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BEFORE THE TAX COMMISSION OF THE STATE OF IDAHO 

In the Matter of the Protest of 
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                         Petitioners. 
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DOCKET NO. 23342 
 
 
DECISION 

 [Redacted] (taxpayers) protested the Notice of Deficiency Determination dated July 28, 

2010, asserting additional income tax and interest in the total amount of $2,272 for taxable years 

2007 and 2008.  The taxpayers did not disagree with the adjustment to the retirement benefits 

deductions claimed but were contesting the addition of interest to the tax due for each of the 

years.  The taxpayers did not respond to the Tax Commission's hearing right letter and have not 

provided any additional information.  The Tax Commission, having reviewed the file, hereby 

issues its decision. 

BACKGROUND 

 The taxpayers filed their 2007 and 2008 Idaho individual income tax returns claiming a 

deduction for retirement benefits.  The Income Tax Audit Bureau (Bureau) reviewed the 

taxpayers’ retirement benefits deduction and determined the taxpayers did not qualify for the 

deduction.  The Bureau corrected the taxpayers’ 2007 and 2008 income tax returns and sent them 

a Notice of Deficiency Determination.  The Notice of Deficiency Determination included interest 

that the Bureau added to the additional tax owed.   

 After receiving the Notice of Deficiency Determination, the taxpayers contacted the 

Bureau and asked to have the interest abated.  The taxpayers acknowledged the additional tax 

owed but asked for consideration on the interest because their returns were filed in good faith 
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and the error was their accountant’s error.  The Bureau acknowledged the taxpayers’ request as a 

protest and referred the matter for administrative review.   

 The Tax Commission sent the taxpayers a letter that discussed their options in the 

administrative review process.  The taxpayers did not respond, so the Tax Commission decided 

the matter based upon the information available. 

LAW AND ANALYSIS 

 Idaho Code section 63-3045(1)(a) states that if the State Tax Commission determines 

there is a deficiency in tax, it shall, upon discovery thereof, send a notice of the deficiency to the 

taxpayer. 

 Idaho Code section 63-3045(6) states that interest shall apply to deficiencies in tax and 

refunds of tax.  It further states that interest upon any deficiency shall be assessed at the same 

time as the deficiency.   

 An earlier version of Idaho Code section 63-3045(6) was challenged in the courts as to its 

applicability.  The Idaho Supreme Court in Union Pacific Railroad Company v. State Tax 

Commission, 105 Idaho 471, 670 P.2d 878 (1983), stated: 

The general rule is that absent statutory authorization, courts have no power to 
remit interest imposed by statute on a tax deficiency.   American Airlines, Inc. v. 
City of St. Louis, 368 S.W.2d 161 (Mo. 1963); see generally 85 C.J.S. Taxation, 
§ 1031(c) (1954).  We agree with the State that I.C. § 63-3045(c) is clear and 
unequivocal when it states that 'interest ... shall be assessed' and 'shall be 
collected.'  This section is not discretionary, but rather, it is mandatory.  
Following the language of this section we hold that this Court, as well as the 
district court, lacks any power to remit the interest that is mandated by the statute.   

 
 The taxpayers agreed there was a deficiency in tax for taxable years 2007 and 2008; 

however, the deficiency was due to an error made by their accountant who they trusted to 

prepare their income tax returns correctly.  The taxpayers stated they understand the law but 

hope that the circumstances can alter their case and invoke some flexibility.   
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CONCLUSION 

 The taxpayers had a deficiency in the tax reported on their 2007 and 2008 Idaho income 

tax returns.  The Idaho Code states that interest shall be added to tax deficiencies.  “The Tax 

Commission’s function is to uphold the law as written.”  Bogner v. State Tax Commission, 107 

Idaho 854, 693 P.2d 1056, (1984); Potlatch Corp. v. Idaho State Tax Comm'n, 128 Idaho 387, 

913 P.2d 1157 (1996).  Therefore, the Tax Commission must uphold the inclusion of interest in 

the Notice of Deficiency Determination. 

 THEREFORE, the Notice of Deficiency Determination dated July 28, 2010, and directed 

to [Redacted] is AFFIRMED. 

 Since the taxpayers paid the deficiency in full as part of their appeal, no further 

DEMAND for payment is required.  

 An explanation of the taxpayers’ right to appeal this decision is enclosed. 

 DATED this    day of     2011. 

      IDAHO STATE TAX COMMISSION 

 
             
      COMMISSIONER 
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