducted during the taxable year. The twenty dollar ($20) minimum tax should be paid with Idaho
Form 41 or, if applicable, 41S. Those inactive or nameholder corporations filing Form 41 to pay the twenty dollar ($20)
minimum tax will also be required to pay the additiona tax prescribed by Section 63-3082, Idaho Code. (7-1-93)

a A nonproductive mining corporation neither owns any producing mines nor is engaged in any business
other than mining. (7-1-93)

b. A corporation, otherwise qualifying as a nonproductive mining corporation, will be required to file and pay
tax if it receives any other income, (7-1-93)

030. DEDUCTION FOR DONATION OF TECHNOLOGICAL EQUIPMENT (Rule 030).

01. Deductions. A deduction will be allowed againgt 1daho taxable income for the fair market vaue of
technological equipment donated to public elementary or secondary schools, or public libraries or library districts located
within Idaho. (7-1-93)

a Amount of Deduction. The deduction shdl be the fair market vaue of the property donated limited to the
taxpayer's taxable income for the year. The donation will be allowed only to the extent that it reduces the taxpayer'staxable
incometo zero (0). Any amountswhich arenot al owable because of theincome limitation may not be deducted in any subsequent

year or carried back to any preceding year. Any amount not deductible in the year of the donation will be lost. (7-1-93)
b. Fair market vaue shall be determined by the provisions of Section 170, Internd Revenue Code. (7-1-93)
C. Qualified Donee. For the purposes of this deduction, a school is defined as a public elementary or public

secondary school located in 1daho and receiving funds pursuant to Chapter 10, Title 33, Idaho Code. Chapter 10, Title 33, Idaho
Code, refers to public schools which receive funds under the State Education Support program. Private schools and
ingtitutions of higher education do not qualify. (7-1-93)

02. Flow-Through of Deduction. If the deduction ‘authorized by this subsection is earned by a
partnership, S corporation, estate, or trust ‘the deduction may be claimed by individua partners, shareholders, or
beneficiaries of the entity that earned the deduction. The deduction should be claimed on the taxpayer's individud tax return and
may not exceed the limitations discussed in Subsection 030.01, above. (7-1-93)

a In the case of an S corporation, the total contribution shdl flow through to the shareholders in the same
ratio asincome or loss is attributed. If the S corporation paystax, i.e., for-anonresident shareholder who does not report that
income to Idaho, the S corporation will be allowed apro rata portion of the deduction. (7-1-93)

b. In the case of a partnership, the total contribution shall flow through to the partners based upon each
partner's distributive share of profits or losses as reported on the partnership return. (7-1-93)

C. In the case of an estate or trug, the contribution shall flow through to beneficiariesin the same ratio and only
to the extent that income or loss is distributed to beneficiaries. If no digtributions are made, the trust or estate is not alowed the
deduction. (7-1-93)

d. In no instance shdl the total deduction claimed by the partners, shareholders, or beneficiaries for
contributions made by a partnership, S corporation, estate, or trust exceed the income of the entity. making the
contribution. (7-1-93)

031. (RESERVED).

032. SCORPORATIONSAND PARTNERSHIPS OPERATING IN MORE THAN ONE STATE. (Rule 032).
While Section 63-3027, Idaho Code, and Idaho Income Tax Administrative Rules 033 through 078 thereunder are concerned
primarily with C corporations operating in more than one state, the basic principles of allocation and apportionment of
income aso apply to corporations which file income tax returns pursuant to Subchapter S of the Internad Revenue Code and to
partnerships and joint ventures which operate in more than one sate. (8-24-94)
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033. TAXPAYER OPTION AND ELECTION (Rule033).

Any taxpayer, as defined by |STC 40, subject to Idaho income tax whose income is subject to apportionment and alocation
may elect to apportion and alocate hisincome as provided by Section 63-3027, 1daho Code, or as provided by Sections 63-3701,
Idaho Code, Articlellll, par. 2, and Section 63-3702, 1daho Code. The election by the taxpayer to file under Sections 63-3701
and 63-3702; 1daho Code, must be affirmatively declared on the income tax return filed for each year. If no dection is
affirmatively declared, the taxpayer will be deemed to have filed under Section 63-3027, I1daho Code. Such dection may not be
changed for ataxableyear after thereturn for that year has been filed. (7-1-93)

034. PROL OGUE (Rule 034).

Thefdllowing rulesareintended to st forth the gpplication of the goportionment and dlocation provisons of Section 63-3027, 1daho
Code, and Article IV of the Multi-state Tax Compact, Section 63-3701, Idaho Code. The gpportionment and dlocation rules
<t forth in these rules are gpplicable to any taxpayer conducting business within and without this state and having taxable income as
defined in Section 63-3022, |daho Code, and ISTC 19. The only exceptions to these dlocation and gpportionment rules contained in
theserulesarethose st forth in ISTC 66 through 75 pursuant to the authority of Section 63-3027(r) and (t), Idaho Code, and Artidel V.
18 of the Compect. (7-1-93)

035. BUSINESSINCOME (Rule035).

01. In General. Sections 63-3027(a)(l). and 63-3701, Article IV.1.(a), Idaho Code, define business income as
income aising from transactions and-activity in the regular course of the taxpayer's trade or business and indudes income from
tangible and intangible property if the acquistion, management, or digposition of the property condtitute integrd parts of the
taxpayer's regular trade or business operations. All transactions and activities of the taxpayer which are dependent upon or
contribute to the operation of the taxpayer's economic enterprise as awhole condtitute the taxpayer's trade or business and will be
transactions and activity arising in the regular course of, and will ‘congtitute integrd parts of a trade or business. In essence, all
income which arises from the conduct of trade or business operations of a taxpayer is busness income For purposes of
adminigtration of Sections 63-3027 and 63- 3701, Article 1V, Idaho Code, the income of the taxpayer is business income
unless clearly classifiable as nonbusnessincome. (6-2399)

02. Classfication of Income. The classfication of income by the labels occasondly used, such as
manufacturing income, compensation for services, sdes income, interest, dividends, rents, roydties, gains, operation income, non-
operating income, etc., isof no ad in determining whether income isbusiness or nonbusiness income. Income of any type or class
and from any source is business income if it arises from transactions and activity occurring in the regular course of atrade or
business. Because of theregularity with which most corporate taxpayersengage ininvestment activities, because the source of capital
for such invesments arisesin the ordinary course of ataxpayer's business, because the income from such investmentsis utilized in
the ordinary course of thetaxpayer's busness and because suchinvestment assets are used for generd credit purposes, incomearising
from the ownership or sale or other digposition of such investmentsis presumptively businessincome. Such presumption may only
be rebutted if the taxpayer can prove that such invesment is an ingignificant, irregular and unusua source of income. Accordingly,
the criticd dement in determining whether income is business income or nonbusiness income is the identification of the
transactionsand activity which are the d ements of aparticular trade or business. See ldaho Income Tax Administrative Rule 038
for more specific examples of the classfication of income as business or nonbusiness income;-see ldaho Income Tax
Adminigtrative Rules 037 and 042 for further explanation of what congtitutes atrade or business: Dividends and other items of
intangibleincome, to the extent thet they condtitute businessincome received from companieswhich arenct ind uded in the combined
report, must beinduded inincome subject to gpportionment. However, to the extent that dividendsreceived are paid from prior year
earnings of the payor, which earnings were included in income subject to gpportionment in Idaho, there will-be dlowed a dividend
deduction from the current yeer gpportionment base of businessincome and factor adjustmentsif needed. Thefederd rules under Part
I, Subchapter C, Internal Revenue Code, will be applied in the determination of the taxable year in which the earnings and profits
used to pay the dividend were earned. It will be the taxpayer's reoonsihility to prove thet the dividend received, or a portion thereof,
was previoudy induded in |daho apportionableincome. (6-23-99)

036. NONBUSINESSINCOME DEFINED (Rule 036).

01 Nonbusiness Income. Section 63-3027(a)(4), 1daho Code, defines nonbusinessincome asall income other
than business income. All deductions relating to the production of nonbusiness income must be alocated together with the
income produced. Any alowable deduction that is applicable both to business and nonbusinessincome of the taxpayer shdl be
prorated to those dasses of income in determining income subject to tax. The taxpayer shal be congistent in the proration of such
deduction or deductionsin filing return or reportsto al incometax statesto which thetaxpayer reports (7-1-93)
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02. Allocated to 1daho. Nonbusinessincome, net of interest and other related expense offsets whichisatributableto
|daho will bedlocated to Idaho. (7-1-93)

03. Allocated to Other States. Nonbusiness income, together with interest and other related expense offsets, will
be dlocated to other statesif it isnot attributable to [daho (7-1-93)

037. TWO (2) OR MORE BUSINESSES OF A SINGL E TAXPAYER (Rule 037).

Ol Apportionment. All income of ataxpayer must be reported and gpportioned even though only one (1), or lessthan
dl, of the taxpayer's busness divisons operated within the state of 1daho during the taxable year. The gpportionment formula cannot

properly be gpplied separately to divisons or departments of asingletaxpayer. (7-1-93)

02. Single Trade or Business. The determination of whether the activities of the taxpayer conditute asingle trade
or business or more than one (1) trade or business will turn on the factsin each case. In generd, the activities of the taxpayer will
be consdered asngle businessiif there is evidence to indicate that the ssgments under congderation are integrated with, dependent
upon or contribute to each other and the operations of the taxpayer asawhole. Thefollowing fectorsare considered to begood indicia
of asingletrade or business, and the presence of any of these factors creates a srong presumption that the adtivities of the taxpayer
congitute asingletrade or business (713

a SameTypeof Business. A taxpayer isgeneraly engaged in asingletrade or busnesswhendl of itsactivitiesare
inthe same generd line. For example, ataxpayer which operates achain of retall grocery storeswill amost always be engaged in a
sngletrade or business. (7-1-93)

b. SepsinaVatica Process A taxpayer is dmost dways engaged in a single trade or business when its various
divisions or segments are engaged in different stepsin alarge; vertically structured enterprise. For example, ataxpayer which
exploresfor and mines copper ores, concentrates, smdts and refinesthe copper ores; and fabri cates the refined copper into consumer
products is engaged in a single trade or business, regardiess of the fact that the various steps in the process are operated
substantialy, independently of each other with only general supervision from the taxpayer's executive offices. (7-1-93)

C. Srong Centrdized Management. A taxpayer which might otherwise be considered as engaged in more than one
trade or busnessis properly consdered as engaged in one trade or businesswhen thereisa strong central management, coupled
with the existence of centralized departments for such functions as financing, advertising, reseerch, or purchasing. Thus, some
conglomerates may properly be considered as engaged in only onetrade or businesswhen the centrd executive officersare normaly
involved in the operations of the various divisons and there are centralized offices which perform for the divisons the normd
matters which a truly independent business would perform for itself, such as accounting, personnd, insurance, legd,
purchasing, advertising, or financing. (7-1-93)

038. BUSINESSAND NONBUSINESSINCOME: APPLICATION OF DEFINITIONS (Rule 038).

Thefadlowing are rules and examples for determining whether particular income is business or nonbusinessincome: Income, such as
dividends, intered, rents, roydties, service and adminidrative charges, received from' subsdiary or affiliated corporations, not
incdluded in acombined filing, isbusinessincome. The examples used throughout theserules areillustrative only and do not purport
to st forth dl pertinent facts (7-1-93)

0L Rents from Redl and Tangible Persond Property. Rentd income from red and tangible property is business
incomeif the property with regpect to which the renta income was received is used in the taxpayer'strade or business or isincidenta

thereto and therefore, isincludablein the property factor under 1STC Rules 049 through 052. (7-1-93)
a Example 1: The taxpayer operates a multi-sate car renta business. The income from car rentals is business
income. (7-1-93)
b. Example2: Thetaxpayer isengaged in the heavy congtruction businessin which it usesequipment such ascranes,
tractors, and earth-moving vehicles. The taxpayer makes short-term leases of the equipment when perticular pieces of eguipment
arenat needed on any particular project. Therentd isbusinessincome. (7-1-93)
C. Example 3: The taxpayer operates a multi-state chain of men's clothing stores. The taxpayer purchasssa

five (5) story office building for use in connection with its trade or business. It uses the street floor as one of its retall stores and the
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second and third floorsfor itsgenerd corporate headquarters. Theremaining two (2) floors areleased to others The rentd of thetwo
(2) floorsisincidentd to the operation of the taxpayer'strade or business The rental incomeis businessincome. (7-1-93)

d. Example 4: The taxpayer condructed a plant for use in its multi-gate manufacturing busness and twenty (20)
years |ater the plant was closed and put up for sdle. The plant was rented for atemporary period from the time it was dlosed by the
taxpayer until it was sold eghteen (18) monthslater. Therenta incomeis business income and the gain on the sale of the plant is
businessincome. (7-1-93)

02. Gains or Loses from Sale of Assets. Gain or loss from the sde, exchange or other digposition of red and
tangible or intangible personal property congtitutes businessincome if the property while owned by the taxpayer was used in the
taxpayer's trade or business. However, if such property was utilized for the production of nonbusinessincome, the gain or losswill
conditute nonbusinessincome. See | STC Rules 049 through 052, (7-1-93)

a Example 1: In conducting its multi-state manufacturing business, the taxpayer sysemeticaly replaces
automobiles machines, and other equipment used in the business. The gains or losses resulting from those sal es condtitute business
income. (7-1-93)

b. Example 2: The taxpayer constructed a plant for usein its multi-state manufacturing business and twenty (20)
yearslater 0ld the property & again while it wasin operation by the taxpayer. The gainisbusinessincome. (7-1-93)

C. Example 3: Same as Subsection 038.02.b., except that the plant was dlosed and put up for sde but was nat, in
fact, sold until abuyer wasfound eighteen (18) months|ater. Thegan isbusnessincome. (7-1-93)

d. Example 4: Same as Subsection 038.02.b., except that the plant was rented while being hdd for sde. The
renta incomeisbusinessincome and the gain on the sde of the plant isbusinessincome. (7-1-93)

03. Interest. Interest income is businessincome wheretheintangible with repect to which the interest was received
arises out of or was created in the regular course of the taxpayer'strade or business operations or where the purpose for acquiring and
holding theintangibleisrelated to or incidental to such trade or business operation. (7-1:93

a Example 1: Thetaxpayer operates amulti-state chain of department stores, salling for cash or credit. Service
charges, interest, or time-price differential sand the like are recaived with respect to ingtdlment sales and revolving charge accounts.
These amounts are busnessincome. (7-1-93)

b. Example 2: The taxpayer conducts a multi-state manufacturing business. During the year the taxpayer
recaives afedera incometax refund and collects ajudgment against a debtor of the business. Bath the tax refund and the judgment
bore interest. Theinterest incomeis businessincome. (7-1-93)

C. Example 3: The taxpayer is engaged in a multi-state manufacturing and wholesding business. In connection
with that business, the taxpayer maintains specia accounts to cover such items as Workmen's Compensation claims, rain
and storm damage, machinery replacement, etc. The moneys in those accounts are invested at interest. Smilarly, the texpayer
temporarily invests fundsintended for payment of federd, sate, and local tax obligetions. The interest incomeis businessincome.

(7-1-93)

d. Example4: Thetaxpayer isengaged in amulti-state money order and traveler's checks business. Inadditionto the
fees received in connection with the sde of the money orders and traveler's checks, the taxpayer earns interest income by the
invesment of the fundspending their redemption. Theinterest incomeis busnessincome. (7-1:93)

e Example 5: The taxpayer is engaged in a multi-state manufacturing and selling business. The taxpayer
usually has working capital and extra cash totaling two hundred thousand dollars ($200,000) which it regularly investsin
short-term interest bearing securities. Theinterest incomeis businessincome (7-1-93)

04. Dividends. Dividends are business income where the stock with respect to which the dividends are
received arises out of or was acquired in the regular course of the taxpayer's trade or business operations or where the purposes of

acquiring and holding the stock isrelated to or incidenta to such trade or business operations. (7-1-93)
a Example 1. The taxpayer operates a multi-state chain of stock brokerage houses. During the year the
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taxpayer recelves dividends on stock it owns. The dividends are businessincome. (7-1-93)
b. Example 2: The taxpayer is engaged in a multi-state manufacturing and wholesdling business. In

connection with that business the taxpayer maintains special accounts to cover such items as Workmen's
Compensation claims, etc. A portion of the moneysin those accounts isinvested in interest-bearing bonds. The remainder
is invested in-various common stocks listed on nationa stock exchanges. Both the interest income and any dividends are
businessincome. (7-1-93)

C. Example 3: The taxpayer and several unrelated corporations own al of the stock of a corporation whose
business operations consist solely of acquiring and processing materias for delivery to the corporate owners. The taxpayer
acquired the stock in order to obtain a source of supply of materias used in its manufacturing business. The dividends are
businessincome. (7-1-93)

d. Example 4. The taxpayer is engaged in a multi-state heavy construction business. Much of its
congructionwork is performed for agencies of the federal government and various state governments. Under state and federa
laws applicable to contracts for these agencies, a contractor must have adequate bonding capacity, as measured by theratio
of its current assets, cash and marketable securities, to current liabilities. In order to maintain an adequate bonding capacity, the
taxpayer holds various stocks and interest-bearing securities. Both the interest income and any dividends received are business

income. (7-1-93)
e Example 5: The taxpayer receives dividends from the stock of its subsidiary or affiliate which acts as the
marketing agency for products manufactured by the taxpayer. The dividends are businessincome. (7-1-93)

05. Patent and Copyright Royalties. Patent and copyright royalties are business income where the patent or
copyright with respect to which the royalties were received arises out of or was crested in the regular course of the taxpayer's
trade or business operations or where the purpose for acquiring and holding the patent or copyright is related to or incidenta to
such trade or business operations. (7-1-93)

a Example 1: The taxpayer is engaged in the multi-state business of manufacturing and selling industrial
chemicals. In connection with that business the taxpayer obtained patents on certain of its products. The taxpayer licensed
the production of the chemicals in foreign countries, in return for which the taxpayer receives royalties. The roydties
recelved by the taxpayer are businessincome. (7-1-93)

b. Example 2: The taxpayer is engaged in the music publishing business and holds copyrights on numerous
songs. The taxpayer acquires the assets of a smaller publishing company, including music copyrights. These acquired
copyrights are thereafter used by the taxpayer in its business. Any royalties received on these copyrights are business
income. (7-1-93)

039. PRORATION OF DEDUCTIONS

In most cases an dlowable deduction of ataxpayer will be applicable only to the business income arising from a particular
trade or business or to a particular item of nonbusinessincome. In some cases an alowable deduction may be applicable to the
business income of more than one trade or business and/or to several items of nonbusiness income. In such cases the
deduction shal be prorated among such trades or businesses and such items of nonbusiness income in a manner which fairly
digtributes the deduction among the classes of incometo which it is gpplicable. (7-1-93)

01. Filing Returns. In filing returns with this state, if the taxpayer departs from or-modifies the manner of
prorating any such deduction used in returnsfor prior years, the taxpayer shall disclosein thereturn for the current year the nature
and extent of the modification. (7-1-99)

02. Variance Among States. If the returns or reportsfiled by ataxpayer with all states to which the taxpayer
reports under Section 63-3027, Idaho Code, and Article IV of this Compact or the Uniform Division of Income for Tax
Purposes Act are not uniform in the application or proration of any deduction, the taxpayer shal discloseinitsreturnto this
date the nature and extent of the variance. (7-1-93)
040. UNITARY BUSINESS (Rule 040).

01. Taxpayer. Taxpayer, for purposes of this rule, means any corporation, partnership, firm, association,
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governmenta unit or agency or person acting as abusness entity in more than one date (7-1-93)

02. Apportionment. Apportionment refers to the division of business income between states by the use of a
formula containing apportionment factors. (7-1-93)

03. Allocation. Allocation refersto the assignment of nonbusinessincometo aparticular sate. (7-1-93)

04. Business Activity. Business ectivity refersto the transactions and activity occurring in the regular course of
apaticular trade or business of ataxpayer. (7-1-93)

05. Unitary Business. Unitary business is a term gpplied to a concern carrying on activities through
departments, divisions, subsidiaries or dfiliated corporations the component parts of which are too closdly connected and
necessary to each other to justify division or separate cons deration asindependent units. A multi-state businessis unitary when
the operationsconducted in one state benefit or are benefited by the operations conducted in another state and if its various parts
areinterdependent or of mutual benefit so asto form one integra business rather than severa business entities. (7-1-93)

06. Activities. The determination of whether the activities of the concern condtitute a single trade or business
or morethan one trade or businesswill turn on thefactsin each case. In generd, the activities of the concern will be considered
a single business if there is evidence to indicate that the segments under consideration are integrated with, dependent
upon or contribute to each other and the operations of the enterprise as awhole. The following factors are considered to be
good indicia of a single trade or business, and the presence of any of these factors crestes a strong presumption that the
activities of the concern congtitute asingle trade or business. (7-1-93)

a Same Type of Business. A concernisgenerdly engaged in asingletrade or businesswhen dl of itsactivities
are in the same generd line. For example, a company which operates a chain of retail grocery stores will almost always be
engaged in asingle trade or business. (7-1-93)

b. Stepsin aVertical Process. A concern is almost always engaged in asingle unitary trade or business
when its various divisions or segments are engaged in different steps in a large, vertically structured enterprise. For
example, a company which explores for and mines copper ores;, concentretes, smelts and. refines the copper ores; and
fabricates the refined copper into consumer productsis engaged in a single trade or business, regardless of the fact that the
various teps in the process are operated substantially independently of each other with only genera supervision from the
taxpayer's executive offices. (7-1-93)

C. Srong Centralized Management. A concern which might otherwise be considered as engaged in more
than one trade or business is properly considered as engaged in one trade or business when there is a strong central
management, coupled with the existence of centralized departments for such functions as financing, advertising,
research, or purchasing. Thus, some conglomerates may properly be considered as engaged in only one trade or business when
the centrd executive officersare normally involved in the operations of the various divisions and there are centralized offices
which perform for the division the normal matters which atruly independent business would perform for itself, such as
accounting, personnel, insurance, legal, purchasing, advertising, or financing. (7-1-93)

07. Combined Report. Combined report refers to the computational filing method to be used by a unitary
business which is conducted by a group of corporations wherever incorporated rather than a single corporation. Use of
the combined report does not disregard the separate corporate identities of the members of the unitary-group. The combined
report issmply the computation, by the formulaapportionment method, of the unitary busnessincometo be reported to Idaho by
the separate corporate members of the unitary group. Since corporationsind uded in the combined report of aunitary busnessmaintain
their own sgparate corporate identities, then; (6-2399)

a Each induded corporation which is required to file an 1dsho income tax return as aresult of its own activities
within the state shall be responsible for the computation and payment of its tax as determined by the combined report.
(6-23-94)

b. For affiliated corporations filing combined returns, the Idaho net operating loss carryover or carryback is
limited to that share of the combined net operating loss apportioned to |daho for each taxable year for each separate member of the
combined group. (7-1-93)
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C. Each included corporation which is required to file an 1daho income tax return must separately compute any
goplicableldeho tax creditsand limitations. See Section 63-3029B, 1daho Code, and Ideho Income Tax Administrative Rule 088 for
the computations applicable to the Idaho investment tax credit. Each indluded corporation must separately determine and pay
the permanent building fund tax and any applicable minimum tax required by Sections 63-3082, 63-3025, and 63-3025A, 1daho
Code, respectively. (6-23-%9)

d. Each induded corporation which is required to file an Idaho income tax return may file a separate return
reporting its share of the combined net income or loss of the unitary business. In the dlternative, the unitary group of corporations
may elect to fileasnglereturn for dl of theincluded corporationswhich are required to file Idaho returns. Thisdectionisalowed
as a convenience to the taxpayer. Its use does not preclude the need for the separate recognition and computationd reguirements
containedin Subsections 048.07.a, 07.b., and O7.c. (6-2399)

041. APPLICATION OF SECTION 63-3027 AND ARTICLE 1V: APPORTIONMENT (Rule 041).

If the business activity in respect to any trade or business of ataxpayer occurs both within and without this state, and if by reason of
such business activity the taxpayer istaxablein another state, the portion of the net income (or net loss) arising from such trade or
business which is derived from sources within mis state shal be determined by apportionment in accordance with Sections 63-
3027(1) to (q) and 63-3701, Artide 1V.9to | V. 17., Idaho Code. (7-1-93)

042. APPLICATION OF SECTION 63-3027 AND ARTICLE IV: COMBINED REPORT (Rule 042).

If apaticular trade or busnessis carried on by ataxpayer and one or more affiliated corporations, nothing in Section 63-3027, 1daho
Code, and Artide IV or inthese rules shdl prediude the use of acombined report whereby the entire businessincome of such trade or
businessis apportioned in accordance with Sections 63-3027(0 to (g) and 63-3701, Artide1V.9to1V.17., Idaho Code. (7-1-93)

043. APPLICATION OF SECTION 63-3027 AND ARTICLE IV: ALLOCATION (Rule 043).
Any taxpayer subject to the taxing jurisdiction of this sate shdl dlocate dl of its nonbusiness income or loss within or without this
Satein accordancewith Sections 63-3027(d) to (h) and 63-3701, Article V.4 to 1V.8,, 1daho Code. (7-1:93

044. CONSISTENCY AND UNIFORMITY IN.REPORTING (Rule 044).

In filing returns with this State, if the taxpayer departs from or modifies the manner in which income has been classfied as
businessincome or nonbusinessincomein returns for prior years, the taxpayer shal disclose inthe return for the current year the
nature and extent of the modifications. If the returns or reportsfiled by ataxpayer for al statesto which the taxpayer reports under
Sections 63-3027 and 63-3701, Idaho Code, or Article IV of the Uniform Division of Income for Tax Purposes Act are not
uniform in the classification of income as business or nonbusiness income, the taxpayer shdl disdosein itsreturn to this sate the
nature and extent of the variance. (7-1-3)

045. TAXABLE IN ANOTHER STATE (Rule 045).

01 In General. Under Sections 63-3027(b) and 63-3701; Article V.2, Idaho Code, the taxpayer is subject tothe
dlocation and gpportionment provisons of Sections 63-3027 and 63-3701, Article IV, Idaho Code, if it has income from business
activity that is taxable both within and without this state. A taxpayer's income from business activity is taxable without this
state if such taxpayer, by reason of such business activity, i.e., the transactionsand activity occurringin theregular courseof a
particular trade or business, istaxablein another state within the meaning of Sections 63-3027(c) and 63-3701, Article V.3, Idaho
Code. A taxpayer istaxablewithin ancther gateif it meetsather oneof twotests: If by reason of business activity in another satethe
taxpayer is subject to one of the types of taxes specified in Sections 63-3027(c)(l) and 63-3701, Artide1V.3.(1), |daho Code, namdy;
anet incometax, afranchise tax measured by net income, afranchisetax for the privilege of doing business, or a corporate stock
tax; or if by reason of such business activity ancther sate has jurisdiction to subject the taxpayer to a net/income tax, regardiess of
whether or not the Sateimpases such atax on the taxpayer. (7-1-93)

02. Not Taxable in Another State. A taxpayer is not taxable in ancther state with respect to a particular trade or
business merdly because the taxpayer conducts activities in such other gate pertaining to the production of nonbusinessincome or
businessactivitiesrdaing to aseparatetrade or business (7-1-93)

046. TAXABLE IN ANOTHER STATE: WHEN A TAXPAYER IS SUBJECT TO A TAX UNDER
SECTIONS63-3027(C)(I) AND 63-3701, ARTICLE 1VJ.(l), IDAHO CODE (Rule 046).

0L Subject to Tax. A taxpayer issubject to one of thetaxes specified in Sections 63-3027(c)(l) and 63- 3701, Article
IV.3.(1), Idaho Code, if it carries on business activity in such state and such state imposes such atax thereon. Any taxpayer which
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asartsthat it is subject to one of the taxes specified in Sections 63-3027(c)(1) and 63- 3701, Artidle1V.3.(1), Idaho Code, in ancther
date shdll furnish to the Tax Commission of this state upon its request evidence to support such assartion. The Tax Commission of
this state may request that such evidence indude proof thet the taxpayer hasfiled the requisite tax return in such other state and has
paid any taxesimposed under the law of such other sate; the taxpayer's failure to produce such proof may be taken into account in
determining whether the taxpayer, in fact, is subject to one of the taxes specified in Sections 63-3027(c)(l) and 63-3701, Article
IV.3.(2), Idaho Code, insuch other Sate (7-1-93)

a If thetaxpayer voluntarily filesand pays one or more of such taxeswhen not required to do so by thelaws of thet
date or paysaminimd feefor qudification, organization or for the privilege of doing businessin that sate, but does not actudly engage
inbusnessactivity inthet Sate, or doesactudly engagein some businessactivity, not sufficient for nexus, and the minimum tax bears
no relation to the taxpayer's business activity within such state, the taxpayer is not subject to one of the taxes gpecified within the
meaning of Sections 63-3027(c)(1) and 63-3701, Article 1V.3.(1), Idaho Code. (7-1-93)

b. Example: State A has a corporation franchise tax measured by net income, for the privilege of doing
businessin that state. Corporation X files areturn and paysthefifty dollar ($50) minimum tax, athough it carries on no business
activity in Sate A. Corporaion X isnot taxablein State A. (7-1-93)

02. Concept of Taxability. The concept of taxability in another state is based upon the premise that every staein
which the taxpayer.is engaged in business activity may impose an income tax even though every state does not do so. In states
which do not, other types of taxes may beimposed as a substitute for an income tax. Therefore, only those taxes enumerated in
Sections 63-3027(c)(l) and 63-3701, Artide 1V.3.(1), Idaho Code, which maybe considered as basicaly revenue raising rather than
regulatory measures shdl be considered in determining whether the taxpayer is subject to one of the taxes specified in Sections 63
3027(c)(l) and 63-3701, Artide1V.3.(2), |daho Code, in ancther gate. (7-1-93)

a Example 1: Sae A requires dl nonresdent corporations which qudify or regiser in Sate A to pay to the
Secretary of State an annual licensefee or tax for the privilege of doing businessin the Sate regardless of whether the privilege
isin fact exercised. The amount paid is determined according to the total authorized capitd stock of the corporation; the rates are
progressively higher by bracketed amounts. The satute setsaminimum fee of fifty dollars ($50) and amaximum fee of five hundred
dollars ($500). Fallure to pay the tax bars a corporation from utilizing the state courts for enforcement of its rights. State A dso
imposes a corporation income tax. Nonresident Corporation X is qudified in State A and paysthe required fee to the Secretary of
Sate but does not carry on any businessactivity inState A, dthough it may utilize the courts of State A. Corporation X is not taxable

inSaeA. (7-1-93
b. Example 2: Samefactsas Subsection 046.02.a,, except that Corporation X issubject to and paysthe corporation
income tax. Payment is primafacie evidence thet Corporation X |ssubjedt0 thenetincome tax of State A and istaxablein State
A. (7-1-93)
C. Example 3: Sate B requires dl nonresident corporations qualified or registered in Siate B to pay to the Secretary

of Statean annua permit fee or tax for doing businessin the sate. Thebase of the fee or tax isthe sum of : outstanding capital stock,
and surplus and undivided profits. The fee or tax base attributable to State B is determined by athree (3) factor apportionment
formula. Nonresdent Corporation X which operates a plant in State B, pays the required fee or tax to the Secretary of State.
Corporation X istaxablein Sate B. (7-1-93)

d. Example 4: Sate A hasacorporation franchise tax measured by net incomefor the privilege of doing business
inthat stete. Corporation X filesareturn based uponitsbusiness activity in the state but theamount of computed ligbility islessthan the
minimum tax. Corporation X paysthe minimum tax. Corporation X issubject to State A's corporation franchisetax.  (7-1-93)

047. TAXABLE IN ANOTHER STATE: WHEN A STATE HAS JURISDICTION TO SUBJECT A
TAXPAYER TO A NET INCOME TAX (Rule047).

The second tegt, that of Sections 63-3027(c)(2) and 63-3701, Artide 1V.3.(2), Idaho Code, gppliesif thetaxpayer's business activity
issufficient to give the state jurisdiction to impose anet income tax by reason of such business activity under the Conditution and
stautes of the United States. Jurisdiction to tax is not present where the state is prohibited from imposing the tax by reason of the
provisonsof Public Law 86-272,15U.SCA. Sections381-385. In the case of any sate as defined in Sections 63-3027(8)(6) and 63-
3701, Article IV.I.(h), Idaho Code, other than a state of the United States or political subdivision of such date, the
determination of whether such state has jurisdiction to subject the taxpayer to a net income tax shal be made as though the
jurisdictiond standards gpplicableto a gate of the United States gpplied in that Sate. If jurisdiction is otherwise present, such dateis
not congdered aswithout jurisdiction by reason of the provisions of atreaty between that state and the United States. Example:
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Corporation X isactively engaged in manufacturing farm equipment in Sate A and in Foreign Country B. Both Sate A and Foreign
Country B impose a net income tax but Foreign Country B exempts corporations engaged in manufacturing farm eguipment.
Corporation X Issubject to thejurisdiction of Sate A and Foreign Country B. (7-1-93)

048. APPORTIONMENT FORMULA (Rule 048).

01. Apportionment Factor. All business income of the taxpayer shall be gpportioned to this sate by use of the
gpportionment formulaset forth in Section 63-3027(0, [daho Code: The dements of the gppoartionment formulaare the property factor,
the payrall factor, and the sdesfactor. Seeldaho Income Tax Administrative Rules 049 through 065 for generd rulesgpplicableto
these factors. See Idaho Income Tax Adminidtretive Rules 066 through 075 for specid rules and exceptions to the apportionment
formula. In computing the factors of the gpportionment formula, the denominator of each factor may nat, in any case, excead thesum
of dl the numeratorsof such factor. (6-2399)

02. Intercompany Transactions. All intercompany transactions must be diminated in the computation of the
numerators and the denominators of the apportionment factors of the combined group. The gpportionment factor computation
may not include property, payroll, or receipts of any affiliated corporation except those whose incomeisincuded in the combined
report. (6-2399)

03. Rounding. The individua factors and the average gpportionment factor must be caculated six (6) digitsto the
right of thedecimal point. If the seventh digit isfive (5) or grester, the sixth digit will berounded up to the next higher number. If the
seventh digit islessthan five (5), the sixth digit will remain unchanged and any remaining to itsright will be dropped. Example:
Corporation X has five million dollars ($5,000,000) of payroll atributable to 1daho and thirteen million dollars ($13,000,000) of
payroll everywheredurlngthetax year. The ldaho payrall fector is caculated to six (6) digits ($5,000,000/ $13,000,000 = .384615)

(6-2399)

049. PROPERTY FACTOR (Rule049).

01. In Generdl. The property factor of the gpportionment formula for each trade or business of the taxpayer shdl
included| red and tangible persond property owned or rented by the taxpayer and used during thetax period in the regular course of
such trade or business. The term red and tangible persona property includes land, buildings, machinery, stocks of goods,
equipment, and other red and tangible persona property but does not indudecainor currency. (71193

02. Nonbusiness Income. Property used in connection with the production of nonbusinessincome shal be excluded
from the property factor. Property used both in the regular course of taxpayer's trade or business and in the production of
nonbusiness income shall beincluded in the factor only to the extent the property is used in the regular course of taxpayer'strade
or business. Themethod of determining thet portion of the vaueto be included in thefactor will depend upon thefacts of each case

(7-1-99)

03. Average Vdue. The property factor shall reflect the average value of property includable in the factor. See
ISTC Rule055. (7-1-93)

050. PROPERTY FACTOR: PROPERTY USED FOR THE PRODUCTION OF BUSINESS INCOME (Rule
050).

Property shdl be included in the property factor if it is actualy used or is availablefor or capable of being used during the tax
period intheregular course of thetrade or business of the taxpayer. Property held asreserves or standby facilitiesor property hdd
as aresave source of materids shdl be included in the factor. For example, aplant temporarily idle or raw materid reserves not
currently being processed are includable in the factor. Property or eguipment under condruction during the tax period, except
inventoriablegoodsin process shdl beexduded from thefactor until such property isactualy used intheregular course of thetradeor
business of the taxpayer. If the property is partidly used in the regular course of the trade or business of the taxpayer while under
congtruction, the value of the property to the extent used shall beincluded in the property factor. Property used in the regular course of
the trade or business of the taxpayer shdl remain in the property factor until its permanent withdrawal is established by an
identifisble event such asits sale, abandonment, or any event or circumstance that will render the property incgpable of being usad in
theregular course of thetaxpayer'strade or business (7-1-93)

0L Example 1: Taxpayer closed its manufacturing plant in State X and held such property for sde. The property
remained vacant until its sale one (1) year later. The vaue of the manufacturing plant is included in the property factor urntil the
plantissold. (7-1-93)
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02. Example 2: Same as above except that the property was rented until the plant was sold. The plant isincluded
inthe property factor until theplantissold (7-1-93)

051 PROPERTY FACTOR: CONSISTENCY IN REPORTING (Rule051).

In filing returns with this state, if the taxpayer departs from or modifies the manner of vauing property, or of excluding or
including property in the property factor, used in returnsfor prior years, thetaxpayer shall disdoseinthereturn for the current yeer the
nature and extent of the modifications. If the returns or reports filed by the taxpayer with dl states to which the taxpayer reports
under Sections 63-3027 and 63-3701, Article 1V, Idaho Code, or the Uniform Divison of Income for Tax Purposes Act are not
uniformin the valugtion of property and in the exdusion or inclusion of property in the property factor, the taxpayer shdl disclosein
itsreturn to this state the nature and extent of thevariance. Thetota property included in the denominator of thefactor may not, inany
case, exceed thesum of dl thenumerators (7-1-93)

052. PROPERTY FACTOR: NUMERATOR (Rule052).

The numerator of the property factor shall.indude the average vaue of the red and tangible persond property owned or rented by the
taxpayer and used in this state during the tax period in the regular course of the trade or business of the taxpayer. Property in trangt
between locations of the texpayer to which it belongs shall be considered to be a the destination for purposes of the property factor.
Property in transt between a buyer and sdler which is included by a taxpayer in the denominator of its property factor in
accordance with its regular accounting practices shal be included in the numerator according to the state of degtination. The
value of mobile or movable property suchas congtruction eguipment, trucks or leasad dectronic eguipment which arelocated within
and without this state during the tax period shall be determined for purposes of the numerator of thefactor on the basis of totd timeand
use within the state as a percentage of totd time and use within and without the state. An automobile assigned to a traveling
employee shall be included in the numerator of the factor of the state to which the employee's compensation is assigned under
the payrall factor or in the numerator of the state in which theautomohileislicensed. (7-1-93)

053. PROPERTY FACTOR: VALUATION OF OWNED PROPERTY (Rule053).

0L In Genera. Property owned by the taxpayer shdl bevaued at itsorigina cost. Asagenerd rule original cost
is deemed to be the basis of the property for federal income tax purposes, prior to any federa adjusments, & the time of
acquisition by the taxpayer and adjusted by subsegquent capitd additions or improvements thereto'and partia disposition thereof, by
reason of sde, exchange, abandonment, etc. (7-1-93)

a Example 1: The taxpayer acquired a factory building in this sate a a cogt of five hundred thousand dollars
($500,000) and eighteen (18) months later expended one hundred thousand dollars ($100,000) for mgjor remodeling of the
building. Taxpayer filesitsreturn for the current taxable year on the calendar year basis. Depreciation deduction in theamount
of twenty-two thousand dallars ($22,000) was dlaimed on the building for its return for the current taxable year. The vaue of the
building inductable in the numerator and denominator of the property factor is Sx hundred thousand dallars ($600,000) as the
depreciation deduction is not taken into account in determining the value of the building for purposes of the factor. (7-1-93)

b. Example2: During the current taxableyear, X Corporation mergesinto’Y Corporation in atax-free reorganization
under the Internal Revenue Code. At thetimeof themerger, X Corporation ownsafactory which X built five(5) yearsearlier a acost
of one million dollars ($1,000,000). X has been depreciaing the factory a the rate of two percent (2%) per year, and itsbagisin X's
handsat thetime of the merger isnine hundred thousand ($900,000). Sincethe property isacquired by Y inatransaction in which, under
the Internal Revenue Code, itsbegisin Y'shandsisthe same asitsbassin X's Y indudesthe property in Y's property factor at X's
origina cod, without adjustment for depreciation, i.e., one million dollars ($1,000,000). (7-1-93)

C. Example 3: Corporation'Y acquires the assets of Corporation X in aliquidation by which'Y is entitled to use
its stock cost as the bad's of the X assets under Section 334(b)(2) of the 1954 Internal Revenue Codg, i.e., stock possessing eighty
percent (80%) contral is purchased and liquidated within two (2) years. Under these circumstances, Y's codts of the assstsisthe
purchase price of the X gock, prorated over the X assts. (7-1-93)

d. If origind cogt of property isunascertainable, the property isinduded inthefactor at itsfar market value as of the
date of acquisition by the taxpayer. (7-1-93)

02. Inventory. Inventory of stock of goods shall be included in the factor in accordance with the vauation
method used for federd incometax purposes (7-1-93)
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03. Gifts or Inheritance. Property acquired by gift or inheritance shal be included in the factor at its bagis for
determining depreciation for federd income tax purposes (7-1-93)

054. PROPERTY FACTOR: VALUATION OF RENTED PROPERTY (Rule034).

0L Generd Rule. Property rented by the taxpayer is vaued a eight (8) times its net annud renta rate. The net
annual rental rate for any item of rented property is the annua rental rate paid by the taxpayer for such property, less the
aggregate annua subrentd rates paid by subtenants of the taxpayer. See ISTC Rule 066 for specid rules where the use of such net
annud rentd rate produces a negative or dearly inaccurate value or where property is used by thetaxpayer a no charge or rented at a
nomind rentd rate. (7-1-93)

a Subrents are not deducted when the subrents congtitute business income because the property which
produces the subrents is used in the regular course of a trade or business of the taxpayer when it is producing such income.
Accordingly, thereisno reductioninits value. (7-1-93)

b. Example 1: The taxpayer receives subrents from a bakery concesson in afood market operated by the taxpayer.
Sincethe subrents are businessincome they are not deducted from rent paid by the taxpayer for the food market. (7-1-93)

C. Example 2: The taxpayer rents afive (5) story office building primarily for usein its multi-state busness, uses
three (3) floorsfor its offices and subleasestwo (2) floorsto various other businesses and persons such as professional people, shops
and the like. The rental of the two (2) floorsisincidentd to the operation of the taxpayer's trade or busness. Since the subrents
are busnessincomethey are not deducted from the rent paid by the taxpayer. (7-1-93)

02. Annuad Rentd Rate. Annud renta rate is the amount paid as rentd for property for a twelve (12) month
period, i.e., the amount of the annual rent. Where property is rented for less than atwelve (12) month period, the rent paid for
the actud period of rentd shal condtitute the annua renta rate for the tax period. However, where a taxpayer has rented
property for aterm of twelve (12) or more months and the current tax period covers a period of less than twelve (12) months
due, for example, to areorganization or change of accounting period, the rent paid for the short tax period shall be annualized.
If the rental term is for less than twelve (12) months, the rent shall not be annudized beyond its term. Rent shal not be
annudized because of the uncertain duration when the renta term is on amonth to month basis: (7-1-93)

a Example 1: Taxpayer A which ordinarily filesits returns based on a calendar year is merged into Taxpayer
B on April 30. The net rent paid under alease with five (5) years remaining is two thousand five hundred dallars ($2,500) a
month. Therent for the tax period January 1 to April 30isten thousand dollars ($10,000). After the rent is annualized the net rent
isthirty thousand dollars ($30,000) ($2,500 x 12). (7-1-93)

b. Example 2: Same facts asin Subsection 054.02.a., except that the lease would have terminated on August
31. Inthis case, the annudized net rent is twenty thousand dollars ($20 000) ($2,500 x 8). (7-1-93)

03. Annua Rent. Annud rent is the actual sum of money or other consideration payable, directly or
indirectly, by the taxpayer or for its benefit for the use of the property and includes: (7-1-93)

a Any amount payable for the use of red or tangible persona property, or any part thereof, whether
designated as afixed sum of money or as a percentage of sales, profits or otherwise. (7-1-93)

b. Example: A taxpayer, pursuant to the terms of a lease, pays a lessor one thousand dollars ($1,000) per
month as a base rental and at the end of the year pays the lessor one percent of its gross salesof four hundred thousand
dollars ($400,000). The annud rent is Sxteen thousand dollars ($16,000) ($12,000 plus one percent (1%) of $400,000 or
$4,000). (7-1-93)

C. Any amount payable as additional rent or in lieu of rents, such as interest, taxes, insurance, repairs or any
other items which are required to be paid by the terms of the lease or other arrangement, not including amount paid as service
charges, such as utilities, janitor services, etc. If a payment includes rent and other charges unsegregated, the amount of

therent shdl be determined by consideration of the relative vaues of the rent and the other items. (7-1-93)
d. Example 1. A taxpayer, pursuant to the terms of alease, paysthelessor twelve thousand dollars ($12,000)

a year rent plus taxes in the amount of two thousand dollars ($2,000) and interest on a mortgage in the amount of one
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thousand dollars ($1,000). The annual rent isfifteen thousand dollars ($15,000). (7-1-93)
e Example 2: A taxpayer stores part of itsinventory in apublic warehouse. Thetotd charge for the year was

one thousand dollars ($1,000) of which seven hundred dollars ($700) was for the use of storage space and three hundred
dollars ($300) for.inventory insurance, handling and shipping charges, and C.O.D. callections. The annual rent is seven
hundred dollars ($700). (7-1-93)

f. Annual rent does not include: Incidental day-to-day expenses such as hotel or motel accommodations,
daily rental of automobiles, etc., and royalties based on extraction of natural resources, whether represented by delivery or
purchase. For this purpose, aroydty includesany consideration conveyed or credited to aholder of aninterest in property which
condtitutes a sharing of current or future production of natural resources from such property, whether denominated as royalty,
advance royalty, rental, or otherwise. (7-1-93)

04. Leaschold Improvements. Leasehold improvements shall, for the purposes of the property factor, be
treated as property owned by the taxpayer regardliess of whether the taxpayer is entitled to remove the improvements
or the improvements revert to the lessor upon expiration of the lease. Hence, the original cost of leasehold improvements
shdl beincluded in the factor. (7-1-93)

05. Safe Harbor Lease. Property. subject to the safe harbor lease should be reported in the factor of the actud
user of the property and should be reported &t origina acguisition cost. (7-1-93

055. PROPERTY FACTOR: AVERAGING PROPERTY VAL UES (Rule 055).

01. Generd Rule. Asagenera rule the average value of property owned by the taxpayer shall be determined
by averaging the values at the beginning and ending of the tax period. However, the State Tax Commission may require or
dlow averaging by monthly vauesif such method of averaging is required to properly reflect the average vaue of the taxpayer's
property for thetax period. (7-1-93)

02. Fluctuationsin VVaues. Averaging by monthly vaueswill generaly be applied if substantia fluctuationsin
the vaues of the property exist during the tax period or where property isacquired after the beginning of the tax period or digposed of

beforethe end of thetax period. (7-1-3)
a Example: The monthly value of the taxpayer's property was asfollows: (7-1-93)
. Jenuary $2,000 (7-1-93)
ii. February $2,000 (7-1-93)
ii. March $3,000 (7-1-93)
iv. April $3500 (7-1-93)
V. May $4,500 (7-1-93)
Vi. June $10,000 (7-1-93)
vii. July $15,000 (7-1:93)
viii. August $17,000 (7-1-93)
iX. September $23,000 (7-1-93)
X. October $25,000 (7-1-93)
Xi. November $13,000 (7-1-9)
Xii. December $2,000 (7-1-93)
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Xiii. Totd $120,000 (7-1-9

Theaverage va ue of the taxpayer's property includablein the property factor for theincome yeer isdetermined asfollows $120,000/
12=$10,000 (7-1-3)

03. Averaging Rented Property. Averaging with respect to rented property isachieved autometicaly by the method of
determining the net annual rental rate of such property asset forthin ISTC Rule 054. (7-2-93)

056. PAYROLL FACTOR (Rule 056).

01. Formula. The payrall factor of the gpportionment formulafor each trade or business of thetaxpayer shdl indlude
the total amount paid by the taxpayer in the regular course of itstrade or business for compensation during thetax period.
(7-1:93)

02. Accounting Method. The tota amount paid to employees is determined upon the basis of the taxpayer's
accounting method. If the taxpayer has adopted the accrual method of accounting, all compensation properly accrued shal be
deemed to have been paid. Notwithstanding the taxpayer's method of accounting, at the eection of the taxpayer, compensation paid
to employees may beincluded in the payrall factor by use of the cash method if the texpayer isrequired to report such compensation
under such method for unemployment compensation purposes (7-1-93

a The compensation of any employee on account of activities which are connected with the
production of nonbusiness income shall be excluded from the factor. (7-1-93)

b. Example 1. The taxpayer uses some of its employees in the construction of a storage building which,
upon completion, is used in the regular course of taxpayer's trade or business. The wages paid to those employees are
treated as a capital expenditure by the taxpayer.. The amount of such wagesisincluded in the payroll factor. (7-1-93)

03. Compensation. The term compensation means wages, sdlaries, commissions and any other form of
remuneration paid to employees for personal services. Payments made to an independent contractor or any other person not
properly classifiable asan employee are excluded. Amounts considered paid directly include the vaue of board, rent, housing,
lodging, and other benefits or services furnished to employees by the taxpayer in return for personal services provided thet
such amounts congtitute incometo the recipient under the federal Internal Revenue Code. In the case of employees not subject
to thefedera Interna Revenue Code, e.g., those employed in foreign countries, the determination of whether such benefitsor
serviceswould condtitute income to the employees shall be made as though such employees were subject to the federd Internal
Revenue Code (7-1-93)

04. The term employee means any officer of a corporation, or any individual who, under the usual
common-law rules applicable in determining the employer-empl oyee relationship, hasthe status of an employee. Generally,
a person will be considered to be an employee if he is included by the taxpayer as an employee for purposes of the
payroll taxes imposed by the Federal Insurance Contributions Act; except that, since certain.individuals are included
within the term employeesin the Federa Insurance Contributions Act who would not be employees under the usua common-
law rules, it may be established that aperson who isincluded as an employee for purpases of the Federd Insurance Contributions
Act isnot an employee for purposes of thisrule (7-1-93)

05. Filing Returns. In filing returns with this state, if the taxpayer departs from or modifies the treatment
of compensation paid used in returnsfor prior years, the taxpayer shal disclose in the return for the current year the nature and
extent of the modification. If the returns or reports filed by the taxpayer with dl states to which the taxpayer reports under
Sections 63-3027 and 63-3701, Article 1V, Idaho Code, or the Uniform Division of Income for Tax Purposes Act are hot uniform
in the treestment of compensation paid, thetaxpayer shdl discloseinitsreturn to this state the nature and extent of the variance.

(7-1-93)

057. PAYROLL FACTOR: DENOMINATOR (Rule057).

The denominator of the payrall factor is the total compensation paid everywhere during the tax period. Accordingly,
compensation paid to employees whose services are performed entirely in a state where the taxpayer isimmune from taxation,
for example, by Public Law 86-272, are included in the denominator of the payroll factor. In no case, however, will the
denominator exceed the sum of al numerators. Example: A taxpayer has employeesin its sate of legal domicile, State A, and
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istaxablein State B. In addition the taxpayer has other employees whose services are performed entirely in Sate C where the
taxpayer isimmune from taxation by Public Law 86-272. Asto these latter employees, the compensation will be assigned to
State C where their services are performed, i.e., included in the denominator, but not the numerator of the payroll factor, even
though the taxpayer is not taxablein State C. (7-1-93)

058. PAYROLL FACTOR: NUMERATOR (Rule058).

The numerator of the payroll factor is the total amount paid in this state during the tax period by the taxpayer for
compensation. The tests in Sections 63-3027(n) and 63-3701, Article V.14, 1daho Code, to be gpplied in determining whether
compensation is paid in this state are derived from the Model Unemployment Compensation Act. Accordingly, if
compensation paid to employees is included in the payroll factor by use of the cash method of accounting or if the
taxpayer is required to report such compensation under such method for unemployment compensation purposes, it
shall be presumed that the total wages reported by the taxpayer to this state for unemployment compensation purposes
congtitutes compensation paid in this state except for compensation excluded under ISTC 56 to ISTC 59. The presumption
may be overcome by satisfactory evidence that an employee's compensation is not properly reportable to this Sate for

unemployment compensation puUrposes. (7-1-93)

059. PAYROLL FACTOR: COMPENSATION PAID IN THISSTATE (Rule 059).

Compensationispaidin thisstateif any one of thefollowing tests, gpplied consecutively, are met: (7-1-93)
Ol Firg Test. Theemployedssarviceis performed entirdy withinthe state. (7-1-93)

02. Second Test. The employed's service s performed both within and without the state, but the service performed
without the gate isincidental to the employee's service within the state. Theword incidental means any sarvicewhichistemporary

or trangitory in nature, or which is rendered in connection with an isol ated transaction. (7-1-93)
03. Third Test. If the employee's services are performed both within and without this state, the employees
compensation will beatributed to thisstate: (7-1-93)
a If the employee's base of operationsisin this Sate; or (7-1-93)
b. If thereis no base of operationsin any state in which some part of the sarviceis performed, but the place from
which the service is directed or controlled isin thisstate; or (7-1-93
C. If the base of operations or the place from which the serviceis directed or controlled isnot in any stateinwhich
some part of the sarviceis performed but the employegsresdenceisin thisstate. (7-1-93)
d. The term bese of operationsis the place of more or less permanent neture from which the employee starts his

work and to which he customarily returns in order to receive instructions from the taxpayer or communicationsfrom his
customers or other persons or to replenish stock or other materids, repair equipment, or perform any other functions necessary to

the exercise of histrade or professon a some other point or points. (7-1-°93)
e The term place from which the service is directed or controlled refers to the place from which the power to
direct or control is exercised by the taxpayer. (7-1-93)

060. SALESFACTOR (Rule 060).

01 Generd Rule. Sections 63-3027(8)(5) and 63-3701, ArtideV.1.(g), Idaho Code, define the term salesto mean
dl gross recaipts of the taxpayer not dlocated under Sections 63-3027(d) through (h) and 63-3701, Article 1V(5). through (8),
Idaho Code. Thus, for the purposes of the sdes factor of the gpportionment formulafor each trade or business of the taxpayer,
the term sales means all gross receipts derived by the taxpayer from transactions and activity in theregular course of such trade
or business Thefdllowing arerulesfor determining salesin various Situations: (7-1-93)

a Inthe case of ataxpayer engaged in manufacturing and sdlling or purchesing and resdlling goods or products, saes
includes dl grossreceipts from the sdes of such goods or products, or other property of akind which would properly beindluded in
the inventory of the taxpayer if on hand a the close of the tax period, held by the taxpayer primarily for sdeto cusomersinthe
ordinary course of itstrade or busness Grossrecaptsfor this purpase means gross sdles, less returns and dlowances and indudes dl
interest income, sarvice charges, carrying charges, or time-price differentid chargesincidenta to such sdles. Federd and Sate excise
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taxes, induding sdestaxes, shdl beinduded aspart of such recaiptsif such taxes are passed on to the buyer or included aspart of the
sling price of the product. (7-1-93)

b. In the case of cost plus fixed fee contracts such as the operaion of a government-owned plant for afee, sales
includes the entire reimbursed cog, plusthe fee. (7-1-93)

C. In the case of ataxpayer engaged in providing services, such as the operation of an advertisng agency, or the
performance of equipment service contracts, research and development contracts, sales indudes the gross recaipts from the
performance of such serviceinduding fees commissions and Smiler items. (7-1-93)

d. In the case of ataxpayer engaged in renting real or tangible property, sdesincludes the gross receipts from
the rental, lease, or licensing the use of the property. (7-1-93)

e Inthe case of taxpayer engaged inthesde, assignment, or licensing of intangible personal property such as patents
and copyrights, slesincludesthe grossrece ptstherefrom. (7-1-93)

f. If ataxpayer derives receipts from the sale of equipment used in its business, such receipts congtitute
sdes. Forexample, atruck express company ownsafleet of trucks and sellsitstrucks under aregular replacement program. The
gross receiptsfrom the sdle of thetrucksareinduded in the sdesfactor. (7-1-93)

o} In the case of a taxpayer deriving recepts from foreign source dividends which are gpportionable business
income, such receipts congtitute sles. No other gpportionment factor relief will be permitted for the indusion of such dividend
income. Section 78, Internal Revenue Code, foreign dividend grass-up will be excluded from sales. (7-1-93)

02. Disregarding Gross Receipts. In some cases certain gross receipts should be disregarded in determining
the stlesfactor in order that the gpportionment formulawill operatefairly to gpportion to this Sate theincome of the taxpayer'strade
or business See | STC Rule 0688. (7-1-93)

03. Filing Returns. Infiling retlurnswith thisstete, if the taxpayer departs from or modifiesthe basisfor excluding or
incdluding gross receiptsin the sdles factor used in returnsfor prior years, the taxpayer shdl disdase inthereturn for the current year
the nature and extent of the modification. If the returns or reports filed by the taxpayer with dlstatesto which the taxpayer reports
under Sections 63-3027 and 63-3701, Article 1V, ldaho Code, or the Uniform Divison of Income for Tax Purposes Act are not
uniform intheindusion or exdusion of gross receipts, the taxpayer shall disclosein its return to this sate the nature and externtt of the
variance. (7-1-93)

061. SALESFACTOR: DENOMINATOR (Rule 061).

The denominator of the sales factor shdl include the tota gross receipts derived by the taxpayer from transactions and activity in
the regular course of its trade or business, except receipts excduded under ISTC Rule 068. Inno case, however, will the denominator
exceedthesum of dl thenumerators, (7-1-93)

062. SALESFACTOR: NUMERATOR (Rule 062).

The numerator of the sales factor shall include gross receipts attributable to this state and.derived by the taxpayer from
transactions and activity in the regular course of its trade or business. All interest income, service charges, carrying charges, or
time-price differential charges incidenta to such gross receipts shall be included regardless of the place where the accounting
records are maintained or the location of the contract or other evidence of indebtedness (7-1-93)

063. SALESFACTOR: SALESOF TANGIBLE PERSONAL PROPERTY IN THISSTATE (Rule 063).

oL Gross Receipts. Gross receipts from sdes of tangible persond property, except sdes to the United Sates
Government; asdiscussad in ISTC Rule 064 arein thisstete: (7-1-93)

a If the property is ddivered or shipped to a purcheser within this sate regardiess of the EO.B. point or other
conditions of sale; or (7-1-93)

b. If the property is shipped from an office, sore, warehouse, factory, or other place of soragein this state and the
taxpayer is not taxable in the state of the purchaser. (7-1-93)
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02. Dedtination Sdes. (7-1-93)
a Property shall be deemed to be ddlivered or shipped to a purchaser within this state if the recipient is located in

this gtate even though the property isordered from outsde this state. Example: The taxpayer, with inventory in Stete A, sold one
hundred thousand dallars ($100,000) of its products to a purchaser having branch stores in severd states including this state.
The order for-the purchase was placed by the purchaser's central purchasing department located in State B. Twenty-five thousand
dollars ($25,000) of the purchase order was shipped directly to purchaser's branch storein this state. The branch storein this stateis
the purchaser within this state with respect to twenty-five thousand dollars ($25,000) of the taxpayer's sdes. (7-1-93)

b. Property is ddivered or shipped to a purchaser within this State if the shipment terminates in this date, even
though the property is subsequently transferred by the purchaser to ancther Sate. Example: Thetaxpayer makesasdeto apurchaser
who maintansacentra warehousein thisstate a which al merchandise purchases are received. The purchaser reshipsthe goodsto
its branch storesin other states for sde. All of the taxpayer's products shipped to the purchaser's warehouse in this state is property
ddlivered or shipped to apurchaser within thisstate (7-1-93

03. Purchaser. Theterm purchaser within this state shal indude the ultimate recipient of the property if the taxpayer
in this state, at the designation of the purchaser, delivers to or has the property shipped to the ultimate recipient within this state.
Example'A taxpayer in this state sold merchandise to a purchaser in Sate A. Taxpayer directed the manufacturer or supplier of
the merchandise in State B to ship the merchandise to the purchaser's customer in this Sate pursuant to purcheser's indructions.
Thesdeby thetaxpayer isinthissae (7-1-93)

04. Diverted Shipment. When property being shipped by asdler from the date of origin to aconsignee in another
state is diverted while en route to apurchaser in this state, the sales are in this state. Example: The taxpayer, aproduce grower
in Sate A, begins shipment of perishable produce to the purchasar's place of business in State B. While en route the produce is
diverted to the purchaser's place of business in this state in which state the taxpayer is subject to tax. The sle by the taxpayer is
atributed tothis tete (7-1-93)

05. Throwback Sdes. If the taxpayer is not taxable in the state of the purchaser, the sdleis dtributed to this sate if
the property is shipped from an office, Store, warehousg, factory, or other place of storage in this state. Example: The taxpayer has
itshead office and factory in Sate A. It maintains abranch office and inventory in this state. Taxpayer'sonly activity in State B isthe
solicitation of orders by aresident sdesman. All orders by the Sate B sdlesman are sent to the branch office in this state for approva
and arefilled by shipment from theinventory in thisstate. Sincetaxpayer isimmune under Public Law 86-272 fromtax in Sate B, dl
sdesof merchandiseto purchasersin Sate B are attributed to thissate, the tatefrom whichthe merchandisswasshipped.  (7-1-93)

06. Third-Party Throwback Sdes If ataxpayer whose slesman operatesfrom an officelocated in thisstete makes a
sdeto apurchaser in another state in which the taxpayer is not taxable and the property is shipped directly by athird party to the

purchaeer, the following rules gpply (7-1-93)
a If thetaxpayer istaxable in the gate from which the third party shipsthe property, then the sdeisin such state.
(7-1-93)
b. If the taxpayer isnat taxablein the state from which the property is shipped, thenthe sdeisin thisstate.
(7-1-93)
C. Example: Thetaxpayer in thisstate sold merchandiseto apurchaser in Sate A. Taxpayer isnot taxablein Sate

A. Upon direction of the taxpayer, the merchandise was shipped directly to the purchaser by the manufacturer in State B. If the
taxpayer istaxablein State B, the sdeisin Sate B. If the taxpayer isnot taxablein State B, the saleisin this state. (7-1-93)

064. SALES FACTOR: SALES OF TANGIBLE PERSONAL PROPERTY TO UNITED  STATES
GOVERNMENT IN THISSTATE (Rule 064).

Gross receipts from sdes of tangible persond property to the United States Government are in this state if the property is
shipped from an office, sore, warehouse, factory, or other place of storagein this state. For the purposes of this rule, only sales for
which the United States Government makes direct payment to the sdller pursuant to the terms of a contract condtitute sdlesto the
United States Government. Thus, asagenerd rule, sdesby asubcontractor to the prime contractor, the party to the contract with the

United Sates Government, do not condtitute saesto the United Sate Government. (7-1-93)
0L Example 1: A taxpayer contracts with Generadl Services Adminigtration to deliver X number of truckswhich
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were paid for by the United Sates Government. The sdeisasdeto the United Sates Government. (7-1-93)

02. Example 2: The taxpayer as a subcontractor to a prime contractor with the National Aeronautics and Space
Administration contracts to build a component of a rocket for one million dollars ($1,000,000). A sde by the subcontractor to the
prime contractor isnot asaeto the United States Governmentt. (7-1-93)

065. SALESFACTOR: SALES OTHER THAN SALES OF TANGIBLE PERSONAL PROPERTY IN THIS
STATE (Rule 065).

01. General Rule. Sections 63-3027(q) and 63-3701, Article 1V.17, Idaho Code, provide for the indusionin
the numerator of the sdes factor of gross receipts from transactions other than sdles of tangible persona property, induding
transactions with the United States Government; under these sections gross receipts are attributed to this dtate if the income
producing activity which give rise to the receipts is performed wholly within this state. Also, gross receipts are attributed to this
deteif, with respect to a particular item of income, the income producing activity is performed within and without this state but
the greater proportion of theincome producing activity is performed in this state, based on costs of performance. (7-1-93)

02. Income Producing Activity. The term, income producing activity, appliesto each separate item of incomeand
means the transactions and activity directly engaged in by the taxpayer in the regular course of itstrade or business for the ultimate
purpose of abtaining gains or profit. Such activity does not include transactions and activities performed on behdf of a
taxpayer, such asthose conducted on its behaf by an independent contractor. Income producing activity indudesthefallowing:

(7-1:93)

a The rendering of persond services by employees or the utilization of tangible and intangible property by

the taxpayer in performing aservice. (7-1-93)
b. Thesde rentdl, lessing, licensing or other use of red property. (7-1-93

C. Therentd, leeaing, licensing or other use of tangible personal property. (7-1-93)

d. Thesde licensing or other use of intengible persond property. (7-1-93)

e Themereholding of intangible persond property isnat; of itsalf, an income producing activity. (7193

03. Costs of Performance. The term, costs of performance, means direct costs determined in a manner
consistent with generally accepted accounting principles and in accordance with accepted conditions or practices in
thetrade or business of thetaxpayer. (7-1-93)

04. Application. In generd, receipts, other than from sales of tangible personal property, in respect to a particular
income producing activity are in this sate if: The income producing activity is performed whally within this sate; or the income
producing activity is performed bath in and outside this state and agrester proportion of theincome producing activity isperformedin
thisgatethan in any other Sate, basad on cogts of performance. (7-1-93)

05. Soecia Rules. The fallowing are specid rules for determining when receipts from the income producing
adtivitiesdescribed below areinthisqate: (7-1-93)

a Gross receipts from the sde, lease, renta or licensing of red property arein this seteif the red property.is
located in this state. (7-1-93)

b. Gross recaipts from the rentd, lease or licenang of tangible persond property arein this state if the property is
located in thisstate. Therental, lease, licensing or other use of tangible persond property in this Sete isaseparate income producing
activity from therentd, leass, licenaing or other use of the same property while located in another state; consequently, if property is
within and without this state during the rentd, lease or licensing period, gross receipts attributable to this state shdl be measured
by the ratio which the time the property was physically present or was used in this state bears to the total time or use of the
property everywhere during such period. Example Taxpayer isthe owner of ten (10) railroad cars. During the yeer, thetotd of the
dayseachrailroad car was present in thisstate wasfifty (50) days. The recaipts attributable to the use of each of therailroad carsinthis
date areasgpardeitem of incomeand shdl be determined asfollows
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Ten (10) cars x fifty (50) days) / (Ten (10) cars x three hundred Sxty-five (365) days) x Totd Receipts = Recepts
Attributableto This State (7-1-93)

C. Gross receipts for the performance of personal services are ditributable to this state to the extent such sarvices
areperformed inthisstate. If sarvicesrelating to asingleitem of incomeare performed partly within and partly without this state, the
gross receipts for the performance of such sarvices shdl be attributable to this state only iIf a greater portion of the services were
performed in this State, based on codts of performance. Usualy where sarvices are parformed partly within and partly without this
date the services performed in each date will conditute a separate income producing activity; in such case the gross receipts for the
performance of services dtributable to this state shall be measured by the ratio which the time spent in performing such servicesin
this state bears to the totd time spent in performing such services everywhere. Time spent in performing services includes the
amount of time expended in the performance of acontract or other obligation which givesriseto such grossrecaipts. Persond sarvice
not directly connected with the performance of the contract or other obligation, asfor example, time expended in negotiating the
contract, is excluded from the computations. Example 1. Taxpayer, a road show, gave theetricd performances at various
location in State X and in this'state during the tax period. All gross receipts from performances given in this state are
attributed to this state. Example 2: The taxpayer, a public opinion survey corporation, conducted a pall by its employeesin
Sate X andinthis sate for the sum of ninethousand dollars ($9,000). The project required six hundred (600) man hoursto obtain
the basic dataand prepare the survey report. Two hundred (200) of the six hundred (600) man hours were expended in this Sate.
The recepts dtributable to this sate are three thousand dollars ($3,000). Two hundred (200) man hours divided by six hundred
(600) man hours times nine thousand dollars ($9,000). (7-1-93)

066. SPECIAL RULES (Rule066).
0L Alternate Methods Sections 63-3027(r) and 63-3701; Article V.18, Idaho Code, provide that if the alocation

and apportionment provisons of Sections 63-3027 and 63-3701, Article 1V, 1daho Code, do not fairly represent the extent of the
taxpayer's business activity in thisstete, the taxpayer may petition for or the State Tax Commisson may require, inrepecttodl or

any part of thetaxpayer'sbusnessativity, if ressonable: (7-1-93)
a Separate accounting; (7-1-93)
b. The excluson of any one (1) or more of thefactors; (7-1-93)
C. The inclusion of one (1) or more additiona factors which will fairly represent the taxpayer's business
activity in this state; or (7-1-93)
d. The employment of any other method to effectuate an equitable dlocation and apportionment of the taxpayer's
business. (7-1-93)

02. Specific Industry Methods. Sections 63-3027(r) and 63-3701, Article 1V.18, Idaho Code, permit a departure
from the dlocation and gpportionment provisions of Sections 63-3027 and 63-3701, Article 1V, Idaho Code, only in limited and
specific cases. Sections 63-3027(r) and 63-3701, Article V.18, Idaho Code, may be invoked only in specific cases where
unusual fact stuations, which ordinarily will be unique and nonrecurring, produce incongruous results under the apportionment
and dlocation provisons contained in Sections 63-3027 and 63-3701, Article 1V, Idaho Code. In the case of certain industries such
as ar trangportation, rail trangportation, ship trangportation, trucking, television, radio,-mation pictures, various types of
professond athletics, and so forth, the foregoing rules in respect to the gpportionment formula do not st-forth appropriste
procedures for determining the apportionment factors Nothing in Sections 63-3027(r) and 63-3701, Artide 1V.18, Idaho Code, or in
ISTC Rules 066 through 075 shdl preclude the State Tax Commission from establishing gppropriate procedures under Sections 63
3027(j) to (q) and 63-3701, ArtidelV. 10to 17, Idaho Code, for determining the gpportionment factorsfor each such industry, but such

proceduresshdl be applied uniformly. (7-1-93)
067. SPECIAL RULESPROPERTY FACTOR (Rule 067).
Thefallowing specid rules are established in respect to the property factor of the gpportionment formula (7-1-93)

oL Subrents. If the subrents taken into account in determining the net annud rental rate under ISTC Rule 054
produce anegative or dearly inaccurate vaue for any item of property, ancther method which will properly reflect the vaue of rented
property may be required by the Sate Tax Commission or requested by the taxpayer. In no case, however, shall such vauebelessthan
an amount which bearsthe same ratio to the annud rentd rate paid by the taxpayer for such property asthe fair market vaue of that
portion of the property used by thetaxpayer bearsto the total fair market vaue of the rented property. Example: The taxpayer rents
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aten (10) story building a an annud rentd rate of one million dollars ($1,000,000). Taxpayer occupies two (2) Sories and sublets
eight (8) storiesfor onemillion dollars ($1,000,000) ayear. The net annud rentd rate of the taxpayer must not belessthan two-tenths
(-2) of thetaxpayer'sannud rentd ratefor the entireyear, or two hundred thousand ($200,000). (7-1-93)

02. Market Rental Rete. If property owned by othersis used by the taxpayer at no charge or rented by the taxpayer
for anomind rate, the net annua rental ratefor such property shall be determined on the basis of areasonablemarket rentd ratefor

such property. (7-1-93

068. SPECIAL RULESSALESFACTOR (Rule 068).

Thefollowing spedid rulesare established in respect to the sdlesfactor of the gpportionment formula: (7-1-93)
01. De minimis Gross Receipts. Minima amounts of gross receipts arising from incidental or occasond

transactions or activities may be exdluded from the salesfactor unless such exdusion would materidly affect theamount of income

gpportioned tothisgate. (7-1-93)
02. Gross Receipts from Intangibles. Where the income producing activity in respect to business income from

intangible personal property can be reedily identified, such incomeisincluded in the denominator of the slesfactor and, if theincome
producing activity occursinthis sate, inthe numerator of the sdesfactor aswell. For example, usudly theincome producing activity
can be readily identified in respect to interest income received on deferred payment on sales of tangible property, ISTC Rule 060,
and incomefromthe sale, licenaing or other use of intangible persond property, ISTC Rule 065.

(7-1-93)

069. EXCEPTIONSTO APPORTIONMENT FORMULA; SEPARATE ACCOUNTING (Rule 069).

Separate accounting isto be used only with prior gpprova of the State Tax Commission. A written petition must befiled with the Sate
Tax Commission & leadt thirty (30) days prior to the due date for filing the return, not including extensions. An order gpproving or
rejecting the petition forthwith will be issued by the Commission: In issLing the order, the Commission will determine whether or
not the taxpayer has overcome the presumption that separate accounting will not be dlowed when unitary filing and
gpportionment more accurately will reflect the taxpayer'sincome (7-1-93)

070. EXCEPTIONSTO APPORTIONMENT FORMULA; EXCLUSI ON OF A FACTOR (Rule070).

The prescribed three (3) factor formula procedure contained in the fraction described in Sections 63-3027(i) and 63- 3701, Artice

IV.9, Idaho Code, shdll be used in the gpportionment of income required by these sections. However, under Sections 63-3027(r) and

63-3701, Article 1V.18, Idaho Code, if any one of the prescribed three (3) factorsisingpplicable and no subdtitute factor can be used,

then the remaining two (2) factors shdl be induded as numerators of the fraction described in Sections 63-3027(i) and 63-3701,

Articlel V.9, 1daho Code, and the denominator of such fraction shal betwo (2), unlessatherwise ordered by the Siate Tax Commission.
(7-1-93)

071 EXCEPTIONSTO APPORTIONMENT FORMULA; TAX ON GROSS SALES (Rule071).

Taxpayerswhose only activity in Idaho consists of sdeswhich are not in excess of the amount prescribed in Section 63-3701 Article
HI, Section 2, Idaho Code, may dect to report income and pay tax to 1daho a the rate of one percent (1%6) of grosssales See Section
63-3702, Idaho Code, and ISTC Rule 029. (7-1-93)

072. EXCEPTIONS TO APPORTIONMENT FORMULA; MODIFIED FACTORS FOR CARRIERS OF
FREIGHT OR PASSENGERS (Rule(72).

A subgtantid portion of the net income of taxpayer engaged in the trangportation of freight or passengers within and without 1daho
results from the movement of revenue-producing equipment, drivers, and other operating personnd. It is, therefore, necessary. in
caculaing the gpportionment factor of such carriersto reflect the results of the movement of such eguipment and personnd by using
milestraveled both within and without the state. Thus, the goportionment formula of such trangportation companiesisto be computed
asfallows (7-1-93)

01. Tangible Property. Fixed properties, such as buildings and land used in the business, termind facilities, shop
equipment, and cars and trucks used in gathering or ddlivering loca freight, will be assgned to the state in which such properties
are located. The value of equipment used in over-the-road hauling or other trangportation will be as3gned to this Sate on a
mileage basis. For example, where ten percent (10%) of ataxpayer's milestravded arein Idaho, ten percent (10%) of the vdue of the
revenue-producing trangportation equipment will be induded as part of theldaho property factor. (7-1-93)

02. Payrall. The wages and sdaies of employees asigned to fixed locations such as officers dericd,
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adminigretive, pickup and ddivery, and termind personnd within this state shdl be included in the Idaho payroll factor. The
wages of personne operating trangportation egui pment within and without this state will be assgned to this sate upon the bad's of
miles. The wages of such personnd shdl be assgned to Idaho in the proportion that miles travded within this state beer to the totdl

milestravdled everywhere (7-1-93)
03. Revenues. Revenues will be assigned to this state in the proportion that the miles traveled within the state bear

to the total miles traveled everywhere. All other revenue will be assgned in accordance with the provisons of Sections 63-

3027(0), (p), and (q), and 63-3701, Article V.15, 16, and 17, Ideho Code, and I STC Rules 060 through 065. (7-1-93)

073. SPECIAL RULES: RAILROADS (Rule073).

Thefollowing spedd rulesare established in respect to railroads (7-1-93)
0L Generd Rule. Where arailroad has income from sources both within and without this state, the amount of

businessincome from sources within this sate shdl be determined pursuant to thisrule. In such cases, thefirst step is to determine
what portion of the railroad'sincome congtitutes business income and which portion constitutes nonbusiness income under
Section 63-3701, Article 1V. 1, Idaho Code, and ISTC 35 through 39. Nonbusnessincomeisdirectly alocable to spedific sates
pursuant to the provisons of Section 63-3701, Artide V.50 .8, Idaho Code, inclusive. Businessincome is gpportioned among the
states in which the businessis conducted pursuant to the property, payroll, and sales apportionment factors set forth in thisrule.
The sum of the items of nonbusinessincome directly dlocated to this state, plus the amount of business income attributable to
this state conditutesthe amount of the taxpayer'sentirenet incomewhich issubject to tax by thissate. (7-1-93

02. Business and Nonbusiness Income. For definitions,. rules, and examples for determining business and
nonbusinessincome, see | STC Rule010. (7-1-93)

03. Apportionment of Business Income. The property factor shdl be determined in accordance with ISTC Rules
049 through 055, indusive, the payrall factor in accordance with ISTC Rule 056 through 058, and the salesfactor in accordancewith
ISTC Rules 060 through 065, indusive, except asmodified in thisrule (7-1-93)

04. The Property Factor. Property Vauation. Owned property shall be vaued at its origind cost and rented
property shdl be vaued a eight (8) timesthe net annua rental rate in accordance with Section 63-3701, ArtidelV. 11, Ideho Code,
and ISTC Rules 053 and 054. Rallroad cars owned and operated by other railroads or other companies and temporarily used by the
taxpayer in its busness and for which a per diem or mileage charge is mede are not included in the property factor as rented
property. Railroad cars owned and operated by the taxpayer and temporarily used by other railroads in their business and for
which a per diem charge is made by the taxpayer are induded in.the property factor of the taxpayer. Railroad cars which are not
owned and operated by other railroads for which a per diem or mileage charge is made are included in the property factor as rented

property. (7-1-93)

a The Denominator and Numerator of the Property Factor. The denomingtor of the property factor shdl be the
average vaue of dl of the taxpayer's red and tangible persond property owned or rented and used during the income year. The
numerator of the property factor shal bethe average vaue of thetaxpayer'sred and tangible persond property awned or rented and
used in this gtate during theincome year. (7-1-93)

b. In determining the numerator of the property factor, dl property ‘except-mohile or movable property such as
passenger cars, freight cars, locomatives and freight containers which are located within and without this State during the income year
shdl beinduded inthe numerator of the property factor in accordancewith Section 63-3701, Artide 1V.10.-12.,1daho Code, inclusive,
and ISTC Rules 049 through 055, inclusive (7-1-93)

C. Mohile or movable property such as passenger cars, freight cars, locomatives and freight containers which are
located within and without this state during the income year shal be included in the numerator of the property factor in theraio
which locomotive-milesand car-milesin the Sate bear to thetotal everywhere (7-1-93)

d. Origind Cogt. For purposes of subsection 04, origind cost is deemed to be the basis of the property for federd
income tax purposes, prior to any federal income tax adjustments except for subsaquent capital additions, improvements thereto or
patid dispostions; o, if the property has no such basis, the vauaion of such property for Intersate Commerce Commission
purposes. If the origind cost of property is unascertainable under the foregoing standards, the property isincluded in the property
fector at itsfair market value as of the date of acquisition by the taxpayer. ISTC Rule053. (7-1-93)
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e Rent. For purposes of Subsection 073.04, rent does not include the per diem and mileage charges paid by the
taxpayer for the temporary use of railroad cars owned or operated by another railroad. (7-1-93

f. Vaue. For purposes of Subsection 073.04, the value of owned red and tangible persond property shal meaniits
origina cost, see Section 63-3701, ArticleV. 11., Idaho Code, and ISTC 53. (7-1-93)

g Average Vaue. For purposes of Subsection 073.04, average vaue of property means the amount determined
by averaging the values at the beginning and ending of the income tax year, but the State Tax Commisson may requirethe
averaging of monthly values during the income year or such averaging as necessary to effect properly the average vaue of the

railroad's property. See Section 63-3701, Article 1V.12, Idaho Code, and | STC Rule 055. (7-1-93)

h. Rented Property. For purposes of Subsection 073.04, the vaue of rented red and tangible persond property

means the product of eight (8) times the net annud rentd rate. See Section 63-3701, Artide V.1, Idaho Code, and ISTC Rule

054. (7-1-93)

i Net Annua Rental. For purposes of Subsection 073.04, net annual rental rate means the annua rentd rate

paid by thetaxpayer lessany annual rental rate received by the taxpayer from subrentals. (7-1-93)

j- Property. For purposes of Subsection 073.04, property used during the income year includes property

whichisavailablefor usein the taxpayer'strade or business during theincome yesr, (7-1-93)

k. Locomoative-mile. For purposes of Subsection 073.04, alocomotive-mileis the movement of alocomotive, a
sf-propelled unit of equipment designed soldy for moving other equipment, adistance of one mile under its own power.

(7-1-93)

1 Car-mile. For purposes of Subsection 073.04, aca-mile isamovement of aunit of car equipment adistance of

one mile. (7-1-93)

05. The Payroll Factor. The denominator of the payroll factor is the total compensation paid everywhere
by the taxpayer during the income year for the production of business income. See Section 63-3701, Article 1V.13.-14., Idaho
Code, and ISTC Rules 056 through 059. The numerator of the payroll factor is the tota amount paid in this state during the
income year by the taxpayer for compensation. With respect to al personnel except enginemen and trainmen performing sarvices
on interdaetrains, compensation paid to such employees shdl beincluded in the numerator as provided in Section 63-3701, Article
IV.13.-14., Idaho Code, and I STC Rules 056 through 059. With repect to enginemen and trainmen performing sarviceson interstate
trains, compensation paid to such employeess shel be incdluded in the numerator of the payrall factor in the retio which their services

performed in this sate bear to their services performed everywhere (7-1-93)
06. The Sdes(Revenue) Factor. (7-1-93)
a All revenue derived from transactions and activitiesin the regular course of the trade or business of the taxpayer

which produces business income, except per diem and mileage charges which are collected by the taxpayer, isinduded in the
denominator of the revenuefactor. See Section 63-3701, Artide V. 1, Idaho Code, and | STC Rules 035 through 039. The numerator
of the revenue factor isthe tota revenue of the taxpayer in this state during the income year: The total revenue of the taxpayer in
this gate during the income yesr, other than revenue from hauling freight, passengers, mail and express, shdl be attributable to this
gtatein accordance with Section 63- 3701, Article [V.15.-17, Idaho Code, and 1STC Rules 060 through 065. (7-1-93)

b. Thetotal revenue of the taxpayer in this state during the income year for the numerator of the revenue fector
from hauling freight, mail and express shall be attributable to this state as follows: All receipts from shipments which both originete
and terminate within this state; and thet portion of the recelpts from each movement or shipment passing through, into, or out of this
Sete is determined by the ratio which the miles traveled by such movement or shipment in this State bears to the total miles
traveled by such movement or shipment from point of originto destination. (7-1-93)

C. The numerator of the sales, revenue, factor shall include: al receipts from the transportation of passengers,
indluding mail and express handled in passenger service, which both originate and terminate within this stete; and thet portion of the
receipts from the transportation of interstate passengers, including mail and express handled in passenger service, determined by
the ratio which revenue passenger milesinthis Sate bearsto the total everywhere. (7-1-93)
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074. SPECIAL RULE: CONSTRUCTION CONTRACTORS (Rule 074).
Thefollowing specid rules are established in repect to the apportionment of income of long-term construction contractors
(7-1:93)

0l Gengrd Rule. When a taxpayer dects to use the percentage of completion method of accounting or the
completed contract method of accounting for long-term contracts, as defined in Treasury Regulaion Section 1.451-3(b), and has
income from sources both within and without this state from atrade or business; the amount of businessincome derived from such
long-term contracts from sources within this Sate shall be determined pursuant to thisrule. In such cases, thefirst step isto determine
which portion of the taxpayer's income constitutes business income and which portion congtitutes nonbusiness income under
Section 63-3701, Article1V. 1, Idaho Code, and ISTC 35 through 39 thereunder. Nonbusinessincomeisdirectly dlocated to gpedific
dates pursuant to the provisons of Section 63-3701, Article IV.5 to .8, Idaho Code, inclusve. Business income is gpportioned
among the states in which the businessis conducted pursuant to the property, payroll, and sales gpportionment factors set forth in
thisrule The sum of theitems of nonbusinessincome directly dlocated to this sate, plusthe amount of businessincome attributable
to this state condtitute the amount of the taxpayer's entire net income which is subject to tax by thisstate. (7-1-93)

02. Business and Nonbusiness Income. For definitions, rules and examples for determining business and
nonbusinessincome see | STC Rules 010 and 035 through 39 (7-1-93)

03. Methods of Accounting and.Year of Inclusion. The state of Idaho permits the taxpayer to elect either the
percentage of completion or completed contract method. Business income is gpportionad to this date by a threefactor formula
conggting of property, payroll and sdesregardless of the method of accounting for long-term contracts by the taxpayer. Thetotd of
the property, payroll and sales percentages is divided by three (3) to determine the gpportionment percentage. The gpportionment
percentage is then gpplied to bus nessincome to determine the amount gpportioned to thisate (7-1-93

a Percentage of Completion Method. Under this method of accounting for long-term contracts, the amount to be
included each year as businessincome from each contract, is the amount by which the gross contract pricewhich correspondsto the
percentage of the entire contract which has been completed during theincome years exceeds dl expendituresmade during theincome
year in connection with the contract. In o doing, account must be taken of thematerid and supplies on hand at the beginning and end
of theincome year for usein each such contract. Example: A texpayer using the percentage of completion method of accounting for
long-term contracts, entered into along-term contract to build a structure for nine million dollars ($9,000,000). The contract alowed
three (3) yearsfor completion, and asof the end of the sacond incomeyear the texpayer's books of account, ket on the accrual method,
disclosed the following: (7-1-93)

i. End of 1¢t Income Year: Receipts: $2,500,000 Expend.: $2,400,000. (7-1-93)

i. End of 2nd Income Year: Receipts: $4,500,000 Expend.: $4,100,000
Totals: $7,000,000 Totals: $6,500,000

In computing the above expenditures, consideration was given to material and supplies on hand at the beginning and
end of eechincome year. It was estimated thet the contract wasthirty percent (30%) completed at the end of thefirst income year and
eighty percent (80%) completed a the end of the second income year. The amount to be included as business income for the first
income yeer is three hundred thousand dollars ($300,000) (thirty percent (30%) of nine million-dollars ($9,000,000) or two
million seven hundred thousand dollars ($2,700,000) less expenditures of two million four hundred thousand dollars
($2,400,000) equass three hundred thousand dollars ($300,000)). The amount to be included as business income for the second
year is four hundred thousand dollars ($400,000) (fifty percent (50%) of nine million dollars ($9,000,000) or four million five
hundred thousand dollars ($4,500,000) less expenditures of four million one hundred thousand dollars ($4,200,000) equalsfour
hundred thousand dallars ($400,000)). (7-1-93)

b. Completed Contract Method. Under thismethod of accounting businessincome derived from long- term contracts
is reported for the income year in which the contract is findly completed and accepted. Therefore, a specia computation is
required to compute the amount of businessincome attributable to this state from each completed contract, see subsection 05 of
this rule. Thus, al receipts and expenditures gpplicable to such contracts whether complete or incomplete as of the end of the
income year are excdluded from business income derived from other sources, as for example, short-term contracts, interest, rents,
roydties etc., whichisgpportioned by the regular three (3) factor formulaof property, payroll, and sales. (7-1-93)

C. Property Factor. In general, the numerator and denominator of the property factor shall be determined as
st forth in Section 63-3701, Artide 1V.10t0 .12, Idaho Code, indusive, and ISTC Rules 049 through 055, indlusive. However, the
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following specid rules are dso gpplicable: The average vaue of the taxpayer's cogt, induding materids and labor, of congruction
in progress, to the extent such cogts exceed progress billings, accrued or received depending on whether the taxpayer is on the
accrud or cash basis for keeping its accounts, shal be included in the denominator of the property factor. The value of any
such construction costs attributable to construction projectsin this state shdl beincluded in the numerator of the property factor.
Example 1: Taxpayer commenced along-term congruction project in this sate as of the beginning of a.given year. By the end of its
second incomeyear itsequity in the costs of production to be reflected in the numerator and denominator of its property factor for
uch yeariscomputed asfalows

1< Year Ending 2nd Year Ending

Beginning Beginning
Congruction Cod's 0 $1,000,000
ProgressBillings 600,000
Balance 12/31--(1/1) S400000 | S400,000
Condruction Cogts-Tota from Beginning of Project $5,000,000
Progress Billings-Total from Beginning of Project $4,000,000
Baance 12/31 $1,000,000
Baance Beginning of Year $400,000
Totd $1,400,000
Average (1/2)- Vaue Used in Property Factor $700,000

NOTE: It may be to use monthly averages if yearly averages do not properly reflect the average vaue of the taxpayer's
equiity; see Section 63-3701, Artide 1V.12, Idaho Code, and ISTC Rule 055. Example 2: Same facts as in Example 1, except thet
progress hillings exceeded construction costs. No vaue for the taxpayer's equity in the congruction project is shown in the
property factor. Rent paid for the use of equipment directly attributable to a particular congtruction project is included in the
property factor at eight (8) times the net annud rental rate even though such rental expense may be capitalized into the cost of
congtruction. The property factor iscomputed in the same manner for @l long-term contract methods of accounting and is computed
for each income year even though under the completed contract method of accounting, busnessincomeis computed separately.
(7-1-93)

d. Payrall Factor. In generd, the numerator and denominator of the payrall factor shall be determined as set forth in
Section 63-3701, Article IV.13 and .14, Idaho Code, and ISTC Rules 056 though 059. However, the following specia
rules are also applicable. Compensation paid employees which is attributable to a particular construction project isincluded
in the payroll factor even though capitalized into the cost of construction. Compensation paid employeeswho in the aggregate
perform mogt of their sarvices in a Sate to which their employer does not report them for unemployment tax purposes, shall
nevertheless be attributed to the Sate where the sarvices are performed. Example: A taxpayer engaged in along-term contract in Sate
X snds severd key employess to thet date to supervise the project. The taxpayer, for unemployment tax purposes reports these
employees to State Y where the main office is maintained and where the employees reside. For payroll factor purposes and in
accordance with Section 63-3701, Article 1V.14, Idaho Code, and I STC Rule 059 thereunder, the compensation is assgned to the
numerator of State X. The payroll factor is computed in the same manner for al long-term contract methods of accounting and
is computed for each income year even though under the completed contract method of accounting, business income is computed
Sparddy. (7-1-93)

e Sdes Factor. In generd, the numerator and denominator of the sales factor shdl be determined as set forth in
Section 63-3701, Article | V.I 5 through .17, Idaho Code, inclusive, and ISTC Rules 060 through 065, indusive. However, the
following specid rulesare dso applicable: Grossreca ptsderived from the performance of acontract are attributableto this stateif the
congruction project islocated in this gate. If the congtruction project is located partly within and partly without thisate, the gross
receipts attributable to this Sate are basad upon the ratio which condruction cogts for the project in this sate incurred during the
income yeer bears to the totd of construction costs for the entire project during the income year or any other method, such as
enginearing cogts esimates, which will provide areasonable gpportionment. Example 1: A construction project was undertaken
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inthis state by a cdendar year taxpayer which had dected one of the long-term contract methods of accounting. Thefollowing gross
receipts, progress billings, were derived from the contract during the three (3) income years that contract wasin progress

1<t Year 2nd Year 3rd Year

Gross Receipts $1,000000 | $4,000000 | $3,000,000

The gross receipts to be reflected in both the numerator and denominator of the salesfactor for each of the three (3) years
are the amounts shown. Example 2; A taxpayer contractsto build adam on ariver a apoint which lieshdf (1/2) within this state and
half (1/2) within State X. During the taxpayer'sfirst income year construction cogtsin this state were two million dollars ($2,000,000).
Totd congtruction costs for the project during the income year were three million dollars ($3,000,000). Gross receipts, progress
billings, for the year were two million four hundred thousand dollars ($2,400,000). Accordingly, gross receipts of Two Million
Dallars ($2,000,000) / Three Million Dallars ($3,000,000) = sixty-sx and two thirds percent (66 2/3%) x Two Million Four
Hundred Thousand Dollars ($2,400,000) = One Million Six Hundred Thousand Dallars ($1,600,000) areincluded in the numerator
of the sdesfactor. If the percentage of completion method is used, the sdesfactor includes only that portion of the gross contract price
which corresponds to the percentage of the entire contract which was completed during the income year. Example: A taxpayer
which hed dected the percentage of completion method of accounting entered into along-term congtruction contract. At theend of its
current income yeer, the second since starting the project, it estimated that the project was thirty percent (30%) completed. The bid
price for the project was nine million dallars ($9,000,000) and it had received two million five hundred thousand dollars
($2,500,000) from progress billings as of the end of its current income year. The amount of grossreceiptsto beinduded inthe sdes
factor for the current income year istwo million saven hundred thousand dallars ($2,700,000) (thirty percent (30%) of nine million
dollars ($9,000,000)), regardless of whether the taxpayer uses the accrual method or the cash method of accounting for receipts
and disbursements. If the completed contract method of accounting is used, the sales factor includes the portion of the gross
receipts, progresshilling, received or accrued, whichever isgoplicable, during theincome yeer attributableto each contract. Example
1: A taxpayer which had dected the completed contract method of accounting entered into along-term congtruction contract. By the
end of its current income year, the second since starting the project, it had billed, and accrued on its books atotal of five million
dallars ($5,000,000) of which two million dallars ($2,000,000) had accrued in the first yeer the contract was undertaken, and three
million dollars ($3,000,000) hed accrued in the current, second, year. The amount of grass receiptsto beinduded in the sdlesfactor
for the current income yeer isthree million dollars ($3,000,000). Example 2: Samefactsasin Example 1, except the taxpayer kegpsits
books on the cash basis, and as of the end of itscurrent income year had received only two million five hundred thousand dollars
($2,500,000) of the three million dollars ($3,000,000) billed during the current year. Theamount of grossrecaiptsto beindudedinthe
sdesfactor for the current income year istwo million five hundred thousand dollars ($2,500,000). The sdesfactor iscomputed inthe
same manne, regardless of which long-term method of accounting the taxpayer has eected, and is computed for each income year
even though under the completed contract method of accounting, businessincomeis computed separatdly. (7-1-93)

f. Apportionment Percentage. The totd of the property, payroll, and sdes percentegesis divided by three (3) to
determine the apportionment percentage. The apportionment percentage is then applied to business income to establish the
amount apportioned to this state. (7-1-93)

04 Completed Contract Method, Special Computation. The completed contract method of accounting requires that
the reporting of income, or loss, be deferred until the year the congtruction project is completed or acoepted. Accordingly, a
separate computation is made for each such contract completed during theincome year regardless of whether the project islocated
within or without this gate, in order to determine the amount of income which is attributable to sources within this gate. The
amount of income from each contract completed during the income year gpportioned to this Sate, plus other business income
gpportioned to this state by the regular three (3) factor formula such as interest income, rents, roydties, income from short-term
contracts, etc., plusal nonbusinessincome alocated in this Sate is the measure of tax for theincomeyear. The amount of income,
or loss, from each contract which is derived from sources within this state using the completed contract method of accounting

is computed asfallows (7-1-93)
a In theincome year the contract is completed, theincome or losstherefrom is determined. (7-1-93
b. The income, or loss, determined in Subsection 074.04.a. is apportioned to this state by the following

method: A fraction is determined for each year the contract wasin progress. The numerator isthe amount of congruction cogts paid
or accrued each year the contract was in progress and the denominator isthe total of dl such congtruction cogts for the project.
Each percentage determined is multiplied by the gpportionment formula percentage for that particular year as determined in
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Subsection 074.03f. of thisrule. The percentages determined for each year the contract was in progress are totded. The amount of
totd income, or lass, from the contract determined in Subsection 074.04.a, above, ismultiplied by thetota percentage. Theresulting
income, or lass, istheamount of businessincome from such contract derived from sourceswithin this sate. (7-1-93)

C Example 1: A taxpayer using the completed contract method of accounting for long-term contractsis engaged in
three long-term contracts, Contract L in this state, Contract M is Sate X, and Contract N in Sate Y. In addition, it has other busness
income, lessexpenses during theincomeyear 1972 from intered, rents, and short-term contracts amounting to five hundred thousand
dallars ($500,000), and nonbusiness income dlocable to this sate of eight thousand dollars ($8,000). During 1972, it completed
Contract M in State X a aprofit of nine hundred thousand dollars ($900,000). ContractsL and N inthisstate and Siate Y, respectively,
were not completed during the income year. The apportionment percentages of the taxpayer as determined in Subsection
074.03 of thisruleand the percentages of contract cogtsasdetermined abovefor eachyear Contract M in Sate X wasin progressare
asfollows

1970 1971|1972

Apportionment Percentages 30% 20% |40%

Percentages of Congtruction Costs Contract M- [20% 50% |30%
Each Year to Totd Congruction Costs--(100%)

(7-1-93
The corporation's net income subject to tax in thisstate for 1972 is computed asfollows

BusinessIncome $500,000
Apportion 40% to this Sate $200,000
Add: Incomefrom Contract M $252,000
Totd BusinessIncome Derived from Sources | $452,000
withinthis State

Add: Nonbusiness

Income Allocated to this State $8,000
Net Income Subject to Tax $460,000

Income from Contract M Apportioned to thisSate:

1970 1971 1972 Total
Apportionment Percentage 30% 20% 40%
Percentage of
Congtruction Cogts 20% 50% 30% 100%
Product 6% 10% 12% 28%
28% of 5900,000 = 5252,000
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d. Example 2. Samefactsasin Subsection 074.04.c, except that Contract L was darted in 1972 in thisstate, the first
year the taxpayer was subject to tax in this sate. Contract L in this state and Contract N in Sate Y are incomplete in 1972. The
corporation's net income subject to tax in thisstaefor 1972 is computed asfollows

$500,000
$200,000
$108,000
$308,000
$8,000
$316,000

Incomefrom Contract M Apportioned to this Sate:

1970 1971 1972 |Total
Apportionment Percentage 0% 0% 40%
Percentege
of Construction Costs 20% 50% [30% |100%
Product 0% 0% 12% |12%
12% of $900,000 =$108,000

NOTE: Only twelve percent (12%) is used to determine the income derived from sourceswithin this state since the corporation was
not subject totax inthistate prior to 1972. (7-1-93)

e Example 3: Samefactsasin Subsection 074.04.C, except thet thefiguresrdateto Contract L inthisstete and 1972
isthefirs year the corporation was taxablein another State, see Section 63-3701, Artide V.2 and .3, Idaho Code, and ISTC Rule 041
and ISTC Rules 045 through 047. ContractsM and N in Sates X and Y weredtarted in 1972 and areincomplete. The corporation's net
income subject totax inthis gatefor 1972 is computed asfollows

Business Income $500,000
Apportion 40% to this Sate $200,000
Add: Incomefrom Contract L Total $738,000
Business Income Derived from Sources $938,000
Within this State

Add: Nonbusiness Income Allocated tothis {8,000
Sae

Net Income Subject to Tax $946,000

Income from Contract L Apportioned to this State:
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1970 1971 1972 |Total

Apportionment Percentage 100%  |100%  |40%
Percantage

of Construction Costs 20%  |50% |30% |100%
Product 20%  |50% |12% |82%

82% of $900,000 = $738,000

05. Computation for Year of Withdrawa, Dissolution or Cessation of Business, Completed Contract Method. Use
of the completed contract method of accounting for long-term contracts requires that income derived from sources within this state
from incomplete contractsin progress outsde this state on the date of withdrawa, dissolution or cessation of businessin this state
be included in the measure of tax for the taxable year during which the corporation withdraNs dissolves or ceases doing busnessin
thisdate (7-1-93)

a The amount of income, or loss, from each such contract to be apportioned to this state by the
gpportionment method set forth in‘Subsection 074.05.b of this rule shall be determined as if the percentage of completion
method of acoounting were used for @l such contracts on the dete of withdrawal, dissolution or cessation of business. The amount of
businessincome, or lass, for each such contract shal be the amount by which the gross contract price from each such contract shall
be the amount by which the gross contract price from each such contract which corresponds to the percentage of the entire contract
which has been completed from the commencement thereof to the date of withdrawa, dissolution or cessation of business
exceeds dl expenditures made during such period in connection with each such contract. In o doing, account must be taken of the
materia and supplies on hand at the beginning and end of theincome year for usein each such contract. (7-1-93

b. Example: A condruction contractor qualified to do business in this state had dected the completed contract
method of accounting for long-term contracts: It wasengaged in two (2) long-term contracts; Conttract L in this stete was Started in
1971 and completed a a profit of nine hundred thousand ($900,000) on December 16, 1973. The taxpayer withdrew on December
31, 1973. Contract M in State X was started in 1972 and was incomplete on December 31, 1973. The gpportionment percentages of
the taxpayer as determined at Subsection 074.03 of this rule, and percentages of condruction cods are determined in Subsection
074.05.b of thisrulefor each year Contract M in State X wasin progressare asfollows:

1971 1972 1973 /|Total
Apportionment Percentage 30% 20%  |40%
Percentage of Construction Codts.
Contract L, thisState 20% 50% 30% |100%
Contract M, Sae X 0% 10% /{25% [35%

The corporation had other businessincome, net of expenses, of five hundred thousand dollars ($500,000) during 1972 and
three hundred thousand dollars ($300,000) during 1973. The gross contract price of Contract M, State X, was one million dollars
($1,000,000) and it was estimated to be thirty-five percent (35%) completed on December 31, 1973. Totd expendituresto date for
Contract M, Sate X, were three hundred thousand ($300,000) for the period ended December 31, 1973. The measure of tax for the
taxable year ended December 31, 1973 is computed asfalows
Taxable Year 1973

Income Year Income Year
1972 1973
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Business Income Apportionment 5500,000 $300,000
Percentage to this Sate 20% 40%
Amount Apportioned to this Sate $100,000 $120,000
Add: Income from Contracts
L (this Stete) 5252,000
M (Sae X) 6,000
Total Business Income Derived from Sources $100,000 $378,000
within this Sate
Incomefrom Contract L Apportioned to thisSater
1971 1972 1973 Total
Apportionment Percentage 30% 20% 40%
Percentage
of Congtruction Costs 20% 50% 30% 100%
Incomefrom Contract M Apportioned to this Sate
1971 | 1972 | 1973 | Tota
Apportionment Percentage 0%  [20% |40%
Percentage of Congruction Cogts 0% |10% (25% |35%
Product 0% |2% 10% |12%
12% of 550,000 = 56,000
Computation of Apportionable Incomefrom Contract M Based on Percentage of Completion Method:
Total Contract Price 51,000,000
Edtimated to be 35% Completed 5350,000
Less Totd Expendituresto Date 5300,000
Apportionable Income 550,000
(7-1:93)
075. SPECIAL RULES: AIRLINES (Rule(75).
Thefallowing specia rules are established with respect to airlines: (7-1-3
0L Generd Rule. Where an arline has income from sources both within and without this Sate, the amount of

businessincomefrom sourceswithin thisstate shal be determined pursuant to Section 63-3701, ArticlelV., Idaho Code, except as

modified by thisrule. The following terms are used in the apportionment factor desriptions.

(19
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a Vaue of owned red and tangible persond property shdl meanitsorigind cogt. SeeISTC Rule 053.
(7-1-93)
b. Cod of arcraft by type meanstheaverage origing cost or vaue of aircraft by typewhich areready for night.
(7-1-93)
& Original cost meanstheinitial federal tax basis of the property plus the value of capital improvements
tosuch property. It shall be assumed that Sefe Harbor Leases are not true leases and do not affect the origingl initial federd tax basis
of the property. SeeISTC Rule 053. (7-1-93)
d. Averagevaue of property means the amount determined by averaging the values at the beginning and ending of
theincomeyear, but the State Tax Commisson may reguire the averaging of monthly vauesduring theincomeyeer if such averaging is
necessary to reflect properly theaverage vaue of the airlings property. See ArtidelV. 12 and ISTC Rule 055. (7-1-93)
e The vaue of rented red and tangible persond property means the product of eght (8) times the annual rental
rate. See ISTC Rule 054. (7-1-93)
f. Net annud rental rate meansthe annud rentd rate paid by the taxpayer. (7-1-93)
o} Property used during the income year includes property which is available for use in the taxpayer’s trade or
business during theincome year. (7-1-93)
h. Aircraft ready for flight means aircraft owned or acquired through rental or lease, but not interchange,
which arein the passession of thetaxpayer and are availablefor sarvice on thetaxpayer routes (7-1-93)
1 Revenue sarvice meansthe use of arcraft reedy for flight for the production of revenue. (7-1-93)
j- Trangportation revenue means revenue earned by trangporting passengers, freight and mail, aswell as revenue
earned from liquor sales, pet crate rentdls, etc. (7-1-93)
k. Departures means for purposes of these rules, dl takeoffs whether theybe regularly scheduled or chartered
flights, that occur during revenue service. (7-1-93)
02 Apportionment of BusinessIncome. (7-1-93)
a Property Factor. Owned aircraft shdl be valued at its origina cost and rented aircraft shall be vaued a eight

(8) timesthe net annua renta rate in accordance with Section 63-3701, Article V.11, Idaho Code, and ISTC Rules 053 and 054.
The use of the taxpayer's owned or rented aircraft in an interchange program with another ar carrier will not condtitute arental of
such aircraft by the airline to the other participating airline. Such aircraft shal be accounted for in the property factor of the owner.
Parts and other expendables, induding partsfor usein contract overhaul work, will be vaued a cost. The denominator of the property
factor shell bethe average vadue of al of the taxpayer's redl and tangible persona property owned or rented and used during the
income year. The numerator of the property factor shal bethe average of the taxpayer's red and tangible persond property owned
or rented and used in this state during theincome year. In determining the numerator of the property factor, al property except arcraft
reedy for flight shell beinduded in the numerator of the property factor in accordance with Section 63-3701, Artide V.10 through
12, Idaho Code, indusive. Aircraft ready for flight shal be incdluded in the numerator of the property factor inthe ratio caculated as
follows: departures of arcraft from locations in this state weighted as to the cost and value of arcraft by type compared to tota
departuresSmilarly weighted. (7-1-93)

b. The Payroll Factor. The denominator of the payroll factor is the total compensation paid everywhere by
thetaxpayer during theincome year. See Section 63-3701, Artidle V.13 through 14, Idaho Code. The numerator of the payroll factor
is the totad amount paid in this state during the income year by the taxpayer for compensation. With respect to nonflight
personnd, compensation paid to such employees shdl be included in the numerator as provided in Section 63-3701, Artide V.13
through 14, 1daho Code. With respect to flight personnd, the air crew aboard an arcraft assiting in the operations of the aircraft or
the wdfare of passengers while in the air, compensation paid to such employees shdl be induded in the ratio that departures of
arcraft fromlocationsin thisstate, weighted asto the cost and value of aircraft by types compared to tota departures similarly
weighted, multiplied by the tota flight personnel compensation. (7-1-93)
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C Sdes (Trangportation Revenue) Factor. Thetrangportation revenue derived from transactionsand ectivitiesin the
regular course of thetrade or business of the taxpayer and miscdlaneous sales of merchandise, etc., areinduded in the denominator
of the revenue factor. See Section 63-3701, ArticlelV. 1, Idaho Code, and ISTC RuIesO35through039 Passveincomeitemssuch
asinteres, rental income, dividends, etc., will not beinduded in the denominator nor will the procesds or net gainsor lossesfrom the
sdeof arcraft beincluded. The numerator of the revenue factor isthe total revenue of the taxpayer in this state during the income
year. Thetota revenue of the taxpayer in this state during the income year isthe result of the following caculation: the ratio of
departures of aircraft in this Sate weighted as to the cost and value of aircraft by type, as compared to total departures Smilarly
weighted multiplied by the totd trangportation revenue. The product of this calculaion is to be added to any nonflight revenues
directly attributableto this state. (7-1-93)

03. Records. Thetaxpayer must maintain the records necessary to arrive at departures by type of aircraft asused
intheserules. Such records are to be subject to review by the Sate Tax Commission or itsagents. (7-1-93)

04. Example 1: Assume the following factsfor an airline for the tax year: (7-1-93)

a It has ten (10) 747's ready for flight and in revenue service at an average per unit cost of forty million
dollars ($40,000,000) for nine (9) of the aircraft. It rents the remaining 747 from ancther airline for nine million dollars
($9,000,000) per year. At eight (8) times rents, the latter value is valued at seventy-two million dollars ($72,000,000) for
gpportionment purpases. Totd 747 valuation is, therefore, four hundred thirty-two million dollars ($432,000,000) for property

factor denominator purposes. (7-1-93)
b. It has twenty (20) 727's ready for flight and in revenue service a an average per unit cost of twenty million

dollars ($20,000,000). Total 727 valuation is, therefare, four hundred million dollars ($400,000,000) for property factor
denominator purposes. (7-1-93)
C. It has nonflight tangible property, NTP, valued at origind cost of two hundred million dollars
($200,000,000). (7-1-93)
d. It has the following annual payroll: (7-1-93)

i Flight Personnel $60,000,000 (7-1-93)

ii. Nonflight Personnel - 40,000,000 Total $100,000,000 (7-1-93)

From its operdtions, it has tota receipts of fifty million dollars ($50,000,000), business net income of one

million doI lars (%1,000,000) and no nonbusinessincome. (7-1-93)
f. It has the following within State X: Ten percent (10%) of its 747 flight departures forty-three million

two hundred thousand dollars ($43,200,000); twenty percent (20%) of its 727 flight departures eighty million dollars
($80,000,000); five percent (5%) of its nonflight tangible property, NTP, ten million dallars ($10,000,000); and fifteen percent
(15%) of its nonflight personnel payroll six million dollars ($6,000,000). (7-1-93)

g. State X has a corporate tax rate of ten percent (10%). (7-1-93)
Theairlinéstax liability to State X would be determined asfollows: Property Factor:

43,200,000 (747s) + 80,000,000 (727's) + 10,000,000 (NTP) =
432,000,000 (7475) + 400,000,000 (727's) + 200,000,000

133,200,000 = 12.90%
1,032,000,000

SdesFactor:
43,200,000 (747's) + 80,000,000 (727's) = 123,200,000 = 14.8077%

432,000,000 (747's) + 400,000,000 (727's) 832,000,000
Payrall Factor:
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6,000,000 (nonflight) + (.148077 x 60,000,000) (flight) = 14,884,620 = 14.8846%
100,000,000 100,000,000
Average ratio Property, payrall, and sdesfactors= 3

12:907% + 14.8077% + 14.8846% = 42.5993% = 14.1998%
33

Taxableincomein State X: 14.1998% x $1,000,000 = $141,998

Tax liability to State X: .10 x $141,998 =$14,200 (7-1-93)
05. Example 2: Same facts except that Subsections 075.04.f. and O4.g. are changed to reed: (7-1-93)
a It has the following within Stete Y: Six percent (6%) of its 747 flight departures twenty-five million nine

hundred twenty thousand dollars ($25,920,000); thirty-one percent (31%) of its 727 flight departures one hundred
twenty-four million dollars ($124,000,000);.three percent (3%) of its nonflight tangible property sx million dollars
($6,000,000); seven percent (7%) of its nonflight personnel payroll four million two hundred thousand dollars ($4,200,000).
(7-1-93)
b. Sate Y has acorporate tax rate of 9x and one-half percent (6 1/2%). (7-1-93)
c. Theairline's tax liability to State Y would be determined as follows:
Property Fector:

25,920,000 (747's) + 124,000,000 (727's) + 6,000,000 (NTP) =
432,000,000 + 400,000,000 + 200,000,000 155,920,000=15.1085% 1,032,000,000

SdesFactor:

25,920,000 (747's) + 124,000,000 (727's) = 149,920,000 = 18.0192%
432,000,000 + 400,000,000 832,000,000

Payrall Factor:

4,200,000 (nonflight) + (.180192 x 60,000,000) (flight) = 15,011,520 =
15.0115%

40,000,000 + 60,000,000 100,000,000

Average retio = Property, payroll, and sdesfactors=3

15.1085% + 18.0192 + 15.0115 = 48.1392% = 16.0464% B

Taxableincomein State Y: 16.0464% x $1,000,000 = $160,464
Tax lichility to Sate Y: .065 x $160,464 = $10,430 (7-1-93)

076. AFFILIATED CORPORATIONS (Rule 076).

01. Combined Report. When necessary to accurately reflect income, two (2) or more corporations the voting
stock of which is more than fifty percent (50%) owned directly or indirectly by acommon owner or owners may be treated as
asingle entity and are turn using the combined reporting method shal befiled for such entity under the following circumstances.

(6-23-99)

a When the taxpayer so elects and al corporationsincluded in the combined filing are receiving income
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from, and are subject to the income tax jurisdiction of 1daho. (7-1-93)
b. Upon written approval of the Tax Commission, any other group of corporations may file on acombined

basis. Such gpproval must be obtained thirty (30) days prior to the due date, including extension for filing the combined return.
A request containedin or filed with an income tax return may not come to the attention of the Tax Commission and will not be

regarded as abasis upon which acombined return may befiled. (6-23-94)
C. When the Tax Commission determines that a multi-corporate unitary activity is operating within and
without Idaho. (6-23-94)
d. In any other instance when the Tax Commission determines that use of the combined reporting method
is necessary to accurately reflect income. (6-23-94)
e In any case in which a corporation, subject to the income tax jurisdiction of 1daho, owns more than fifty

percent (50%) of the voting power of the stock of a corporation classified as a Domestic International Sales Corporation,
DISC, under the provisions of Section 992, Internd Revenue Code, a combined filing with the DISC corporation is
required. (7-1-93)

f. In any case in which a corporation subject to the income tax jurisdiction of 1daho owns more than fifty
percent (50%) of the voting power of the stock of a corporation classified as a Foreign Saes Corporation, FSC, under the
provisions of Section 922, Internal Revenue Code, acombined filing with the FSC is required. (7-1-93)

02. Elements of ‘a Worldwide Combined Report. Income for the worldwide combined group shdl be
computed on the same basis as federd taxable income subject to modifications contained in Sections 63-3022 and 63- 3027,
Idaho Code, and Idaho Income Tax Adminigtrative Rules 019 and 033 through 078. (6-23-94)

a For corporations incorporated outside the United States which are included in a consolidated federd
corporation income tax return, the federa taxable income reported in such consolidated federd corporation income tax return
shall beincluded in the combined report. (6-23-94)

b. For corporations incorporated outside the United States and not included in a consolidated federd
corporation income tax return, the equivalent of federal taxable income to be included inthe combined report for foreign
corporations shdl be determined in one of two ways. The unitary group may eect to include the financia net income before
income taxes as reported to the United States Securities and Exchange Commission if required to file with the United States
Securities and Exchange Commission, or if not required to file, the financid net income before income taxes as reported to
shareholders and subject to review by an independent auditor. The second option available to the unitary group isto use
profit and loss statements of each foreign corporation, adjusted to conform to tax accounting standards as would be required
under the Internal Revenue Code if such corporation were a domestic corporation reguired to file a federal income tax
return. The option chosen must be used for al unitary foreign corporations not included in a consolidated federd
corporation incometax return. (6-23-94)

C. If adjustments are made to conform financial net income to tax accounting standards, all book to tax
adjustments as required by the Internal Revenue Code for domestic corporations must-be made for each unitary foreign
corporation included in the combined report and must be consistently applied in each year for which the worldwide method
applies. These adjustments are subject to the record keeping requirements of the Internd Revenue Code and Treasury
Regulations for domestic corporations. (6-23-94)

d. The rules for inclusion, value, and attribution of apportionment factors by location for the
worldwide combined group shall be determined under Section 63- 3027, Idaho Code, and Idaho Income Tax
Adminigtrative Rules 033 through 078. Only the gpportionment factor attributes of those corporationsincluded in theworldwide
combined group may be utilized. (6-23-94)

03. Changing Election. An dection to file usng the combined reporting method may not be changed in
subsequent years by the taxpayer without consent of the Commission. (6-23-94)

04. Intercompany Transactions. If areturn isfiled on acombined bass, the intercompany transactions shall be
eliminated to the extent necessary to properly reflect combined income and to properly compute the apportionment
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factor. (6-23-94)

077.  ATTRIBUTING INCOME OF CORPORATIONS WHICH ARE MEMBERS OF PARTNERSHIPS (Rule
o77).

01. Corporate Partners. If a corporation required to file an Idaho income tax return is a member of an
operating partnership, for purposes of this rule partnership includes a joint venture, the corporation shall report its Idaho
taxable income, including its share of income from the partnership, in accordance with this rule. This rule does not apply to
atribution of incomeof individuds. (7-1-93)

02. Situs. Membership in a partnership doing business in Idaho creates an |daho tax situs for each member
of the partnership even though the partner has no other contact with the state of 1daho. A partnership isdoing businessin Idaho if
its activitiesin this state meet the requirement of Sections 63-3023 and 63-3023A, Idaho Code, and ISTC Rule 026 and exceed
the activities protected by Public Law 86-272, 15 USC Sections 381-384. If dl of the partnership's business activity is
conducted in'ldaho, and all of the corporate partner's business activity is conducted in 1daho, then dl of the corporate partner's
share of the partnership income shall be reported by the corporation onitsldaho incometax returnasldahoincome.  (7-1-93)

03. Partnership Income as Business Income of the Partner. If the income or loss of a partnership
condtitutes business income or 1oss, as defined by Section 63-3027(a)(1), Idaho Code, and ISTC 35, to the corporate partner,
the partner's share of this net businessincome or loss must be apportioned, together with all other net businessincome or
loss of the corporation. The partner's share of the partnership property, payroll and sales, after intercompany eliminations,
shall be included within the numerators and the denominators of the corporation's property, payroll and sdes factors when
computing its gpportionment formula. The partner's share of the partnership's property, payroll and sales shdl be determined by
distributing the partnership's property, payroll and sdesamong the partnersin the same proportions as the partnership'sincome
is distributed. Generdly, the property, payroll and sales of the partnership includable in the corporation's factor computations
shal be determined in accordance with the rules prescribed by Section 63-3027, 1daho Code, and | STC Rules 048 through 075.
For the purpose of determining how. the sales attribution rules of Section 63-3027(p), Idaho Code, apply, the sdes of the
partnership shdl be treeted, in the sales factor of the corporate partner, as if they were saes of the corporation. If the
partnership income or 10ss is nonbusinessincome to the corporation, none of the partnership property, payroll or sales may
be included in the computation of the factors of the corporation. (7-1-93)

04. Example: Corporation A and Corporation B are equa partners in a partnership known as A & B
Company. Partnership income is divided equaly between them. The partnership does business in Idaho and one other state.
Thirty percent (30%) of the partnership's sales, thirty-five percent (35%) of its property, and forty percent (40%) of its
payroll are in Idaho. Corporation A is a multi-state business which earns-a part of its.own business income in Idaho.
Corporations A's share of the partnership income atributed toiit for federa tax purposes qudifies as businessincome. There are
no intercompany sales, rents, interest or other charges between the partnership and its corporate partners. Corporation A's
share of the partnership income shal be added to its own business income subject to apportionment. In determining its own
property, payroll and sales factors, Corporation A shall add to the denominator of itssdesfactor one-haf (1/2) of the total
sales of the partnership. Thirty percent (30%) of the amount added to the denominator shall be added to the |daho numerator
of the sales factor. Similarly, one-half (1/2) of the partnership's property shal be added to the denominetor.of the corporate
partner's property factor. Thirty-five (35%) percent of the amount added to the denominator of the property factor shall be
added to the Idaho property factor numerator. One-half (1/2) of the total payroll of the partnership shdl be added to the
denominator of the partner's payroll factor. Forty percent (40%) of the amount added to the payroll factor denominator shall be
added to the Idaho numerator. The three (3) factors shall then be averaged and the result shall be the corporate partner's
Idaho apportionment factor. The total amount of Corporation A's business income, including the business income of the
partnership which is attributable to Corporation A, shal be multiplied by the Idaho apportionment factor to determine the net
Idaho taxable business income. Corporation B will compute its Idaho taxable income in the same manner. Corporation A's

computation would be asfollows. (7-1-93)
CORPORATION A COMPUTATION OF IDAHO TAXABLE INCOME
Net businessincome subject to gpportionment* 1,000,000
Idaho gpportionment factori# 17.6676%
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|daho taxableincome 176,676

Includes partnership digtribution of 100,000

Property | Sales | Payrall Average
Factor |Factor | Factor Per cent
Ideho:
Corporaetotas 10Mil | 50Mil | 500.000
Partnership attributes 350,000 | 1.2 Mil | 200,000
Idaho Totdls 135Mil | 6.2Mil | 700,000
Totd:
Corporatetotas 9 Mil 50 Mil 2 Mil
Les
Partnership distribution included above (100,00
0
Pertnership attributes I Mil 4 Mil | 500,000
Totds 100 Mil 539 25 Mil
Idaho factors 135% [115028| 280% 17.6676%
Partnership attributes:
Ideho:
Partnership totds 700,000 | 24000 | 400,000
Partnership Int.-Corp A 50% 50% 50%
Id Partnership Atts-Corp 350,000 |1,20000| 200,000
Totd:
Partnership totds 20Mil" | 80Mil | 1.0Mil
tf
Partnership Int.-Corp. A 50% 50% 50%
Totd Partnership
AttsCorp A 1.0Mil | 40M11 | 500,000
(7-1-99)
05. Partnership Income as Nonbusiness Income of Partner. If the partnership income or loss does not

quaify asbusinessincomefor its corporate partner, theincome shdl be nonbus nessincome as defined in Section 63- 3027(a)(4),
Idaho Code, and ISTC Rule 036. The corporation shall allocate the nonbusinessincome to the state inwhich it wasearned. If
the partnership operatesin more than one state, itsincome shall, on the partnership return, be apportioned and allocated asif the
partnership were a corporation. The dlocation and apportionment rules of Section 63-3027, 1daho Code, and ISTC Rule 031
through 078 shall be applied to the partnership. An amount equivalent to the partnership's net 1daho taxable income shall be
determined. The corporate partner, on its Idaho corporation income tax return, shal specifically alocate to Idaho its share
of the partnership's equivaent Idaho net taxable income. (7-1-93)
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078. COMBINED REPORTSINCLUDING FOREIGN COUNTRY OPERATIONS (Rule 078).

01. Reporting Under the Internal Revenue Code. Where a unitary business has foreign country
operations which are required or alowed to report income under the Interna Revenue Code, the trandation method for
determining income for state purposes shall be the same as that used for federd reporting purposes. (7-1-93)

02. Not Reporting Under the Internal Revenue Code. Where a unitary business has foreign country
operations which are not subject to the reporting requirements of the Internal Revenue Code, the following trandation methods
may be used for determining income; (7-1-93)

a The profit and loss method where thereis no recognition of any unrealized gains or lossesresulting from the
restatement or reval uation of assets or liahilitiesto reflect changes or fluctuationsin currency vaues,
(7-1-93)

b. Any othertrandation method which does not recognize unrealized exchange rate gain or loss resulting
from the restatement of assets or liabilities and which, in the opinion of the Tax Commission, reasonably reflects income
from foreign operations: (7-1-93)

03. Written Approval. A unitary business may not change its method of trandation for determining income
from foreign operations without first obtaining the written gpprova of the Tax Commission. (7-1-93)

079.  (RESERVED).

080. PARTNERSHIPS, PART-YEAR AND NONRESIDENT INDIVIDUALS, TRUSTS, AND ESTATESFOR
YEARSBEGINNING ON OR AFTER JANUARY 1,1988 (Rule 080).

01. Partnerships. Partnerships and joint ventureswhich operate in more than one state shall apply the principles
of alocation and apportionment of income set forth in Section 63-3027, Idaho Code, and ISTC Rules 031 through 078 to

determine the income ttributable to 1daho. (7-1-93)
02. Part-Year Resident Individuas. (7-1-93)
a All income earned or received while a resident of Idaho is subject to Idaho taxation. For the person who

moves into Idaho, dl income from Idaho sources prior to the time of moving into-Idaho plus al income from al sources after
becoming a resdent of 1daho must be reported. For the person who moves from Idaho, al‘income from all sources prior to
moving from Idaho plusal income from ldaho sources after moving from 1daho must be reported to 1daho. For the portion of
the year that the person is a nonresident, the income reportable to' Idaho must be determined in accordance with
Subsection 080.03. (7-1-93)

b. When the income from Idaho sources received prior to becoming a resident of 1daho or received after
moving from Idaho consists of interest or dividends, thisincome will not be reported to Idaho unless the individual has
an Idaho business situs at the time when such income is realized. The mere receipt of interest or dividend income from an
Idaho source is not sufficient to create an Idaho business situs. (7-1-93)

03. Nonresident Individuas. Incomefrom Idaho sourcesincludes: (7-1-93)

a Gains and profits from any business which has business situs in daho. See Section 63-3023, 1daho Code,
and ISTC Rule 026. (7-1-93)

b. Compensation paid for services which are performed partly within and partly without 1daho.
Compensation attributabl e to services performed within |daho shall be a portion of thetotal compensation equal to that portion
of the total service which is performed within Idaho. If a nonresident proprietor or employee (including corporate officers)
performs sarvices for his employer both within and without Idaho, his income derived from Idaho sources includes that
proportion of his totd compensation for services rendered which the total number of working days employed within Idaho
bearsto the total number of working days employed both within and without Idaho. Theitems of gain, loss, and deduction, other
than deductions entering into the 1daho itemized deduction, of the proprietor or employee attributable to his employment,
derived from or connected with Idaho sources, are similarly determined. In making the alocation provided for in this section,
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no account istaken of nonworking days, including Sundays, Saturdays, holidays, days of absence because of illness or persona
injury, vacation, or leave with or without pay. The amount of salary/wages from an Idaho sourceis computed by thisformula:

Idaho Work Days x salary = Idaho Salary SS
Totd Work Days

Taxpayers claiming analowance for work days outside of 1daho must keep detailed records of work days or use the provisons
thet follow. Taxpayersworking aforty (40) hour work week may assume total alocable work days of two hundred sixty (260)
less vacation, holidays, and other days off. However, any alowance claimed for days worked outsde |daho must be based
upon the performance of services which of necessity, as distinguished from convenience, obligate the employee to out-of-state
duties in the service of his employer. Documentation of non-ldaho work days must be provided. Where a nonresident
performs services bath within and without 1daho for only part of ataxable year, hisincome derived from Idaho sourcesduring
that period includes only that portion of compensation received during the period he performs services both within and without
Idaho, according to the formulain for 1daho salary applied during the period he was required to perform services both
within and without Idaho. If a nonresident employee, including corporate officers, performs services for more than one
employer bath within and without Idaho, he must determine separately for each employer the allocable compensation
attributable to |daho sources. In determining the income from Idaho sources, the total compensation from each employer
must be multiplied by afraction determined under by the Idaho sdary formulafor the daysworked for that employer. The sum
of the amounts of compensation determined as attributable to Idaho sources must be included in computing the |daho adjusted
gross income of the nonresident employee. This subsection is designed to apportion and allocate to Idaho, in a fair and
equitable manner, a nonresident's items of income, gain, 1oss, and deduction attributabl e to a business, trade, profession,
or occupation carried on partly within and partly without 1daho, except for itemized deductions. Where the methods provided
do not so allocate and apportion thoseitems, the Tex Commission may require ataxpayer to gpportion and allocate thoseitems
under such method as it prescribes, as long as the prescribed method results in a fair and equitable apportionment and
allocation. A nonresident individual may submit an alternative method of apportionment and allocation with respect to
items of income, gain, loss, and deduction attributable to a business, trade, profession, or occupation carried on partly within
and partly without Idaho. For example, in some cases work-hours may:be an appropriate alocation base instead of work days.
The proposed method must be fully explained in the taxpayer's |daho nonresident personal income tax return. If the method
proposed by the taxpayer is expressy gpproved by the Tax Commission, it may be used in lieu of the applicable method under

this subsection. (7-1-93)
C. Nonresident officers or directors of corporations must report an gpportioned share of the salaries or wages
paid to them by corporations doing more than fifty percent (50%) of ther business within Idaho, and if not reported, the
deduction of such salaries or wages on the corporation'sincome tax return will be disalowed. (7-1-93)
d. Rentals or royalties from property locatedin Idaho or from any interest in such property, including rentals or
royalties for the use of or for the privilege of using patents, copyrights, secret processes and formulas, good will, trademarks,
trade brands, franchises and other like property in Idaho. (7-1-93)
e Gains, profits, and income from the sale of real property located inldaho. (7-1-93)
f. Gains, profits, and income derived from the purchase of persona property without Idaho and its sale
within Idaho. (7-1-93)
o} Gains, profits, and income derived from any partnership having abusiness situs within Idaho. (7-1-93)
h. Wages, salaries, fees, commissions, other compensation, dividends, and distributive shares of income

from any small business corporation having business situs within Idaho. However, the S corporation is required to report
the income for its nonresident shareholders and pay the tax at the corporate rate of eight percent (8%) on thisincome if the
nonresident shareholdersfail to file individual returns. See Section 63-3022(1), Idaho Code, and ISTC 19. (7-1-93)

i Income from interest or dividends arising from a source within Idaho, if at thetime that such incomeis
redized, theindividual has an 1daho business Situs. The merereceipt of interest or dividend income froman Idaho source is not

sufficient by itself to create an Idaho business situs. (7-1-93)

j- Any other income which is not specifically exempt under the provisions of the Internal Revenue Code

and Section 63-3022, Idaho Code. (7-1-93)
Page 58

1996 Archive



IDAHO ADMINISTRATIVE CODE IDAPA 35.01.01
Idaho Tax Commission Income Tax Administrative Rules

04. Proration of Exemptions and Deductions. Generally, the exemptions and deductions alowable for federal
purposes, except state income taxes included in itemized deductions pursuant to Section 164, Internal Revenue Code, are
dlowablein part for Idaho purposes. To determine the alowable portion (7-1-93)

a Calculate a factor by dividing Idaho adjusted gross income by totd adjusted gross income. Idaho AGI/
Federd AGI. Thefactor isrounded to the nearest whole percent. In no case may the factor exceed one hundred percent (100%),
nor may it be lessthan zero (0). The exampleswhich follow illustrate the rules of this subsection. (7-1-93)

b. Example 1. Where Idaho adjusted gross income equal's twenty thousand dollars ($20,000) and federal
adjusted gross income equals thirty thousand dollars ($30,000), the factor is rounded to the nearest whole percent of sixty-
seven percent (67%). Twenty thousand dollars ($20,000) / thirty thousand dollars ($30,000) = sixty- six and six thousand Six
hundred sixty-six percent (66.6666%0) = sixty-seven percent (67%), rounded. (7-1-93)

C. Example 2. Where Idaho adjusted gross income equals thirty thousand dollars ($30,000) and federa
adjusted grass income equals twenty thousand dollars ($20,000), the factor is limited to one hundred percent (100%). Thirty
thousand dollars ($30,000) / twenty thousand dollars ($20,000) = one hundred fifty percent (150%) = one hundred percent
(100%), limitation factor may not exceed one hundred percent (100%). (7-1-93)

d. Example 3. Where ldaho adjusted gross income is aloss of twenty thousand dollars ($20,000) and federa
adjusted gross income is thirty thousand dollars ($30,000), the factor is zero (0). Twenty thousand dollars ($20,000) / thirty
thousand dollars ($30,000) = sixty-ax and six thousand Six hundred sixty-Sx percent (66.6666%) = zero (0), limitation factor

may not be lessthan zero (0). (7-1-93)
e Example 4. Where |daho adjusted gross income is aloss of twenty thousand dollars ($20,000) and federal
adjusted gross income is a loss of thirty thousand dollars ($30,000), the factor is computed as illustrated in Subsection
080.04.a (7-1-93)
f. Example 5. Where ldaho adjusted gross income is aloss of thirty thousand dollars ($30,000) and federd
adjugted gross income is a loss of twenty thousand dollars ($20,000), the factor is computed as illustrated in Subsection
080.04.C. (7-1-93)
o} Multiply total exemptions and deductions by the factor cal culated in Subsection 080.04.a (7-1-93)
h Subtract the amount cal culated in subsection O4.g. to arrive a Idaho taxable income. (7-1-93)

i Deductions as used in this section are the itemized deductions or standard deduction alowed by the Internal
Revenue Code, except sate income taxesincluded in itemized deductions pursuant to Section 164, Internal Revenue Code, are

not deductible for Idaho income tax purposes, Section 63-3022(b), |daho Code. (7-1-93)
05. Estates and Trusts. (7-1-93)
a See|STC 14 and Section 63-3024, Idaho Code. (7-1-93)
b. Income from I daho sourcesindudestheitemslisted in Subsections 080.02 and 03, above. (7-1-93)
06. Adjustmentsto Idaho Source Income. Adjustmentsto income allowed in computing federal adjusted gross

incomearedlowablein part in computing |daho adjusted grassincome for nonresidentsand part-yeer resdentsasfalovs  (7-1-93)

a Payments to an IRA, Individud Retirement Account, Payments to a Keogh Retirement Plan, and Sdif-
Employed SEP Deduction. Payments dlowable for federd purposes are dlowable in part for 1daho purposes To determine the
alowable portion: Cdculate a factor by dividing the participant's taxable compensation from Idaho sources by the participant's
total compensation; and multiply the payments dlowable for federal purposes by the previous factor. Perticipant's

compensation is defined in Section 415, Internal Revenue Code, and Treasury Regulation Section 1.415. (7-1-93)

b. SHf-Employment Tax. The portion of the saf-employment tax deducted for federd purposes which rdates to

Idaho self-employment is dlowed as an |daho adjustment to income. (7-1-93)
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C. Sdf-Employed Hedlth Insurance Deduction. Saf-employed hedlth insurance dloweble for federa purposes is
dlowable in part for Ideho purposes. To determine the alowable portion: Calculate a factor by dividing Idaho source seif-
employment income by total self-employment income; and multiply the sdf-employment hedlth insurance alowable for federa

purposes by the previousfactor. (7-1-93)
d. Penelty on Early Withdrawal of Savings. The pendty deduction isalowed only when the interest income of the
time savings deposit isreported as |daho source income. (7-1-93)
e Alimony Paid. Alimony may be deducted in the proportion thet Idaho income bearsto incomefrom all 301(1;0?93)
or7. Idaho Additionsto Income. (7-1-93)
a Interest and Dividends Not Taxable Under Federd Code. Part-year residentswill add dividends and interest from

obligations of foreign countries or other state governments;, including their political subdivisions, received whileldaho residents.
Interest from obligations of Idaho, or any palitica subdivison of 1daho, isexempt from Idaho incometax. Nonresidentswill make

no adjustment. (7-1-93)
b. Net Operating Loss Carryforward. Add back the portion of the federal net operating loss carryforward
deducted from Idaho source income. (7-1-93)
C Capitd Loss Carryforward. Add beck the federd capitd lass deducted from Idaho source incomeif the losswas
incurred in activities not taxable by Idaho. (7-1-93)
d. Ordinary Income and Capital Gains Received as a Lump-sum Payment from a Qualified Retirement
Plan. Part-year resdentswill add amounts received while | daho residents: Nonresdents will make no adjustment. (7-1-93)
08. Idaho Subtractionsfrom Income. (7-1-93)
a Idaho Net Operating L oss Carryforward. Subtract the |daho net operating loss carryforward. (7-1-93)
b. Interest from U.S. Government Obligations. Theinterest paid on securitiesissued by the U.S. Governmentis
exempt from ldaho income tax. Part-year residents may subtract the interest incomeif it was included in Idaho source income.
Nonresidents do not report thisinterest as Idaho source income; they do not take this subtraction. (7-1-93)
C. Full-time Active Duty Military Pay. Part-year residents who are on full-time active duty in the U.S. Armed

Forcesinclude their military pay as |daho source income for the portion of the year they are Idaho residents. The military pay
reported as | daho source income and earned outside Idaho may be subtracted. Nonresidents do not report their military pay as

|daho source income; they do not take this subtraction. (7-1-93)
d. Household and dependent care expenses, incurred to enable the taxpayer to be gainfully employed in Idaho,
may be deducted in the proportion that taxable income from Idaho employment bearsto tota income from employment.
(7-1-93)
e Insulation and Alternative Energy Device Expenses. Part-year residents and nonresidents may deduct
these expenses for an |daho residence if they meet the requirements of Sections 63-3022B and 63-3022C, | daho Code.
(7-1-93)
f. State Income Tax Refund Included in Idaho Income. Part-year residents and nonres dents may subtract
such refundsif they have been included in Idaho income. (7-1-93)

081. WATER'SEDGE ELECTION (Rule 081).

01. In Generd. Idaho Income Tax Administrative Rules 081 through 083 apply to taxpayers electing to use the
water's edge filing method. To the extent that these rules conflict with any other rules under this Act, the provisionsin Idaho
Income Tax Administrative Rules 081 through 083 are controlling. (6-23-94)
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02. The Election. The water's edge dection is made for purposes of determining which corporations are
included in a combined report for Idaho corporation income tax purposes. The dection must be made in accordance with the
conditions set forth in Sections 63-3027B through 63-3027E, Idaho Code, and Idaho Income Tax Administretive Rules

081 through 083 (6-23-94)
a Theédection can first be made for any year beginning on or after January 1, 1993. (6-23-99)
b. All taxpayersrequired to file an Idaho return and included in the water's edge combined group must makethe

election. The election will be made on aform provided by the Tax Commission. The form will provide for alist of the separate
companies required to file, if they wish to make a joint eection. A joint eection must be sgned by an individua who is

authorized to bind all companiesto the eection. (6-23-94)
C. Idaho taxpayers having a vaid water's edge election shall compute Idaho taxable income in
accordance with Sections 63-3027 and.63-3022, Idaho Code, except as modified by Sections 63-3027B through 63- 3027E,
Idaho Code, and | daho Income Tax Administrative Rules 081 through 083. (6-23-94)
03. New Election Required. (6-23-94)
a A new water's edge eection is reguired even though a vdid water's edge dection was in effect prior to
January 1,1993. (6-23-94)
b. A vdid weter's edge dection must befiled with ataxpayer's origina income tax return for thefirst year that
the election isto apply. (6-23-94)
04. Failure to Include Election. Failure to include the dection with the firgt return to which the eection is to
apply will result in net income and the tax liability being determined in.accordance with Sections 63-3027 and 63-3022, Idaho
Code (6-23-99)
05. Elements of the Water's Edge Combined Returns. (6-23-94)
a Income for the water's edge combined group shall be computed on the same basis asfederd taxable income

subject to modifications contained in Sections 63-3022 and 63-3027, Idaho Code; and Idaho Income Tax Adminigtrative
Rules 019 and 033 through 078. Intercompany transactions between or among members of the water's edge combined group
shdl be diminated. Transactions between or among any member of the water's edge combined group and any other non-
included affiliated corporation must be included in the computation of the income of the water's edge combined group.
(6-23-99)

b. The rules for inclusion, value, and attribution of apportionment factors by location for the water's edge
combined group shal be determined under Section 63-3027, Idaho Code, and Idaho Income Tax Administrative Rules 033
through 078. When computing the apportionment factors of the water's edge combined group, intercompany
transactions between members of the group shdl be diminated. Transactions between any. - members of the water's edge
combined group and any other norrincluded affiliated corporations’ must- be included, if appropriate,
whendeterminingapportionment factors. Dividends, to the extent included in apportionable income, will beiincluded in the
sales factor computation. (6-23-94)

06. Disregarding the Election. If the taxpayer failsto comply with the conditions of Sections 63-3027B through
63-3027E, |daho Code, and Idaho Income Tax Administrative Rules OSlthrough 083, the Tax Commission may: disregard the
water's edge dection or recompute the water's edge combined income and apportionment factors, and assart the penalties under
Section 63-3046, Idaho Code, and 1daho Income Tax Adminidrative Rule 111. (6-23-99)

07. The Tax Commission's Legal and Procedural Election Requirements. Proper filing. of the water's edge
election and consent for production of records must be made on the form provided by the Tax Commission and included in the
original income tax return for the first tax year to which the eection is to apply.The following information must be

included with each year'stax return for which awater's edge e ection gpplies: (6-23-99)
a A complete list of al affiliated corporations, foreign and domestic, of which more than twenty percent
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(20%) of the voting stock is, directly or indirectly, owned or controlled by acommon owner. (6-23-94)
b. Identifying information for each member of the water's edge combined group, including: federal
identification number, primary business activities, percent of ownership by members of the combined group, and dates of
acquisition or disposition of interest. (6-23-94)
C. A copy of the consolidated federal income tax return, if applicable. (6-23-99)
d. A schedule of federd taxable income for each possession corporation excluded from the water's edge
group under Section 63-3027B(a), Idaho Code. (6-23-94)

082. CHANGE OF ELECTION TREATMENT OF DIVIDENDS. (Rule 082).

01. Written Petition to Change Reporting Method. Except as provided in Section 63-3027C(a) (1), Idaho
Code, the taxpayer must submit a written petition to the Tax Commission and be granted written permisson to change its
reporting method from water's edge for any. subsequent tax year. Change in the reporting method includes conversion from the
water's edge filing method to the worldwide filing method as well as the addition of companies previoudy omitted or the
exclusion of companies previoudy included in the water's edge combined group, except in the case of companies acquired or
disposed of during the taxable year. (6-23-949)

a The written petition shall include an explanation of thelega or factua basisfor requesting the change of
reporting method. (6-23-94)

b. The petition must include a computation of the taxpayer's Idaho taxable income and tax ligbility under
both the prior reporting method and the method the taxpayer is petitioning to utilize for the year of change. (7-1-93)

C. Failure to provide complete and accurate information necessary for the Tax Commission's review of the
petition congtitutes grounds for denia of thetaxpayer's petition or disregard of the taxpayer's election. (6-23-99)

d. The written petition requesting the change of reporting method must be filed with the Tax
Commission a least Sixty (60) days prior to the due date for filing the tax return, including extensions of timetofile. (6-23-94)

e A copy of the Tax Commission's written approval of the change in reporting method must be attached
totheoriginal return for the year in which the changeisfirst made. (7-1-93)

f. The Tax Commission may determine that:one or more affiliated corporations should be included or excluded
from the water's edge combined group. Income and apportionment factors shall be modified accordingly. (6-23-99)

o} The taxpayer may gpped the Tax Commisson's denid of a request to change the method of filing, by
submitting a written letter of protest within sixty-three (63) days from date of the denid. The adminidtrative apped procedures
will befollowed to address the taxpayer's protest of the denid. If permission to changeitsfiling method is denied, the taxpayer
must continue to file its income tax return under the method used in the previous year. If the apped is resolved in the

taxpayer'sfavor, the taxpayer may file an amended return for the year of change. (6-23-94)
02. Treatment of Dividends. (7-1-93)
a Dividends received from payors who are incorporated outside the fifty (50) states and District of

Columbiabut are not included in the combined report shal betrested as businessincome. These dividends shal be included as
business income of the water's edge combined group even if paid from earnings included in the taxpayer's combined report in

prior years. (6-23-99)
b. Dividends received from payors who are incorporated within the fifty (50) states and Didtrict of
Columbiabut not included in the combined return shall be presumed to be business income of the water's edge combined
group. (6-23-94)
C. Theincome of possessions corporations excluded in Section 63-3027B(a), Idaho Code, shall be included

in business income as deemed dividends received from payors incorporated outside the fifty (50) states and Didrict of
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Columbia. Theincome of possessions corporations excluded in Section 63-3027B(a), |daho Code, shal mean federal taxable
income. Losses from possessions corporations shall not offset income of other possessions corporations in determining the
amount of deemed dividends. (6-23-94)

d. Theinterest expense offset provided in Section 63-3022(a), |daho Code, will not be applied to any dividends
subject to the eighty-five percent (85%) or eighty percent (80%) exclusion provided in Sections 63-3027C or 63-3027E, Idaho
Code, and Idaho Income Tax Administrative Rule 082. (6-23-94)

083. DOMESTIC DISCLOSURE SPREADSHEET (Rule 083).

01. Filing Requirements. The domestic disclosure spreadsheet required by Section 63-3027E(b), Idaho Code,
must be filed with each origind return in order to satisfy this state's legal and procedura requirements; unless the taxpayer
meakes adeclaration to forego thefiling of such spreadsheet. The declaration must be made on ayear by year basis. (6-23-94)

02. Spreadsheet Information. The filing of the spreadsheet information must be accomplished using the forms
contained inthe Tax Commission's"ldaho Water's Edge Election Pamphlet,” or on identicaly formatted formswhich disclosethe
sameinformation. (6-23-99)

084. RETROACTIVE WORLDW!IDE ELECTION (Rule 084).

01. In Generd. House Bill 404, 1993 |daho Session Laws, Chapter 284, declared that an emergency existed
enabling a taxpayer to make a retroactive election to be taxed using.the worldwide combined reporting method for al
unitary affiliates. Once made, the retroactive eection would bein effect for dl years, as to which the period of limitationsfor
assessment and collection of tax hasnot expired. (6-23-94)

02. Filing the eection. The retroactive worldwide eection shall be filed by October 15, 1994. In the case
where a change of ownership takes place necessitating short period returns, a retroactive eection form must be submitted for
each short period return. The Tax Commission will provide an gpproved form for making thiselection. (6-2399)

085. DEDUCTION OF FEDERAL INCOME TAXES (Rule (085).

Corporations. The 1965 amendments to Sections 63-3025 and 63-3025A, Idaho Code, supersede this section. The effect is
the disdllowance of a deduction of federal income taxes for corporations for al tax years commencing on or after January
1,1965. (7-1-93)

086. CREDIT FOR INCOME TAXESPAID ANOTHER STATE OR TERRITORY (Rule 086).

01. In General. Idaho resident persons, nonresidents of other states, except corporations, who have income
subject to incometax both in 1daho and another state may claim acredit for income tax paid the other state. No credit isallowed
for income taxes on income taxable in Idaho but exempt from tax in the foreign sate.(7-1-93)

02. Part-Year Resdents. Part-year residents are also alowed a credit for income taxes paid to other states, if
the sameincome s being taxed by |daho and the other state. Following are some examples. (7-1-93)

Example 1: If the income being taxed jointly by Idaho and the other state is less than the amount being
taxed by elther Idaho or the other state, compute the amount of the credit under Step A or B, below. The alowable credit
islesser of Sep A or B. (7-1-93)
STEPA

Same income being taxed jointly by Idaho and the other state x 1daho Tax = Idaho tax on income Idaho Adjusted Income
taxed by both gates

STEPB

Same income being taxed jointly by Idaho and the other State x Other State Tax = Other States Other States Adjusted Gross

Income tax on income taxed by both states (7-1-93)
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b. Example 2: If the income reported to the other state is being taxed one hundred percent (100%) by Idaho,
compute the credit under Step A, above. The credit islimited to the lesser of the amount so computed or to the amount of tax
paid to the other states. (7-1-93)

C. Example 3: If the only income being taxed by Idaho is the same income being taxed jointly by both states
and the same income being taxed jointly by both states is less than the amount being taxed by the other state, compute the
credit under Step B. The credit is limited to the lesser of the amount so computed or to the amount of tax paid to |daho.

(7-1-93)

087. EDUCATIONAL INSTITUTIONS(Rule087).

01. In Generd. Section 63-3029A, Idaho Code, authorizes a credit against income taxes for chariteble
contributions to certain educational entities. For purposes of this credit, educational entities include the Idaho ingtitutions
identified in Section 63-3029A, |daho Code. (6-23-94)

02. Deduction and Credit. A charitable contribution made to an educationa entity may qualify as a
charitable contribution deduction pursuant to Section 170, Internal Revenue Code, and in addition, one-half (1/2) of the
contributions, not to exceed specified limitations, may aso be credited against income tax. Maximum amounts which may be

so credited are: (7-1-93)
a For individuds, estates, or trusts; twenty percent (20%) of total income tax liakility after any credit for taxes
paid to other setes, or fifty dollars($50), one hundred dollars ($100) for joint returns, whichever isless (7-1-93)
b. For corporations, ten percent (10%) of total income, franchise, tax liakility or five hundred dollars ($500),
whichever isless. (7-1-93)
03. Listing Names. When daming credit for-contributions, taxpayers must list the names of the entities to which
contributions were made and the amount contributed to each. (7-1-93)

04. Specia Credit. Contributionstoinstitutionsin general may qualify as a charitable contribution deduction
pursuant to Section 170, Internal Revenue Code, but the specid credit against tax may only be taken if the indtitution qudifies
and is located in ldaho. Contributions must also have been actudly made in cash or in kind during the taxable year in which

clamed. An unpaid pledge does not qudify for the credit. (7-1-93)
05. Nonqualifying Charges. Tuition, board, room, student fees and similar charges on behalf of a student
at an educational ingtitution are not contributions for the purpose of thisrule (7-1-93)

06. Passing through Credit. If the credit authorized by thisruleis earned by a partnership, S corporation,
edtate, or trugt, the credit may be claimed by individual partners, shareholders, or beneficiaries of the entity that earned the
credit. The credit should be clamed on the taxpayer's individual tax return and may not exceed the limitations discussed in
Subsection 087.02, above (7-1-93)

a In the case of an S corporation, the total contribution will flow through to the shareholders in the same
ratio asincome or lossis attributed. (7-1-93)

b. In the case of partnership, the total contribution shall flow through to the partners based upon each partner's
distributive share of profits or losses as reported on the partnership return. (7-1-93)

C. In the case of an edtate or trugt, the contribution shal flow through to beneficiaries in the same ratio that
income or lossis distributed to beneficiaries. (7-1-93)

d. In no instance shall the total credit claimed by the partners, shareholders, or beneficiaries for
contributionsmeade by apartnership, S corporation, etate, or trust exceed fifty percent (50%) of thetotal contribution made. In no
instance may the credit claimed by an individua partner, shareholder, or beneficiary when combined with credit for any
contribution made by such individua exceed the limitations described in Subsection 087.02 of thisrule. (7-1-93)

07. Unused Portion of the Credit. If the tax liability is absorbed by this and any one or more of the
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nonrefundable credits which have priority over this credit, any unused portion of this credit will be lost. See Idaho Income
Tax Adminigrative Rule 096 for the priority order of credits. (6-23-94)

088. INVESTMENT CREDIT (Rule 088).

01. Credit Allowed. The investment tax credit alowed by Section 63-3029B, Idaho Code, applies to
investments made during tax years beginning on and after January 1, 1982, which qualify under Sections 38, 46, 47, and 48,
Internal Revenue Code, as in effect prior to enactment of Public Law 101-508, November 5, 1990, and also mest the
requirements of this section and this rule. All referencesiin this rule to Sections 38, 46,47, and 48, are to the Interna Revenue
Code asin effect prior to Public Law 101-508. (7-1-93)

a Credit for qualifying investments made during a tax year beginning in 1982 may not be claimed against
tax accruing during such atax year but must instead be deferred and may be claimed as a credit against taxes accruing during
the immediately following tax year. (7-1-93)

b. Credit for quaifying investments made during a tax year beginning in 1983, or any year theresfter, may be
claimed against taxes accruing during thetax year in which the investment qualifies. (7-1-93)

C. Credit for qualifying investments made in leased property isto be claimed by the owner. However, the ldaho
investment credit will be claimed by the lessee if both parties to the long-term lease had eected to have the lessee daim the
credit, pursuant to the Interna Revenue Code and Regulationsin effect prior to the 1986 Tax Reform Act.

(7-1-93)

02. Caculation ‘of Credit Amount. The credit shal be three percent (3%) of the amount of qudified
investments made during the tax year in which the investment first qualifies under Section 38, Internal Revenue Code.

(7-1-93)
03. Limitations. The Idaho investment tax credit allowable in atax year shall be limited by the following.
(7-1-93)
a The total amount of any investment tax credit claimed during a tax-<year may not exceed fifty percent
(50%) of the tax, after credit for taxes paid another state, accruing during such tax year regardless of whether the credit results
from acaryover earned in prior years, or isearned in the current year or both. (7-1-93)
b. If the investment tax credit permitted by this section and the Idaho new jobs credit are claimed or carried

over, theinvestment tax credit may be further limited by the provisions of Section 63-3029F, Idaho Code. See | STC92and93.
(7-1-93)
C. The taxpayer may eect to forego the new jobs credit to prevent further limitation to the investment tax
credit. If 0, any carryover of the new jobs credit from the current or aprior year will belost. (7-1-93)
d. The investment tax credit is a nonrefundable credit. It is applied to the income tax liability in the priority
order of nonrefundable credits as described in ISTC 96. (7-1-93)
e Example. A taxpayer acquires qualifying investment property having a basis of one hundred thousand

dollars ($100,000) and dects to clam the ldaho invesment tax credit. In addition, the taxpayer has Idaho new jobs credit
caryover available Thefollowing limitations gpply:

Current Year's Allowable Nonrefundable Credits:
Idaho Income Tax $5,000
33% Limitation (55,000 tax x 33%) $1,650
CreditsIn Order of Priority Eaned Allowable
Contributionsto Idaho Educ. Indtitutions $500 $500
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Idaho Investment Tax Credit (5100,000 property'sbasisx 3%) | $3,000 $1150
Idaho New Jobs Crediit Carryover (earned inthe previousyear) | $3,000 $-0-
Totd Nonrefundable
Credits Earned $6,500
Tota Nonrefundable
Credits Allowed $1,650

Carryover of Credits: 1daho Investment Tax Credit:

Amount Earned $3.000

Amount Allowable $1,150

Idaho Investment Tax Caryover | $1,850

Idaho New Jobs Credit:

Due to the priority of credits and the thirty-three percent (33%) limitation, no Idaho new jobs credit is dlowed. The
Idaho New Jobs Credit Carryover isavailablein computing the al owance for the next tax yeer. (7-1-93)

f. Example. Same as Subsection 088.03.e,, except taxpayer clamsto forego the current year's I daho investment tax
oreditdlowadle

Current Year's Allowable Nonrefundable Credits:

Idaho Income Tax $5,000
33% Limitation ($5,000 tax x 33%) $1,650
CreditsIn Order of Priority Eaned Clamed Allowable
Contributionsto Idaho Educ. Intitutions S500 $500 $500
Idaho I nvestment Tax Credit Taxpayer Foregoesthe | $3,000 $-0- $1,150
Credit
Idaho New Jobs Credit Carryover $3,000 $1,150 $-0-
Total Nonrefundable Credit Earned $6,500
Total Nonrefundable Credit Allowable $1,650
Carryover of Credits: Idaho Investment Tax Credit:
Amount Earned $3,000
Amourt Allowable $1,150
Idaho Investment Tax Credit Carryover $1,850
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Idaho New Jobs Credit: Dueto the priority of creditsand the thirty-three percent (33%6) limitation, no Idaho new jobscredit is alowed.
Theldaho New Jobs Credit Carryover is availablein computing the alowance for the next tax yeer. (7-1-3

o4, Caryover. (7199

a If the investment tax credit earned for atax year ismore than may be used, the unused portion of the credit may
be carried forward to the next five (5) tax years. An unused credit carryover to the current tax year is used before the credit earned
inthe current tax year. (7-1-93)

b. When the carryover includes credit for movable property or rolling Sock acquired before Jenuary 1, 1992, the
taxpayer must have documented that the property was used in Idaho the year it was acquired and placed into service aswdl asfor
esch year of itsestimated life. The credit will be recomputed following the method dected for the year of acquisition. (7-1-93)

C. An investment credit carryover earned by a C corporation which has converted to an S corporation is alowed
againg the S corporation's tax on built-in gains, net capital gains, and excess net passive income. Such credit is not dlowed againgt
the tax computed under Section 63-3022(K), |daho Code, nor shall such credit be passed on to the S corporation shareholders.

(7-1-93)
05. Quelifying Property. Thefollowing property listed below qudifiesfor theinvesment tax credit. (7-1-93)
a New or used section 38 property as defined in Section 48, Interna Revenue Code. (7-1-93)
b. Idaho situs property, property hasStusin ldaho if itisused inthis state a any time during the tax year. (7-1.93

Property which was first acquired, constructed, reconstructed, erected or placed into service after December
31, 1981. Any property which was either acquired, constructed, reconstructed or erected on or before December 31, 1981, but
placed into service on or after January 1, 1982, is digible for the credit, providing thet the property qudifies for the credit in atax

year beginning on or after January 1, 1982, under Sections 46(c) and 48, Internal Revenue Code. (7-1-93)
d. Public utility property limited by Section 46(f), Internal Revenue Code. (7-1-93)
06. Nonqualifying Property. The property listed bel ow does not qudify for the investment tax credit. (7-1-93
a Replacement property, as defined in Subsection 088.07.a of this rule, unless the replacement is made for
reasons of technica obsolescence, as determined under Subsection 088.07.b. of thisrule. (7-1-93)
b. A motor vehicle, as defined in Section 49-123, Idaho Code, with amaximum gross vehicle weight of less than

eight thousand (8,000) pounds. Grossvehideweight shal be determined by the manufacturer's specified gross vehicle weight.
(7-1-93)
C. The cost of property which the taxpayer elects to treat as an expense and is not chargesble to a capitd
account pursuant to Section 179, Internal Revenue Code. (7-1-93)
d. Property not usad in Idaho during any time of thetax year. (7-1-93)

07. Replacement Property. For purposes of Subsection 088.06.a. of thisrule, replacement property means newly
acquired property which performs functions that are the same as or similar to functions performed by other property. used in a
taxpayer'strade or business. Any property which is purchased to replace property which is nonfunctiona dueto weear andtear will be
deemed to be replacement property and will not qudify for the credit. Any property which is purchased asreplacement property will be
presumed to have been purchased for reasons other than technical olsolescence. The taxpayer daiming the credit for replacement
property shdl have the burden of proving that the replacement property was purchased for reasons of technological obsolescence
of exigting or previoudy owned property. To meet the burden, the taxpayer must show by dear and convincing evidence, dl of the
following. (7-1:93)

a The new property must possess enhanced capabilities which render the property it replaces obsolete.
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Obsolescence may render property economicaly usdess to the taxpayer regardless of its physca condition. Obsolescence is
attributable to many causes, including technologica improvements and reasonably foreseeable economic changes. Among these
causss are norma progress of the arts and sciences, supersession or inadequacy brought about by developmentsin the industry,
products, methods, markets, sources of supply, and other like changes, and legidative or regulatory action. (7-1-93)

b. There must be a substantia profit motive for obtaining the enhanced capability. To show a substantial
profit motive, the taxpayer must show that the enhanced capability actually makes ameasurable contribution to the taxpayer's
ability to produce the goods and/or ddliver the serviceswhich congtitute al or part of hisbusiness either in grester quantity or with
improved efficiency. The contribution measured must be sufficient to show that areasonable and prudent businessman would make
the decison to purchase the property in order to obtain the enhanced capebility alone, separate and gpart from any other mative for
purchasngit. (7-1-93)

08. Agricultura Cooperative. The portion of the Idaho investment credit earned by an agricultura cooperative
which it cannot use for the tax year will be alocated to the members of the cooperative. If quaifying property is disposed of, or
ceases to qualify, prior to the close of its estimated useful life, the recapture rules of Subsection 088.10 will be applied as
though the cooperative had hot allocated any of the origina credit to the members (7-1-93)

a Thedistribution to the memberswill be made in the manner prescribed in Subsection 088.09 of thisrule.
(7-1-93)

b. In no ingtance may the investment credit claimed by the agricultural cooperative and the members be more
than one hundred percent (100%) of the credit earned. (7-1-93)

09. Passthrough Entities. Owners in partnerships, shareholders in S corporations entitled to file returns under
provisions of subchapter S of the Interna Revenue Code, and beneficiaries of estates and trusts shall share the investment tax
credit of the partnership, S corporation, estate or trust in the same proportion that theincome or lossis shered. (7-1-99)

a The partnership, S corporation, estate or trust shall prepare and distribute to each owner, shareholder
or beneficiary a schedule detailing his proportionate share of the qualified investment in the property. Copies of these
schedules must be attached to the partnership, S corporation or fiduciary Idaho income tax return for the tax year in which the
credit is earned and to each return upon which the credit is claimed. (7-1-93)

b. When a partnership, S corporation, estate or trust has a fisca ‘'year end other than that of its owner,
shareholder or beneficiary, the investment tax credit will be available to be claimed by the owner, shareholder or
beneficiary in the same tax period that income or loss from that entity is required to be reported for federal tax purposes.
No credit earned by a partnership, S corporation, estate or trust will be available to be clamed by an owner, shareholder or
beneficiary in an earlier tax year than it could have been claimed by the entity itself. (7-1-93)

10. Recapture. If, at any time prior to the close of the estimated useful life of the property, in respect towhich the
taxpayer isclaiming or has claimed the credit, is sold or otherwise digposed of , or ceasesto qualify under Subsection 088.06 of

thisrule, arecomputation of the credit must be made (7-1-93)
a The recomputation of the credit, and any recapture of prior credits which may be required, shal be madein
accordance with the Internal Revenue Code and rules thereunder in the tax year in which the property.is disposed of or
ceases to qualify. (7-1-93)
b. The recapture will be computed by multiplying the amount of credit times the applicable recapture
percentage listed below: (7-1-93)
Number of full yearsheld or qualifying Therecapture percentage

100

80

60
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C. The recapture of credit previoudy claimed againgt tax in prior yearswill bean additionto tax inthetax year in

which the property is disposed of or ceases to qualify. The addition to tax will not affect the computation of limitations used to
determine the amount of investment tax credit, or any other 1daho credit, which may be claimed in the year of the recapture.
(7-1-93)

d. If the recapture discussed in Subsection 088.10.C., aboveis applicable, the amount of investment tax credit
carryover will @ so be recomputed. The recomputation and recapture must be made for state purposes even though no recapture
of federd investment tax credit is required. (7-1-93)

e Thereisnorecapture required when a corporation makes an eection to file asan S corporation. However,
the S corporation shdl be ligble for any tax under this section. (7-1-93)

1 Movable Property or Rolling Stock-for Credit Claimed in Tax Years Beginning on or after January 1, 1992.
If ataxpayer operating both within and without | daho acquires movable property or ralling stock, whichisused in hisbusiness
and would otherwise qualify for the investment tax credit, each such asset must have an Idaho situsin the year it is acquired,
constructed, recongtructed, erected or placed into service and in each succeeding year to which a carryover may be taken.
Carryovers from movable property and rolling stock acquired prior to 1992 are aso subject to these provisions. (7-1-93)

a For property used both in and outside Idaho, the credit earned is based on the amount of qudified
investment made during the year computed using one of the following computation methods. The method eected will gpply to
al such movable property or ralling stock acquired during any one (1) tax year. The qudified investment of each item of
movable property or rolling stock will be computed based upon the Idaho percentage of total miles, total machine hours, or other
measure that most accurately reflects the use of that property within the state. While the measure of use may vary among the
different types of assats, the qudified investment of each asset with Idaho situs will be separately computed using this
methodology. Or, the qualified investment is determined by applying the property factor, computed pursuant to Section 63-
3027(j) through (1), Idaho Code, to the tota investment in movable property and rolling stock used in Idaho and which

otherwise quaifiesfor the credit. (7-1-93)
b. Property used only inside Idaho is not subject to the credit proration in Subsection 088.11.a., above.

(7-1-93)

C. Example A. Taxpayer, a road construction company, purchased three (3) new road graders. The

cdculationsto determine the |daho qudifying investment for both methods areasfollows:

Idaho Total % of Method (a) Method (b
Mach. Mach. Idaho Que Tod
Item Bads Hrs Hrs Use Invest Invest
Rd Grader A $125K 1,000 2,080 48% $60K $125K
Rd Grader B $150K 1500 2,000 75% $125K $150K
Rd Grader C $150K -0- 2100 0% -0- -0-

Totd Investment in Quaifying Property - S275K
Property Factor - 40%
Totd Idaho Qudifying Invesment - $172.5K - $110K (7-1-99)

d. Example B. Taxpayer, an interstate trucking company, purchasesfive (5) new trucksto add to itsflet. The
cdculationsto determine the |daho quaifying investment for both methods are asfollows:
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Idaho Total % of Method (a) Method (b)
Idaho Q. Tod
ltem Bads Miles Miles Miles Inves Invest
Truck 781 K 75K 250K 30% SI65K K
Truck#82 55K 0 275K 0% 0 0
Truck#83 55K 0 200K 0% 0 0
Truck #84 55K 25K 205K 11% 6,050 55K
Idaho Total % of Method (2) Method (b)
il | 55K 5K 300K 2% 1,100 55K

Totd Investment.in Qudifying Property - $165K

Property Factor - 10%

Total 1daho Qudlifying Investment < $23,650 - $16,500 (7-1-93)

12. Movable Property or Rolling Stock-for Credit Claimed in Tax Years Beginning Before January 1, 1992.
(7-1-93)

a A taxpayer operating both within and without ldaho who acquires movable property or rolling stock
which is used in his business and otherwise qualifies for the federal investment tax credit, will compute the credit earned
based upon theinvestment in such property multiplied by the I daho apportionment factor. For example, ataxpayer will determine
the Idaho credit for afleet of new trucks based upon the investment in the fleet multiplied by the 1daho apportionment factor.

(7-1-93)

b. Wherethe credit available consists of credit earned on property located in |daho, aswell as credit earned on
movable property or rolling stock and the available credit exceedsfifty percent (50%) of the income tax, the credit used must
be prorated between the credit earned on the two (2) different classes of property. The credit alowed for the tax year is
prorated by the ratio that the credit earned on property located in Idaho bears to the available credit and the ratio that the

credit earned on movable property and rolling stock bearsto the available credit. (7-1-93)
C. Example: A taxpayer doing business in severa gtetes including Idaho had an Idaho tax ligbility of eight
hundred dollars ($800) for 1990.
Idaho Movable Total
Property Propety
Credit Carryover Earned in $400 $900 $1,300
1989
Credit Earned 1990 $100 $100 $200
Totd Credit Avalable $500 $1,000 $1,500
Retio of Credit per Classof | $500/51,500=1/3 | $1,000/$1,500=2/3
Property to Totd Credit
Limitation $800 x 50% $400
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Proration of Limitation $400x 1/3 $133 400x 2/3$267 $400

(7-1-93)

13. Examples. (7-1-93)

a Movable Property or Rolling Stock. In January, 1987, a calendar year corporate taxpayer purchased a truck,

over eight thousand (8,000) pounds gross vehicle weight. Thirty percent (30%) of its miles were logged in Idaho during the
year. The investment quaifies under Sections 46(c) and 48, Internal Revenue Code, as five (5) year property. Its codt is fifty
thousand dollars ($50,000). No other qualified investments were made during 1987 and no other 1daho credits are applicable.
The taxpayer's Idaho apportionment factor is ten percent (10%). The taxpayer has a five thousand dollars ($5,000) qualified
investment, ten percent (10%) of fifty thousand dollars ($50,000), upon which he may clam an ldaho investment tax credit
of one hundred fifty dollars ($150), three percent (3%) of five thousand dallars ($5,000), subject to the limitations of this
subsection. (7-1-93)

b. Limitation. Assumethe same facts and taxpayer asin Subsection 088.13.a., above. In 1987, the taxpayer
has |daho net taxable income of two thousand five hundred dollars ($2,500). The tax is two hundred dollars ($200), eight
percent (8%) of two thousand five hundred dollars ($2,500). The maximum credit alowed in 1987 is one hundred dollars
($100), fifty percent (50%) of two hundred dollars ($200). The remaining unused credit of fifty dollars ($50) may be carried
forward up to five (5) succeeding yearsor until completely absorbed, provided that the property continuesto qualify.

(7-1-93)

C. Carryover. Assume the same facts and taxpayer as in Subsections 088.13.a. and 13.b., above. During
1988, the taxpayer drives seventy-five percent (75%) of the truck's milesin Idaho. The taxpayer has |daho net taxeble income of
one thousand five hundred dollars ($1,500) in 1988. Movable property costing eighteen thousand one hundred eighty dollars
($18,180) is acquired in 1988, eleven percent (11%) |daho apportionment factor times eighteen thousand one hundred eighty
dollars ($18,180) equds two thousand dollars ($2,000) quaifying, resulting in a 1988 investment tax credit of sixty dollars
($60), three percent (3%) times two thousand dollars ($2,000). No other Idaho credits are gpplicable. The taxpayer computesits
investment tax credit asfollows:

Idaho Net Taxable Income $1,500.00
Idaho Tax (@ 8.0%) $120.00
Permanent Building Fund Tax S10.00
Totd Tax S130.00
Investment Tax Credit Carryover from 1987 S50.00
1988 Investment Tax Credit $60.00
Totd $110.00

Maximum Investment Tax Credit Allowable (S 20 x 50%) (Permenent $60.00
Building Fund Tax is not included to compute the limitation)

Allowable Credit $60.00
Bdanceof Tax Due $70.00
Unusad Credit Avalablefor Caryover: $50.00

NOTE: The basis of the quaified investment was established by the apportionment factor in the year of acquisition (1987) and
did not change as aresult of an increase, or decrease, of the factor in the year to which the unused credit wascarried.  (7-1-93)

d. Recapture. Assume the same facts asin Subsections 088.13.a,, 13.b., and 13.c., above. On January 1, 1989,
the taxpayer sold the truck. The truck has an estimated useful life under M.A.C.R.S,, Section 46 Interndl Revenue Code, of
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five (5) years. Idaho investment tax credit must be recaptured asfollows:

14.

Investment Tax Credit Earned Initidly $450.00
Amount Recapture:
($450 x 60%, credit initially earned, times the applicable recapture $270.00
percent)
Recomputed Credit ($450 less $270) $180.00
Amount of Credit Usedin 1987 $400.00
Amount of Credit Used in 1988 $50.00
Totdl Credit Used $450.00
Excess Credit Claimed ($450 less $180, totdl credit used less $270.00
recomputed credit)
Amount.of Tax on Recapture (thelesser of therecagptureamountor | $270.00
the excess credit dlaimed)

(7-1-9)

Documentation. Every taxpayer shall retain and make available, upon request, records for each item of
qudifying property included in the computation of the invesment tax credit claimed on any income tax return subject to

examination. The records shdl include the following: (7-1-93)
a A description of the property: (7-1-93)
b. Theasset number assigned to theitem of property, if applicable. (7-1-93)
C. Theacquigtion date. (7-1-93)
d. Dateplaced in service (7-1-93)
e Basis of the property. (7-1-93)
f. The class of the property for recovery property or the estimated useful life for nonrecovery 19
o} Designation asnew or used property. (7-1-93)
h. Thelocation and utilization, the portion of usage within and without Idaho, of the property. (7-1-93)
i Theretirement, disposition, or date transferred out of 1daho. (7-1-93)
15. Accounting Records Subject to Examination. Accounting records which may need to be examined to
document acquiisition, disposition, location, and utilization of assetsinclude thefollowing: (7-1-93)
a Accounting documents which contain asset and account designations and descriptions. Such
documents include a chart of accounts, the accounting manud, contraller's manud, or other documents containing this
information. (7-1-93)
b. Asset |ocation records including asset directories, asset registers, insurance records, property tax records,
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or smilar asset inventory documents. (7-1-93)

C. Invoi ces, shipping documents, and Smilar documents reflecting the transfer of assetsin and out of 1daho.
(7-1-93)

d. L og books measuring the utilization of movable or mobile property within and without 1daho. Such logs are
to be maintained for each item of property upon which investment tax credit is claimed. These logs should messure utilization
of property in accordance with the most accurate method for measuring the extent of usein Idaho. For example, usewithin Idaho
of trucks, trailers, locomotives, and railcars shall be calculated according to actual mileage within and without Idaho.

(7-1-93)

e A system, reflecting items in Subsection 088.14, which provides verification that property upon
which the investment tax credit was clamed is not replacement property and which continues to maintain its status as 1daho
qualifying property throughout the recapture period, along with the documents prescribed in this subsection, will support the
taxpayer's claimed credit. Absence of such a system and documentation may result in adisallowance of the credit claimed.

(7-1-93)

089. CREDIT FOR CONTRIBUTIONSTO YOUTH AND REHABILITATION FACILITIES (Rule089).
01. Scope. A credit against Idaho income tax may be claimed for charitable contributions made to certain

Idaho youth and nonprofit rehabilitation facilities which are located within Idaho and accredited by the Commission on
Accreditation of Rehabilitation Facilities. If other requirements are adso met, the taxpayer may, in addition, deduct these

contributionsin arriving a |daho taxable income. (7-1-93)
02 Limitations. The credit alowed in any tax year shall belimited asfollows (7-1-93)
a For individuds, estates and. trusts, the credit may not exceed twenty percent (20%) of totd income tax
liability after any credit for taxes paid to other Sate or one hundred dollars ($100), two hundred dollars ($200) on ajoint return,
whichever isless. (7-1-93)
b. For corporations, the credit may not exceed ten percent (10%) of the total income or franchise tax liability
or five hundred dollars ($500), whichever isless. (7-1-93)

03. Flow-Through of Credit. If the credit authorized by this subsection is earned by a partnership, S
corporation, estate, or trugt, the credit may be claimed by individual partners, shareholders; or beneficiaries of the entity that
earned the credit. The credit should be claimed on the taxpayer's individua tax return and may not exceed the limitations
discussed in Subsection 089.02, above. (7-1-93)

a In the case of an S corporation, the total contribution shall flow through to the shareholders in the same
ratio asincome or lossis attributed. (7-1-93)

b. In the case of partnership, the totd contribution shall flow through to the partners based upon each partner's
ditributive share of profits or losses as reported on the partnership return. (7-1-93)

C. In the case of an edtate or trug, the contribution shdl flow through to beneficiaries in the same ratio that
income or lossis distributed to beneficiaries. (7-1-93)

d. In no instance shall the total credit clamed by the partners, shareholders, or beneficiaries for
contributions made by apartnership, S corporation, estate, or trust exceed fifty percent (50%) of thetota contribution made. In no
instance may the credit claimed by an individual partner, shareholder, or beneficiary when combined with credit for any
contribution made by such individua, exceed the limitations described in Subsection 089.02.a. of thisrule. (7-1-93)

0%. (RESERVED).

091. DEFINITIONS FOR REVISED IDAHO NEW JOBS CREDIT FOR TAX YEARS BEGINNING IN
1983 OR AFTER (Rule 091).
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0L Qudifying New Employee. A quaifying new employeeisone who: (7-1-93)
a Is hired during a taxable year beginning on or after January 1, 1983. Employees will not qualify if
transferred from arelated taxpayer or employed by reason of acquisition or merger of the employee's former employer
by the taxpayer within thelast twelve (12) months. (7-1-93)
b. Is employed within Idaho in the taxpayer's revenue-producing enterprise. Refer to Subsection 091.02,
below. (7-1-93)
C. Is subject to Idaho income tax withholding. (7-1-93)
d. Is covered by Idaho unemployment insurance. The taxpayer will use Idaho unemployment reports as atarting
point to count the number of employees. However, not necessaxily al employess reported will meet the other qudifications.
(7-1-93)
e Performs duties on a regular, full-time basis, or on a part-time basis, if at least twenty (20) hours per week
throughout the taxable year. (7-1-93)
f. Performs duties for aminimum of nine (9) months during the taxable year. A seasond or new business must
have been in operation for a minimum.of nine (9) months during the taxable year for any new employeesto qudify.
(7-1-93)
02. Revenue-Producing Enterprise. A revenue-producing enterprise is a business organization or proprietorship
engaged in: (7-1-93)
a The production, assembly, fabrication, manufactured or processing of any agriculturd, mineral, or manufactured
product. (7-1-93)
b. The dorage, warehousing, didribution, or sde & wholesde of any products of agriculture, mining or
manufacturing. (7-1-93)
C. Thefeeding of livestock at afeed lot. (7-1-93)
d. The operation of laboratories or other facilities for scientific, agriculturd, animal husbandry or industria
research, development or testing. (7-1-93)
e For purposes of this credit, a revenue-producing enterprise does not include retail sales, professond,
manageria or repair services. (7-1-93)
f. The revenue-producing enterprise must have an |daho Situs. Those taxpayers operating both within and without
the state will use only the employees that are employed within the state in the revenue-producing enterprise to compute the
credit. (7-1-93)

o} If the taxpayer is engaged in both revenue-producing, as defined above, and nonrevenue producing activities and
more than fifty percent (50%) of the taxpayer's tota Idaho employees are employed in the revenue- producing activity, then the
legd entity asawholewill qudify as arevenue-producing enterprise for purposes of the credit. If lessthen fifty percent (50%) of the
taxpayer'stotd |daho employees are employed in the revenue-produding activity, then the legdl entity as awhalewill not quelify asa
revenue-producing enterprise. (7-1-93)

03. Average Number of Qualifying New Employees. Average number of qudifying employeesis determined by
adding the number of quaifying employees, as defined in Subsection 091.01 of thisrule, employed by the taxpayer eech month and
dividing the sum by the number of months of operation. (7-1-93)

092. (RESERVED).
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093. REVISED NEW JOBS TAX CREDIT AMOUNT FOR TAX YEARS BEGINNING IN 1983 OR
AFTER (Rule 093).

0L Computation of Gross Credit. The gross credit shal be computed by multiplying the number of qudifying
new employees determined in Subsactions039.02 and 03, below, by five hundred dollars ($500). (7-1-93)

02. Number of New Qudifying Employees New employment upon which the Idaho new jobs credit is computed
shall be determined by reducing the average number of qualifying employees, as defined in ISTC Rule 091, employed during the

current taxable year by the greater of (7-1-93)
a Theaverage number of quaifying employeesemployed during the immediately preceding taxable yesr, or
(7-1-93)
b. The average number of qualifying employees employed during the three (3) preceding taxable years.
(7-1-93)

03. Fractional Numbers. The number of quaifying new employees determined by Subsection 093.02, above,
must equal or exceed one (1) and thereafter will be rounded to the nearest tenth (.1) to compute the gross credit.  (7-1-93)

04. Computetion of the Earned Credit. The earned credit will bethe lesser of: (7-1-93)
a The amount of the gross credit, determined by Subsection 093.01, above, or (7-1-93)
b. Three and one-quarter percent (3.25%) of the net income of the revenue-producing enterprise within
which the employment occurred. (7-1-93)
05. Definition of Net Income. For purposes of computing the earned credit, net income of a revenue-
producing enterprise means | daho income determined asfollows: (7-1-93)
a Proprietorships or Farms, The amount of income from |daho activities as determined under Internal Revenue
Codethat isreported as net profit or loss on Schedule C or Schedule F on the federa incometax return. (7-1-93)
b. Corporations and Combined Corporate Returns. The amount of |daho net taxableincome, reported on Idaho

Form 41, modified to restore al net operating loss deductions, and excluding any nonbusiness income and expenses allocable
to Idaho. Each corporation included in the combined report of a unitary business will use its apportioned share of the
combined group's tota net income subject to alocation and apportionment, modified to restore net operating loss
deductions and excluding any nonbusiness income and expenses alocated to |daho, to.compute the earned credit. Refer to
Subsection 093.06 and ISTC Rule 040 for limitations on claiming the new jobs credit in/acombined report. (7-1-93)

C. Subchapter S Corporations. The amount of income determined under the Internal Revenue Code thet is
reported as ordinary income or loss, modified to include adjustments for alocation and agpportionment and to exclude any
nonbusiness income and expenses dlocable to Idaho. This amount is the Idaho taxable income reported on Idaho Form 41S,
modified to restore the deduction of income reported by individua shareholders on their Idaho income tax returns and before
addition of compensation or income attributable to nonresident shareholders who do not report such income on'ldaho income
tax returns. (7-1-93)

d. Partnerships. The amount of income determined under the Interna Revenue Code that is reported as
ordinary income or loss, modified to include adjustments under the allocation and apportionment provisions of Section 63
3027, Idaho Code, and rules thereunder, excluding any nonbusiness income and expenses alocableto |daho, to arrive at the
amount of businessincome from Idaho activities. (7-1-93)

06. Amount of Credit Claimed. The new jobs credit, when earned and either used during the current taxable
year or carried forward to a succeeding taxable year, may not, together with al other nonrefundable credits, except the credit
allowed for taxes paid to other states, exceed thirty-three percent (33%) of the incometax after any deduction of credit for taxes
paid to other dtates. Refer to Section 63-3029H, Idaho Code, and ISTC Rule 096 for the priority order within which
nonrefundable credits must be applied. (7-1-93)

Page 75
1996 Archive



IDAHO ADMINISTRATIVE CODE IDAPA 35.01.01
Idaho Tax Commission Income Tax Administrative Rules

07. Carryover. A carryover of unused credit to succeeding tax years will be alowed to the extent that the
earned credit, determined in accordance with Subsection 093.04, above, exceeds the credit dlaimed, determined in accordance
with Subsection 093.06, above. (7-1-93)

a The entire amount of unused earned credit will be carried forward to the earliest of the succeeding tax years,
wherein the oldest available unused credit shal be applied first. Unused earned credit means the amount by which the earned
credit exceedsthethirty-three percent (33%) limitation contained in Subsection 093.06, sbove. (7-1-93)

b. For the carryover to be clamed, the employment level upon which the credit was computed must be
maintained during the Succeeding taxable yearsto which theunused creditis carried. If the new employment level which generated the
credit drops; thetaxpayer will not be required to recapture the credit daimed in previoustax years. However, the credit must be
recomputed based upon the reduced employment level for purposes of determining the correct amount of carryover.
Example: The 1983 return shows anew jobs credit based on the fallowing;

Total income tax after credit for taxes paid to other states $6060

Average number of qudifying employeesin 1983 45
Average number the preceding 3 years 35
Average number the preceding year 30
Number of new qudifying employees (45 35) 10
Gross credit (10x5500) $5,000
Earned credit lesser of $5,000 or 3.25% of net income ($125,000) = 4063
4063

Amount daimed (based on 33% limitation) $2,000
Caryover to 1984 $2,063

In 1984, the taxpayer's employment level dropsto forty (40). Thetaxpayer must recompute the credit
based on the new employment level asfollows:

Number of new qualifying employees 5
Gross credit (5x $500) $2,500
Earned credit lesser of $2,500 or $4,063 2500
Amount daimed (based on the 33% limitation) 2000
Carryover to 1984 dlowed $500

If the taxpayer's employment level in a subsequent year dropsto a point where the credit actudly claimed in 1983 would be more
than the amount alowed based on the reduced employment level, no carryover will be alowed; however, the taxpayer is not
required to recapture any excess credit claimed dueto areduction of employmert. (7-1-3

08. Fow-Through of Credits. The credit earned in taxable years beginning on or after Jenuary 1, 1983, will be
availableto bedaimed by ownersor bendficiaries of partnerships, subchapter-S corporations, estates or trustsasfallows (7193

a To the extent thet income or loss from the subchapter S corporation, partnership, estate or trusts flows through
to the owners of beneficiaries, the proportionate share of the earned |daho new jobs credit will dso flow through. A schedule of the
flow through of 1daho credits must be provided to each owner of beneficiary, and copies of these schedules must be attached to the
Idaho tax return or information return of the entity generating the credit, and to each return upon which the credit isclaimed.

(7-1-93)

b. When the subchapter S corporation, partnership, edtate or trust has afiscd year end different from that of the

Page 76
1996 Archive



IDAHO ADMINISTRATIVE CODE IDAPA 35.01.01
Idaho Tax Commission Income Tax Administrative Rules

owners or beneficiaries, the earned |daho new jobs credit will be availableto be claimed in the same taxable year thet income or
lossfrom that entity is required to be reported for federa tax purposes. (7-1-93

09. Application of the Credit to Taxpayer in Combined Report. A unitary group decting to file asingle corporation
incometax return must reflect the computation of the I daho gpportionment percentage for each company required tofilewith ldaho and
must separately compute any tax credits induding limitations that might apply thereto. Only the corporation generating the tax
credit will be able to/use such credit. No corporation will be allowed to use a credit generated by another member of the
unitary group. (7-1-93)

10. Documentation. The taxpayer will compute the credit using Idaho Form 55 and attach it to the income
tax return upon which it is claimed. The taxpayer must maintain adequate records to document the qualifications of
new employees claimed, the computation of the number of new employees, the qudification as a revenue-producing
enterprise, the computation of the earned credit, the computation of the credit claimed, the continued maintenance of
adequate employment levelsinto carryover years, and the computation of any carryovers. These records must be maintained for
aslong asthe jobs credit may be carried forward or until further assessments or deficiency determinaions are barred by aperiod
of limitation, whichever is longer. (7-1-93)

094. - 095. (RESERVED).
096. PRIORITY ORDER OF CREDITS (Rule 096).
01. Tax Liability. Tax liability refers to the tax imposed under Sections 63-3024, 63-3025, and 63- 3025A,

Idaho Code. (7-1-93)

02. Nonrefundable Credits. Nonrefundable credits are to be applied only againgt the tax liahility in the

following order of priority: (7-1-93)

a Credit for taxes paid to other sates authorized by Section 63-3029, Idaho Code, enactedin 1959, (7-1-93)

b. Credit for politica contributionsauthorized by Section 63-3024B, 1daho Code, enacted in 1976. (7-1-93)

C. Credit for contributions to Idaho educationa ingtitutions, libraries or library districts authorized by Section

63-3029A, Idaho Code, enacted in 1976 Amended 1984. (7-1-93)

d. Credit for value of property for purposes of manufacturing ethanol acohol for use in gasohol

authorized by Section 63-3024C or 63-3025, 1daho Code, enacted in 1980. (7-1-93)
e Income tax credit for capital investment authorized by Section 63-3029B, 1daho Code, enacted in 1982.

(7-1-93)

f. Income tax credit for contributions made to Idaho youth and rehabilitetion facilities authorized by Section

63-3029C, 63-3029B, Idaho Code, enacted in 1982. (7-1-93)

o Revised new jobstax credit authorized by Section 63-3029E and F, Idaho Code, enacted.in 1983, effective

for tax years beginning in 1983 or after. (7-1-93)

03. Lost Credits. If the tax liability is absorbed by any one or more of the above listed credits, any
remaining nonrefundable credits are considered lost, unless subject to carryover provisions as authorized by the particular

code section defining the credit. (7-1-93)
04. Refundable Credits. Refundable credits are those credits which will result in arefund if in excess of the tax
liability after gpplication of nonrefundable credits. Those creditsare: (7-1-93)
a Credit for overpayment of withholding or tentative payments authorized by Sections 63-3072 and 63-3035,
Idaho Code, enacted in 1959. (7-1-93)
b. Grocery credit authorized by Section 63-3024A, |daho Code, enacted in 1976. (7-1-93)
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C. Additiond grocery credit authorized by Section 63-3024A, 1daho Code, enacted in 1976. (7-1-93)

d. Credit for maintaining ahome for elderly family member authorized by Section 63-3025D, Idaho
Code, enacted in 1981 (7-1-93)

05. Other Refunds. Taxpayers may gpply for credits or refunds of gasoline or specid fuelstax on daho income tax
returns. Credits or refunds of such amounts are moneys taken from gasoline or specid fud tax refund accounts to be either
refunded to the taxpayer, together with income tax refunds, or credited againgt incometax lichility. (7-1-93)

097. PERSONSREQUIRED TO MAKE RETURNS OF INCOME (Rule 097).

0L GrossIncome. Listed below areitems of grossincome: (7-1-93)
a Compensdtion, grossreceipts, for servicesinduding fees, commissions, and other smilar items, (7-1:93
b. Gross income derived from: Manufacturing, merchandising and mining gross sales less cost of goods sold

plusincidental income. On the cash bad's, the grossincome from farming, designated as gross profitsisitemized on page one (1) of
Schedule F, Form 1040, and includes the cash.or the value of merchandise or other property received from the sde of livestock
and produce raised during the taxable year or prior taxable year, profit from sde of livestock or other itemsthat were bought, and dl
gross income recaived from any other source. [t is this gross income plus any income from sources other than farming, thet is
determinative of whether afarmer must file areturn. Onthe accrud bad's, the grossincome from farming is the figure designated on
pagetwo (2) of Schedule F asgross prafits, and is determined by taking into account inventoriesas of the beginning and the close of

the taxable year. (7-1-93)

C. Gains. Gain redlized on the sale or exchange of property isincludablein grossincome, unless excluded by

law. (7-1-93)
d. Interest. Asageneral rule, interest received by or credited to the taxpayer congtitutes grossincome.

(7-1-93)

e Rentsand Royadlties Grossincomeincudes grossroyatiesand grossrentalsreceived or accrued. (7-1-93)

f. Dividends. Dividends are included in gross incomein the year received or made subject to the shareholder's

demand. For tax years beginning before January 1, 1987, dividends included in gross income are reduced by the dlowable

excduson: one hundred dollars ($100) for Sngletaxpayers, two hundred dollars ($200) on ajoint return. (7-1-93)

o} Alimony and Separate Maintenance Payments. Condtitute grassincome unlessexcluded by law. (7-1:93)

h. Annuities and Certain Proceeds from Life Insurance and Endowment Contracts. In general, amounts

subject to provisons of Section 72, Interna Revenue Code, are includable in the grossincome of the recipient except to the
extent they are considered to represent a reduction or return of premiums or other consderation paid. Generdly, proceeds of
lifeinsurance palicies, if paid by reason of the deeth of theinsured, are excluded from the grossincome of the recipient.

(7-1-93)

i Pensons. Condtitute gross income unless excluded by law. Refer to Sections 72, 402, and 403, Internal
Revenue Code. (7-1-93)
j- Income from Discharge of Indebtedness. Taxpayer may redlize income by the payment or purchase of his
obligations at lessthan their full value. Refer to Sections61 and 108, Internal Revenue Code. (7-1-93)
k. Partner's Digributive Share of Partnership Gross Income. Partner's digtributive share of partnership grossincome
condtitutes grossincome. Refer to Section 61 and Section 702(c), Internd Revenue Code. (7-1-93)
1 Shareholder's Pro Rata Share of S Corporation Gross Income. Shareholder's pro rata share of S corporation
grossincome condtitutes grossincome. Refer to Section 61 and Section 1366(C), Internal Revenue Code. (7-1:93
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m. Income in Respect to a Decedent. Gross income to the recipient. Refer to Section 691, Internal Revenue
Code (7-1:93
n. Income from an Interest in an Edtate or Trug. Gross income as outlined under Section 641 and following,
Subchapter J, Chapter |, Internal Revenue Code. (7-1-93)
0. Nonresdent Beneficiaries. As usad in this section, the term gross income includes any amounts determined

pursuant to Sections 652, 662, or 668, Internad Revenue Code. Any amount excluded from the gross income of a beneficiary
under Section 663(a)(l), Internd Revenue Code, shal be trested for purposes of this section as property acquired by gift, bequest,

devise, or inheritance. (7-1-93)
p. Prizes and Awards. Refer to Section 74, Internal Revenue Code. (7-1-93)
g. Scholarships/Felowship Grant. Refer to Section 117, Internal Revenue Code. (7-1-93)
r. Unemployment Compensation. Refer to Section 85, Interna Revenue Code for grossincomeinclusion.
(7-1-93)
s Moving Expense Rembursements. Refer to Section 82, Internd Revenue Code. (7-1-93)

02. Exdusions from Gross Income. Refer to Internd Revenue Code Subtitle A, Chapter IB, Part 11l which
specificaly excludes someitems from gross income. Generaly, in determining whether ataxpayer has received enough gross
incometo berequired to file areturn, items entitled to exdlusion from grossincome under Section 61(b), Internal Revenue Code,
are not taken into account in computing the amount of gross income. Howevey, if the Internd Revenue Code pecifies that, for
purposss of determining whether anincometax return must be filed, grassincome shal be computed without regerd to the exclusion,
the excdusion shdl dso be disregarded for Sate purposes (7-1-93)

03. Requirements of a Vaid Return. A tax return or other document reguired to befiled in accordance with Section
63-3030, Idaho Code, and thisrule must meet the conditions prescribed be ow. Thasewhich fail to meet these requirementsareinvaid.
They may be rgected and returned to the taxpayer. to be completed in accordance with these requirements and returned to the
Commission. A taxpayer who doesnat file avalid return will be considered to have filed no retumn. A taxpayer'sfailure to properly file
in atimey manner may cause cartain pendtiespresoribed by Sections 63-3030A, 63-3046, and 63-3075, Idaho Code, and rules
thereunder to beimposed. (7-1-93)

a All Idaho tax return forms must be completed and copies of @l pertinent schedules or computations must be
attached. A copy of thefedera incometax return must beincluded with the | daho return unlessthefederd filing requirement wasnot
met and a federd return was not filed or when a Form 40EZ, Idaho Resident Short Form, is filed. The results of supporting
computations must be carried forward to gpplicable lineson the tax return form. Itwill not be acceptable to enter on the tax return
form a statement such as see schedule attached if necessary information from the attachmentsis not aso entered on the |daho
tax return form. (7-1-93)

b. All Idaho tax returns or other documents filed by the taxpayer must include his socia security number or
federd employer idertification number in the space provided for this number on the face of the Idaho tax form. If required tofilean
Idaho tax return, the taxpayer must obtain and use the proper federd identification number even if such number-is not otherwise

required. (7-1-93)
C A reguest for an extendgon of time to file an Idaho income tax return must accuraidy show thefiling status and
type of tax return that will be filed by the taxpayer at the end of the extension period. In addition, corporations must indicate
whether they will beinduded in acombined report when the completed returnisfiled. (7-1-93)
d. A return that does not provide sufficient financid information to compute atax liability does not constitute a
valid tax return. (7-1-93)
e Perfect accuracy is not arequirement of avalid return, even though each of the following conditions

is required: The document must purport to be a return; and it must be on the proper form as prescribed by the State Tax
Commission; and it must contain a computation of the tax liability and sufficient supporting information to demongrate
how that result was reached; and it must evince an honest and genuine effort to satisfy therequirement of the law. For purposes
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of determining if this requirement is met, documents which contain the following are dearly insufficient: broad unspecified
conditutiondl daims; or unsupported statements to the effect that no 1daho activity or income exists; or language which

demonstrates a protest against the tax law or its administration. (7-1-93)
04. Reproduced and Substitute Returns. In the preparation of returns, any reproduced or subdtitute form or
schedule must meet the general requirements of the original forms as published by the Commission. (7-1-93)
a Specific ingructions for substitute formswill be published by the Commission and can be obtained from any
Commission office, Subgtitute forms, other than officid State Tax Commission forms, require approval prior to usage. Non-
approved formswill berejected and consdered not valid under thisrule. (7-1-93)
b. Reproduced forms, photocopies of officid State Tax Commisson forms, are acceptable provided that
weight and size of the paper is compatible to that used in official forms. The reproduced returns or schedules must be
sufficiently legiblethat they may be reproduced again. (7-1-93)
C. Thereturnsor schedules must be durable and not faded or clouded. (7-1-93)
d. Hest reproductions on thin flimsy paper will not be accepted for filing. (7-1-93)
e All reproductions which are not an exact copy of the forms provided by the Tax Commission must be
approved by the Commission prior to the use of the forms. (7-1-93)
f. Defective reproductions will not be accepted for filing if inadequate in any of the above
requirements. (7-1-93)
05. Indians. An enrolled Indian in any federally recognized Indian tribe who lives on a federally

recognized Indian reservation is not required to include in'his or her gross income any income earned within the original
exterior boundaries of any federdly created Indian reservation within the state of |daho, excluding areas ceded by the tribes
to the federd government. It is not necessary that land within an Indian reservation be owned in trust by the United States but
any land regardless of ownership within a reservation conditutes reservation territory. An-Indian, to be exempt from state
income tax on income earned on a reservation, isnot required to be amember of that particular tribe but of any tribe within the

United States. Income earned within areservation by any other person istaxable. (7-1-93)
06. Returns Required to be Filed. Idaho incometax returns, verified by awritten declaration of accuracy,

arerequired to befiled if the taxpayer received grossincome from al sources asfollows: (7-1-93
a TAXPAYER FILING REQUIREMENTS GROSSINCOME FROM ALL SOURCES

TAXPAYER FILING REQUIREMENTS GROSSINCOME FROM AL L SOURCES

RESIDENT INDIVIDUALS Under 65 65 and Over
Hling Saus
Snge $3,300 $4,300
Single, Claimed Dependent Unearned 1,000 1,000
Income

TAXPAYER FILING REQUIREMENTS: GROSSINCOME FROM ALL SOURCES

RESIDENT INDIVIDUALS Under 6S 65 and Over
Totd Income 3,300 3,300
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Heed of Household 3,300 4,300
Qudifying Widow(er) 4,400 5,400
Married Filing Separate Ret. 1,000 1,000
Married Filing Joint Return 5,400
One Spouse 65 or Over 6,400
Both Spouses 65 or Over 7,400

PART-YEAR RESIDENT AND NONRESIDENT INDIVIDUALS GROSSINCOME FROM
IDAHO SOURCES

Filing Satus

iy de $3,300
Sngle,

Claimed Dependent Unearned Income 1,100
TR@roome 3,300
Heed of Household 3,300
Qudifying Widow(er) 4,400
Married Filing Separate Ret. 1,000
Married Filing Joint Return 5,400

ESTATES $600 Reportable to Idaho

TRUSTS $100 Reportable to Idaho

RECEIVERSAND

OTHERFDUCIARIES I.R.C. Section 601.2(h)

CORPORATIONS Authorized to do business or conducting businessin Idaho

S CORPORATIONS Authorized to do business or conducting businessin Idaho

PARTNERSHIPS Resdent Partner or Idaho Situs

(7-1-93)

b. If a partnership does not have business situsin the state of Idaho but has one or more resident partners,

the partnership must file a partnership return as specified by Section 63-3030, Idaho Code, or submit to the Idaho State Tax
Commission a copy of Schedule K, Partner share of income, credits, deductions, etc., from their federal partnership return,
Form 1065, together with acopy of each Schedule K-| reflecti ng distributions alocated t0 each Ideho resident patner. (7-1-93)

07. Sgned Return. Tax returns must be manudly signed by the taxpayer or an authorized officer or
representative. Joint individua returns must be signed by both spouses. In case ataxpayer is deceased or cannot sgn hisname, aduly
authorized person, such as a surviving soouse, executor, administrator or person holding power of attorney may sign the return,
indicating his status or relationship. If ataxpayer sgnswith an X, hismark must be atteted by awitness (7-1-93)

08. Franchise Tax. Sections 30-1-129A through 30-1-139, Idaho Code, relating to corporation franchisetax,
were repeded by the 1982 | egidature. (7-1-93)

a Effective for taxable years ending on and after July 1, 1983, a corporaion will no longer forfeit its corporate
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powersfor failing to pay itsfranchisetax to the Sate Tax Commisson, Section 30-1-134, |daho Code, and the Secretary of State may
reingate a corporation without obtaining State Tax Commission verification that the franchise tax has been paid, Section 30-1-

137, Idaho Code. (7-1-93)
b. Thetwo terths of one percent (0.2%) franchisetax provisonsof Sections30-1-130, 30-1-131, 30- 1-132, and 30-
1-139, Idaho Code, are repeded effective for corporation taxable yearsending on or after July 1, 1983. Sections 30-1-129A, 30-1-133,
and 30-1-137A, Idaho Code, are reped ed effective on and after July 1, 1983. (7-1-93)
C. Thefranchisetax wasreplaced by acorresponding incresse of two tenths of one percent (0.2%) inthe corporation
income, franchise, tax rates Sections 63-3025 and 63-3025A, |daho Code, effective for taxable yearsbeginning on and after January
1,1983. (7-1-93)
d. Thereault of the above effective datesis that corporations with taxable years ending between December 31,
1983, and May 31, 1984, will be entitled to acredit of their prepaid franchisetax asfollows
Taxable Year Ending Date Fractional Credit of Prior Year's
Franchise Tax Paid
December 31, 1983 612
January 31, 1984 512
February 29, 1984 412
March 31, 1984 312
April 30, 1984 2112
May 31, 1984 112
(7-1:93)
e Another resultisthat for corparaionswith taxable yearsending on or after July 1, 1983, through November 30,
1983, no franchise tax will be due. (7-1-93)
098. JOINT RETURNS (Rule 098)
0L Who May File Joint Returns. (7-1-93)
a This section provides for the filing of a joint return by a husband and wife. Section 63-3024, Idaho Code,

provides, additionaly, for the ection of joint return rates for payment of taxes by individuals filing joint returns as husband and
wifeand by individuas quaifying as asurviving spouse or ahead of household. If ahushand and wife fileajoint return and the due
date for the filing of a separate return has expired for either spouse, separate returns thereafter cannot be filed. For example, if
caendar-year taxpayers file ajoint return & any time before April 15 in the year due and desire to change their dection and file
separately, they may only do soiif they filethe separate return, or returns, on or before April 15. (7-1-93)

b. A United States citizen or resdent married to a nonresident alien may elect to have the nonresident alien
spouse treated as a resident dien for income tax purposes. They may file joint returns but will be taxed on their worldwide
income and must provide dl records and information pertinent to the determination of ther tax lighility. (7-1-93)

C. A husband and wife shall make the election by ataching a statement to the joint return for thefirst taxable
year for which the election is to be in effect. The statement must contain the name, address and taxpayer identification
number of each spouse, if they have such anumber, and it must be signed by both persons making the election. (7-1-93)

d. Notwithstanding any of the above provisons, an executor, administrator or persona representative may
eect tofile separady for adecedent a any timewithin oneyear after the due date. The due date for thispurposeisthelast day the
surviving spouse may file; or if both hushand and wife are deceased, the due date is the fifteenth (15th) day of the fourth (4th)
month following the death of the spouse last living. (7-1-93)
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e A surviving spouse may file ajoint return with the deceased spouse for the year of death if said survivor
has not remarried before the close of the taxable year and there has been no change of accounting period resulting in a short
taxable year, asdefined for federal income tax purposes. The degth of one or other of the spouses does not create a short taxable
year. The surviving spouse may sign for the decedent if no return was made by the decedent for the same taxable year and no
executor, administrator or persond representative has been appointed prior to the due date of the return. If an executor,
administrator or personal representative has been appointed, both the surviving spouse and the executor, administrator or
personal representative must sign the return. (7-1-93)

f. Executor. For purposes of this section, the term executor, administrator or persona representetive means
the person who actually is appointed in such capacity by a court having proper jurisdiction and does not include a person
who merely hastaken charge of the property of the decedent. (7-1-93)

. The one (1) year period dlowed the executor, administrator or personal representetive to disaffirm ajoint
return filed by a surviving spouse does not establish a new due date for filing the return of the deceased spouse. Thus, pendties
may be affixed or interest charged for any filing after the due date for the surviving spouse. (7-1-93)

h For purposes of this section, taxpayers are required to use the same filing status with the state of 1daho as
used when filing returns with the Internal Revenue Service. If no return is due the Internal Revenue Service and areturnis due
the state of Idaho, taxpayers shall determine the filing status in accordance with Interna Revenue Code and Section 63-3031,

Idaho Code. (7-1-93)
02. Date Marital Status Determined. (7-1-93)
a The marita status of persons electing under this section shall be determined as of the last day of the taxable

year, or if death of one gpouse occurred during the taxable year, it shal be determined as of the dete of death. Persons legally
separated or divorced on or before the year end are not-married for. purposes of this section. If a husband and wife are
divorced subsequent to the last day of the taxable year, ajoint return may, neverthdess, befiled, provided both parties consent

thereto. (7-1-93)
b. Legd separation, as herein used, refers to a divorce which has been findlized under the laws of the state in
which such divorce was granted or a decree of separate maintenance which has been granted by a court of competent
jurisdiction. (7-1-93)
C. If ajoint return is made, the gross income and adjusted gross income, as well as deductions alowed and

taxable income, are computed together. Thus, although there are two taxpayers, there is only one taxable income.
(7-1-93)

03. Persons Living Separate and Apart. The phrase living separate and apart refers to an estrangement or
separation of ahushand and wife resulting from friction or dissatisfaction between the parties. It does not refer, for example, to
Stuations where husband and wife are living in separate residences for the convenience of employment, or because of savicein
the Armed Forces. (7-1-93)

090. TIME FOR FILING INCOME TAX RETURNS (Rule 099).

0L Requirement to File. All taxpayers, including corporations, S corporations, individuals, partnerships, esates
and trudts, arerequired to file an income tax return with the State Tex Commission on or before the fifteenth (15th) day of the fourth
(4th) month following the close of the taxable year. A taxable year, for this purpose, indudes ashort taxable year, as defined by the
Internd Revenue Code (7-1-93)

02. Timdy Filing Defined. If thelast day prescribed for filing areturn fals on a Saturday, Sunday or legd holiday,
the return shal be deemed timdly filed if it isfiled on the next day which is not a Saturday, Sunday, or legd haliday. This same rule
appliestoreturnsfaling dueet theend of aperiod of extenson granted by the State Tax Commission. A legd holiday, for this purpose,

isany statewide holiday recognized by the state of 1daho, including specid halidaysdedared by the Governor (7-1-93)

03. Mail. Section 63-2221, Idaho Code, specifiesthat anincometax return sent through the mail istimdy filed if

it ispostmarked on or before the due date of thereturn. (7-1-93)
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100. EXTENSIONSOF TIME (Rule 100).

0L Individuals A resdent, nonresident or part-year resident requesting an extension must file 1daho Form 51 on
or before thefifteenth day of the fourth month following the close of the taxable year. The extension request must be accompanied
by aremittance of theamount of tax etimated to be due. (6-2399)

02 Edates, Trusts and Partnerships An extenson must be made on |daho Form 41E on or before the fifteenth day
of the fourth month following the close of the taxable year. The extension must be signed by an authorized representative or
agent of the taxpayer and filed before the due date of the return. A separate extenson isrequired for each refurn and for each returnto
which itemsof income, lass, deductions, and creditsflow. (6-23-99)

03. Corporations. Any corporation requesting an extension must fileldaho Form 41E on or before thefifteerth day of
thefourth month following the dose of the taxable year (6-23-99)

04. Approva of Extension. An extension of timeto filewill be gpproved if it isfiled on time, is complete and
any tax estimated to be dueispaid in full. If approved, the extension will extend the timefor filing, without ddinquency pendlty, up
to 9x (6) months after the due date of the return, athough the completed return may befiled a any timeprior to the expiration of thesix
(6) month period. Oncethe completed return has been filed, the extension period has expired. Any remaining tax isdue at thetime
of filing the completed return. Natification of approva of the extenson will not be given to the taxpayer. A taxpayer will be
notified only if theextension is denied. (6-2399)

05. Taxpayers Abroad. United States citizens or residents; who are in military service on active duty, or who reside
outside the United States and Puerto Rico on their due date for filing, are given an automatic two (2) month extension of timein
which to file their income tax returns. If the Internal Revenue Service has granted a taxpayer aoroad an extenson of timetofile
federd incometax returns at atime later than two (2) months pedt the due date, such extension will be acogpted asavalid extenson for
date filing purposss. Such extensons are granted by the Interna Revenue Service when ataxpayer has not yet met ether the bona
fide resdent test or the physica presence test under Section 911, Interna Revenue Code, but expects to qudify after the two (2)
month extension. A copy of the gpproved federd extendon form must accompeany the State income tax return. In addition to the
automatic two (2) month extension, an additiond four (4) months extension will be granted if anldeho Form 51isfiled.  (6-23-94)

06. Individuasin Combat Zone: Section 7508, Internal Revenue Code, gppliesto individuadswho are sarvingina
combet zone or who are hospitaized as aresult of serving in a combat zone. Returns are not due in such event until one hundred
eighty (180) daysdfter the period of qudified sarvice or qudified hospitalization, whichever last occurs. Refer to Sections 63-3013 and
63-3022, Idaho Code, and |daho Income Tax Adminidrative Rule 014 and 019 for rules relating to the exduson of military pay from
Idaho taxableincome (6-23-99)

07. Interest. The granting of extension of time in which to file income tax returns pursuant to Subsections
100.01 through .06 of thisrule, does not dter the due date of the returnsfor the purpose of computing interest. I nterest will accrueon
the portion of thetax not withheld or paid from the origind due date urtil the date thereturnisfiled in find form and the full amount of
tax peid. However, if an extendon of time has been granted, interest will not be paid on amounts of withholding tax or corporation
estimated tax in excess of the actud tax liahility. See Section 63-3073, Idaho Code. (6-2399)

08. Pendlties. The estimated tax paid with the request for extension must, when combined with the tax previoudy
withhdd for an individud, if any, be at |leest eighty percent (80%) of the tatd tax due under the provisions of this chapter, or must
equa or exceed thetotd tax reported on the tax return for the preceding yeer if areturn wasfiled. Any deficiency may be subject to
afive percent (5%) pendty in addition to interest. The words total tax due under the provisons of this chapter, refer to atax which
is correctly determined on the tax return. If, for any reason, the tax reported on the return is @ther greater than or less than the tax
imposed by the Idaho Income Tax Act, the tax reported on the return shal be corrected before the amount of pendty due, if any, is
computed. (62399

101. ELECTRONIC TRANSFER OF FUNDS (Rule 101).

AH taxes due the state must be paid by dectronic funds transfer whenever the amournt is one hundred thousand dallars ($100,000) or

gregter, in accordance with rules promul gated by the ldaho State Board of Examiners, acopy of which isgppendedtotheerules.
(7-1-93)
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102. STATE INCOME TAX WITHHOLDING ON PERCENTAGE BASISWITHHOLDING, COLLECTION
AND PAYMENT OF TAX (Rule 102).

Theamount an employer isrequired to withhold from an employee and remit to the Tax Commissionisreferred to in theserulesasthe
withholding tax. (6-23-949)

01. Employer. The term employer is defined in Idaho Income Tax Adminigtrative Rule 010. An employer
may bean individual ; corporation, partnership, estate, trust, association, joint venture, or other organization. The term also
includes religious, educationd, charitable, and socia organizations or societies, even though such organizations are exempt from
payment of income taxes Governmenta agencies, induding federd, sateand loca subdivisons, are required to withhold. (6-23-94)

02. Employee Theterm employeeis defined in 1daho Income Tax Adminidrative Rule 010. Where the rdlationship
of employer and employee exists, adifferent description or agreement as to the nature of the rdationship of the partiesisimmaterid.
For example, an employee may be designated asa partner or independent contractor. Thefact that compensation may be based uponan
agreed peroentage of profits or other undetermined messure is aso of no consequence. No digtinction is made between classes or
grades of employees. Administrative and executive personnd and corporate officersare employess (62399)

03. Regigering For An ldaho Withholding Account Number. Every employer who pays salaries, wages, or
other compensation for services performed in Idaho is required to have an | daho withholding account number. An employer upon
hiring one (1) or more full or part-time employess must gpply for an Idaho withholding account number by filing with the Tax
CommissonaForm TCA, Application forldaho Permit Based Taxes (62399

4. Sde of Busness or Change in the Form of Doing Busness Idaho withholding account numbers are
nontranderable When a businessis sold, the new employer must gpply for a new withholding account number and file separate
returns and W-2s. Generdly, when there is a change in the form of doing business which requires a new federd employer
identification number, i.e, a sole proprietor forms a corparation or-partnership, the new entity must apply for a new withholding
account number. Neither entity should report wages paid by the ather entity, nor usethe other entity’swithhol ding account number.

(6-2399)

05. Withholding Required. Withholding is required from all salaries, wages, bonuses, or other compensation

pad by an employer for sarvices performed within |dahoiif: (6-2399)
a The employeeisaresident of Idaho; or (6-23-94)

b. Compensation of one thousand dollars ($1,000) or more per year ispad for persond services performed in

Idaho by anonresident employee; or (6-23-99)
C. In the case of traveling salesmen and others who perform services in more than one state,

withholding isrequired only on the portion of total compensation whichisreasonably attributable to actua services performed
in ldaho regardless of the employee's post of duty. This may be based on hours, time spent in Idaho, mileage, or a

percentage of commissions. (6-23-94)
06. Exceptions to Withholding Requirements. Withholding from salaries; wages, bonuses, or other
compensation paid by an employer isnot required if: (6-23-94)
a The salaries, wages, bonuses, and other compensation paid by an employer is for services
performed wholly outside Idaho by an employee regardless of the residency or domicile of the employer or employee.
(6-2399)
b. The compensation is paid to a nonresident member of the Armed Forces of the United States on active
duty serving in Idaho; (6-23-94)
C. The employee is a transportation employee covered under Public Law 101-322 and.is a nonresident of
Idaho; or (6-23-94)
d. The employeeis exempt from federd withholding, except as described in Section 63-3036, |daho Code.
(6-23-94)
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07. Amounts Withheld. The amount withheld shall not be less than the amounts shown in the
withholding tables prepared by the Tax Commission, except in cases where an dternative method of withholding has been
approved. An employee at any time may enter into an agreement with his employer for the withholding of an amount greater
than the minimum amount pecified in the tables. (6-23-99)

08. Filing of Returns. Generdly, an employer is required to file monthly an Idaho Withholding Tax Return,
Form 950, to report payroll and any Sate incometax withheld. (6-23-99)

a Employers who owe less than five hundred dollars ($500) per quarter and have established a
satisfactory record of timely filing and payment of the tax may request permission to file quarterly instead of monthly.
(6-23-94)

b. A return must _be filed for each reporting period. For reporting periods in which the employer had no
withholding tax liability, the return must be completed and filed by the due date. (6-23-94)

09. Valid Returns. Returns and other documents required to be filed in accordance with Section 63- 3035,
Idaho Code, and these rules must meet the conditions prescribed below. Returns which fail to meet these requirements are
invalid and may be returned to the taxpayer to be refiled. An employer's failure to properly file in atimely manner may cause

interest and pendtiesto beimposed as provided by Sections 63-3045 and 63-3046, |daho Code. (6-23-99)
a All withholding tax returns and other documents filed by the taxpayer must include his name, signature
of the taxpayer or his authorized representative, withholding tax account number, and federa employer identification
number. (6-23-94)
b. Withholding returns must be filed on the proper form, as prescribed by the Tax Commission. (6-23-99)
10. Use of Estimates; Extension of Time Returns. (6-23-94)
a The Tax Commission may, for good cause, allow ataxpayer to file for an extension of time by filing an
estimated return. When filing the Extenson of Time estimated return, the taxpayer must attach a written request which sets
forth the reason for estimating. (6-23-94)
b. If the return for any period isfiled on an estimated basis, the estimated return must be timely filed and the

estimate must be reconciled to actud figures by filing an origind return within one (1) month of the due date of such return. Any
additiona tax due as aresult of there conciliation shal be remitted at the time of filing of the origind return and shdl include
interest on any unpaid balance due from the due date of the return for the period to which that additiond amount rdates. (6-23-94)

C. The esimated tax remitted must be a least ninety percent (90%) of the tota withholding tax due on the return
whenitisfiled or one hundred percent (100%) of thetotd withholding tax duefor the same month of the prior year. If the estimated
tax paid is less than these requirements, a five percent (5%) pendlty, as provided by Section 63-3046(a), Idaho Code, may be
applied to the remaining tax due. (7-1-93)

d. If the Tax Commission determines that no good cause existed for the filing of the estimate, a pendty as
provided by Section 63-3046, Idaho Code, will gpply to any ddinquent tax due on the origina returnwhen filed. (6-23-94)

1. Annua Recondiliation, Form 956. (62399

a On or before the last day of February following the close of the cdendar year, the employer mugt file a
summary of al withholding returns filed throughout the preceding caendar year and a reconciliation of tax withheld. This
summary and recondiliation must be accompanied by aForm W-2 for each employee to whom | daho taxable wages were peid during
the year, regardiess of whether 1daho income tax waswithheld from such wages (6-2399)

b. When corrections are needed due to errors or omissions which resulted in an underpayment of tex withheld, a
deficiency may beissued to the employer based onthe actud amount of tax withheld or which should have beenwithheld. Pendlty
and interest, as provided by Sections 63-3045 and 63-3046, Idaho Code, will apply. Interest will accrue a the rate st forth in
Idaho Income Tax Adminigrative Rule 132. The underpayment shall be presumed to have occurred throughout the year and interest
shdll be assessed @ the averaged rate, unlessthe month of the underpayment is specificaly identified. (6-23-94)
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12 Employeds Wage and Tax Satements. A Form W-2, showing total wages paid, totd 1daho wages, and Idaho
income tax withheld during the caendar year, must befiled with the Tax Commission for each employee. Thefiling must bemadeon
or beforethelast day of February following the dase of the calendar year. Theemployer must furnish to theemployesacopy of Form
W-2 before February 1, or upon request of the employee within thirty (30) daysafter termination of theemployea TheW-2 or aform
of smilar szeand design may be used for reporting wages paid and | daho incometax withheld. Theinformation on the form must be
dearly legible, not cloudy or faded, particularly on al carbon copies. Altered forms will not be accepted. All such forms must

include the foll owing information: (6-2399)
a ThewordsW-2 Wegeand Tax Satemert; (6-2399)
b. Employer'scomplete name, address and Federd Employer | dentification Number; (6-2399)
C Employer's|daho Withhol ding Account Number;’ (62399
d. Employegs complete name, address, and socid security number; (6-2399)
e Taxable Year; and (62399
f. Total |daho wages paid, Idaho income tax withheld, and name of state must be indicated in the gppropriate
boxes. (6-23-99)

13. Requirement to File on Magnetic Media. Every employer required to file returns on magnetic mediaor other
machine-readable form by Section 6011, Internd Revenue Code, and also having fifty (50) or more ldaho employees, shdl fileina
smilar manner with ldaho. In addition to the information required by the Internd Revenue Code, the magnetic media or mechine
readable form shall dso report | daho wages and | daho withholding. Employers required to file on magnetic mediaand failing to do
sowill be subject to the provisons of Section 63- 3046(€), |daho Code, asif no return had beenfile

(6-2399)

14. Records. Each employer isrequired to keep adequate records showing the name, address, and socid security
number of each employee to whom Idaho wages are pad, the dates and amounts of wages paid, and the amount of tax withheld, if
applicable Record-kesping isrequired on dl employees, regardlessof whether or not tax has been withheld. These records shall be
subject to ingpection by an authorized representative of the Tax Commisson. (6239

15. Formw-4. (6-23-94)

a Internd Revenue Service Form W-4, Employee's Withholding Allowance Certificate, shal be recognized
and accepted for Idaho income tax withholding purposes. (6-23-94)

b. Employess subject to Idaho income tax withhalding are required to report the same totdl number of withholding
alowancesfor Idaho asfor federal income tax withholding purposes. (6-23-99)

C. An employee may not daim an exemption from Idaho income tax withholding unless the exempt Form W-4 he
hesfiled with hisemployer has been accepted as exempt by the Internal Revenue Service; he does not expect to oweany Idaho Sete
incometax for the current year; and he expectsto havearight to arefund of dl incometax withheld. (6-23-94)

d Employer's Report of Exempt Withholding Status or Excess Withholding Allowances. When any employer
deliversto the Internd Revenue Service information from any employee claiming an exemption from withholding or dlaming ten
(10) or morewithholding alowances, the employer shall dso provide copiesto the Tax Commission regarding such information.

(6-23-99)

e Exception to Excess Withholding Allowances and exempt Withholding Status. Subsection 102.15.d. of this
rulewill not gpply when an employer reasonably expectsto pay grosswages of lessthan two hundred dollars ($200) per week to
an employee However, if such employee earns in excess of five thousand two hundred dallars ($5,200)during the caendar year, an
employedsForm W-4 mugt be sent to the Tax Commission. 62399

16. Verification by Employee- Notice. The Tax Commission may request verification of maritd statusor withholding
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dlowances from any employee The reguest for veification shdl give the employee an opportunity to submit verification
documents. In the event of failure of the employee to verify the claimed marital status or withholding allowances, the Tax
Commission may designate the marital status and the number of withholding dlowances. An employegs daim of an erroneous
maritd gatusor of excesswithholding dlowances shdl be deemed to be a deficiency as defined in Section 63-3044, 1daho Code.
If the Tax Commission determines that such adeficiency exigts, anatice of deficiency shall beissued to theemployee. Thenatice
of deficiency shal be subject to the apped procedures as provided in Sections 63-3045 and 63-3049, Idaho Code. If such natice of
deficiency isnot protested or is upheld upon gppedl, anew order specifying the new marital Satusor withholding alowances shal be
issued totheemployee (62399

17. Order of Tax Commission or Internal Revenue Service. The Tax Commission may notify the employer of
the order spedifying the maximum number of withholding alowances to which the employee is entitled for Idaho withholding
purposes. The employer shall withhold amounts from the employee on the basis of the maximum number of allowances
specified inthe written notice received from the Tax Commission, unless the employee shdl provide to the employer acertificate
claming fewer dlowances The notice to the employer shdl be effective immediatdy upon recapt and shdl remain effective for the
res of the cdendar year. The employer shdl not withhold from any employee on any basis in excess of the maximum number of
withholding dlowances specified in the most recent natice from dther the Tax Commission or the Internd Revenue Sarvice which
dlowsfor withhol ding basad upon the fewest number of withholding alowances, (6-23-99)

18. Employee's Petition for Change in Status. Any employee subject to an order specifying the maximum
number of withholding allowances may petition the Tax Commission for a changein status. If the employee esddlishesthet a
meaterid change of crcumstances has occurred and judtifiesachangeto anew status, the Tax Commission may natify the employer
of a change of status and may specify a new number of maximum withholding dlowances The determination of the Tax
Commission on any chenge of gatusisfindl. (6-2399)

19. Liability of Employer for Failure to Make Proper Withholding. The employer shal be liable for
deficiencies for withholding on any basis in excess of the maximum number of withholding allowances specified in the most
recent notice from either the Tax Commission.or the Internd Revenue Service which alows for withholding based upon the
fewer number of withholding alowances. (6-23-94)

103. STATE INCOME TAX WITHHOLDING ON PERCENTAGE BASIS FOR AGRICULTURAL,
HOUSEHOLD, OR DOMESTIC EMPLOYERSUNDER SECTION 63-3036, I DAHO CODE (Rule 103).

01. Employers Subject to This Rule. All employers, as defined inddaho Income Tax Administrative Rule
010, employing individuals not subject to withholding under Section 63-3035, Idaho Code, including but not limited to those
who hire agricultura, household, or domegtic labor are required to withhold. (6-23-99)

02. Registering for an |daho Withholding Account Number. Every employer subject to this ruleis required
to have an Idaho withholding account number. Every employer upon hiring one (1) or more full or part-time employees must
apply for an Idaho withholding account number by filing a Form TCA, Application for Idaho Permit Based Taxes with the Tax
Commission (6-23-99)

03. Sdeof Businessor Changein the Form of Doing Business. See Idaho Income Tax Administrative Rule 102,
(6-2399)

04. Withholding Required. Withholding is required from all saaries, wages; bonuses or other
compensation paid by an employer for services performed within Idaho which will exceed one thousand dollars ($1,000)
during the calendar year. An employee at any time may enter into an agreement with his employer for withholding of an
amount greater than the required one percent (1%). (6-23-949)

05. Reporting and Paying the Taxes Withheld. Agricultural, household, and domestic employers shall file a
return, Form 954, 1daho Withholding Farmer-Employer's Annual Return, and remit the Idaho income taxes withheld by the
last day of February following the year in which the deductions were made. This return shal report total payroll and total
Idaho income tax withheld for the previous calendar year and be accompanied by the supporting Form W-2, Wage and

Tax Satement, for each employee. Thisreturn must be completed and filed with the W-2s, evenif notax isdue (6-23-99)

06. Vaid Return. To be a valid return, a return must meet the requirements of Idaho Income Tax

Administrative Rule 102. (6-23-99)
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07. Employer's Wage and Tax Statements. See ldaho Income Tax Administrative Rule 102. (6-23-94)
08. Requirementsto File on Magnetic Media. See 1daho Income Tax Adminigtrative Rule 102. (6-2399)
09. Records. See ldaho Income Tax Administrative Rule 102, (6-23-99)

104. CORPORATE ESTIMATED PAYMENTS (Rule 104).

01. General Rule. A corporation is required to make payments of estimated tax to the Commission if its
estimated federa tax for its current taxable year can reasonably be expected to be five hundred dollars ($500) or more and its
estimated Idaho tax for the current tax year can reasonably be expected to be five hundred dollars ($500) or more. (7-1-93)

02. Estimated Tax. The term estimated tax meansthe excess of; (7-1-93)

a The amount which the corporation estimates as the income tax imposed by Sections 63-3025, 63- 3025A,
63-3029B, Idaho Code, recapture of ldaho investment tax credit, and Section 63-3082, ldaho Code, Permanent
Building Fund, over (7-1-93)

b. The amount which the corporation estimates as the sum of any credits provided by this chapter. (7-1-93)

03. Minimum Payment. Estimated tax payments will be twenty-five percent (25%) of thelesser of:  (7-1-93)

a Thetax required to be reported on the taxpayer'sreturn filed for the immediately preceding year, minimum
twenty dollars ($20), or ninety percent (90%) of the tax reguired to be paid on the current year'sreturn. (7-1-93)
b. The tax required to be reported on the preceding year's return and the tax required to be paid on the current

year's return are defined as the taxable income multiplied by the gppropriate tax rate, minimum twenty dollars ($20), plus
Permanent Building Fund tax, plustax on recapture of investment tax credit, less allowable income tax credits. (7-1-93)

C. If, after making one or more estimated tax payments for ataxable year, @ corporation makes anew esimate
of itscurrent year income, it should recomputeits estimated tax accordingly. Example

PAYMENT TOTAL
PAYMENT
Period 1 Edimated tax $16,000
Payment made on 15th day of 4th month (25% of 90% of $3,600 $3,600
$16,000)
Period 2 Estimated tax (revised) $20,000
Payment made on 15th day of 6th month (25% of 90% of $4,500
$20.000)
Plus payment to catch up differencein Period 1 payment $900 $5,400
(25% of 90% of $4,000)
Period 3 Estimated tax (revised) $12,000
Payment made on 15th day of 9th month -0- -0-
Period 4 Estimated tax (revised) $18,000
Paymentmade on 15th day of 12th month (25% of 90% of $4,050
$18,000)
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Plus payment to catch up differencein Period 3 payment $3,150 $7,200

No payment is.due because seventy-five percent (75%) of the estimated tax payment was paid in first and second

ingtdIments: (7-1-93)
04. Any corporation required to make payments of 1daho estimated tax shall make such payments on the same
due dates required for federal estimated tax payments. (7-1-93)
a Payments of Idaho estimated tax for calendar year taxpayers will be due on April 15, June 15,

September 15, and December 15. Payments for fiscal year taxpayers will be due on the fifteenth (15th) day of the fourth
month, the fifteenth (15th) day of the sixth (6th) month, the fifteenth (15th) day of the ninth (Sth) month, and the fifteenth
(15th) day of ‘the twelfth (12th) month. (7-1-93)

b If any duedatefdlson aSaturday, Sunday, or legd holiday, subgtitute the next regular workday. (7-1-93)

05. Annudized Income Installment Method. Corporations required to make estimated tax payments under
this section, who use the annuaized income installment method for federd purposes, may use the annualized income
ingtalment method tofigure their estimated |daho tex. (7-1-93)

A corporationmay annualizeits |daho income: For thefirst three (3) monthsif the installment was required
to be pald in the fourth (4th) month. For the first three (3) months or for the first five (5) months if the installment was
required to be paid in the sixth (6th) month. For the first six (6)‘months or for the first eight (8) monthsif the installment
was required to be paid in the ninth (9th) month. For the firgt nine (9) months or for the firs eeven (11) months if the
installment was required to be paid in the twelfth (12th) month. (7-1-93)

b. To annualize, multiply taxable income for the period by twelve (12) and divide the result by the number of
monthsin the period; three (3), five (5), 9x (6), eight (8), nine (9), or deven (11), asthe case may be. (7-1-93)

C. The annudized income installment required will be the gpplicable percentage of the tax computed on the
annualized income less the aggregate amount of any prior required instalments for the reporting period. The gpplicable
percentage is the percentage designated for the specific installment period under Section 6655, Internal Revenue Code. The
tax computed on the annualized income includes the annualized income times the corporate income tax rate, plus
Permanent Building Fund tax, plus estimated tax on recapture of investment tax credit, less estimated allowable income

tax credits. (7-1-93)
06. The alowable net operating loss carryover should be deducted from income for the period before the
estimated tax is computed. (7-1-93)
07. Each corporation included in a combined report which is required to make estimated payments must
separatdy compute its estimated tax based on the following: (7-1-93)
a Its gpportioned share of estimated | daho taxable income, (7-1-93)
b. ItsIdaho net operating loss carryover, (7-1-93)
C. Its Permanent Building Fund tax, (7-1-93)
d. Itsanticipated tax on recapture of Idaho investment tax credit, (7-1-93
e Anticipated incometax credits. (7-1-93)
f. Example (7-1-93)

ABC CORPORATION AND COMBINED 3SUBSDIARIES IDAHO QUARTERLY ESTIMATED PAYMENTS
COMPUTATION FOR HISCAL YEAR ENDED 530/89
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ABCCORP| ABCOF | ABCOF COMBINED
IDAHO UTAH

ESTIMATED:

Federd Taxadle Income 2,000 750 1,000 3750

Sate Adjusments 250 30 40 320

Apportionable Income 2,250 780 1040 4070

g rortionment Pector 18.9248% | 6.8891% 0 25.8139%

Idaho Apportioned Income 770 280 1,050

Idaho NOL Carryover -0- (100) (100)

Idaho Taxable Income 770 180 950

Idaho Income Tax @ 8% 62 14 76

Anticipated Tax on Recaptureof ITC 5 5

Income Tax Credits (2)(7) (9)

Idaho Edtimated Tax 60 12 7
Combined quarterly estimated payments of $16 (25% of 90% of $72) are due September 15, 1988, November 15, 1988,
February 15, 1989, and May 15, 1989. (7-1-93)

g. Estimated tax payments shall be madein the same name(s) of the taxpayer(s) whose name(s) will be on the

return(s) filed. (7-1-93)

08. In the case of ashort taxable year for which estimated tax is required to be paid, the amount and timefor
each payment shdl be determined by Subsections 104.03 and 04 of thisrule. Since the short period will end prior to some of the
payment due dates, any remaining payments shall be made on thefifteenth (15th) day of the last month of the short taxable yesr.
No egtimated tax payment isrequired if the short period islessthan four (4) monthsor if the requirements to make an estimated
payment are not met before thefirst (1st) day of the last month in the short taxable year. (7-1-93)

Example 1: X, a corporation filing on a calendar year basis, changes to a fiscal year beginning
September 1, 1988, and ending August 31, 1989. For the short taxable year, January 1, 1988, to August 31, 1988, X must make
installment payments of twenty-five percent (25%) of its estimated tax on April 15, 1988, and June 15,1988. The remaining
payment of fifty percent (50%) of the estimated tax, twenty-five percent (25%) for the third (3rd) payment, plus twenty-five
percent (25%) for the fourth (4th) payment, is due on August 15, 1988, the fifteenth (15th) day of the last month of the short
taxable year. (7-1-93)

b. Example 2: If, in Example 1, X does not meet the requirement to make estimated payments until June 15,

1988, X isrequired to pay fifty percent (50%) of the estimated tax, twenty-five percent (25%) for thethird (3rd) payment and

twenty-five percent (25%) for the fourth (4th) payment, no payment is required for the first (1st) and second (2nd) reporting
periods, on August 15, 1988, thefifteenth (15th) day of thelast month of the short taxable year.

(7-1-93)

09. Tax-exempt Organizations. Tax-exempt organizations required to make estimated tax payment on
unrelated businessincome for federal purposeswill be required to make estimated tax paymentsfor |daho purposes. . (7-1-93)

10. Previous Underpayments. A payment of estimated tax is applied to any previous underpayments in the
order in which the installments were required to be paid. To the extent the payment exceeds previous underpayments,
it is applied to the ingtallment then due. An overpayment of any installment may be claimed as a credit againg the next
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ingtalment only to the extent it exceeds dl underpayments of prior installments. (7-1-93)

1. Overpayments. Overpayments of estimated tax ingtallments, together with al other payments and
alowable income tax credits in excess of the income tax computed on the return, shall be refunded to the texpayer after the
filing of the completed return. (7-1-93)

a No refund or credit shall be made to a taxpayer who fails to file its return, as required under this
Adt, within three (3) yearsfrom the due date of the return for which the estimated tax paymentswere made. (7-1-93)

b. Except as provided in Subsection 104.10, above, the taxpayer may elect to apply overpayments arising on o
beforethe due date of the return againgt thefirst instalment payment of the next year's etimated tax by designating the carryover on
the return. Overpayments will be gpplied to any deficiencies of tax, pendties, and interest prior to application to a subsequent
year's estimated tax payment or tax ligbility. (7-1-93)

12, Obligation to File Returns. The payment of estimated tax does not relieve any corporation of the obligation to
file areturn when due under the provisions of this chapter. No extensions of time will be alowed for payment of eimated taxes.
Making estimated tax payments as required in this section does not relieve the taxpayer of the requirement for payment of the
appropriate amount of tax with an application for extenson of timeto file or with the origind return. Refer to Section 63-3033, I1daho
Code, and supporting rules (7-1-93)

13. S Corporations. S corporations required to make estimated payments to the Interna Revenue Sarvice are
required to make esimated payments to the Tax Commission, provided the S corporation was subject to Idaho tax for the
immediately preceding year. For purposes of this section, ldeho tax is limited to the S corporation's taxes on built-in gains, capita
gains excessve passveinvesment income, and investment tax credit recapture. (7-1-93)

105. INFORMATION RETURNS. (Rule 105).

oL In Generd. All information returns required by the Internd Revenue Code are required to be filed with the
Idaho Sate Tax Commission, unless the filing is excused by rule. The filing of the following information returns shal not be
required to befiled with the Tax Commission; (7-1-93)
a Form 1042S, Foreign Person’'s U.S. Source Income Subject to Withholding. (7-1-93)
b. Form 1098, Mortgage | nterest Statement. (7-1-93)
C. Form 1099-B, Statement for Recipients of Proceeds From Broker and Barter Exchange Transacti OI’(I;. 19
d Form 1099-DIV, Satement for Recipientsof Dividendsand Digtributions (7-1:93)
e Form 1099-G Satement for Recipients of Certain Government Payments. (7-1-93)
f. . Form 1099-INT, Satement for Recipientsof Interest Income. (7-1-93)
o} Form 1099-OID, Statement for Recipients of Origind |ssue Discount. (7-1-93)
h Form 1099-PATR, Statement for Recipients, Petrons, of Taxable Digtributions Recaived From Coope(r?t:llvgg)
i. Form 4789, Currency Transaction Report. (7-1-93)
j- Form 5498, Individua Retirement Arrangement Informetion. (7-1-93)
k Form 8027, Employer's Annud Information Return of Tip Incomeand Allocated Tips. (7-1-93)
1 Form 8300, Report of Cash Payments Over Ten Thousand Dallars ($10,000) Received inaTrade or Bus(i ?elﬂag 9
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m. Form 8362, Currency Transection Report by Casinos. (7-1-93)

02. Submitting Returns. Information retumns shdl be submitted to the Tax Commisson on paper form, Internd
Revenue Sarvice Form 1099, or magnetic tape Taxpayers reporting on magnetic tgpe must contact the Tax Commission for

specificationsprior to submitting tapes (11-28-949)
03. Due Date of Information Returns. Information returns shall be made on acalendar year bas's. The due date
isthelast day of February, following the close of the cdendar year. (7-1-93)

106. PUBLICATION OF RULES (Rule 106)

01. Petitioning the Commission. Any person, group or other association may petition to the State Tax
Commission for promulgation, amendment or reped of a rule pursuant to the Idaho Adminigtrative Procedures Act. Such
petitions may be submitted to the Commission in any written form but must contain an express statement that the writing is
intended to/be such a petition. In the case of a proposd to promulgate or amend a rule, the petition must include suggested
language which the petitioner believes appropriate to effect the petitioner's desired regulatory provisions. The petition should
aso include a statement of the reasons the petitioner believes the proposals should be adopted, and should aso include a
statement of antici pated economic impact of the proposed change. Upon receipt of such a petition, the Tax Commission will,
within twenty-eight (28) days, notify the petitioner whether the Commission will or will not inditute rule making
proceduresin accordance with the Administrative Procedures Act for the purpose of considering the petitioner's proposal. The
petitioner shall receive written notice of the time and place of any and dl-public hearings which the Tax Commission may hold
in regard to such a proposed rule. (7-1-93)

02. Effective Date. To the extent allowed by statute, Income Tax Rules will be applied on their effective
date to all tax years open for determining tax liability. Taxpayers may file amended returns or the Tax Commisson may
issue aNatice of Deficiency Determination for open years. (7-1-93)

03. Closed Years or |ssues. Closed tax years and issues will remain closed, whether closed by the statute of
limitations or closed by the expiration of apped time, hardening. Therefore, if an ISSUE is closed by the hardening of aNotice
of Deficiency Determination or by the hardening of aDecision, arule change will not reopenthetax year on that issue. (7-1-93)

04. Transactions Before an Effective Date. A rule will not be applied to transactions occurring before its
effective datein acase where, in the opinion of the Tax Commission, to do so would create obviousinjustice. (7-1-93)

107. EXAMINATION OF BOOKSAND WITNESSESDISCOVERY (Rule107).

01. Retention of Working Papers. Every taxpayer shall retain and make available, upon request, all working
papers used in the preparation of any income tax return still subject to examination by the State Tax Commission. (7-1-93)

02. Failure to Comply. Any person who refuses to comply with any of the provisionsof this section may be
required to appear in district court and ordered to comply at the risk of being held in contempt of court, Section 63-3043,
Idaho Code, or may be charged with a misdemeanor, and subject to afine or imprisonment, as provided for in Section 63-
3075, Idaho Code. Failure to produce records supporting amounts or information shown on a return may result in gppropriste
adjusments by the Commission (7-1-93)

03. Discovery. The Commission may engagein dl formsof discovery permitted under the Idaho Rules of Civil
Procedure by ataching the appropriate discovery request to a summons issued pursuant to Section 63-3042, Idaho Code.
Discovery requests may include interrogatories, depositions and requests for production or ingpection. Failure to respond to
any discovery request in the manner required under the Idaho Rules of Civil Procedure may result in the reissuance of a
summons to the taxpayer and the imposition of any sanctions permitted by these rulesfor failureto respond to the summons.

(7-1-93)

04. Scope. Examination of the books and records of the taxpayer shal include books, memoranda,
working records and federa tax returns relating to the taxpayer's taxable income, expenses, filing status, or other pertinent
information. (7-1-93)
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05. Cogt Reimbursement to Third-Party Recordkeeper. The Tax Commission may reimburse a third party
summonsed by the Tax Commission to produce records for copies of such records not to exceed seventy-five cents ($0.75)
per page of copy, or may require that originals of such documents be delivered to the Tax Commission. (7-1-93)

108. DEFICIENCY IN TAX (Rule 108).

01. Agreament to Amount of Deficiency. Any taxpayer at any time may enter into an agreement with the Tax
Commission regarding the amount of deficiency in tax for agiven tax year. For example, if the taxpayer had listed one hundred
dollars ($100) as a charitable contribution and the person preparing his return had erroneoudly listed the amount as one
thousand dollars ($1,000), the taxpayer could readily admit to additional taxable income of nine hundred dollars ($900) and a
deficiency of tax based on that amount. An agreement of deficiency madein this manner will not be consdered acompromise
of tax, nor will it affect the statutory period of limitations for audit or additiona assessment or for aclaim for refund filed by the
taxpayer. (6-23-94)

02. The Record of Assessment. The record of assessment shall be the Notice of Demand that a so functions
as the required notice for the distraint and sale of a taxpayer's personal property under Section 63-3057, 1daho Code. For a
jeopardy assessment as provided for in Sections 63-3065, 63-3630, or 63-4208, Idaho Code, the Notice of Jeopardy
Assessment isthe record of assessment. 1n cases where the tax is self-assessed and no Notice of Demand is issued, the record
of assessment shdll be the Tax Commission's processing record of thefiling of the salf- assessed return. (6-23-99)

109.  NOTICE OF DEFICIENCY PROTEST (Rule 109).
0L  Protest Procedures (6-23-94)

a When the Tax Commission determines that‘a deficiency exists with respect to the tax ligbility of any
taxpayer, notice shall be given the taxpayer as soon as practicable. If the taxpayer does not agree with the deficiency
determination, the taxpayer must, within sixty-three (63) days from the date the notice of deficiency is mailed, file awritten
protest with the Tax Commission for the purpase of obtaining aredetermination of the deficiency. (6-23-94)

b. The protest must be in writing and must contain the following information to be perfected: name, address
and pertinent identification number; the period.to which the deficiency relates; the specific item or items in the deficiency
notice to which the taxpayer objects; and the factua or legal basisfor the objections made. Once this protest is received by the
Tax Commission, the sixty-three (63) day period ends. If the Tax Commission determinesthat the protest does not include all
the items required by this subsection, the Tax Commission will notify the taxpayer of the items needed to perfect the
protest. The taxpayer shal have twenty-eight (28) days from the dete this notice is mailed to provide this informetion. For
example: If the taxpayer has sixty-three (63) days from August 31 to protest the deficiency determination, and the protest is
received from the taxpayer on September 10, the sixty-three (63) day period stops on September 10. If the Tax Commisson
determines thet this protest is not perfected and mails notification to the taxpayer of this fact on September 15, the taxpayer has
twenty-eight (28) days or through October 13 to perfect the protest. /After October 13, the taxpayer can no longer perfect his
protest or submit anew protest even though the original sixty-three (63) day period would have run through November 2.

(6-23-94)

C. Failure to timely perfect a protest will be treated the same asif no protest had been filed, as provided

for in Section 63-3045(5), Idaho Code. (6-23-94)
02. Procedures Before the State Tax Commission. (7-1-93)

a Upon filing a perfected protest with the Tax Commission, the taxpayer may request a hearing, the

opportunity to submit additional documents, or that the Tax Commission issueits find decison. A request for afina decison
must be in a letter addressed to the individua from whom the acknowledgement of the protest was received or to such
individual subsequently assigned to resolve the protest. The request must be the sole subject of the letter and must clearly
identify the taxpayer and the deficiency determination that the request relaes to. If the taxpayer makes a simultaneous
request for both afinal decison and a hearing, the Tax Commission shall treat this request as if it is solely a request for a
hearing and the one hundred eighty (180) day period shall not commence until the conclusion of the hearing. (6-23-94)

b. Hearings. A Commissioner or other person designated by the Tax Commission shall conduct a hearing
in the form of an informal conference. If the taxpayer chooses to be represented by another person, avalid power of attorney
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form must be provided to the Tax Commission. The taxpayer hasthe right to be accompanied by another person, however, the
Tax Commission may limit the number of people accompanying the taxpayer. If any protestant fails to comply with a
summons or subpoena or fails to appear for the informal conference, the Tax Commisson may issue a decison without
further hearing. (6-23-94)

C. Submission of Additiona Documentsin Lieu of Hearing. If the taxpayer does not wish to appear in person,
he may submit such additional statements, documents, or other materials he desires to have the Tax Commission
consider before deciding the protest, and no personal appearance by the taxpayer before the Tax Commission will be
required. If the one hundred eighty (180) day period for issuing a find decision has commenced, the Tax Commission may
require that a taxpayer execute a waver of the one hundred eighty (180) day time period before the Tax Commission will
congder additional information or documentation. (6-23-99)

03. Amended Return After Audit. No amended return will be accepted for atax year upon which the appeal of
an audit determination is pending unless the taxpayer can demonstrate that the changes on the amended return are unrelated
to issues examined in the audit or that the changes are the result of federa audit adjustments. (7-1-93)

110. MATHEMATICAL ERROR-ASSESSMENT OF TAX (Rule 110).

01. Assessment of Taxes-Returns. Taxes are deemed assessed the date a tax return showing taxes owing is
filed, evenif thereturnisrevised for mathematical errors. If no tax iscomputed upon an otherwise properly filed return, any tax
calculated by the State Tax Commission to be owed shall be deemed to be assessed the date payment wasdue. (7-1-93)

02. Assessment of Taxes-Notices of Deficiency and Decison. Tax is deemed assessed when ataxpayer fails to
timely protest a notice of tax deficiency or to properly file suit foraredetermination in district court or to properly goped a
decigon of the Sate Tax Commission. (7-1-93)
111. ADDITIONSTO THE TAX IN CASE OF DEFICIENCY (Rule 111).

01. Negligence. A negligence pendlty.of five percent (5%) may be added to a deficiency if ataxpayer or his
agent has disregarded published rules and regulations of the U.S. Department of Treasury or the |daho State Tax Commisson.

(7-1-93)

a Taxpayer continuesto make substantial errorsinreporting income, sales or assets, and claiming erroneous
deductions or exemptions even though these mistakes have been called to his attention in previous audit reports. (7-1-93)
b. Taxpayer fals to maintain proper records and files returns containing unsubstantiated claims or
substantia errors. (7-1-93)
C. Taxpayer makes careless and exaggerated claims of deductions or exemptions unsubstantiated by f?;:ti o)

d. Taxpayer failsto offer any explanation for the understatement of taxes. (7-1-93)

e Unreported taxableincomeisamaterial amount as compared to the reported income. (7-1-93)

f. Taxpayer has exhibited a cardess disregard of histax obligations. (7-1-93)

o} Failureto keep current file of resde and exemption certificates. (7-1-93)

h. Unintentional failureto pay the tax with thereturn. (7-1-93)

i Unintentional failure to make the required estimated payment when requesting an extension of timefor filing
areturn. See ISTC Rule 100. (7-1-93)

j- Taxpayer failsto provide the Tex Commission with a copy of afina determination of an Internd Revenue
Savice audit or an amended return which would, when corresponding I deho adjusments are mede, resuilt in atax deficiency, within
sixty (60) daysof thedate of natice of find determination by the Internal Revenue Service. The negligence penalty will not apply
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if the taxpayer can show reasonable cause for not providing the Tax Commisson with acopy of the Internd Revenue Service

audit report in atimdy manner. (7-1-93)
k. Taxpayer falsto respond to requestsfor production of recordsto subgtantiate items shown on the return
(7-1-93)
02. Negligence Pendty for Sdes and Use Tax Deficiencies Examples. For sdes tax purposes pertinent
computations relating to substantia errors Subsection 111.0l.b., above or material amount Subsection 111.0l.d., abovemight be
thefalowing: (7193
a Theratio (%) of untaxed sales, that should have been taxed, to totdl taxable sles (7-1-93)
b. Theratio (%) of untaxed saes, that should have been taxed, to totd sdes. (7-1-93)
C. Theratio (%) of untaxed purchases, subject to usetax, to total taxable purchases and to total purchases.
(7-1-93)
d. Any other computations bearing on negligence. (7-1-93)
03. Waiver of Negligence Pendlty. Circumstances precluding waiver of penalty assessed for negligence or disregerd
of rules (7-1-93)
a The following circumstances will not condtitute sufficient cause for waiver or cancdlation of pendty

asx=sad for negligence, or disregard of rules and rules except es mitigated under the provisons of Subsection 111..03.c.: mererequests
for extendons of time to do acts required of the taxpayer by the tax laws of this sate without a grant of such extension or other facts
equivaent to such agrant; an unsaitled digpute between the Commission and the taxpayer concerning any tax lisbility. Inability to pay
tax will never excuselatefiling dueto negligence. (7H-93)

b. Theforegoing doesnot enumerate dl those drcumdanceswhich are sufficient causefor thewaiver or cancellation
of pendty. Pendty for negligence or disregard of rules will not be waived whenever it gppears that reasonable cause for
noncompliance does not exist. (7-1-93)

C. In making a determination as to whether a negligence pendty be waived, consideration will be given to dl
the factorsinvolved, one of which isthe taxpayer's record for filing and paying state taxes; provided, however, that on tax returns
which arefiled annualy, agood record for filing and paying will not by itsdf congtitute sufficient resson for waiver of pendty.

(7-1-93)

04. Fraud Pendty. In determining additions based on tax fraud, the Tax Commission shal review dl facts and
circumstances surrounding preparation of a taxpayer's return, public and private statements regarding income or sdes of the
taxpayer, businessand financid practices of thetaxpayer, taxpayer's knowledge of principles of finance, accounting, law, or taxation,
and objective and subjective evidence showing or tending to show intent to evade payment of taxes. Assessment of the fraud pendty
predudes assessment of negligence pendties (7-1-93)

05. Pendty for Falureto Fle, Failureto Pay, or Ddinquent Filing. (7-1-93)
a A pendty of five percant (5%) per month not to exceed twenty-five percent (25%) of the deficiency amount
including subsequent audit adjustments may beimposed againg ataxpayer who filesaddinquent return, whofilestimely but pays
delinquently, or who failsto file any return. (7-1-93)

b. For purposes of thisrule, the return required by thisact isone: Which istimely filed, and which is accompanied
by payment of the amount shown due on such return. (7-1-93)

C. This penalty may be added to a deficiency which indudes any other addition to tax alowed under Section 63-
3046, 1daho Code. (7-1-93)

d. Insufficient Postage. The proper amount of prepaid postage is required on dl retumns mailed to the State Tax
Commission. If atax return is returned to sender because of insufficient postage it may result in the return becoming deinquent and
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ubject to the ddingquency pendty specified by Section 63-3046(c), |daho Code. (7-1-93)
e Month Defined. If the due date fdls on the last day of a cdendar month, each succeeding cdendar month, or

fraction thereof, during which the failure to file continues shal congtitute a month for purpases of this section. If theduedateisa
date other than the last day of the calendar month, the period which terminateswith the same date of the next month shall condtitute
amonth for purposes of this section. If there is no corresponding date in the succesding month, the last day of the month shall be
subdgtituted. Any fraction of amonth from the date ending the preceding monthly period to the date of payment shall constitute afull

month. (7-1-93)
05. Subgtantial Underpayment. The Tax Commission shal follow federa rules promulgated under Section 6661,
Internd Revenue Code, & s5q., to the extent such rules are consstent with |daho law and rules (7-1-93
a For sdes or usetax purposes, taxeble year shdl be the period for which an annua reconciliation of sales or use
tax returnsis alowed or required. (7-1-93)
b. The lack of Internd Revenue Service rulings or guiddines with respect to issues not present in federd
income taxation shall not preclude a ten percent (10%) penalty from being imposed within the terms of Section 63-3046(d),
Idaho Code. (7-1-93)

06. Pendty Presumed Approprigte. If an 1daho taxpayer becomes licble to pay a pendty to the Internadl Revenue
Sarvice for any pendties which are smilar in nature to those specified by Section 63-3046, I1daho Code, such pendties will be

presumed to be gppropriate state pendtiesto be assarted aspart of any rdated sateincometax defidency. (7-1-93)
07. Creditsto be Considered. The pendtiesreferred toin this rule shal goply on the net anount of thetax due after
taking into account al credits applicable againg the tax. (7-1-93)

8. Minimum Pendlty. The ten dallar ($10) minimum pendlty referred to herein appliesto any pendtiesimposed by
the terms of Section 63-3046(a), (), (c), (d), (€), and (), Idaho Code. For instance, if ataxpayer has faled to file only one (1)
withholding tax statement and would have incurred a pendlty of two dollars (52), pursuant to the provisions of Section 63-3046(e),
Idaho Code, apendlty of a least ten dollars ($10) will e assessed. (7-1-93)

0o. Dishonored Checks The charge prescribed by Section 63-3046(f), Idaho Code, shdll beten dollars ($10) for eech
insuffident funds check, checking account dased chedk, or any other dishonored check or instrument. This pendty may be added even
though fundsare avalablein that account after the date of dishonor. (7-1-93)

10. Record of Compromise. Any authorized agent of the Commission in making adetermination to waive pendty
pursuant to this rule shal put in writing on aform prescribed by the Commission the reason for such determingtion, and thiswritten
record shdl bekept onfile (7-1-93)
12 ADJUSTED OR COMPROMISED CASES-CLOSING AGREEMENTS(Rule012).

0L Grounds for Compromise. The Sate Tax Commission may compromise any.-case reaing to the tax lighility,
pendlties, or interest of any person at any time. Any such lighility will be compromised only upon oneor dl of thefollowing three (3)

grounds (7-1-93)
a Douht asto liahility. (7-1-3)
b. Douht asto collectibility. (7-1:93)
C Extreme hardship of the taxpayer. (7-1-93)

02. Valid Judgment. No tax will be compromised if the liability has been established by avalid judgment or is
certain, and thereis no doubt asto the ability of thetaxpayer to pay or the Sateto collect the amounts owing. (7-1:93

03. Agreement Find. A compromise agreement relatesto the matters agreed upon for thetax yearsin question. The
agreement is find and conclusive and neither the State Tax Commission nor the taxpayer shal be permitted to open the case
again except in the case of changes to the federa return or a showing of fraud or mafeasance or misrepresentation of a

Page 97
1996 Archive



IDAHO ADMINISTRATIVE CODE IDAPA 35.01.01
Idaho Tax Commission Income Tax Administrative Rules

materia fact. Reca culation of carryback or carryforward items shdl not be congtrued as opening the case. Any such recaculation
will not affect the tax liability of aclosed period or closed matter (7-1-3)

04. Form of Compromise. Offers of compromise shall be submitted in writing and shall be accompanied
by aremittancein theamount of the offer being made. Theremittance shal bein theform of cash, apodta or bank money order or
cashier's check drawn on a bank. An offer may not be consdered accepted by the taxpayer until he is so natified in writing.
Acoeptance may be made only by amember of the State Tax Commission or agpecifically authorized delegate (7-1-93)

05. Withdrawa of Offer. An offer in compromise may bewithdrawn a any time prior to its acceptance by the State
Tax Commission. In the event the offer is rejected, the taxpayer shal be promptly notified by the Commisson. (7-1-93)

3. JUDICIAL REVIEW (Rule 113).

0L Manner of Appedl. To obtain review of adecison of the Tax Commission, acomplaint mugt be filed with the
district court or anatice of apped filed with the Board of Tax Appedswithin ninety-one (91) daysfrom the receipt, by the taxpayer or
the taxpayer's representative, of notice of the decision by the Tax Commission. A request for rehearing or an offer to compromise
will not stay thetime withinwhich acomplaint or goped must befiled. (62399

02. Board of Tax Appeals. Angpped to the Board of Tax Apped sisperfected by filing anatice of apped withthe
derk of that Board in the manner prescribed by therulesof the Board (7-1-93)

03. Digtrict Court.Judicia review is sought by filing a complaint in adistrict court of the state of 1daho. The
complaint may befiledin the didtrict court of the county inwhich thetaxpayer resides, the county where the taxpayer'sprincipd place
of businessislocated, or in Ada County. Service of the summons and complaint must be madein accordance with Rule 4(d)(5), Idaho
Rules of Civil Procedure which reguires ddivery of two (2) copies of the summons and complaint to the Attorney Generd or any
Assdant Attorney Generd. Ddlivary of the summons and complaint to a Tax Commissioner or any officer, agent or enployee of the
Tax Commissonisnat vaid sarvice (62399

04. Filing a Complaint. Fling of a complaint with the didrict court or a notice of gpped with the Board of Tax
Appeds will not prevent the issuance of atax warrant or filing of alien until notice of the filing of a complaint or goped has been
recaived by the Tax Commisson. No complaint may befiled in digtrict court nor any apped filed with the Board of Tax Appeds
unless the taxpayer first depodts with the Tex Commission cash in an amount equd to at least twenty percent (20%) of the total
deficiency assessed by the Tax Commission, including pendlties and interest. Inlieu of cash, the taxpayer may depost.  (6-23-94)

a A bond executed by a surety company licensed and authorized to do businessin the sate of 1daho, conditioned
upon the payment of any tax, pendty, and interest that may be found due by the court. (6-23-99)

b. Bearer bonds or other smilar obligations of the United States having a market value not less than twenty
percent (20%) of thetotd deficiency. (6-23-94)

C Autometically renewable time certificates of deposit, not exceeding the federally insured amount, issued by a
bank doing business in this state and insured by the Federal Deposit Insurance Corporetion, made in the name of the depositor,
payable to the Tax Commission, and containing the provision that interest earned shdl be payable to the depositor.  (6-23-94)

d. Investment certificates or share accounts, not exceeding the federaly insured amount, issued by a savings and
loan associaion doing businessin this state and insured by the Federal Savings and Loan Insurance Corporation. Evidence of
the insured account, either certificate or passbook, must be delivered to the Tax Commission, along with a properly
executed assignment form whereby the fund on deposit is assigned and made payable to the Tax Commisson (6-23-94)

e Irrevocable letters of credit, not exceeding the federally insured amount, issued by a bank doing business
in Idaho, and insured by the Federal Deposit Insurance Corporation, made to the benefit of the Tax Commission. The
terms of theletter of credit must permit the Tax Commission to make demand directly against the issuer of the letter of credit for
not less than twenty percent (20%6) of any taxes, pendties, and interest due and unpaid, upon which the taxpayer'srights to gppedl

have expired, and for which the letter of credit was submitted to secure. (6-23-99)

f. Cash in the form of a cashier's check, money order, or other certified funds which are payable to the Tax

Commission. (6-23-94)
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o No other type of security will be accepted by the Tax Commission to secure a taxpayer'sright of appeal,
unless the Tax Commission has previously agreed in writing to accept such security in lieu of a cash payment. (6-23-94)

14. ACTION TO COLLECT UNPAID TAX OR DEFICIENCY (Rule 114).

Sections 63-3050, 63-3063, and 63-3064, Idaho Code, are to be read together. A debtor-creditor relationship exists between
the taxpayer and the dtate of Idaho in regard to taxes imposed by the Idaho Income Tax Act, except only in the instance of
withholding taxes, where a trugt relationship isimposed. See Section 63-3035(c), Idaho Code. Each of these three (3) sections
authorizes the State Tex Commission to pursue any action at law for the payment of taxes owing. This authority, so granted,
isinaddition to the specific collection authority granted by Sections 63-3051 through 63-3061, |daho Code. (7-1-93)

115. PROPERTY SUBJECT TO LIEN (Rule 115).

01. Satutory Lien. Deficiencies in taxes, see Section 63-3044, 1daho Code, interest and penalties are assessed
and a statutory lien is created immediately upon the giving of a demand for payment. The lien extends to al red and persona
property or rights therein owned by the taxpayer or acquired before the lien expires. The lien shall not be valid against any
mortgagee or other lienholder, pledgee, secured party, purchaser, or judgment lienor until notice has been filed in the office
of the recorder of the county in this state where the property subject to lien is situated. (7-1-93)

02. Notice of Lien. A notice of lien shal contain the name of the taxpayer, his last known address, the tax
period covered, the amount of taxes; pendties, interest and additional amount, including cost of filing the lien for record, an
identification number, and astatement that the Commission has complied with al provisionsof the Act in determining theamount
due (7-1-93)

03. Length of Lien. A notice of lien remainsin effect for five (5) years from the date thelien noticeisfirst filed
in the county recorder's office where the taxpayer may have property. The lien can be extended by filing another notice of tax
lien with the proper county within that period. The lien, asextended; shall be valid and exist againgt only the red property of
the taxpayer. (7-1-93)

116. REL EASE OR SUBORDINATION OF TAX LIEN (Rule 116).

01. Request for Release of Lien. A request for arelease of al or any portion of the property subject to a stete tax
lien, filed for record under the authority of Section 63-3055, Idaho Code, must be in writing and addressed to the Tax
Commission. Therequest shal identify the lien number and date: It must state the taxpayer's reasons and provide supporting
documentation. A partial release of lien will be issued only if the Tax Commission determines that one or more statutory
reasonsexis. (6-23-94)

02. Lien Error. If alien error is found, the lien must be released as soon as possible. The statement "This
releaseis based on afinding that the lien herein released was filed in error” must be shown onthereleasefiled. For example, if a
taxpayer files areturn timely with payment in full attached and the payment is separated from the return and subsequently
credited to adifferent account unrelated to the taxpayer, an error has been made. Thislienmust be released as soon as possble

(6-23-99)

17. LEVY OR DISTRAINT WARRANT (Rule 117).

Levy and digraint is the summary method of collecting taxes where the assessment and lien remain unsatisfied. The Idaho Income
Tax Act provides that where the taxpayer neglects or refuses to pay taxes or deficiencies, the tax may be callected by levy upondl
property or property rights belonging to the taxpayer. A levy or notice thereof may be served on any person in possession of or
obligated with respect to property rights of the taxpayer. Any property identified asbdonging to the taxpayer may be levied upon.
The authority to execute a levy or warrant is granted and vested in any member of the Sate Tax Commisson, any deputy
commissoner, any sheriff, congable or any deputy of the State Tax Commission. Any person in possession of property or property
rights and upon which alevy has been made must surrender the property to the process server upon demand. The consegquence
for failure to so surrender the property shall subject the holder thereof to persond liability to the Sate Tax Commissionin the amount
of or value of the property so held and retained, unless thet person may avail himsaf of one of only two (2) reasonsfor refusd; they
being that he is nat in possession of the property subject to levy, or that the property is the subject of a prior judicid atachment or
execution. (7-1-93)
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8. PROCEEDINGSON LEVY OR DISTRAINT (Rule 118).

The proceedings on didraint or levy are with the same force and effect as upon writ of execution issued by a court upon find
judgment, except thet the right to dlaim exemption from execution islimited by Section 63-3058, |daho Code Thesdeor liquidation
or property so saized shall proceed in the manner provided by the generd statutes of the State of Idaho relating to execution on
judgment. See Title 11, Idaho Code. All cogts of execution and sdle shall bethe responsihility of the taxpayer and shall be collected asa
pat and parcd-of the obligation owing the state. Any moneys obtained on sale of taxpayer's property shal first be applied on the
obligation in the following order: firg to costs incurred, next to pendty, next to interest, and next to principd or tax owing. Any
moneys received in excess of the totd obligation shall be paid to the taxpayer unless prior to thet time others of his creditors shall
execute upon the gate, see Section 11 -202, 1daho Code (71193

119. JEOPARDY ASSESSMENTS (Rule 119).

0l Termination of Tax Period. The Tax Commission isauthorized to terminate thetax period of any taxpayer a any
time when payment of a tax isinjeopardy. The effect of this termination is to make the tax for that period immediately due and
payable (6-2399)

No particular form of notice of the jeopardy assessment is required, and either notice or demand may be
served on the authorized agent of the taxpayer as well as upon the taxpayer personally or mailed to the taxpayer's last known
address. Inthe eventashort tax period is declared, the taxpayer shal not be required to prorate deductions and persona exemptions.
(7-1-93)

b. Notwithstanding any action by the Tax Commisson under this section, a taxpayer will be required to file a tax
return & the end of hisregular accounting period, and to report al of hisincome, deductions, and credits. Any tax collected asaresult
of termination under this section shall be applied againgt the tax due a the end of the current taxable year. (6-23-94)

02. Appedls Procedure. A petition for redetermination may be filed with the Tax Commission within sixty-three

(63) days after natice of the jeopardy assessment. The petitionmust beinwriting and the taxpayer must either pay the assessment in

full or file with the Tax Commission a bond in the manner-prescribed by Idaho Income Tax Administrative Rule 113, conditioned

upon the payment of any tax, pendty, and interest that may befound due by the court. The rules and procedures of 1daho Income Tax

Adminigrative Rule 109 shall govern the digposition thereof. Appelate procedures provided by Section 63-3049, Idaho Code, and
Idaho Income Tax Adminidrative Rule 113 from adecision adverse to the taxpayer shdl be availableto and govern the taxpayer.

(6-23-99)

03. Property Under Didraint. Property under distraint which has not been sold or otherwise disposed of, may be
returned to the taxpayer upon payment of the assessment in full, plusthe cogsof digtraint, or filingwith the Tax Commission abond
in the amount of the assessment, executed by a surety licensed and authorized to do businessin the state and conditioned upon
payment of the full amount of the assessment plusinterest and cogts within thetime prescribed by Section 63-3065(h), 1daho Code, or
any extengon thereof ordered by the Tax Commission. (6-2399)

04. Written Petition. Indigent taxpayer may file a written petition with the Tax Commission for return of
property under distraint of ajeopardy assessment. The petition must befiled a atime prior to any publication or posting by the
Tax Commission or a sheriff of notice of sale or other disposition of the property within fifteen (15) days from the date of
saizure, whichever time shal be the greater. The Tax Commission's order granting or denying the petition shall be governed by
facts disclosed or found which would lead to the expectation thet voluntary payment of the assessment by the taxpayer will be
made within reasonabletime. Therules of procedure of 1daho Income Tax Administrative Rule 109 shal govern dl proceedings
for the digposition of petitionsfiled by indigent personsfor the return of their property. (6-23-99)

120. CONTRIBUTIONSTO TRUST ACCOUNT S(Rule 120).
An election to contribute to any of the trust accounts may not be subsequently withdrawn or reduced once the return or amended
return upon which it was mede isfiled. (7-1-93)

121, PERIOD OF LIMITATION UPON ASSESSMENT AND COLLECTION OF TAX (Rule121).

0L Request for Prompt Action by the Tax Commisson. The effect of Section 63-3068 (€), Idaho Code, is to
require, upon proper request from the authorized representative of the decedent, the Tax Commission to either issue anotice of
deficiency, if applicable, assess the tax, or begin court proceeding for collection of the tax within six (6) months from the date
the request is filed. The persond representative, executor, administrator, or other fiduciary representing the estate of the
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decedent, after the return in question has been filed, may file awritten request for prompt action. The request must befiled
separately from any other document. The request must st forth the period for which the prompt action is required, and must
clearly indicate that it is a request for prompt action under the provisions of this section. The request will not gpply to any
return filed after the date of the request. This subsection is applicable only to returnsreflecting income earned during the lifetime
of adecedent, as defined for federal income tax purposes. (6-23-99)

02. Federa Determination. The additional one (1) year period of limitation, as provided in Section 63- 3068(f)
and (j), Idaho Code, does not begin to run if the final federal determination is delivered to the Tax Commission by
someone other than the taxpayer or his representative. The Internal Revenue Service and taxing agencies of other
governmenta unitsare not representatives of taxpayers. (6-23-94)

03. Protest of Audit Findings. In the event of a protest of audit findings, the expiration of the period of
limitations as provided for in Section 63-3068, Idaho Code, is suspended, and redetermination of the refund or tax due shall
not be limited to the specific issue or issues protested for such taxable year, unlesslimited by Section 63- 3068(f), |daho Code.

(6-2399)
122, NOTICE OF ADJUSTMENT OF FEDERAL TAX LIABILITY (Rule122).

01. Final Determination. The term "fina determination” as used in Section 63-3069, Idaho Code, means

"find federd determination” as defined in Section 63-3068(f), 1daho Code. (6-23-94)
02. Written Notice: (6-23-94)
a The taxpayer is required to submit al Revenue Agent's Reports, or copies thereof, and such other

documents and schedules, as may be required by the Tax Commission, to clarify the adjusments to taxable income
immediately upon the final Internal Revenue Service determination. If the final federa determination results in arefund of
state taxes, the written notice must be accompanied by an amended Idaho income tax return, in order to congtitute a vaid
claim for refund pursuant to Idaho Income Tax Administrative Rule 123.02. (6-23-94)

b. Noatices provided upon or included with an income tax return for ayear or years other than the year subject to
the federa adjustment shall not congtitute the required natification. (6-23-94)

03. Immediate Natification. Negligence pendties‘may be imposed upon additiond tax due if written
notification has not been provided within sixty (60) days of the date of the final Interna Revenue Service
determinetion. Refer to Section 63-3046(a), |daho Code, and 1daho Income Tax Adminidtrative Rule 111. (6-23-94)

123. CREDITSAND REFUNDS (Rule 123).

01 Overpayment. Theterm overpayment includes: (7-1-93)
a Any voluntary and unrequested payment in excess of an actud tax lighility; but in noevent will it include any
part of that whichispaid pursuant to any find determineation of tax incdluding acompromiseand dosing agreemert, decision of the Tax
Commission, decision of the Board of Tax Appeds, or find court judgment. (62399
b. Any excessive anount which iswithhdd by an employer pursuant to Sections 63-3035 and 63- 3036, Idaho
Code. (7-1-93)
C. All amounts erroneoudy or illegaly assessed or collected. (7-1-93)
02. Claim Required for Refund. (7-1-93)
a No refund will be made except upon thefiling of adam by the taxpayer. The damfor a.credit or refund must
<t forth each legd or factud basisin sufficient detail to inform the Tax Commission of the badis of the dlaim. The claim must be
verified by awritten declaration thet it is made under the pendties of perjury. (6-23-99)
b. A properly executed amended tax return shal condtitute a daim for refund within the meaning of this section.

The taxpayer should dearly st forth the amount daimed and an explanation of why and how the origind return is being amended.
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The Tax Commission is not authorized to make arefund of taxes withheld from wages unless areturn is filed within three (3)
years dfter the due date. See Section 63-3035(€), 1daho Code. The Tax Commission is not authorized to refund any remittance
received with an extenson of timeto file or with atentative return, which includes quarterly estimated payments, unlessacdam for

such refund ismade within three (3) years of the due date of the return without regard to extensons. (6-23-94)
C. Individuals may daim refunds by filing Form 40X, Amended Idaho Individua Income Tax Return. Corporations,
partnerships and fiduciariesmay claim refunds by filing Form 41X ,Amended BusinessIncome Tax Return. (6-23-99)
03. Timely Fling of Claim. (7-1-93)
a Credits or refunds of overpayments may not be alowed or mede &fter the expiration of the Satutory period of
limitations unless, before the expiration of such period, adam hasbeenfiled by the taxpayer. (6-23-99)
b. When an adjustment to the federal return affects the calculation or gpplication of an 1daho net operatingloss
in ayear otherwise dosed by the satute of limitations, the taxpayer has one (1) year from the date of the find determination of the
federd tax lighility to fileaclaim for refund. (6-23-94)

o4 Amended Returns for Issues Previoudy Audited. A credit or refund dlaimed on an amended return filed for a
tax year upon which an audit report has been issued will not be allowed unless the taxpayer can demondrate that the
changes on the amended return are unrelated to the issues examined in the audit or that the changes are theresult of afind federd
determination. (6-23-99)

05. Reduction and Denid of Refund Claims. When the Tax Commission determinesthat arefund daim iserroneous,
the Tax Commission shdl deny thedam in whole or part. Unlessthe denid is the result of amath error by the claimant, the Tax
Commission shall give notice of the denial by means of a Natice of Deficiency Determingtion in the manner required by
Section 63-3045, Idaho Code, and Idaho Income Tax Adminidrative Rule 109. The protest and gpped processes that gpply to a
Noatice of Deficiency Determination shal apply to the denia or reduction of a refund. See Section 63-3045A, |daho Code, rdaing to
mathemdticd errors (6-23-99)

06. Amended Federa Return. An amended federd return filed with the Internd Revenue Service and acoepted by
themwill betregted asafind federd determination for purposes of the period of limitationsfor claming arefund or credit provided in
Section 63-3072(d), |daho Code. The merefiling of such aclaim with the Internal Revenue Service, however, doesnot extend such
period of limitations. (6-2399)

07. Fina Federal Determination and Change of Filing Method. If the Idaho statute of limitations is only open
due to afind federd determination, a taxpayer can not make adjusments to'his Idaho return to include a previoudy omitted
corporation or to exclude any corporation previoudy included inthe combined report. (6-23-99)

124. INTEREST ON REFUNDS (Rule 124).
oL Generd Rule, section 63-3035(€), Idaho Code, requires the Commission to refund to the texpayer any amount

withhdd by hisemployer whichisin excess of theamount of tax due and to make such refund not later than sixty (60) days after the
filing or due date of theindividud'sreturn, whichever islater. Section 63-3073, |daho Code, requiresthe Commisson to pay interest

onrefundsof al taxesreceived in excess of liability or illegaly or erroneoudy assessed or collected. (7-1-93)
02. Interest. Interest is not payable in the event that atax is paid on avoluntary or unrequested basis. Therefore, a
digtinction will be made between an error in overdatement of income tax liability and a voluntary or unrequested payment. The
|atter isdefinitely not entitled to interest. (7-1-93)
03. Computation. If otherwise dlowable, interest on refunds will be computed asfollows: (7-1-93)
a Refund of Income Tax Withheld. No interest will be paid unless refund ismade later then sixty (60) days after the
duedateof thereturn or datefiled, whichever islater. Ordinarily, thiswill mean thet if refunds are paid on or before June 15 of agiven
year, interest will not be paid. Refunds made on or after June 15 will indudeinterest from April 15 forward. (7-1-93)
b. Tentative Returns. No interest will be paid on a completed return when a tentetive return was originally
filed. (7-1-93)
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C. Taxes Erroneoudy or Illegdly Collected. Interest will be computed from the date the taxes were collected or
the due date for filing, whichever islaer. (7-1-93)

d. Error Discovered Upon Audit or the Filing of an Amended Return. Interest will be computed from the date the
payment was received or the due date for filing whichever waslater. (7-1-93)

e Refund of Income Tax Caused by Loss Carrybeck. Interest will be computed from the last day of the taxable
year in which the net operating loss or capitd loss arises. When a credit adjustment attributable to aloss carryback results in a
refund, the interest will be computed from the last day of the taxable year inwhich theloss arises. (7-1-93)

f. Undue Dday by Taxpayer. If ataxpayer does not respond promptly to requests for information or in any other
way ddays the processing of his return, such delays attributable to the taxpayer will be deducted from the total processing time to
determinewhether or not interest will be paid and, if o, fromwhat date. It will be cong dered asundue ddlay if, unlessressonable cause
isestablished for the ddlay, a period exceading sixty (60) daysexpiresfrom the time information is requested. (7-1-93)

125. DISCLOSURE-SCOPE (Rule 125).

01. In Genera. Thisrule provides guidelinesfor disclosure of information gained by the Tax Commissionin
the adminigration and enforcement of taxlawswhen such information is made confidentia or secret under provisons of Sections 63-
3076 and 63-3077, |deho Code. (7-1-9)

02. Casss|nitiated by the State of 1daho. (7-1-93)

a If a prosecuting attorney, county sheriff, municipal police department, or other law enforcement
agency believes that a tax law has been violated, such person or entity may provide to the Tax Commission informationin
support of such belief. If, after consultation with itslegd counsd, the Tax Commission believes that acrimind violation of tax laws
has occurred, the Tax Commisson may provide any information withinits possession to the appropriate county prosecutor necessary
or ussful in securing criminal invedtigation,prosecution or both. In addition, the Tax Commisson may provide legd assgance in
conjunction with the Attorney Generd, or may provide experts from its gtaff, or assst in other matters, within its resource
capabilities. (6-23-94)

b. If the Tax Commission obtains information through sources other than law enforcement agencies
indicating criminad violation of tax laws, the Tax Commission; after consulting with its legd counsel, may provide any
information within its possession to such agency or any county prosecutor if the Tax Commisson bdlievesthat it is useful or
necessary ininvestigating or prosecuting tax crimes. (6-23-94)

03.  Third Paties (6-23-94)

a Gengrdly. The Tax Commission will not disclose information about ataxpayer to any person other than that
taxpayer or another authorized by the taxpayer. (7-1-93)

b. Power of Attorney. The Tax Commission may disclose informationto athird party who has delivered
to the Tax Commission a power of attorney-in-fact authorizing such third party to receive specified information about the
taxpayer. The power of attorney may be made with forms provided by the Tax Commission. Any such power of attorney
must contain: the taxpayer's name, address and socia security number or employer identification number; the name and
address of the attorney-in-fact; language indicating the taxpayer's consent to disclosure of information to the attorney-in-fact;
the tax period or periods for which disclosure may be made to the attorney-in-fact; the signature of the taxpayer, or if the
taxpayer is a corporation or other business organization or an entity other than an individud, the signature of an authorized
employee or officer of such taxpayer. (6-23-99)

C. In the Course of Audit or Investigation. Tax Commission employees and authorized agents may make
inquiries of any person or any employee of a person for the purposes of collecting or ascertaining any tax liability,
determining the correctness of any return, report or statement, or for any other purpose relating to the Tax Commission's
duties in the administration or enforcement of Idaho tax laws. Disclosures necessary to obtain information sought in
such inquiries or to effectively pursue collection of amounts owed are authorized for those limited purposes. (7-1-93)
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d. If a Commissioner, agent or employee is required to appear in court in an action where the
Commission, employee or agent is not a party or where taxation is not in issue, by subpoenaor otherwise, he may appear but
shdll refuseto testify, and may object to such appearance on the basis of thisrule and Section 63-3076, |daho Code.

(7-1-93)

04. Generd Public. (7-1-93)

a The Tax Commission may disclose to the public any information about a taxpayer which has become

public information by its introduction as evidence in any court or before the Board of Tax Appeals or has become public
through means of publication other than through the Tax Commission. (7-1-93)
b. The Tax Commisson, after notice to the taxpayer, may disclose information necessary to correct

mid eading statements or misrepresentations publicized by the taxpayer or his agents or employees regarding his liahility to
the gtate of 1daho, his conduct inrélation to the Tax Commission, or proceedings, auditsor investigations of the taxpayer by the
Tax Commission. (7-1-93)

C. Written decisions of the Tax Commission will be made available to the public as required by Section
63-3045B, Idaho Code. Before publication of adecision, the taxpayer will first have the opportunity to review the decision
and make awritten request that specific information be excised. If the Tax Commission does not receive a written request for
deletions from the taxpayer within ninety-one (91) days following the dete of the final decision, it will be presumed that the
taxpayer does not object to publication of any information contained in the decision. (6-23-94)

05. Legidative Bodies. The Tax Commission shall disclose information to the Idaho legidature upon the
written request of the chair of any duly congtituted committee of either branch of the ldaho legidature. (6-23-94)

06. Government Agencies or Officials. The Tax Commission shall divulge information necessary to comply
with provisions of Title 63 requiring reports or information to be provided to government agencies or officids.
(6-2399)

07. Exchange of Information. Information may be exchanged between the state of Idaho and the Internd
Revenue Service or other states, if reciproca provisions for information exchanges are granted the sate of Idaho. (7-1-93)

08. Application of Rule. Tax Commission staff, employees and agents shall make no disclosures other than
those authorized by the foregoing sections of thisrule. The Tax Commission, in itssole discretion, may make disclosures under
circumstances when such disdosureis not prohibited by law. (7-1-93)

126. INFORMATION FURNISHED TO CERTAIN OFFICIALS (Rule 126).

Upon a written request from the chairman of a duly constituted committee of either branch of the Idaho State
Legislature, specifically named income tax returns may be inspected by the committee of members thereof. Inspection
will be upon the condition that the chairman of the committee assume full responsibility for preventing the divulging of any
information obtained from the returns, and that he will not permit any such income tax returns to be examined by an
unauthorized person or persons. (7-1-93)

127. RESPONSIBILITY FOR PAYMENT OF CORPORATE TAXES AND PENALTIES (Rule 127).

01. Individuals Liable. Corporate officers and employees with a duty to cause a corporation to file areturn
or to pay atax, or any partnership member or employee with such duty immediately shall become liable for payment of the
tax, pendty and interest due from the corporation or partnership if he shdl fall to carry out his duty. The State Tax
Commission or any delegate may issue a jeopardy assessment or take any other action necessary to assess and collect the
amounts due. The action may include the filing of alien on the property of the person found liable, or seizure and sale of his
property or any other means of collection. The persons involved shall have the taxpayer remedies provided in Sections 63-
3045, 63-3049, 63-3065 and 63-3074, Idaho Code (7-1-93)

02. Pendty for Falure to Collect. Any individua required to collect, account for and pay over any tax who
wilfully fails to carry out or execute his duty will be required to pay, in addition to the tax, pendty and interest, an additional
amount equal to the total amount of tax involved. This pendty isin addition to all other penalties provided by thisAct.

(7-1-93)
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128. ADDITIONAL TAX REQUIRED WHEN FILING INCOME TAX RETURN (Rule 128).

Sections 63-3082 through 63-3087, |daho Code, comprise an act which imposes an excisetax of ten dollars ($10) on each person
who isrequired to fileanincometax, unlessthe entire income of thetax entity required to fileareturn is digtributed or otherwise
reportable on the income tax return of another taxpayer, or unless specifically exempt under Section 63-3086, 1daho Code. See
Section 63-3030, Idaho Code, for persons required to file an income tax return. Section 57-1110, Idaho Code, requires that
the proceeds of this tax be deposited to the credit of the Permanent Building Fund. (7-1-93)

129. ELECTION CAMPAIGN FUND (Rule 129).

01. In General. Theindividual income tax return will contain ablock where each taxpayer may designate
aportion of hisincome tax to be paid into the e ection campaign fund of a pecific party qualified with the Secretary of Sateas
of July 1<t of each cdendar year or may designate no specific party. (7-1-93)

02. Changing Election. An dection to designate a portion of the income tax to the election campaign fund
may not subsequently be changed or withdrawn oncethereturn isfiled. (7-1-93)

130. DESIGNATION OF SCHOOL DISTRICT (Rule 130).

The taxpayer's place of residence which affects the school district designation shall be the taxpayer's place of residence
on thelast day of thetax year. If the taxpayer filesapart-year, nonresident, return and did not residein |dsho thelast day of the
tax year, the place of resdence shdl bethe taxpayer'slast 1daho residence. (7-1-93)

131. DECLARATORY RULINGS (Rule 131).

01. Written Determination. Any person, group or other association may file awritten petition with the State Tax
Commission asking for an interpretation or determination by the Commission asto the gpplicability of any statutory provision or
of any rule or order issued by the State Tax Commission ta the party filing the petition. To obtain such a determination from
the Commission, the petitioner must be a person, group or association whose tax liability is directly affected by the
determination or can otherwise demonstrate a direct financial interest in the determination sought. Such petitions may be
submitted to the Commission in any written form but must contain an express statement that the writing is intended to be a

petition for adeclaratory ruling pursuant to the Administrative Procedures Act, Section 67-5255, 1daho Code. (7-1-93)
02. Receipt of Petition. Upon receipt of such a petition the State Tax Commission may: (7-1-93)
a Issue awritten determination on the issue, (7-1-93)
b. Require the petitioner to submit such additiond facts; evidence or information as the Commission in its
discretion deems as necessary to make adetermination of theissue, or (7-1-93)
C. Decline to make a determination. The Commission will decline to make a determination if the taxpayer

failsto submit sufficient facts, evidence or other informeation upon which aresolutionmay be based, if theissue upon which a
determination is sought is the subject of pending litigation or administrative appeal, if the petitioner is not a person
directly affected by aresolution of theissue presented, or if it appearsto the Commission that thereis other good or compelling
reason why a determination should not be made. (7-1-93)

03. Factua Circumstances. A declaratory ruling issued by the Commission pursuant to this rule applies only to
the factual circumstances as submitted to the Commission by the petitioner and applies only to the petitioner seeking the
determination. The determination may not be relied upon by any taxpayer or other person not named as a petitioner in the
original petition. In the event that thereis a significant change of facts relating the issue or in the event that not al rel evant
facts were presented to the Commission at the time of the petition or that facts were not accuratdly represented to the
Commissionintheorigind petition, the determination made upon the petition isvaid. If the regulatory or statutory provisions
affecting the determination are amended by the legislature or by this Commission, the written determination is voided as
of the date of the amendment to the Satute or rule. (7-1-93)

04. Withdrawa of Determination. If a any time after the issuance of such a written determination it appears
to the Commission that the determination is erroneous, the Commission may, by giving written notice to the petitioner at the
petitioner's last known address, withdraw the determination. However, any tax liabilities accruing between the date of the
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issuance of the determination and the withdrawa to the petitioner which have not been paid as a result of the petitioner's good
faith reliance upon the determination, will not be assessed by the Commission. (7-1-93)

05. Petition for Redetermination. In the event that a taxpayer disagrees with awritten determination made by
the State Tax Commission in response to a petition for such adetermination in accordance with thisrule, the person may filewith
the State Tax-Commission written petition for redetermination. Except in the case of sdes and use tax, the petition for
redetermination shall be heard by the Commission in the same manner as provided for the hearing of a protest and petition
for redetermination of taxes pursuant to |STC 109 of theserules. In the case of adetermination relating to salesor use taxes,
such a petition for redetermination shall be heard by the Commission in the same manner provided for hearing a protest and
petition for redetermination of taxes pursuant to ISTC 122 of the SalesTax Rules. (7-1-93)

06. Confidentidity. The determinations made by the State Tax Commission pursuant to this rule are
information subject to the confidentiaity requirements of Sections 63-3076 and 63-3077, Idaho Code. No factua, financia
or other information relating to any taxpayer submitted aspart of aproceeding under thisrule shall bepublic record or disclosed to
any person except as provided by Sections 63-3076 and 63-3077, Idaho Code, or as authorized by the taxpayer. (7-1-93)

132. INTEREST ON AMOUNTSOF TAX ACCRUING OR UNPAID. (Rule 132).

01. Calendar Year 1994. The annua rate of interest gpplicable to delinquent taxes accruing or unpaid during
al or any part of caendar year 1994 subject to assessment of interest under Section 63-3045, Idaho Code, is seven percent
(7%) smpleinterest. See Revenue Ruling 93-64. (1-1-95)

02. Cdendar Year 1995. The annud rate of interest gpplicable to ddlinquent taxes accruing or unpaid during al or
any part of caendar year 1995 subject to assessment of interest under Section 63-3045, 1daho Code, is nine percent (9%) smple
interest. See Revenue Ruling 94-61. (1-1-95)

03. Cdendar Year 1996. The annual rate of interest gpplicable to delinquent taxes accruing or unpaid during al or
any part of caendar year 1996 subject to assessment of interest under Section 63-3045, 1daho Code, is eght percent (8%) smple
interest. See Revenue Ruling 95-67. (1-1-99T

133. DEFINITIONS FOR PURPOSES OF "THE TAXPAYERS BILL OF RIGHTS" CHAPTER 40,
TITLE 63, I DAHO CODE (Rule 133).

0L Collection and Enforcement. For purposes of the taxpayer's bill of rights, the terms coll ection and enforcement
shdl bedefined to include only pogt-assessment proceses (62399

02. Publication of Lists. For purposes of thetaxpayer'sbill of rights, publication is defined as communicating
to the generd public. Publication does not indlude internal communication or communication with other governmental agendies es
provided for under Idaho law. (6-2399)

03. Witten Natification of Representation. A taxpayer's written notification thet he will.be represented by another
person must incdlude the information required for avaid power of attorney. If the natification is not vaid, the revenue officer shall
communicate with the taxpayer. The revenue officer should exercise reasonable care in determining whether a power of attorney
exigs (6-23-99)

134, ACQUISITION OF LOCATION INFORMATION (Rule 134).
A revenue officer may recontact apersonif it isreasonableto bdieve thet the person may have acquired new locationinformetion since
the prior contact. (6-2399)

135. COMMUNICATION IN CONNECTION WITH TAX COLLECTION (Rule135).

A revenue officer may contact ataxpayer before 8:00 am. or after 9:00 p.m. if it is reasonable to believe that these timeswould be
more conveniant for the taxpayer. (6-2399)
136. SPECIAL RULES: PUBLISHING. (Rule 136).

01 Specid Rules: Publishing. The apportionment of income derived from the publishing, sale, licenang or
other didtribution of books, newspapers, magazines, periodicds, trade journds or other printed materid shal be computed inthesame
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manner asprovided by Multigate Tax Commission Regulation [V.18.(j) except that: (1-1-95)

a ArtidelV. of theMultistate Tax Compact and the regul ationsissued thereunder shall meen Sections 63-3027 or 63-
3701, ArtideV., ldaho Code, and Idaho Income Tax Adminidrative Rules 032 through 078. (1-1-95)

b. Article IV. 14. of the Multistate Tax Compact and the regulations adopted thereunder shall mean Sections 63
3027(m)-and (n) and 63-3701, Artide1V.14., 1daho Code, and 1daho Income Tax Adminigrative Rules 056 through 059.
(1-1-95)

C. Regulation 1V.15. through 18. shal mean Idaho Income Tax Adminidrative Rules 060 through 064.
(1-1-95)

137. SPECIAL RULES: TELEVISION AND RADIO BROADCASTING. (Rule 137).

Ol Specid Rules Television and Radio Broadcasting. The gpportionment of income derived from televisonand
radio broadcasting shal be computed in the same manner as provided by Multistate Tax Commission Regulation 1V.18.(h) exoept that:

(1-1-%)

a ArtideV. of the Multistate Tax Compect and the regulaionsissued thereunder shall meen Sections 63-3027 or 63-

3701, ArtidlelV, Ideho Code, and | daho Income Tax Adminigrative Rules 032 through 078. (1-2-95)
b. Regulation IV. 1. shal mean Idaho Income Tax Administrative Rules 035 through 039. (1-1-95)

C. Regulation 1V.10. through 12. shall mean Idaho Income Tax Administrative Rules 049 through (015? &)

d. Regulation IV.13. and 14. shdl mean Idaho Income Tax Adminitrative Rules 056 through 059. (1-1-95)

e Regulation IV.15. and 16. shal mean Idaho Income Tax Adminisirative Rules 060 through 064. (1-1-95)

f. Tax Administrator shall mean Idaho Tax Commissioner. (1-1-95)

0. Regulation 1V.18.(c) shdl mean |daho Income Tax Administrative Rule 068. (1-1-95)

138. APPLICATION OF PARTIAL PAYMENT. (Rule 138).
If bad check charges, pendties, or interest accrue as aresult of any. deficiency in tax, partiad payments made by the taxpayer
shall first apply to the bad check charges, if any, next to pendty, then to interest, and theresfter to tax. (6-23%9)

139, -189. (RESERVED).

190. MEDICAL SAVINGSACCOUNTS (Rule 190).
Section 63-3022K, Ideho Code. (7-1-96)

01 Submitting Information Returns. Information returns reporting medica savings account informetion shall
be submitted to the Tax Commission by the depository on paper form, Form MSA-1, or on magnetic mediaif filing two hundred
fifty (250) returns or more. Depositories reporting on magnetic mediamust contact the Tax Commission for specificationsprior

to submitting the information. (7-1-96)
02. Due Date of Information Returns. Information returns shall be made on acdendar year basis. The due date
isthelast day of February, following the close of the cendar year. (7-1-96)

03. Withdrawal for the Purpose of Paying Eligible Medical Expenses. A withdrawal from amedica savings
account to reimburse the account holder for expenses paid prior to the withdrawa is not awithdrawal for the purpose of paying
eligible medical expenses to the extent the medical savings account baance at the time of the payment of the medical
expense was less than the subsequent withdrawal. For example, on March 1, 1996 a taxpayer's medical savings account
had a balance of three hundred dollars ($300). On that day, he paid a medical expense costing four hundred dollars ($400)
using fundsfrom hisregular checking account. On March 10, 1996 the taxpayer deposited two hundred dollars ($200) into his
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medical savings account. On March 11, 1996 he withdrew four hundred dollars ($400) from his medicad savings account to
reimburse himsdf for the medical expense payment. Because the balance in the medica savings account was one hundred
dollars ($100) less than the medical expense paid on that date, only three hundred dollars ($300) of the withdrawal is
considered to be a payment of eligible medical expenses. The taxpayer is entitled to a deduction of two hundred dollars
($200) for the contribution to the account. He must aso include one hundred dallars ($100) in |daho taxableincomein addition
to paying apenalty of ten dollars ($10). (7-1-96)

04. Sdary Reduction Agreements. Health benefits paid with pre-tax contributions, such asthose under asaary
reduction agreement, are considered paid by the employer and do not qualify as an expense paid by the employee. Health
benefits paid withafter-tax dollars are considered paid by the employee which qualify as an expense paid by theemployee

(7-1-96)

191. -- 999. (RESERVED).
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