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BEFORE THE TAX COMMISSION OF THE STATE OF IDAHO 

In the Matter of the Protest of 
 
[Redacted], 
 
                         Petitioners. 
 

) 
) 
) 
) 
) 
) 

  
DOCKET NO.  24959 
 
 
DECISION 

 On March 7, 2012, the staff of the Income Tax Audit Bureau of the Idaho State Tax 

Commission (Commission) issued a Notice of Deficiency Determination to [Redacted] 

(taxpayers) proposing income tax, penalty, and interest for taxable year 2006 in the total amount 

of $28,380. 

 On May 9, 2012, the taxpayers filed a timely appeal and petition for redetermination.  

The taxpayers did not request a hearing but, rather chose to rely upon the additional information 

previously submitted.  The Commission, having reviewed the file, hereby issues its decision. 

 The Income Tax Audit Bureau (Bureau) received information on the sale of several 

pieces of property located in Idaho.  During its research of the sales, which occurred in taxable 

year 2006, the Bureau found that the seller, the taxpayers, did not file an Idaho individual income 

tax return for the year of the sales.  Idaho Code section 63-3026A(3)(ii) states that income shall 

be considered derived from or relating to sources within Idaho when such income is attributable to 

or resulting from the ownership or disposition of any interest in real or tangible personal property 

located in Idaho. 

 The Bureau sent the taxpayers a letter asking about the sales of the Idaho properties and 

their requirement to file an Idaho income tax return.  The taxpayers did not respond.  The Bureau 

determined the taxpayers were required to file an Idaho income tax return and prepared a return for 
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the taxpayers based upon the information available.  The Bureau sent the taxpayers a Notice of 

Deficiency Determination, which they protested.   

 The protest letter submitted by the taxpayers stated that the NODD was in error because the 

amount of sales proceeds shown on the NODD was not accurate, and because the property sales 

were previously reported on both their [Redacted] return and their state of [Redacted] return.  In 

addition to the appeal letter, the taxpayers provided documentation to verify their basis in three of 

the four properties they sold in taxable year 2006.  The Bureau acknowledged the taxpayers’ appeal, 

sent them a modified audit report based on the additional documentation provided, and allowed 

them more time in which to locate information related to the fourth property sale.  The taxpayers 

eventually did provide additional documentation, and the Bureau once again modified the audit 

report. The Bureau made several attempts to conclude the matter with the taxpayers, but the 

taxpayers ceased communication with the Bureau and the matter was referred for administrative 

review. 

 The Commission sent the taxpayers a letter setting forth two alternative methods for 

redetermining the Bureau’s determination. The taxpayers failed to respond.  Therefore, the 

Commission reviewed the file and issues its decision based upon the information available. 

 The taxpayers are nonresidents of Idaho.  In 2006, they sold four parcels of property 

located in Idaho.  The Idaho Code is clear in section 63-3026A(3)(ii) that income resulting from 

the disposition of real property in Idaho is Idaho source income.  Idaho Code section 63-3030 

sets the filing requirement thresholds for individuals having Idaho source income.  The threshold 

for nonresident individuals for taxable year 2006 was $2,500.  Therefore, if the taxpayers 

realized a gain from the sale of the Idaho properties in excess of $2,500, they were required to 

file an Idaho income tax return.  As mentioned previously, the taxpayers entered into agreements 
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to divest themselves of four pieces of Idaho property in taxable year 2006. Based on the 

subsequent documentation provided during the appeals process, the Bureau’s final audit report 

showed sales proceeds as follows: 

         Sale Date                     Gain/Loss  
          9/27/2006                   $(5,246) 
          11/9/2006                    deferred 
                   12/20/2006                    $19,136 
        12/29/2006                    $18,671 
                      Total                           $32,561 
 
 The Bureau also made allowances for the taxpayers’ prorated share of their standard 

deduction and personal exemptions.  The Commission reviewed that determination and found it 

to be an accurate representation of the taxpayers’ Idaho taxable income.  Therefore, the 

Commission finds that the taxpayers were required to file a 2006 Idaho individual income tax 

return, and that their Idaho income tax liability was correctly determined by the Bureau. 

 THEREFORE, the Notice of Deficiency Determination dated March 7, 2012, is hereby 

MODIFIED, in accordance with the provisions of this decision and, as so modified, is 

APPROVED and MADE FINAL. 

 IT IS ORDERED that the taxpayers pay the following tax, penalty, and interest: 

YEAR TAX PENALTY INTEREST TOTAL 
 2006 $1,632 $408 $520 $2,560 

 
Interest is calculated through August 15, 2013. 
 
 DEMAND for immediate payment of the foregoing amount is hereby made and given. 

 An explanation of the taxpayers’ right to appeal this decision is enclosed. 
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 DATED this    day of     2013. 

      IDAHO STATE TAX COMMISSION 

 
 
             
      COMMISSIONER 
 
 

CERTIFICATE OF SERVICE 
 
 I hereby certify that on this    day of     2013, a copy of the 
within and foregoing DECISION was served by sending the same by United States mail, postage 
prepaid, in an envelope addressed to: 
 

[Redacted] Receipt No.  
 
 
 

 


