IDAPA 35 - IDAHO STATE TAX COMMISSION
Tax Policy — Taxpayer Resources Unit
35.01.02 — Idaho Sales and Use Tax Administrative Rules

Who does this rule apply to?
The general public.

What is the purpose of this rule?
This rule provides information on:

» Sales Tax

» Use tax

* Contractors

+ Exemptions

* Requirements

* Collecting

* Reporting

* Record-keeping
* Deficiencies

What is the legal authority for the agency to promulgate this rule?

This rule implements the following statutes passed by the Idaho Legislature:

Revenue and Taxation -
Department of Revenue and Taxation:
* Section 63-105, Idaho Code — Powers and Duties - General

Income Tax:
* Section 63-3039, Idaho Code — Rules and Regulations — Publication of Statistics and Law

Sales Tax:
* Section 63-3624, Idaho Code - Administration

* Section 63-3635, Idaho Code — Collection and Enforcement

Who do I contact for more information on this rule?

State Tax Commission

P.O. Box 36

Boise, ID 83722-0410

Phone: (208) 334-7660 or (800) 972-7660
Fax: (208) 334-7846
taxrep@tax.idaho.gov
https://tax.idaho.gov/
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35.01.02 — IDAHO SALES AND USE TAX ADMINISTRATIVE RULES

000. LEGAL AUTHORITY (RULE 000).

In accordance with Sections 63-105, 63-3624, 63-3635, and 63-3039, Idaho Code, the State Tax Commission has
promulgated rules implementing the provisions of the Idaho Sales Tax Act. They are the State Tax Commission’s
official statement of policy relating to interpretations and applications of the Idaho Sales Tax Act. (7-1-98)

001. TITLE AND SCOPE (RULE 001).

01. Title. These rules are titled IDAPA 35.01.02, “Idaho Sales and Use Tax Administrative Rules.”
(3-30-07)

02. Scope. These rules are construed to reach the full jurisdictional extent of the state of Idaho’s
authority to impose an excise tax upon each sale at retail of the sales price of all property subject to taxation under
this act and on the storage, use, or other consumption in this state of tangible personal property. (3-30-07)

002. ADMINISTRATIVE APPEALS (RULE 002).
This chapter allows administrative relief as provided in Sections 63-3045, 63-3045B, 63-3049, 63-3620, 63-3620A,
63-3621, 63-3622, 63-3623B, 63-3626, 63-3631, 63-3633, and 63-3634, Idaho Code. (4-11-19)

003. INCORPORATION BY REFERENCE (RULE 003).
These rules incorporate IDAPA 35.02.01, “Tax Commission Administration and Enforcement Rules.” (3-30-07)

004. -- 010. (RESERVED)

011. MIXED TRANSACTIONS (RULE 011).
Sections 63-3609, 63-3612, 63-3613, Idaho Code.

01. Retail Sales of Tangible Personal Property Together with Services. The sales tax applies to
retail sales of tangible personal property. It does not apply to the sale of services except as stated in statute or rule.
However, when a sale of tangible personal property includes incidental services, the tax applies to the total amount
charged, including fees for any incidental services except separately stated transportation and installation fees. The
fact that the charge for the tangible personal property results mainly from the labor or creativity of its maker does not
turn a sale of tangible personal property into a sale of services. The cost of any product includes labor and
manufacturing skill. To determine whether a transaction is a retail sale of tangible personal property or a sale of
services, the following tests are applied. (3-20-20)

a. To determine whether a transfer of tangible personal property is a taxable retail sale or is merely
incidental to a service transaction, the proper test is to determine whether the transaction involves a consequential or
inconsequential professional or personal service. If the service rendered is inconsequential, then the entire transaction
is taxable. If a consequential service is rendered, then it will be determined whether the transfer of the tangible
personal property is an inconsequential part of the transaction. If so, then none of the consideration paid is taxable.

(7-1-93)

b. To determine whether a mixed transaction qualifies as a sale of services, the object of the
transaction will be determined; that is, is the buyer seeking the service itself, or the property produced by the service.
(7-1-93)

c. When a mixed transaction involves the transfer of tangible personal property and the performance

of a service, both of which are consequential elements whose costs may be separately stated, then two (2) separate
transactions exist. The one attributable to the sale of tangible personal property is taxable while the other is not.
(3-20-20)

02. Determining the Type of Sale. To determine whether a specific sale is a sale of tangible personal
property, a sale of services or a mixed transaction, all the facts surrounding the case will be studied and the tests
described above applied. Here are some examples. (7-1-93)

a. Example 1: An attorney is retained by a client to prepare the client’s will. The attorney prepares the
will, sees that it is properly executed and bills the client. The physical document, the will, is then transferred from the
attorney to the client. This is a sale of services because the client’s object is not to obtain the will itself, but to ensure
that their estate is disposed of in a certain way when they die. Since, the transaction between the attorney and the
client is not a retail sale of tangible personal property, no sales or use tax applies. However, the attorney pays sales or
use tax when the attorney buys stationery and other equipment to prepare the will. Compare Example 5. (7-1-93)
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b. Example 2: The attorney in Example 1 prepares a form book of wills which he intends to sell to
other attorneys. The will the attorney prepared in Example 1 is included in the form book. The sale of the form book
to other attorneys is a taxable retail sale of tangible personal property. From the buyer’s point of view, the object of
the sale is to obtain the book, which is tangible personal property. The fact that special skill or knowledge went into
the preparation of the book and is reflected in the purchase price does not make the sale of the form book a service
transaction. (7-1-93)

c. Example 3: An architect is hired to prepare construction plans for a house. He prepares the plans
and delivers them to his client. As in the example of the attorney preparing the will, this is a sale of services and the
transfer of the tangible personal property, the plans, is inconsequential the transaction. No sales or use tax is due on
the sale of the plans. (7-1-93)

d. Example 4: The architect in Example 3 is asked to provide additional copies of the same plans to
his original client or to a third party. The architect copies the plans on a duplicating machine and sells them to the
requesting party. This is a taxable retail sale of tangible personal property, since the buyer’s object is to obtain the
property, the plans. (7-1-93)

e. Example 5: An artist is commissioned to paint an oil portrait. When the portrait is completed,
ownership is transferred to the client who pays the artist a lump-sum amount for the portrait. This is a taxable retail
sale of tangible personal property because the buyer’s object is to obtain the portrait. If the artist otherwise qualifies
as a retailer, he is required to collect and remit sales tax on the sale of the portrait. (7-1-93)

f. Example 6: An automobile repair shop does repair work for a customer. To do the work, the shop

replaces certain parts on the automobile. The repair shop bills its customer an amount for the repair parts and a

separate amount for labor. This is a mixed transaction. As long as the sale of the tangible personal property, the parts,

and the sale of services, the labor, are separately stated, sales tax is due only on the sale of the parts and not on the

charge for labor. However, allocation of the total charge between parts and labor must be reasonable. If part of the
charge for parts is unreasonably attributed to the cost of labor, the allocation may be adjusted by the Commission.

(3-20-20)

g. Example 7: A retail clothing store provides needed alterations to items purchased by customers.
Even though the sale depends on the alterations being done, the service is incidental to the sale of the property. The
entire transaction is taxable, even if the charge for the alteration labor is separately stated. (3-20-20)

03. Kinds of Services Incidental to the Sale. Two (2) kinds of services rendered incidental to a retail
sale are specifically exempt from tax if the charge for the service is separately stated. They are: (7-1-93)

a. Charges for transportation after the sale. See Section 63-3613, Idaho Code, and Rule 061 of these
rules; and (3-30-07)

b. Installation charges. See Section 63-3613, Idaho Code, and Rule 012 of these rules. (3-30-07)

04. Separately Stated Nontaxable Charges. Separately stated nontaxable charges for transportation
or installation may not be used to avoid tax on the actual sales price of tangible personal property. If the allocation of
the total price is unreasonable, the Commission may adjust it. (3-20-20)

05. Tangible Personal Property Used or Consumed by a Business. Tangible personal property used
or consumed by a business in performing a nontaxable service is taxable. See Rule 072 of these rules. (3-20-20)

012. CONTRACTORS IMPROVING REAL PROPERTY (RULE 012).
Sections 63-3609(a), 63-3621, 63-3615(b), 63-3622B, Idaho Code

01. In General. This rule applies to contractors who construct, alter, repair, or improve real property.
Contractors are defined as consumers of materials they use, whether or not they resell the material. All sales of
tangible personal property to contractors are taxable. (7-1-93)
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a. A contractor is any person actmg as a general contractor, subcontractor, contractee, subcontractee,
or speculative builder who uses material and equipment to perform any written or verbal contract to improve, alter, or
repair real property. (3-20-20)

b. Contractors include bricklayers, plumbers, heating specialists, painters, sheet metal workers, carpet
layers, electricians, land levelers, well drillers, landscapers, and all others who do contract work on real property.
Unless these persons are employees of a contractor, they are acting as contractors and are consumers just as other
contractors. (7-1-93)

c. Persons doing residential repairs, such as plumbers and electricians, as well as those who both sell
and install carpet, also are contractors improving real property. Such contractors are defined as the consumers of the
materials they install and are required to pay sales or use tax on their cost for the materials. They do not charge sales

tax to their customers unless they make a sale of materials only, with no installation. (7-1-93)
d. The terms “contractor” and “subcontractor’” are not applicable to persons who merely sell tangible
personal property in the form of building materials, supplies, or equipment to construction contractors for delivery at
the job site without any requirement that they install such tangible personal property. (3-4-10)
02. Contract. A contract to improve real property may be in any of the following forms. (7-1-93)
a. Lump Sum Contract. A lump sum contract is an agreement to furnish materials and services for a
lump sum. (7-1-93)
b. Cost-plus Contract. A cost-plus contract is an agreement to furnish materials and services at the
contractor’s cost plus a fixed sum or percentage of the cost. (7-1-93)
c. Guaranteed Price Contract. A guaranteed price contract is an agreement to furnish materials and
services with a guaranteed price which may not be exceeded. (7-1-93)
d. Time and Material Contract. A time and material contract is an agreement to sell a specific list of
materials and supplies at retail or an agreed price and to complete the work for an additional agreed price or hourly
rate for services rendered. (7-1-93)
e. The contractor or repairman who affixes or installs the personal property into real property is the
consumer of tangible personal property regardless of the type of contract entered into, whether it is a lump sum, time
and material, or a cost-plus contract. (3-4-10)
03. Use. As used in this rule, the term use includes exercising any right or power over tangible personal
property in performing a contract to improve real property, regardless of who owns the material or if the material is
leased. (7-1-93)
04. Real Property. See Rules 010 and 067 of these rules. (3-15-02)
0s. Use Tax Reporting Number. Contractors need a use tax number if they make purchases on which
sales tax has not been charged. In this case, they are required to report and pay the Idaho use tax to the state. If a
contractor pays sales tax to his vendors on ALL purchases, he does not have to obtain a use tax number. (7-1-93)
06. Purchases by Contractors. Contractors are consumers of equipment they use in their business

such as trucks, tractors, road graders, scaffolding, pipe cutters, trowels, wrenches, tools in general, oxygen, acetylene,
oil, and similar items. They pay sales or use tax on their purchase of equipment, tools, and supplies. They also pay tax
on their purchase of building materials and fixtures. Fixtures include items such as lighting fixtures, plumbing
fixtures, furnaces, boilers, heating units, air-conditioning units, refrigeration units, elevators, hoists, conveying units,

awnings, blinds, vaults, cabinets, counters, and lockers. (3-20-20)
07. Fuels. A contractor pays tax on fuels used in off-road equipment unless on-road fuels excise taxes
have been paid. (7-1-93)

Section 012 Page 8



IDAHO ADMINISTRATIVE CODE IDAPA 35.01.02
State Tax Commission Idaho Sales & Use Tax Administrative Rules

08. Custom-Made Goods. Sales tax applies to the entire price charged for custom-made goods sold by
the maker. If a contractor orders fabricated steel from a steel company, he pays sales tax on the entire price of the
fabricated item, including the cost of the labor involved. On the other hand, if the contractor buys the steel and
fabricates it himself for the job, he pays a tax only on the materials he buys. (7-1-93)

09. Value. The contractor owes use tax on the value of the job materials at the time he exercises right or
power over them. Value, as used in Section 63-3621, Idaho Code, means: (7-1-93)

a. When a contractor fabricates and installs tangible personal property into Idaho real property, the
value is the cost of materials and parts he uses. If a contractor, with a contract to furnish and install goods, fabricates
the goods and hires a subcontractor to do the installation, the taxable amount is the cost of material to the contractor

who fabricated the goods. (3-20-20)
b. When a contractor who is also a retailer fabricates tangible personal property, puts it in his resale
inventory, and later withdraws it for a job, tax applies to the fully fabricated value. This is true regardless of whether
the fabricator installs the property himself or through an agent or subcontractor. (7-1-93)
10. Materials Provided by Project Owner. (7-1-93)
a. If a project owner who is not exempt from tax buys materials for a job and hires a contractor to
install them, he pays sales or use tax when he buys the material. If the owner does not pay tax on the materials, the
contractor may be held liable for the tax. (7-1-93)
b. If material needed for a contract is purchased or supplied by an owner who is exempt from sales

and use taxes, then the use by the contractor is taxable. This is true even if the property is owned by an exempt entity
such as the federal government or a state government agency. For example, if a contractor has a public works contract
to build a structure using materials owned and supplied by the government, whether federal, state, or local, he is the
consumer of the materials and is subject to a use tax on their value. This tax falls directly upon the contractor and not
the owner of the property. (3-20-20)

c. A contractor who buys tangible goods cannot avoid tax just because the goods will be built into a
structure which will belong to, or be used by an exempt entity. Contractors and subcontractors may not avoid paying
sales or use tax due to a contract which allows invoices to be made out in the name of the exempt entity, such as the
U.S. Government, and designate the contractor or subcontractor as an agent of the exempt entity. In this case, the
contractor or subcontractor is the user or consumer of the material and its use, while it is in his possession and subject
to his labor, is taxable. (7-1-93)

11. Subcontractor. In general, a subcontractor is treated the same as a general contractor. Whether his
contract is with the owner or the general contractor, the subcontractor pays tax on materials he buys to improve real
property. Like any contractor, the subcontractor could be employed to work on or with material purchased by the
general contractor or the owner, with one or the other paying tax on the material purchased. These services rendered
by the subcontractor are not taxable. His relationship with the owner or general contractor is no different than the
relationship between the contractor and owner. However, the provisions of Subsection 011.10 of this rule apply
equally to a subcontractor. (6-23-94)

12. Land Leveling. (4-7-11)

a. Persons who contract to level land are improving real property and are contractors under this rule.
Accordingly, they pay tax on equipment, material, and supplies purchased for land leveling. (3-20-20)

b. Notwithstanding the provisions of Rule 013 of these rules, contractors who crush rock are
performing a nontaxable service if the rock is obtained on a construction site, and the crushed rock is used on the
same site, for such purposes as backfill, land leveling, site preparation. or site cleanup. The use of such rock, backfill,
or other related materials is not taxable; however, such a contractor is not primarily devoted to mining and his use of
rock crushing equipment, or other equipment and supplies, does not qualify for exemption under Section 63-3622D,
Idaho Code. (3-20-20)
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c. The sale or use of crushed rock that is removed from a construction site and used elsewhere is
taxable. See Rule 013 of these rules. 4-7-11)
13. Exempt Purchases by Contractors. A contractor can buy materials tax exempt, provided that he

will install them into real property in a state that does not have a sales tax, such as Oregon, Montana, or Alaska, or in
a state where the materials would not be subject to a use tax or other similar excise tax in that state. For example, this
exemption applies to a contractor improving real property on certain projects in Washington where he will not owe a
use tax on materials incorporated into realty, even though a sales or use tax may be owed by a third party. This
exemption only applies to materials incorporated into real estate in a nontaxing state. Tools, supplies, equipment, or
any other tangible personal property purchased in Idaho that are not incorporated into realty are taxable when
purchased in Idaho. In order to grant this exemption the retailer must have a properly completed exemption certificate
on file. See Rule 128 of these rules. Idaho tax applies to materials purchased or withdrawn from inventory for use in
a contract to improve real property in states where use tax applies to materials incorporated into realty, such as

Nevada or Wyoming. (2-27-15)
14. Cross-References. (7-1-93)
a. Road and paving contractors, see Rule 013 of these rules. (3-15-02)
b. Contractor/retailers, see Rule 014 of these rules. (3-15-02)
c. Well drillers/pump installers, see Rule 015 of these rules. (3-15-02)

013. ROAD AND PAVING CONTRACTORS (RULE 013).
Sections 63-3609, 63-3615, Idaho Code

01. In General. This rule illustrates the application of Idaho sales and use tax to specific activities of
road and paving contractors. The general principles stated in Rule 012 of these rules apply equally to road and paving
contractors. (7-1-96)

02. Road or Paving Contractor. A road or paving contractor is a contractor improving real property.

The use of materials over which he exercises right or power in the course of performing the contract is taxable. This
is true even if an exempt entity, such as a government agency, owns the material. It is also true if the contractor does
the work under the full or partial supervision of the person for whom the contractor is performing the contract.

(3-20-20)

03. Examples. Here are some examples of taxable materials contractors use in paving and road
contracts: (3-28-18)
a. Example 1: A contractor is hired to pave a road for a city. The materials the contractor will use are

taxable, regardless of ownership, and include rock, sand, asphalt oil, chemicals, bonding agents, or any other like
materials which become the aggregate pavement. (3-28-18)
b. Example 2: A contractor is hired to chip seal a local road. The chip seal includes a layer of liquid

asphalt or similar material applied to the road with an immediate layer of rock chips applied on top of the wet asphalt.
A roller sets the rock chips in place. Once this dries, the surface is cleaned and another oil seal or like product is
applied. These three items and any other materials used to form the aggregate chip seal are taxable. (3-20-20)

c. Example 3: A contractor is hired to perform landscaping for the barrow pits and shoulders of a new
highway. The highway district provides the grass seed and some bushes for the project. The contractor provides labor
to sow the seed, plant the bushes, and labor and materials to provide erosion control, land leveling, contouring, etc.
The contractor owes sales or use tax on all materials consumed, including those provided by the highway district.

(3-28-18)

d. Example 4: A contractor is hired to install a new bridge and provide drainage for a new freeway
interchange. The highway district provides the bridge components and culverts needed for the project, and the
contractor provided all of the remaining materials and the labor for the project. The contractor will owe sales or use
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tax on all materials he consumes including the bridge components and culverts provided by the highway district, as
well as on the materials the contractor purchased for use on the project. (3-28-18)

e. Example 5: A contractor is hired to install traffic control lights, signage, and roadway illumination
for a rebuilt section of roadway. The highway district provides the traffic control signals and the permanent signage
for the highway so that all signage will be consistent throughout the highway district. The contractor owes use tax on
the value of the traffic signals and signage provided by the highway district as well as on the cost of electrical wiring,
signal wiring, and the lights and light poles, etc., purchased and consumed by the contractor. (3-28-18)

04. Materials. The sale or use of materials which are extracted and crushed is taxable. Use tax does not
apply to the use of natural materials that are secured on site and used without significant change. (7-1-96)

05. Rock Crushing. The application of the sales or use tax to rock crushing operations depends upon
the circumstances of the case. (7-1-96)

a. A sale of crushing only is a sale of a taxable processing service. In this circumstance the crusher
obtains raw material owned by another, crushes the rock, and stockpiles it for subsequent use either by the owner or a
third party. Unless an exemption applies, the crusher charges tax on all such sales. (7-1-96)

b. A contractor who applies crushed rock to the highway pursuant to a contract is a person engaged in
improving real property. If the contractor applying the crushed rock purchases the rock, the purchase price will be
taxable. If the contractor applies rock owned by another party, the contractor will be responsible for a use tax on the
value of the rock, unless the other party paid a sales tax upon its acquisition. This is true even if a government agency
supplied the rock. If a recent retail acquisition of the crushed rock exists, the retail price is to be presumed to be the
value of the material. If a recent retail sales price does not exist, then value is to be determined by the current
acquisition cost of like material from the same or a similar source. For purposes of this section, a retail acquisition
within one (1) year of the time of the performance of the contract is to be presumed to be a recent sales price.

(3-20-20)

c. A contractor whose contract calls for him to both crush and apply rock to a road is also subject to
sales or use tax on the value of the rock whether the contract is performed for a governmental or private contractee.
The value is to be determined by the royalty or similar charge for raw materials. If a royalty or similar charge does not
exist, then the value will be determined as the royalty fee or value of like material from a similar source. If the
contractor chooses to have the rock crushed by a subcontractor, the measure of the use tax is on the crushed value.

(7-1-96)

d. A sale of rock crushing services to a retailer who will sell the rock is an exempt sale. The sale of

crushed rock to a consumer is a taxable sale unless an exemption applies. (7-1-96)
06. Production Exemption. (7-1-96)

a. Since a contractor improving real property is defined as the consumer of materials incorporated

into realty, he is not producing an article for resale. Therefore, the production exemption does not apply to the use of
equipment used by contractors to produce asphalt or concrete which are used to complete paving contracts. (7-1-96)

b. A business which is primarily devoted to producing crushed rock, asphalt, or concrete which is
ultimately sold at retail will qualify for the production exemption. See Idaho Administrative Sales Tax Rules 079 and
082. (7-1-96)

014. CONTRACTORS/RETAILERS (RULE 014).
Sections 63-3609(a), 63-3610, 63-3620, 63-3621, Idaho Code

01. In General. This rule shows how Idaho sales and use tax applies to contractors who are also
retailers. The general principles in Rule 012 of these rules also apply to contractor/retailers and should be reviewed
along with this rule. (3-15-02)

02. Contractor/Retailer. Many contractors are also retailers. For example, plumbers, electricians,
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carpet layers, cabinet builders, and mechanical contractors can be both contractors and retailers. They are contractors
when they install materials in the course of a residential or commercial service call or contract; but when they sell
items or materials they don't install; they are retailers and need to collect sales tax from their customers.  (3-20-20)

03. Record Keeping Procedure. A contractor/retailer can follow any consistent procedure to account
for inventory and job purchases. (3-20-20)

a. Example: If the majority of a contractor/retailer’s business is performing contracts to improve real
property, The contractor/retailer can pay Idaho tax on all purchases and if an item is sold at retail, remit Idaho sales
tax collected and request a refund for the tax paid. See Rule 117 of these rules for refund instructions. (3-20-20)

b. Example: If the majority of the contractor/retailer’s business is making retail sales, the contractor/
retailer can purchase all inventory without paying tax by giving suppliers a properly completed resale certificate. The
contractor/retailer would remit sales tax collected on Idaho retail sales and pay an Idaho use tax on the value of items
taken from inventory and used to improve real property. (3-20-20)

c. Example: A contractor/retailer can opt to use separate accounting procedures for the purchase of
resale inventory and job materials. Resale inventory purchases can be made without paying tax by giving suppliers a
properly completed resale certificate and pay tax on the purchase of job materials. See Rule 128 of these rules.

(3-20-20)
04. Inventory Withdrawals. When any withdrawal is made from nontaxed inventory, the use tax is
due to the state when the material is delivered to the job site, regardless of when it is used in performing a contract.
(3-20-20)
05. Tangible Personal Property vs. Improvements to Real Property. Built-in appliances and related

items become fixtures to realty when installed in residential buildings. Such built-in appliances include dishwashers,
microwave ovens, stove tops, refrigerators, stove hoods, central vacuum systems, waste disposal units, trash
compactors, water softeners, water purification systems, and garage door openers. Some appliances retain the
character of personal property such as microwave ovens that are not built-in, freestanding stoves, refrigerators,
washers, and dryers. Other rules may apply to commercial, industrial, and other non-residential buildings. See Rule
067 of these rules. (5-8-09)

06. Sales with Agreement to Install. A regular over-the-counter sale of a complete unit with an
agreement to install it is not a contract to improve real property if the item does not become affixed to realty. This
applies to sales of stoves, refrigerators, washing machines, dryers, and other electrical appliances. In this case, sales
tax is collected from the buyer by the seller on the retail sales price of the item. If the installation charges are properly
separated, sales tax is due only on the cost of the unit. (3-20-20)

07. Sales of Both Tangible Personal Property and Improvements to Real Property. If a contract
includes both retail sales of personal property and improvements to real property, the contractor/retailer collects sales
tax on the retail portion of the contract. Also, the contractor/retailer does not pay sales tax to their vendor, they pay
use tax on the materials used to perform the real property portion of the contract. (3-20-20)

a. Example: A cabinet builder contracts to build and install kitchen cabinets and build a portable,
freestanding china hutch. In the case of the cabinets, the cabinet builder is a contractor improving real property and
pays tax on the material costs. In the case of the china hutch, the cabinet builder is a retailer and charges his customer
sales tax on the sales price of the hutch, including labor. (3-20-20)

b. Example: A cabinet builder is hired by Contractor X to fabricate and deliver cabinets to the job site.
Contractor X will do the installation. In this case, the cabinet builder is a retailer and charges sales tax to Contractor X
on the full sales price, including labor. (7-1-93)

015. WELL DRILLERS/PUMP INSTALLERS (RULE 015).
Sections 63-2410, 63-2423, 63-3609(a), 63-3621, 63-3615(b), 63-3622B, 63-3622D, 63-3622R, 63-3622W, Idaho
Code

01. In General. This rule is meant to explain how Idaho sales and use tax applies to contractors who
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drill wells and install pumps. The general principles in Rule 012 and 014 of these rules apply to well drillers and

pump installers and should be reviewed along with this rule. (3-20-20)
02. Types. The types of wells covered by this rule include, but are not limited to: (7-1-93)
a. Water wells, including those for municipal, domestic, commercial, and industrial purposes, and
wells used for agricultural irrigation. (7-1-93)
b. Monitor wells used to check for contamination or to find the water table. (7-1-93)
c. Anode wells used to ground power or gas lines. (7-1-93)
d. Construction wells used for pilings, shoring, and elevator hoists. (7-1-93)
03. Contractor Improving Real Property. A well driller is a contractor improving real property. In

general, the contractor pays sales or use tax on materials and equipment they own and use or over which they exercise
right or power while performing a contract. The contractor should not charge sales tax on materials, such as casing,
pumps, screens, piping, etc., used to complete a well. Section 63-3609(a), Idaho Code, states that these materials are
consumed by the well driller. The contractor pays tax even if the owner of the material is exempt from the tax, such as
a government agency. Well drillers may be responsible for use tax on owner-supplied materials. See Rule 012 of this
rule. Exemptions are discussed in Subsection 015.05 of this rule. Pumps that are installed with a well, such as a pump
that supplies water to land or a building, are presumed to be real property improvements. Pumps that do not supply
water to land or buildings and are used in commercial or industrial applications will generally be considered personal
property unless they have been so integrated into the real estate that they would be considered a permanent fixture.
(3-20-20)

a. Example: A well driller contracts to drill a water well and install a pump for a homeowner. The
contractor bills the homeowner separately for materials and labor as well as the drill bits used. The contractor should
pay sales or use tax on his purchase of the materials and drill bits. The contractor should not charge sales tax to the
customer since this is a contract to improve real property. (3-20-20)

b. Example: A well driller contracts to drill a well for an Idaho city. The contractor pays sales or use
tax on the materials and pumps used to complete the well, even though the eventual owner of these items is a
governmental entity. See Rule 094 of these rules. (3-20-20)

04. Exemptions. In some cases, exemptions may apply to materials installed by well drillers and pump
installers. Note: These exemptions apply only to project materials and not to construction equipment and supplies,
such as drilling rigs and drill bits. If a well driller or pump installer makes exempt purchases, he must complete an
exemption certificate for the vendor’s records. (4-2-08)

a. Materials installed in a well which will be used primarily for agricultural irrigation are exempt
under Section 63-3622W, Idaho Code. The exemption applies even if the materials become part of the real property.
Agricultural irrigation includes supplying water to crops, livestock, and fish which are produced for resale. (7-1-93)

b. Pumps and other equipment used directly in manufacturing or processing are exempt under Section
63-3622D, Idaho Code. Generally, such pumps retain the characteristics of personal property. This exemption applies
only to tanglble personal property. It does not apply to materials which will become part of real property. Examples
include: pumps used directly in food processing; booster pumps and chlorine pumps used directly in manufacturing;
and dairy waste pumps. (4-2-08)

0s. Motor Vehicles. In general, drilling rigs and licensed motor vehicles are taxable when purchased
by a well driller or pump installer. However, if a vehicle weighs more than twenty-six thousand (26,000) pounds, is
used more than ten percent (10%) of the time outside of Idaho, and is registered under the International Registration
Plan or similar pro rata plan, its purchase is exempt. See Rule 101 of these rules. This exemption does not apply to
repair parts for motor vehicles, or to drilling rigs purchased separately from a motor vehicle. (3-20-20)

06. Fuel. Motor fuel taxes do not apply, or a refund may be obtained, if the fuel is used to run drilling
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rigs or other off-road equipment. Fuel purchased for such off-highway use is taxable. See Sections 63-2410 and 63-
2423, Idaho Code, and related IDAPA 35.01.05, “Idaho Motor Fuels Tax Rules.” (3-20-20)

016. RETAIL SALE OF ASPHALT, CONCRETE, AND CONCRETE PRODUCTS (RULE 016).
Sections 63-3609(a), 63-3610, 63-3622D, 63-3622W, Idaho Code

01. In General. Asphalt, concrete and concrete products are building materials. The sale of such
products to construct, alter, repair, or improve real estate is taxable. Separately stated charges for delivery by the
vendor and vendor standby time are not taxable. (3-20-20)

02. Agricultural Irrigation. Materials purchased for agricultural irrigation are exempt from sales tax
whether purchased by the farmer, contractor, or subcontractor. This exemption applies even if the material is
permanently affixed to real estate, such as concrete used to line ditches or ponds. See Rule 096 of these rules. The
buyer must provide the seller with an exemption certificate. See Rule 128 of these rules. (3-15-02)

03. Production Exemption. The retailer who produces and sells asphalt or concrete may qualify to
claim the production exemption on equipment and supplies used directly to produce the concrete or asphalt for resale.
See Rule 079 of these rules. However, trucks used by a ready-mix operator do not qualify for the production
exemption because they are used for transportation. Although they may incidentally contribute to the manufacture of
the final article, purchases of the truck, trailer, and the truck-mounted concrete mixer, which becomes a part of the
motor vehicle, are not exempt from the tax. (3-15-02)

017. AIRLINES, BUSES, AND RAILWAY DINING CARS (RULE 017).
Sections 63-3612, 63-3613, 63-3621, Idaho Code

01. Sale of Meals. The sale of meals or drinks that are not included in the price of the ticket on
commercial aircraft, railway dining cars or buses operating in Idaho is a retail sale. An airline, bus company or
passenger train is operating in Idaho if a trip starts or ends in Idaho and part of the trip can be allocated to Idaho.

(7-1-93)

02. Taxable Sales. The gross receipts of such a sale are taxable when the meals, beverages or other
tangible personal property are ordered or served within the boundaries of Idaho. It does not matter whether the meals
and other property are consumed in Idaho. (7-1-93)

03. Formula for Taxable Sales. A formula may be used to determine the taxable sales of meals and
beverages on the trip if accurate records of actual sales are not kept. The formula is: first, find the percentage of trip
miles in Idaho in relation to the total mileage of the trip; and then, multiply this percentage by the total sales of meals
or beverages served on the entire trip. (7-1-93)

04. Meals, Snacks, Beverages or Other Tangible Personal Property. When the price of an airline,
bus, or railway ticket includes meals, snacks, beverages, or other tangible personal property, the cost of these goods is
subject to use tax. An airline, bus company, or railway that purchases these goods in Idaho, pays Idaho sales tax to the
vendor, regardless of where the goods will be distributed to passengers. If these goods are purchased in another state
and no sales or use tax has been paid to that state, the cost of the goods distributed to passengers on trips that start or
end in Idaho is subject to use tax. In the absence of accurate records, the provider may determine taxable use based on
trip miles determined by the formula in Subsection 017.03 of this rule. (3-20-20)

018. RETAILER DEFINED (RULE 018).
Sections 63-3610, 63-3611, 63-3614, 63-3620, 63-3620F, 63-1804, Idaho Code

01. Retailer. The term retailer is defined in Section 63-3610, Idaho Code. A retailer includes a seller as
defined in Section 63-3614, Idaho Code as every person making retail sales to a buyer or consumer, whether as agent,
broker, or principal. (3-20-20)

02. Retailer Engaged in Business in this State. A retailer engaged in business in this state is anyone
required to collect and remit Idaho sales and use tax pursuant to Section 63-3611, Idaho Code. (3-20-20)
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03. Retailers Selling Incidental Tangible Personal Property. A person may be a retailer within the
meaning of the act although the sale of tangible personal property is incidental to their general business. For example,
a plumbing contractor may sell some plumbing supplies as a sideline and thereby become a retailer within the
meaning of this act. (3-20-20)

04. Farmers. Farmers who ordinarily sell their grain, livestock and other horticultural products for
resale or processing are not taxable. However, when they sell to ultimate consumers or users, they must obtain a
seller’s permit and report sales tax on their taxable sales. (3-20-20)

0s. An Agent as a Retailer. Where there is a written agreement between a principal and their agent,
dealer or other third party, and such agreement stipulates that the agent, dealer or other third party will be responsible
for collection, reporting and payment of sales tax generated by sales, the Tax Commission will treat the position of
the agent, dealer or third party as that of a retailer and impose on them the burden of collecting, accounting