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DECISION 

On November 7, 2019, the Revenue Operations Division (Division) of the Idaho State Tax 

Commission (Tax Commission) issued a Notice of Deficiency Determination (Notice) to  

 (Petitioner), proposing income tax for tax year 2018 in the total amount of $259.  On 

November 18, 2020, Petitioner filed a timely appeal and petition for redetermination of the Notice.  

The issue in this case is whether Petitioner is entitled to a $259 credit for backup withholding. 

The Division determined Petitioner could not claim a $259 credit for backup withholding 

and gave the following explanation to Petitioner: 

We received your Form ID K-1 showing that the pass-through entity would pay 

withholding for you (Line 38), the pass-through owner, but no payment has been 

received.  You’ll need to contact the entity directly about the missing payment.  The 

credit was denied. 

Petitioner appealed the determination contending the Division made an error in denying 

the credit.  Petitioner made the following argument: 

I disagree that there is no Pass-through taxes withheld of $259.  There should be 

an ID refund of $249 for tax year 2018.  Attached is a copy of the 2018 Form ID 

K-1 from  were it shows on Part V of the Form ID K-1 line 

38 $259 of ID withheld by the entity on behalf of the owner.  Therefore, there are 

taxes withheld for tax year 2018 of $259… 



DECISION - 2 
 

The backup withholding provisions require pass-through-entities to withhold amounts 

from certain pass-through-owners income (Idaho Code section 63-3036B).  There are exceptions 

to the rule, but the exceptions do not apply in this case.  The withheld amounts are remitted to the 

Tax Commission along with an informational return (Idaho Code section 63-3036B(4)). 

The pass-through-entities must furnish a statement to the pass-through-owners stating the 

amount of tax withheld (Idaho Code section 63-3036B(5)).  A pass-through entity is liable to Idaho 

for amounts of tax required to be withheld and paid under the provisions of this section. (Idaho 

Code section 63-3026B(6).  The pass-through-owners receive credit on their tax returns for the tax 

paid through backup withholding (Idaho Code section 63-3072(b). 

 Accordingly, based on the facts presented, Petitioner can claim a $259 credit for backup 

withholding under Idaho Code section 63-3072(b).  According to the Form ID K-1 provided to 

Petitioner and the Tax Commission by the pass-through-entity, the pass-through-entity was 

withholding on behalf of the owner. 

Idaho Code section 63-3026B(6) is clear that pass-through-entities are responsible for 

withholding amounts from certain pass-through-owners income and remitting the withheld 

amounts to the Tax Commission.  Idaho Code does not hold the pass-through-owner responsible 

for the pass-through-entities failure to remit withholding.  Therefore, Petitioner can claim a $259 

credit for backup withholding under Idaho Code section 63-3072(b). 

However, it is important to note that depending on the facts and circumstances, the Tax 

Commission may delay a pass-through owner’s refund until the pass-through entity remits the 

withholding.  To promote effective tax administration the Tax Commission may delay the refund 

in the following cases, none of which apply in this case: 

• Closely held business activities 
• Family partnerships 
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• First time filers (pass-through owner or pass-through entity) 
• Indicators of fraud or abuse 
• Collections issues 

  
On appeal, a deficiency determination issued by the Tax Commission “is presumed to be 

correct, and the burden is on the taxpayer to show that the Commission’s decision is erroneous.” 

Parker v. Idaho State Tax Comm’n, 148 Idaho 842, 845, 230 P.3d 734, 737 (2010) (citing 

Albertson’s Inc. v. State Dep’t of Revenue, 106 Idaho 810, 814, 683 P.2d 846, 850 (1984)).  The 

Tax Commission requires Petitioner to provide adequate evidence to establish that the amount 

asserted in the Notice is incorrect.  Here, Petitioner provided adequate evidence.   

THEREFORE, the Notice of Deficiency Determination dated November 7, 2019, is hereby 

CANCELED, in accordance with the provisions of this decision, and is AFFIRMED and MADE 

FINAL. 

An explanation of Petitioner’s right to appeal this decision is included with this decision. 

 DATED this _______ day of _______________________, 2020 

     IDAHO STATE TAX COMMISSION 






