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Tax Commission Overview

Michael Chakarun
Tax Policy Manager

tax.idaho.gov

The Tax Commission

e Statutory authority in Idaho Code section 63-101
* Highlights:

The constitutional tax commission prescribed in section 12, article VII, of
the Idaho constitution

— Four members, no more than 2 from same political party
— Appointed by the governor—by and with consent of the Senate

— Six-year terms

— One Commissioner is appointed by the governor to serve as the
chairman

— JDAHO tax.idaho.gov
State Tax Commission
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The Commissioners

e The Chairman: Richard Jackson

— Chief executive officer and administrative head of the state tax
commission

— Responsible for, or may assign responsibility for, all personnel, budgetary
and/or fiscal matters of the state tax commission

— Tax type responsibility: Sales, estate transfer, lllegal drug

* David Langhorst

— Tax type responsibility: Corporate and multistate

e Tom Katsilometes

— Tax type responsibility: Property, mine license, kilowatt, product, fuels,
travel and convention

* Ken Roberts:
— Tax type responsibility: Income and withholding

— JDAHO tax.idaho.gov
State Tax Commission 3

Field Offices

* “The state tax commission shall have an office in Ada
county and may establish temporary offices at any
place within the state whenever necessary for the
discharge of the state tax commission's duties.”

* Field offices in:
— Coeur d’Alene
— Lewiston
—  Twin Falls
— Pocatello
— Idaho Falls

e IDAI—IO tax.idaho.gov
State Tax Commission 4
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Commission Statistics

¢ Amount of funds collected by the Commission for all tax
types:
— Gross: $3.3 billion
— Net collections: $2.45 billion

e Budget for fiscal 2013:
— $35.6 million
— 85% from general fund
— $92.7 collected per dollar of budget

— JDAHO tax.idaho.gov
State Tax Commission
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Revenue Operations

e Processes all returns
¢ Deposit money received
¢ [ssue taxpayer refunds

* Maintain taxpayer accounts
— Added 35,000+ new taxpayers
— Processed 50,000+ address changes

¢ Provide information to support audit & collection functions
* Provide education/outreach services

— JDAHO tax.idaho.gov
State Tax Commission 7

Return Processing
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Audit and Collections

e Administer Idaho tax law, rules and policies to:
— Promote fairness

— Consistency

— Compliance

¢ Examine information to determine accuracy of taxpayer
returns

e Assure that taxes due are remitted as required

tax.idaho.gov
State Tax Commission 9

Property Tax Division

* Provides oversight in administration of property tax system

* Major responsibilities:

— Annual assessment of all class three operating property (public utilities)

Examining property tax levies of all taxing districts

Training and assisting county elected officials

Developing an assessor’s manual to facilitate uniform appraisals

Administer circuit breaker program

Provide technical and training assistance to counties

e IDAI—IO tax.idaho.gov
State Tax Commission 10

1/18/2013



1/18/2013

Tax Policy

e Primary Functions:

Administrative review of tax appeals

Coordinates development of tax and admin. rules

Coordinates tax form design & revision

Education and outreach to stakeholders

Development of agency’s legislative proposals

* What happens when the legislature adjourns?

e Constituent Issues

— JDAHO tax.idaho.gov
State Tax Commission 1

Support Units

« Information Technology
* Management Services

* Public Information

* Human Resources

» Strategic Development Services

e IDA]—]O tax.idaho.gov
State Tax Commission 12




Constituent Contact Regarding Tax Commission Actions

Over the course of your legislative career, you will get requests from taxpayers who want your help in
resolving an issue with the Tax Commission or who have a complaint over some action of the
Commission that they believe is unfair or unjust. We want to assist you in responding to your
constituent’s situation.

Keep in mind that Tax Commission staff may not, by statute, disclose any tax return or tax return
information except as provided by statute, court order, or rule of the Commission. Administrative Rule
702.02c says:

c. A written complaint or inquiry by a taxpayer to an elected official of the executive or
legislative branches of state or federal government relating to the Tax Commission’s actions or
positions relating to that taxpayer is an authorization for the Tax Commission to disclose
information relevant to the complaint or inquiry to the official or the official’s delegate.

This rule is based on Idaho Code sections 63-3076(1) and 63-3077(3).

We will ask you for a copy of the written complaint or request to ensure that we comply with the rule
and statute and to effectively address your constituent’s issue or complaint. If you receive an oral
request, we will ask for a written request or respond directly to the constituent and inform you that we
have done so. If your constituents want you to act on their behalf, such as negotiate a payment
agreement, as opposed to just discussing the issue, we may require a signed power of attorney in order
to continue the process.
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State Tax Commission

Multistate Taxation

tax.idaho.gov

Multistate Taxation

A business — either a single corporation or a commonly-owned
group of affiliated corporations — earns income from activities in
more than one state, including Idaho.

Question:

What portion of that income may Idaho legally claim as income
earned in Idaho and subject to Idaho income tax?

— JDAHO tax.idaho.gov
State Tax Commission
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Multistate Tax Compact

The Multistate Tax Compact was formed to help answer that
question.

The purposes of the compact are to:

— (@] tax.idaho.gov

Facilitate proper determination of State and local tax liability
of multistate taxpayers, including the equitable
apportionment of tax bases and settlement of apportionment
disputes.

Promote uniformity or compatibility in significant components
of tax systems.

Facilitate taxpayer convenience and compliance in the filing of
tax returns and in other phases of tax administration.

Avoid duplicative taxation.

State Tax Commission 3

S IDAHO tax.idaho.gov

Multistate Tax Commission

The Multistate Tax Compact formed the Multistate Tax
Commission

Created in 1967

Attempt by states to protect their tax authority in the face of
previous proposals to transfer the writing of key features of
state tax laws from the state legislature

Idaho is part of the Compact and a member of the MTC

State Tax Commission 4
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Benefits to Idaho

* Participation in the MTC joint audit program
— Member state pool resources to select business for income, sales and
other tax audits
— MTC auditors perform audits as if they were a state’s own auditors
* Audit staff sends audit report to the member states for assessment and collection of tax

owed.
¢ Means to leverage audit sources

* Avoids audit duplication
* Education and training

— Audit and legal

— Litigation and technical support

tax.idaho.gov

5

State Tax Commission

— IDAHO

State Tax Commission

Product & Miscellaneous Taxes

tax.idaho.gov




Wine Tax

Tax of 45 cents per gallon on wine sold in Idaho

Beer containing more than 4% alcohol by weight is taxed as
wine

Tax is distributed to a variety of funds:
— 83% General Fund
— 12% Substance Abuse Fund
— 5% ldaho Grape Growers and Wine Producers Commission Fund

Total collections in FY 2012: $4.2 million

tax.idaho.gov
State Tax Commission 7

Distribution of Wine Tax Revenue
FY 2012 $S4.2 Million

208, 5% ,_2, 0%

M Gen. Fund $3,454

M Substance Abuse Fund $500

IGWP Fund $208

M Refunds $2

tax.idaho.gov
State Tax Commission
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Beer Tax

e Taxenactedin 1935
* Taxis $4.65 per 31 gallon barrel or equivalent of beer sold in Idaho

* Beer containing more than 4% alcohol by weight is considered wine
and tax as wine

e Tax is distribution to a variety of funds:
— 47% General fund
— 33% Permanent building Fund
— 20% Substance Abuse Fund

Total collections in FY 2012: $4.1 million

—JDAHO tax.idaho.gov
State Tax Commission 9

Distribution of Beer Tax Revenue
FY 2012 $4.1 Million

0.00, 0%
0.80, 20% B Gen Fund $1.9
W PBFS$1.4
Substance Abuse $.8
‘ B Refunds $.002

— ][)A]—[O tax.idaho.gov
State Tax Commission 10
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Cigarette Tax

e Tax rate is 57 cents per pack of 20-unchanged since June
2003

* Taxis distributed to a variety of funds:
— General Fund
— Permanent building fund
— Cancer control fund
— Central tumor registry
— Public school fund
— County juvenile probation

* Total collections in FY 2012: $38.2 million

—JDAHO tax.idaho.gov
State Tax Commission 1

Cigarette Tax Revenue
Distribution

Total Raised $38.2 Million
“ . M Gen. Fund $11.6

= PBF $19

Cancer Fund $.4

M Pub. School Income $3.6

m County Juvenile Probation $3.6

— ]D/\]—]O tax.idaho.gov
State Tax Commission 12




Tobacco Tax

¢ 35 % tax on wholesale price of tobacco products, excluding
cigarettes

¢ Entire amount net of refunds goes to general fund

* An additional 5% of wholesale price is also collected
— Y% goes to Public School Fund
— Y% goes to Department of Juvenile Corrections

* Fiscal 2012 revenue: $10.2 million

— $8.9 million to general fund

— $637 thousand to Public School Income Fund

— $637 thousand to Department of Juvenile Corrections

tax.idaho.gov

State Tax Commission 13

Kilowatt-Hour Tax

e Levied since July 1, 1931

» Tax based on one-half mil (5.0005) per kilowatt hour on
hydro-generated electricity in Idaho

¢ Electricity used by industrial consumers and for irrigation is
exempt from tax

¢ All collections go to general fund

FY 2012 revenue: S3 million

e IDAI—IO tax.idaho.gov
State Tax Commission 14
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Mine License Tax

e Taxis 1% of “profit” on Idaho mining operations
* Levied since 1935
* Began at 3% rate in 1935, lowered to 2% in 1972 and to 1% in 2002

¢ Revenue from mines with cyanidation facility is allocated 33% to General
Fund, 34% to the Abandoned Mine Reclamation Fund and 33% to the
Cyanidation Facility Closure Fund

¢ Revenue from mine without a cyanidation facility is allocated 66% to the
General Fund and 34% to the Abandoned Mine Reclamation Fund

e FY 2012 collections: $3.2 million

—JDAHO tax.idaho.gov
State Tax Commission 15

Distribution of Mine Tax Revenue
FY 2012 $3.2 Million

153, 5%

® General Fund $2,025
® Abandoned Mine Fund $1,030
Refunds $153

— ]D/\]—]O tax.idaho.gov
State Tax Commission 16
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Fuel Taxes

tax.idaho.gov

Fuel Tax

e The Tax Commission collects fuel tax to help ITD
build and maintain Idaho roads.

e All licensed vehicles must use taxed fuel on Idaho
roads to pay for the use of the roads.

e The tax on gasoline and undyed (highway) diesel was
last raised to $.25 in 1996.

* Only federal and state government vehicles can use
untaxed (dyed) diesel on the road.

* Nontaxable use of tax-paid fuel is refundable.

e IDA]—]O tax.idaho.gov
State Tax Commission 18




IFTA

* |daho must be a member of the International Fuel Tax
Agreement to receive federal highway funds.

* |daho truckers file one return with the Tax Commission to
pay fuel taxes to all 58 IFTA jurisdictions instead of one
for every jurisdiction they travel in.

* The Tax Commission ensures truckers’ records support
fuel tax paid by Idaho truckers for all IFTA jurisdictions.

* The Tax Commission uses the same records to verify
registration applications for ITD.

e All 58 IFTA jurisdictions can collect Idaho fuel tax.

— (@] tax.idaho.gov
State Tax Commission
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CIGARETTE TAX

Description: (Title 63, Chapter 25, Idaho Code)

Idaho’s cigarette tax rate is 57 cents per pack of 20 cigarettes. The Public School Income Fund (PSIF) and
Department of Juvenile Corrections both receive 5.1746 cents per pack. The remaining amount per pack is
distributed as follows: the Permanent Building Fund receives 17.3%; the Central Tumor Registry Fund
receives 0.4% (to a maximum of the legislative appropriation); the Cancer Control Fund receives 1%; and
the General Fund receives an amount needed to fund the Bond Levy Equalization Program. All remaining
revenues flow to the Permanent Building Fund to be used to repair, remodel, and restore the Capitol and
related facilities. After these projects are adequately funded, all remaining revenues will be redirected to the
Economic Recovery Reserve Fund.

CIGARETTE TAX RATE AND DISTRIBUTION HISTORY

Rate per Cigarette Distribution of Remaining Receipts
Public County Central Water Economic
School Juvenile Tumor Perm.  Pollution Cancer Recovery
Effective Income Probation Gen. Registry Building  Control  Control Reserve
Date Total Fund Fund Fund Fund®3 Fund* Fund Fund Fund
May-1945| $0.001000 100.0%
Jul-1947] $0.001500 100.0%
Jul-1955| $0.002000 100.0%
Jul-1959] $0.002500 100.0%
Jul-1961| $0.003000 $0.00250 $0.0005
Jul-1963| $0.003500 $0.00300 $0.0005
Jul-1972| $0.004550 $0.00350 $0.00005 to $40,000 $0.0005 $0.0005
Jul-1974] $0.004550 Balance 1.099% to $40,000 10.989% 10.989%
Jul-1975] $0.004550 Balance 1.099% to $55,000 10.989% 10.989%
Jul-1978| $0.004550 Balance 1.099% to $70,000 10.989% 10.989%
Jul-1979] $0.004550 Balance 1.099% to $70,000 10.989% 10.989% 3.645%
Jul-1980] $0.004550 Balance 1.099% to $85,000 10.989% 10.989% 3.645%
Jul-1982] $0.004550 Balance 1.099% to $95,000 10.989% 10.989% 3.645%
Jul-1984] $0.004550 Balance 1.099%to $100,000 10.989% 10.989% 3.645%
Mar-1987| $0.009000 * Balance! 1.099%to $100,000 10.989% 10.989% 3.645%
Jul-1987] $0.009000 Balance 1.000%to $100,000 43.300% 6.700% 2.500%
Jul-1989] $0.009000 Balance 1.000%to $110,000 43.300% 6.700% 2.500%
Jul-1994| $0.014000 $0.005000 Balance 1.000% 43.300% 6.700% 2.500%
Mar-1995| $0.014000 $0.002500 $0.002500|Balance 1.000% 43.300% 6.700% 2.500%
Jul-2000] $0.014000 $0.002500 $0.002500|Balance 1.000% 43.300% 0.000% 2.500%
Jun-2003| $0.028500 $0.002587 $0.002587|Balance 1.000% 43.300% 0.000% 2.500%
Jul-2003| $0.028500 $0.002587 $0.002587]21.25% plus balance up to $23.5 M 0.400% 17.300% 0.000% 1.000% Balance above $23.5M
Jul-2004] $0.028500 $0.002587 $0.002587|21.25% 0.400% 17.300% 0.000% 1.000% Balance
Jul-2006| $0.028500 $0.002587 $0.002587|Bond Lew Equalization Appropriation  0.400% 17.300% 0.000% 1.000%
+ Balance
Jul-2007| $0.028500 $0.002587 $0.002587|Bond Lew Equalization Appropriation  0.400% 17.300% 0.000% 1.000%
up to $6.535 million. + Balance
Jul-2008| $0.028500 $0.002587 $0.002587|Bond Lew Equalization Appropriation  0.400% 17.300% 0.000% 1.000%
up to $7.770 million. + Balance
Jul-2009| $0.028500 $0.002587 $0.002587|Bond Lew Equalization Appropriation  0.400% 17.300% 0.000% 1.000%
less Lottery Contribution. + Balance
Jul-2010| $0.028500 $0.002587 $0.002587|Bond Lew Equalization Appropriation  0.400% 17.300% 0.000% 1.000%
of $14.4 million. + Balance
Jul-2011| $0.028500 $0.002587 $0.002587|Bond Lewy Equalization Appropriation 0.400% 17.300% 0.000% 1.000%
of $11.6 million. + Balance
Jul-2012| $0.028500 $0.002587 $0.002587|Bond Lewy Equalization Appropriation 0.400% 17.300% 0.000% 1.000%
of $13.1 million. + Balance
Jul-2013| $0.028500 $0.002587 $0.002587|Bond Lew Equalization Appropriation  0.400% 17.300% 0.000% 1.000%
less Lottery Contribution. + Balance

1. FromMarch 1, 1987 to July 1, 1987 the additional $.00445 w as all distributed to the General Fund.

2. The Central Tumor Registry Fund receives the lesser of its percentage or its dollar cap.

3. On July 1, 1994 the $110,000 limit w as replaced w ith a limit not to exceed the legislative appropriation.
4. Receives balance until Capitol restoration is completed, then balance accrues to Economic Recovery Reserve Fund.




Basis of Projection:

The projections of General Fund revenues from this source for FY 2013 and FY 2014 are based on a

subjective assessment of recent collections history, Idaho population growth, cigarette taxes in border
states, and the trend toward decreased per capita cigarette consumption.

Historical Data:

CIGARETTE TAX

($ THOUSANDS)
Distributions
Base Additional Water Central Public  County Economic
Perm. Perm. Pollution Cancer Tumor School Juwenile Recowery
Gross Gen. Building  Building Control  Control Registry Income Probation Reserve

Year Collections| Fund Fund Fund Refunds Fund Fund Fund Fund Fund Fund
Fy8l Actual 9,331.1] 6,802.3 1,017.8 0.0 70.7 1,017.8 337.6 85.0
FY82 Actual 9,244.3] 6,717.1 1,004.7 0.0 99.5 1,004.7 333.2 85.0
FY83 Actual 9,288.9] 6,746.1 1,010.8 0.0 91.0 1,010.8 3353 95.0
FY84 Actual 8,989.8| 6,523.7 978.0 0.0 90.8 978.0 3244 95.0
FY85 Actual 8,854.8[ 6,405.2 960.1 0.0 114.9 960.1  318.5 96.0
FY86 Actual 8,5636.9( 6,150.2 922.3 0.0 143.9 922.3  305.9 92.2
FY87 Actual| 10,552.8] 8,193.4 911.8 0.0 142.2 911.8 302.4 91.2
FY8s8 Actual| 15,033.9| 6,921.0 6,399.8 0.0 253.8 989.8 369.5 100.0
FY89 Actual| 14,782.8| 6,792.8 6,283.4 0.0 271.6 972.3 362.8 100.0
FY90 Actual| 12,738.7| 5,884.3 5,464.3 0.0 119.1 8455 3155 110.0
FYo91 Actual| 14,696.2| 6,863.4 6,356.8 0.0 15.4 983.6 367.0 110.0
FY92 Actual| 15,205.6| 7,072.3 6,547.2 0.0 85.0 1,013.1 378.0 110.0
FY93 Actual| 15,029.6] 6,995.1 6,490.5 0.0 40.0 1,004.3 3747 125.0
FY94 Actual| 16,394.3| 7,605.6 7,047.1 0.0 119.4 1,090.4  406.9 125.0
FY95 Actual| 23,270.6| 7,245.6 6,733.5 0.0 63.8 10419 3888 141.0 6,537.6 1,1184
FY96 Actual| 25,228.0| 7,476.5 6,944.0 0.0 2819 1,074.5 400.9 141.0 4,454.6 4,454.6
FY97 Actual| 25,053.3|] 7,486.5 6,953.0 0.0 74.7 1,075.9 401.4 141.0 4,460.4 4,460.4
FY98 Actual| 24,951.0| 7,476.9 6,944.3 0.0 3.7 1,0745 400.9 141.0 4,454.8 4,454.8
FY99 Actual| 24,195.2| 7,230.0 6,732.5 0.0 8.9 11,0417 388.7 1555 4,318.9 4,318.9
FY00 Actual| 24,417.9| 7,295.4 6,789.7 0.0 22.3 1,050.6 392.0 156.6 4,355.7 4,355.7
FYO01 Actual| 23,550.6] 7,980.8 6,495.7 0.0 214.9 0.0 375.0 150.0 4,167.1 4,167.1
FY02 Actual| 23,410.3] 8,000.5 6,511.7 0.0 17.0 0.0 376.0 150.4 4,177.3 4,177.3
FYO03 Actual| 24,215.0| 8,259.9 6,722.9 0.0 63.1 0.0 388.2 155.3 4,312.8 4,312.8
FYO04 Actual| 45,718.9] 30,040.5 6,402.0 0.0 254.0 0.0 370.1 148.0 4,252.1 4,252.1 0.0
FYO05 Actual| 45,200.9| 7,814.9 6,362.3 0.0 45.2 0.0 367.8 147.1 4,209.9 4,209.9 22,043.9
FYO06 Actual| 46,372.0| 7,983.4 6,499.5 0.0 105.3 0.0 375.7 150.3 4,348.8 4,348.8 22,560.3
FYQo7 Actual| 47,731.8| 1,000.0 6,703.4 30,501.9 8.8 0.0 387.5 155.0 4,487.6 4,487.6 0.0
FY08 Actual| 46,216.4| 6,535.0 6,486.7 23,948.9 106.2 0.0 375.0 150.0 4,307.3 4,307.3 0.0
FY09 Actual| 44,391.9] 7,770.0 6,233.1 21,521.8 4.4 0.0 360.3 1441 4,179.1 4,179.1 0.0
FY10 Actual| 39,697.2| 16,900.0 5,563.3 9,244.4 39.4 0.0 321.6 128.6 3,749.9 3,749.9 0.0
FY11 Actual| 39,476.7| 14,400.0 5,540.1 11,635.1 16.1 0.0 3202 1281 3,718.6 3,718.6 0.0
FY12 Actual| 38,250.3| 11,606.2 5,369.9 13,635.6 3.0 0.0 3104 1242 3,603.6 3,603.6 0.0
FY13  Projection| 37,434.2| 13,077.0 5,245.8 11,575.2 83.0 0.0 3032 121.3 3,514.3 3,514.3 0.0
FY14  Projection| 36,268.4| 4,577.0 5,082.0 19,305.3 83.0 0.0 293.8 1175 3,404.9 3,404.9 0.0




TOBACCO PRODUCTS TAX

Description: (Title 63, Chapter 25, Idaho Code)

Idaho levies a 35% tax on the wholesale price of tobacco products, except for cigarettes. This entire amount,
net of refunds, is remitted to the General Fund. An additional 5% of the wholesale price is also collected.
Half of this additional amount is earmarked for the Public School Income Fund, with $250,000 appropriated
to Idaho State Police. The other half of the 5% collected is distributed to the Department of Juvenile
Corrections for county juvenile probation services.

TOBACCO TAX RATE
AND DISTRIBUTION HISTORY

Percent of Wholesale Price Distributed to Fund
Water Public County
Pollution School Juvenile
Effective Control Gen. Income Probation
Date Fund Fund Fund Fund
Jul-1972 35.0% 0.0% 0.0% 0.0%
Jul-1994 35.0% 0.0% 5.0% 0.0%
Mar-1995 35.0% 0.0% 2.5% 2.5%
Jul-1996 35.0% 0.0% 2.5% 2.5%
Jul-2000 0.0% 35.0% 2.5% 2.5%

1. $250,000 of this amount goes to Idaho State Police.




Basis of Projection:

The projections of General Fund revenues from this source for FY 2013 and FY 2014 are based on a
subjective assessment of recent collections history and forecasted national tobacco expenditures.

Historical Data:

TOBACCO TAX

$ THOUSANDS
Distributions
Water Public  County
Pollution School Juwenile

Gross Gen. Control Income Probation
Year Collections| Fund Refunds Fund Fund Fund
Fysi Actual 0.0 0.0 0.0
FY82 Actual 0.0 0.0 0.0
FY83 Actual 0.0 0.0 0.0
Fys4 Actual 0.0 0.0 0.0
FY85 Actual 0.0 0.0 0.0
FY86 Actual 1,350.7 0.0 7.7 1,343.0 0.0 0.0
FY87 Actual 1,401.4 0.0 1.3 1,400.1 0.0 0.0
FY8s Actual 1,533.2 0.0 1.6 11,5315 0.0 0.0
FY89 Actual 1,556.8 0.0 0.1 1,556.7 0.0 0.0
FY90 Actual 1,778.4 0.0 3.9 11,7745 0.0 0.0
FYo1l Actual 1,934.4 0.0 49.4 1,885.0 0.0 0.0
FYo92 Actual 2,235.8 0.0 43 2,231.5 0.0 0.0
FY93 Actual 2,475.5 0.0 5.6 2,469.9 0.0 0.0
FY94 Actual 2,874.6 0.0 15.5 2,859.0 0.0 0.0
FY95 Actual 3,605.4 0.0 2.3 3,167.1 381.8 54.2
FY96 Actual 3,825.7 0.0 5.0 3,343.1 238.8 238.8
FY97 Actual 4,001.8 0.0 89.3 3,423.4 244.5 244.5
FYo98 Actual 4,070.5 0.0 56.0 3,512.7 250.9 250.9
FY99 Actual 4,307.6 0.0 3.2 3,766.4 269.0 269.0
FYO00 Actual 4,391.1 0.0 7.3 3,835.8 274.0 274.0
FYO1 Actual 4,723.0] 4,062.8 79.8 0.0 290.2 290.2
FYO02 Actual 4,946.8| 4,313.1 17.5 0.0 308.1 308.1
FYO03 Actual 5,336.8| 4,666.1 4.2 0.0 333.3 333.3
FY04 Actual 6,285.5| 5,489.1 12.2 0.0 392.1 392.1
FYO05 Actual 6,582.7| 5,747.4 14.1 0.0 410.5 410.5
FYO06 Actual 7,041.4 6,156.0 6.0 0.0 439.7 439.7
FYo7 Actual 7,531.4| 6,548.2 47.8 0.0 467.7 467.7
FYO08 Actual 8,349.6] 7,200.5 120.4 0.0 514.3 514.3
FYO09 Actual 8,467.0| 7,358.3 57.5 0.0 525.6 525.6
FY10 Actual 8,961.9| 7,819.0 25.9 0.0 558.5 558.5
FY11 Actual 9,849.1| 8,475.5 162.8 0.0 605.4 605.4
FY12 Actual| 10,204.3| 8,925.5 3.7 0.0 637.5 637.5
FY13 Projection| 10,471.7( 9,140.1 22.6 0.0 654.5 654.5
Fy14 Projection| 10,588.8( 9,242.6 22.6 0.0 661.8 661.8




BEER TAX

Description: (Title 23, Chapter 10, Idaho Code)

A total tax of $4.65 per 31-gallon barrel, or its equivalent, is levied on beer sold in Idaho. Beer containing
more than 4% alcohol by weight is considered to be wine for tax purposes. Of the total beer tax, 20% is
distributed to the Substance Abuse Treatment Fund, 33% to the Permanent Building Fund, and the
remainder (47%) to the General Fund. Historical rates of the tax and its distribution are listed below.

BEER TAX RATE AND DISTRIBUTION HISTORY

Rate
Effective | Per 31 Gal.
Date Barrel Distribution Mechanism
Mar-1935 $1.55 |50% to General Fund (GF); 50% to Public School Income Fund.
Jul-1939 $1.55 |100% to GF.
Jul-1947 $3.10 |100% to GF.
Jul-1961 $4.65 |$3.10 to GF; $1.55 to Permanent Building Fund (PBF).
Jul-1980 $4.65 |$2.17 to GF; $1.55 to PBF; $.93 to Alcoholism Treatment Fund (ATF).
Jul-1986 $4.65 |47% to GF; 33% to PBF; 20% to ATF.
Jul-2007 $4.65 |47% to GF; 33% to PBF; 20% to Substance Abuse Treatment Fund (SATF).




Basis of Projection:

The projections of General Fund revenue from this source for FY 2013 and FY 2014 are based on an
assessment of recent collections, Idaho personal income, and a trend factor.

Historical Data:

BEER TAX
($ THOUSANDS)
Distributions
Perm. Alcoholism Substance Abuse
Gross Gen. Building Treatment Treatment

Year Collections Fund Fund Refunds Fund Fund
FY81l Actual 3,215.4 1,498.8 1,068.9 4.7 642.9
FY82 Actual 3,574.6 1,669.0 1,190.5 0.9 714.3
FY83 Actual 3,532.0 1,650.3 1,176.0 0.0 705.6
Fys4 Actual 3,442.5 1,607.0 1,147.1 0.0 688.3
FY85 Actual 3,422.2 1,597.5 1,140.1 0.5 684.1
FY86 Actual 3,312.6 1,545.5 1,103.5 1.6 662.1
FY87 Actual 3,311.6 1,554.9 1,091.8 3.2 661.7
FY88 Actual 3,251.7 1,527.6 1,072.6 1.4 650.0
FY89 Actual 3,244.5 1,509.9 1,060.1 31.9 642.5
FY90 Actual 3,304.6 1,552.1 1,089.8 2.2 660.5
FYo1 Actual 3,414.7 1,602.5 1,125.2 5.1 681.9
FY92 Actual 3,5625.6 1,656.9 1,163.4 0.3 705.1
FY93 Actual 3,621.6 1,701.6 1,194.7 1.2 724.1
FYo4 Actual 3,643.1 1,711.8 1,201.9 1.0 728.4
FY95 Actual 3,621.7 1,654.1 1,161.4 2.3 703.9
FY96 Actual 3,455.6 1,620.9 1,138.1 7.0 689.7
FY97 Actual 3,468.6 1,629.9 1,144.4 0.8 693.6
FY98 Actual 3,445.8 1,619.4 1,137.0 0.2 689.1
FY99 Actual 3,585.6 1,683.9 1,182.3 2.8 716.5
FYO00 Actual 3,737.0 1,754.2 1,231.7 4.6 746.5
FYo1 Actual 3,866.4 1,816.5 1,275.4 1.4 773.0
FY02 Actual 3,993.7 1,876.7 1,317.7 0.6 798.6
FY03 Actual 4,070.9 1,912.8 1,343.1 1.0 814.0
FYo04 Actual 4,159.9 1,955.0 1,372.7 0.3 831.9
FYO05 Actual 4,142.1 1,946.3 1,366.6 1.0 828.2
FY06 Actual 4,245.6 1,985.5 1,394.0 21.2 844.9
FYo7 Actual 4,542.1 2,133.5 1,498.0 2.6 907.9
FYo08 Actual 4,587.6 2,147.6 1,507.9 18.3 0.0 913.9
FYO09 Actual 4,353.8 2,038.8 1,431.5 15.9 0.0 867.6
FY10 Actual 4,404.2 2,069.7 1,453.2 0.5 0.0 880.7
Fy1l Actual 4,213.9 1,971.1 1,383.9 20.1 0.0 838.8
Fy12 Actual 4,138.7 1,944.1 1,365.0 2.2 0.0 827.3
FY13 Projection 4,054.0 1,903.9 1,336.8 3.2 0.0 810.2
Fy14 Projection 4,142.9 1,945.6 1,366.1 3.2 0.0 827.9




WINE TAX

Description: (Title 23, Chapter 13, Idaho Code)

A tax of 45 cents per gallon is levied on wine (and beer containing more than 4% alcohol by weight) sold in
Idaho. Of the total wine tax, 12% is distributed to the Substance Abuse Treatment Fund, 5% to the Idaho
Grape Growers and Wine Producers Commission Fund, and the remainder (83%) to the General Fund.
Historical rates of the tax and its distribution are listed in the table below.

WINE TAX RATE AND DISTRIBUTION HISTORY
Rate State
Effective Per of
Date Gallon Origin Distribution Mechanism
Jul-1971| $0.45 All 100% to General Fund (GF).

Jul-1980| $0.45 All $0.40 to GF; $0.05 to Alcoholism Treatment Fund (ATF).

Jul-1984| $0.20 | Idaho |$0.15 to GF; $0.05 to ATF.
$0.45 |Non-ldaho|$0.40 to GF; $0.05 to ATF.

Jul-1986| $0.20 | Idaho |88% to GF; 12% to ATF.
$0.45 |Non-ldaho{88% to GF; 12% to ATF.

Jul-1988( $0.45 All 88% to GF; 12% to ATF.

Jul-1994| $0.45 All 83% to GF; 12% to ATF; 5% to Idaho Grape Growers & Wine Producers Commission Fund.
Jul-2007| $0.45 All 83% to GF; 12% to Substance Abuse Treatment Fund (SATF);
5% to Idaho Grape Growers & Wine Producers Commission Fund.




Basis of Projection:
The projections of General Fund revenue from this source for FY 2013 and FY 2014 are based on a
subjective assessment of recent collection history, the rising popularity of microbrewery beers, and Idaho

population growth.

Historical Data:

WINE TAX
($ THOUSANDS)
Distributions
Substance ID Grape Growers
Alcoholism Abuse & Wine Producers
Gross Gen. Treatment Treatment Commission
Year Collections Fund Refunds Fund Fund Fund
Fysi Actual 609.0 526.9 14.6 67.5
FY82 Actual 759.1 675.3 0.0 83.8
FY83 Actual 778.1 692.2 0.0 85.9
FY84 Actual 837.5 744.7 0.0 92.9
FY85 Actual 872.4 767.0 6.2 99.2
FY86 Actual 955.2 844.7 0.9 109.6
FY87 Actual 985.4 862.1 5.7 117.6
FY8s Actual 989.1 866.7 4.2 118.2
FY89 Actual 905.9 788.7 9.6 107.6
FY90 Actual 880.7 771.3 4.2 105.2
FYol Actual 853.2 750.1 0.8 102.3
FY92 Actual 907.1 753.1 51.3 102.7
FY93 Actual 856.4 750.5 35 102.3
FYo94 Actual 918.4 806.2 2.2 109.9
FY95 Actual 1,375.5 1,140.5 0.7 165.0 69.3
FY96 Actual 1,840.4 1,524.1 4.2 220.3 91.8
FY97 Actual 2,005.4 1,663.7 1.0 240.5 100.2
FY98 Actual 2,170.7 1,800.8 1.0 260.4 108.5
FY99 Actual 2,294.1 1,904.0 0.2 275.3 114.7
FYO00 Actual 2,375.4 1,963.1 10.2 283.8 118.3
FYo1l Actual 2,295.5 1,898.2 8.5 274.4 114.3
FY02 Actual 2,300.8 1,884.8 30.0 272.5 113.5
FYO03 Actual 2,372.7 1,969.0 0.4 284.7 118.6
FYo4 Actual 2,576.9 2,138.0 1.0 309.1 128.8
FYO05 Actual 2,810.1 2,331.8 0.7 337.1 140.5
FYO06 Actual 2,947.2 2,428.1 21.8 351.0 146.3
FYO07 Actual 3,006.2 2,483.2 14.3 359.0 149.6
FYO08 Actual 3,124.9 2,581.7 14.4 0.0 373.3 155.5
FY09 Actual 3,964.7 3,280.1 12.9 0.0 474.2 197.6
FY10 Actual 3,636.2 3,000.2 21.5 0.0 433.8 180.7
FY11l Actual 3,880.8 3,210.7 12.5 0.0 464.2 193.4
Fy12 Actual 4,163.7 3,454.1 2.1 0.0 499.4 208.1
FY13 Projection 4,482.1 3,714.2 7.1 0.0 537.0 223.7
FY14 Projection 4,619.1 3,827.9 7.1 0.0 553.4 230.6




KILOWATT-HOUR TAX

Description: (Title 63, Chapter 27, Idaho Code)

Revenue is derived from a one-half mill (50.0005) per kilowatt-hour tax on hydro-generated electricity in
Idaho. Electricity used by industrial consumers and for irrigation is exempt from this tax. All collections
accrue to the General Fund. This tax has been levied since July 1, 1931.

Basis of Projection:

Kilowatt-hour tax receipts for FY 2013 and FY 2014 are based on an assessment of recent collection history
in comparison to river flows and water availability.



Historical Data:

KILOWATT-HOUR TAX

($ THOUSANDS)
Distributions
Gross Gen.

Year Collections Refunds Fund

FY81l Actual 1,607.5 0.0 1,607.5
FY82 Actual 1,755.6 0.0 1,755.6
FY83 Actual 2,176.9 0.0 2,176.9
FY84 Actual 2,412.7 0.0 2,412.7
FY85 Actual 2,270.6 0.0 2,270.6
FY86 Actual 2,100.9 0.0 2,100.9
FY87 Actual 1,819.2 0.0 1,819.2
FY88 Actual 1,487.0 0.0 1,487.0
FY89 Actual 1,593.6 0.0 1,593.6
FY90 Actual 1,677.0 0.0 1,677.0
FYyol Actual 1,783.2 0.0 1,783.2
FY92 Actual 1,615.8 5.3 1,610.5
FY93 Actual 1,478.7 29.4 1,449.3
FYyo4 Actual 2,125.0 37.0 2,088.0
FY95 Actual 1,686.5 0.0 1,686.5
FY96 Actual 2,947.0 57.1 2,889.9
FY97 Actual 2,973.6 0.0 2,973.6
FY98 Actual 3,239.9 0.0 3,239.9
FY99 Actual 2,885.7 0.0 2,885.7
FY00 Actual 2,800.4 35.0 2,765.4
FYo01 Actual 1,796.3 0.0 1,796.3
FYO02 Actual 1,794.7 0.0 1,794.7
FY03 Actual 1,803.7 6.7 1,797.0
FY04 Actual 1,827.0 0.0 1,827.0
FYO05 Actual 1,534.4 0.0 1,534.4
FY06 Actual 2,285.2 0.0 2,285.2
FYO07 Actual 2,259.2 0.0 2,259.2
FY08 Actual 1,599.2 0.0 1,599.2
FY09 Actual 2,018.2 0.0 2,018.2
FY10 Actual 2,138.2 0.0 2,138.2
FY1l Actual 2,430.0 0.0 2,429.9
FY12 Actual 2,981.6 0.0 2,981.6
FY13 Projection 2,800.0 0.0 2,800.0
FY14 Projection 2,600.0 0.0 2,600.0




MINE LICENSE TAX

Description: (Title 47, Chapter 12, Idaho Code)

Revenue is derived from a 1% "profit" tax on Idaho mining operations. This tax has been levied since 1935. It
was initially set at 3%. It was lowered to 2% in 1972 and lowered again to 1% in 2002. For mining operations
without a cyanidation facility, 66% of the collections accrue to the General Fund and the remainder (34%)
goes to the Abandoned Mine Reclamation Fund. The distribution for the mine license tax collected from
mining operations with cyanidation facilities is slightly different. Thirty-three percent of the tax collections
from operations with a cyanidation facility are distributed to the General Fund, 33% goes to the Cyanidation
Facility Closure Fund, and the remainder (34%) goes to the Abandoned Mine Reclamation Fund. The sharp
General Fund increase in FY 1999 and the sharp refund increase in FY 2000 are due to a large payment
($1.25 million) that was made under protest in FY 1999 then refunded in FY 2000.

Basis of Projection:
The projections of General Fund revenue from this source for FY 2013 and FY 2014 are based on a

subjective assessment of recent collections history, the current and future levels of employment in mining,
and relative mineral prices.



Historical Data:

MINE LICENSE TAX

($ THOUSANDS)
Distributions
Cyanidation Abandoned
Gross Facility Closure Mine Reclamation Gen.

Year Collections Refunds Fund Fund Fund

FYsl Actual 2,145.2 27.6 2,117.6
FY82 Actual 2,449.4 4.7 2,444.7
FY83 Actual 687.6 14.3 673.3
FY84 Actual 1,106.2 0.9 1,105.3
FY85 Actual 676.1 90.9 585.2
FY86 Actual 380.6 12.0 368.7
FY87 Actual 283.5 0.3 283.2
FY88 Actual 570.8 0.0 570.8
FY89 Actual 215.8 2.6 213.2
FY90 Actual 278.0 25.0 253.0
FY9l Actual 471.8 1.0 470.9
FY92 Actual 588.7 3.1 585.7
FY93 Actual 441.7 331.8 109.9
FY94 Actual 487.6 14.4 473.2
FY95 Actual 291.0 1.2 289.9
FY96 Actual 800.8 0.0 800.8
FY97 Actual 764.7 101.4 663.4
FY98 Actual 1,101.3 140.8 960.5
FY99 Actual 2,241.0 258.1 1,982.9
FY0O0 Actual 1,038.3 1,344.4 353.0 -659.1
FYOo1 Actual 245.3 64.5 61.5 119.3
FY02 Actual 1,236.8 0.3 420.4 816.0
FY03 Actual 107.2 53.1 18.4 35.7
FY04 Actual 115.3 6.3 37.0 71.9
FY05 Actual 53.2 3.0 0.0 17.1 33.1
FY06 Actual 404.8 2.1 0.0 136.9 265.8
FYO07 Actual 3,569.8 16.4 0.0 1,208.1 2,345.2
FY08 Actual 3,829.5 3.9 0.0 1,300.7 2,524.9
FY09 Actual 1,430.0 3.1 0.0 485.2 941.8
FY10 Actual 2,723.3 0.5 0.0 925.8 1,797.1
FYi11 Actual 2,417.8 90.4 0.0 791.3 1,536.1
FY12 Actual 3,220.4 152.8 0.0 1,043.0 2,024.7
FY13  Projection 3,030.3 22.3 0.0 1,030.3 2,000.0
FY14  Projection 3,333.3 18.4 0.0 1,133.3 2,200.0
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Objectives

» Learn about how property tax fits into
ldaho’s taxes

« Understand tax burden

* Understand property tax
— How is property assessed?
— What types of property are there?
— Who pays how much?
— Who spends property tax?
— How are property taxes determined? /
— How do we relieve property tax?
— What are the recent trends?




Common definitions adapted from the Glossary fo
Property and Assessment published by the IAAO

* “Property” - Is an aggregate of things or rights
to things. These rights are protected by law so
property is the legal interest of an owner in a
parcel or thing. There are two basic types of
property: real and personal.

“Real Property” - land plus anything
permanently attached to the land.

“Personal Property” - every kind of property
that is not real property and is moveable without
damage to itself or the real property. The are
two basic types of personal property: tangible
and intangible.

W

Common definitions adapted from the Glossary fq
Property and Assessment published by the 1AA(

» “Tangible Personal Property” — Personal
property that has a substantial physical
presence beyond merely representational.
Common examples are automobiles, boats,
and jewelry.

* “Intangible Personal Property” — Property
that has no physical presence beyond merely
representational. Its value lies chiefly in what it
represents. Examples include corporate stock,
bonds, money on deposit, goodwill, patents and
trademarks, and franchises. Intangible
personal property generally is exempt.

L\




Definition from Idaho’s Property Tax Code

"Operating property" means real and personal property operated in
connection with any public utility, railroad or private railcar fleet, wholly
or partly within this state, and which property is necessary to the
maintenance and operation of the public utility, railroad or private railcar
fleet, and the roads or lines thereof, and includes all rights-of-way
accompanied by title; roadbeds; tracks; pipelines; bargelines; equipment
and docks; terminals; rolling stock; equipment; power stations; power
sites; lands; reservoirs, generating plants, transmission lines,
distribution lines and substations; and all title and interest in such
property, as owner, lessee or otherwise.

|daho Property Tax Essentials

¢ Current, annually determined, market value base
(except farm use value and timber formula based
value) - $104.2 Billion in 2012 ($106.7 billion in 2011)

* Budget based: Budget $ + Taxable Value = Levy Rate
— Uniform rate for all classes of property (minor exceptions)

— Independently determined rates for each of about 1,000
taxing districts

* Except with voter approval, annual increase in
budgets ($) limited to 3% plus new construction,
annexation, and previously foregone increases
— No additional budget due to increased value of existing property
— Growth in individual property taxes may vary from this figure:

« If value of one property up more than another, the property with
the greater increase will pay a higher proportion of the total
property tax.

« If so, taxes on another property increase less or decrease. 3




Property Tax Essentials (cont.)

* Tax is levied on most real and business
personal property
» Tax is generated and used locally:

— ~$105,000 to state public school income fund (taxes
on small railcar companies paid directly to state)

— $1,433.6 Million (2012) to local units of government
— $ 55.4 Million (2012) to urban renewal agencies

* Many varieties of tax relief are available
— Exemptions partial and full

— Circuit Breaker (state pays part (sometimes all) of
property tax)

Tax on Business Personal Proper

» Personal property taxes in ldaho were between
$132 and $141* million out of $1,434 million in total
property taxes in 2012 (9% - 10% statewide, but
much higher in some counties and some districts).

* In addition to furniture, fixtures, machinery, and
equipment, the above figure for personal property
tax includes rail cars and certain other portions of
operating property.

— Based on county assignments of property to personal
property categories for locally assessed

— Based on percentage assignments by STC staff for
operating property (public utilities and railroads)

*Does not include $9 million tax on personal property paid to urban renewal
agencies; but includes portion of operating property assumed to be equivalen

g
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20082009 Personal Property Tax Legislatiof

HB599 creates a partial personal property tax exemption
— Up to $100,000 in assessed value per taxpayer per county
— Some personal property does not qualify:
» Operating property (railroads and public utilities)
» Improvements — on leased and public land
* Net profit of mines
* Mobile homes
+ Effective date :
— Not in effect for 2013
— Only in effect in 2014 if state revenue for year ending June 30,
2013 up by >5% over FY 2008 (would take about 18% increase)
(no time certain for implementation if revenue increase trigger fails)
* Replacement money - state to provide to local govts.
Once in effect (cost estimated to be $18 million annually)
* Reporting —
— taxpayers must continue to file personal property declarations by
March 15 (except re HB83) (Nov. 1 for transient (eg. Construction))
— HB 83 (2009) — may file affidavit after first year

What if Business Personal
Property Were Fully Exempt?

* Tax Base (ie: underlying taxable value)
would decrease

— Without replacement
» Tax rates increase to generate same revenue
(default) — tax burden shifts to non-exempt property
— May be constrained by levy rate limits
— May be precluded if legislation forces budget reductions

» Urban renewal agencies lose revenue (heavily
dependent on personal property)

— With replacement from state
» Tax rates do not increase (if full replacement)

10




Significant Changes in Idaho Property
Values and Taxes beginning in 2006

« Homeowner’s exemption increased —
— Was locked at 50%, up to $50,000 from 1983 — 2006
— Upper limit changed to $75,000 in 2006 and tied to HPI for future
+ $89,250 in 2007
$100,938 in 2008
$104,471 for 2009
$101,153 for 2010 (given decline in HPI for Idaho)
$92,040 for 2011 (given larger decline in HPI for Idaho)
$83,974 for 2012
$81,000 for 2013
» School general property tax eliminated in most school districts —
beginning in 2006
— Typically had been about 19% of tax
— Lowered total (net) property taxes by 11% average from 2005 - 2006
» Total taxable property values rose through 2008, but decreased 2% in
2012 after 5% drop in 2011 and 9.7% decrease in 2010.

» Property taxes increased 2.0% from 2009 to 2010 + increased 0.9%
from 2010 — 2011 and 3.8% in 2012
- Effective 2012 average tax rate:
— Homes: 0.72% (of full mv before homeowner’s exemption) "
— Business: 1.59%

2004 - 2012 Statewide
Taxable Value Changes

Category of % Change in | % of Total % of Total % Change in

Property Taxable Value| Taxable Taxable Value | Taxable Value

2004-2008 | Value 2004 2012 2008-2012
Residential + 81.9 64.0 63.1 -27.7
Commercial + 51.0 25.1 27.4 - 3.7
Agricultural* + 14.7 4.9 3.4 + 17.8
Timber + 18.3 1.1 0.8 - 22.0
Mining + 96.7 0.3 0.6 + 12.4
Utilities & RR + 10.8 4.6 4.8 + 27.3
All Property + 66.9 NA NA - 20.1

Note: Realignment of categories included in agricultural grouping invalidates direct
comparison between 2004 and 2012 proportions.




10 Year Chart of Taxable Value Changes
by Major Property Category
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New Construction v. Increases in Existing
Property Values & Taxes: 2011 — 2012

Cateqgory of Property |Overall Existing Existing
Percent Property Property
change in Value % Tax %
Value Change Change

Primary Residential| - 3.4% -46% | + 1.3%

(eligible for

homeowner’s

exemption)

Other Residential - 6.5% -7.7% | - 0.7%

Commercial and + 0.4% - 05% | + 55%

industrial




Assessment of Property —
System of Valuation

* General requirement

— ldaho Code (IC)8 63-205 requires annually
updated current market value

— Exceptions apply through full or partial exemptions
or property brought into the state for part of the
year

* Recognized appraisal methods to be
employed in determining assessed value
(Rule 217)

 All property taxable unless expressly exempt

15

Frequency of Assessment

“All real, personal and operating property subject to
property taxation must be assessed annually....”

(IC 63-205)

— County assesses real and personal property — personal
property is self-reported annually (lists updated)

— STC assesses operating property - (utilities and railroads)

“Taxable property shall be appraised or indexed

annually to reflect current market value.” (IC 63-314)

— Appraisal includes field inspection (required at least every
5 years).

— Property not appraised in given year must be indexed to
current market value.

— Current market value this year is the value of the property
as of January 1, 2013 °




Variations from Sale Price as
| ndicator of Market Value

Farmland — based on productivity value,
including long term income and interest rates

Timberland — based on legislated formula

Operating property — appraised as operating
unit, with value apportioned to each taxing
district based on legislated formula

Low income section 42 housing — based on
legislated formula
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Property Tax Myths v. Facts

Topic Myth Fact

Who pays? It's all a tax on Primary residences pay
homes about 41.7% of tax (2012)

Who spends? | It's all schools Schools = 29.4% (as of
(conversely, 2012)
schools = $0)

How significant |It's the only Overall in FY 2010 it

is property tax | source of represented 24.3% of

revenue? revenue for local |local government general
governments revenue; 94.2% of tax

revenue

What happens |Higher taxable Total property tax revenue

when existing |value = more unchanged, burden shifts

property value |revenue for govt.

increases?
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Property Tax by District Type
2011-2012

Comparison of Total Taxing Districts
Against Total Taxing Districts that Levy
for Years 2011 and 2012
11/1/2012
2011 2011 2012 2012
DISTRICT NAME NUMBER OF | DISTRICTS | NUMBER OF |DISTRICTS
DISTRICTS LEVYING DISTRICTS LEVYING
Ambulance 25| 25 25) 25|
Auditorium 3 2| 3 2
Cemetery 180 17§ 189 18
There are 1’ 105 Cities 201 197 201 191
taxing districts  [Communiy Coleges 3 3 3] 3]
. Counties 44 44 44 44
al’ld 964 |eV|ed Drainage 1] 0 1] 0
H Fire 157 157 157 157
property taX n Flood Control 15 10 15 11
2012. Highway-County Road & Bridge 98 74 o8 77
Hospital 17| 16 17| 16|
Infrastructure 1 1 1 1
Levee 1 0 1] 0
Library 56 55| 56 55
Abatement 23 22 23] 22
Pest Control 5] 5| 5| 5|
Port 1] 1 1] 1]
Recreation 34 29 34 28
Regional Airport 0 0| [y 0|
School 115 114 119 114
Sewer 33| 11 36| 13
Sewer & Water 54 14 54 13
\Water 26| 5 26| 5|
\Watershed Improvements 9 1 9| 1]
TOTALS: 1107 954 110§ 964 19

2012 Property Tax Use

3.1% $ 4.7 Mill
Cemetery
City 27.1% // 16.4% $ 24.8 Mil|
$ 388.6 Mill / Jr. College

School 29.4%
$421.1 Mmill

36.7% $55.5 Mill
Fire

Other 10.5%

$ 151.2 Mill
43.8% $66.3 Mill
N N Miscellaneous
N
N
AN
County 26.6% OTH ER 105%
Highway 6.4% $ 381.0 Mill
$91.7 Mill

TOTAL




How has Property Tax use changed?
| Prelminary Comparison of 2011 - 2012 Property Tax |
by District Type
District Category Property Tax % $

Revised: 1/2/2013 2011 2012 Inc/Dec Inc/Dec

County 375,412,967 380,997,956 1.5% 5,584,989
City 375,396,904 388,577,169 3.5% 13,180,265
School 393,753,315 421,074,381 6.9% 27,321,066
Ambulance 20,550,167 21,808,116 6.1% 1,257,949
Auditorium 14,080 15,216 8.1% 1,136
Cemetery 4,440,799 4,703,397 5.9% 262,598
Extermination 847,805 834,647 -1.6% (13,158)
Fire 54,352,971 55,474,905 2.1% 1,121,934
Flood Control 500,906 527,701 5.3% 26,795
Roads & Highways 88,538,088 91,704,478 3.6% 3,166,390
Hospital 8,183,374 8,259,026 0.9% 75,652
Junior College 24,020,703 24,755,576 3.1% 734,873
Library 19,749,161 20,383,143 3.2% 633,982
Mosquito Abatement 6,694,485 6,075,451 -9.2% (619,034)
Port 450,000 450,000 0.0% -

Recreation 4,740,848 4,846,265 2.2% 105,417
Sewer Incl Rec Sewer 502,271 596,417 18.7% 94,146
Sewer & Water 2,280,093 2,276,955 -0.1% (3,138)
Water 124,734 151,914 21.8% 27,180
Watershed 4,500 4,500 0.0% -

Community Infrastructure 239 36,906 [15341.8% 36,667

Total:| 1,380,558,410 | 1,433,554,119| 3.8% 52,995,709 2

Change Iin

School Property Taxes
2011 — 2012 (Detail)

11/02/12
2012 School Property Taxes by Fund
Comparison of 2011 - 2012 School Property Taxes
Fund 2011 2012 % $ CHANGE %
$AMOUNT | $AMOUNT | of Total | 2011-2012 |Difference

General M&0O* 53,731,813 | 49,267,827 11.70%|  (4,463,986) -8.31%
Budget Stabilization 35,368,597 | 35,431,455 8.41% 62,858 0.18%
Tort 4,823,985 5,069,638 1.20% 245,653 5.09%
Tuition 352,449 337,224 0.08% (15,225) -4.32%
Bonds 110,973,909 | 112,259,249 26.66%| 1,285,340 1.16%
Cosa 755,749 700,408 0.17% (55,341) -7.32%
Cosa Plant Faciliies 4,750,000 0 0.00%|  (4,750,000)  -100.00%
State Authorized P.F. 721,113 668,869 0.16% (52,244) -7.24%
Emergency 3,204,230 5,707,302 1.36%| 2,503,072 78.12%
63-1305 Judgment 5814 0 0.00% (5,814)[  -100.00%
Override 139,631,366 | 168,961,794 40.13%| 29,330,428 21.01%
Plant Facility 49,159,290 [ 42,670,615 10.13%|  (6,488,675) -13.20%

TOTALS: | 403,478,315 | 421,074,381 | 100.00% | 17,596,066 4.36%

* = Boise School #1 is the only School District authorized to levy a M&O fund.

2011 - 2012 Comparison of M&O and
Voter Approved Exempt Funds
used by Schools

Fund 2011 2012
M&O 1 1
Budget Stabilzation 4 4
Bond 80 79
Plant Facility 48 47
Override 80 84

22
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The Most Significant Change —
School Supplemental Levies

» Voter approved for 1 — 2 years (may be
longer for charter school districts and
permanent for some school districts)

Supplemental Levies Number of School Districts with
M 1800 Supplemental Levies
I 1600
I 1400 20
1 1200 80
i 1000 o —//V
o 800
n 60.0 40 = Number of School
§ 400 20 Districts with
20.0 Supplemental Levies
s 00 0
mmmmmmmmmmmmmmmmm (R S TR S S T I,
88888888 % 8888883 ¢g 3 SN R RS R There are 115 school
Fiscal Year Fiscal Year districts in Idaho

The rate of increase in $ raised by supplemental levies goes from 32% over

five years before the change in FY07 to 114.7% in the six years following thg
change in school funding.
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Property Tax Growth Relatively Uniform

(except for school funding switch to state in 2006)
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Property Taxes
Exempt* vs. Non-Exempt

Exempt
funds
usually
voter

Non-
exempt
funds are

approved,
such as

bonds and
overrides.

Non-Exempt

general T

operating
funds.

. $1,084.5 million
§ 75.7%

Total 2012 Property Taxes $1,433.1 million

Non-Exempt Property Tax Funds Generally
Grow Uniformly
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350
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Millions of Dollars
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School Funds do not include Boise M&O and Budget Stabilization Funds. 25
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Schoosk are the Predominant Users of
Exempt Funds (bonds, overrides, etc.)

2012 Exempt Funds

County

City

School
S 331.3 Million

All Other

Other
$17.2 Million

Sdhool funds do not include Boise M&O and Budget
Stabilization funds.

27

Patterns of Use of Exempt Funds
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School Exempt funds do not include Boise M&O and Budget Stabilization
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45%
40%
35% -
30% |
25% -
20% |

15%
10%
5%

So, who pays the
property tax?

A1 7%

/ - - -

’ 7% Distribution

’ shown is

) statewide in
H Idaho for
1 4.3% 2012

0

dq ""2"64)'"0’.' 5% 0:3% < |

B Owner occupied residential O Non-owner occupied residential

o Commercial / Industrial B Agricultural

B Timber H Mining
@ Operating (Utilities)

29

Measuring General Property Tax
Burden in Idaho

* Comparisons between states and

localities

« Comparisons over income ranges
» Comparisons with other Idaho taxes

30
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Estimated 2011 Taxes
Per Family of three - various incomes

Percentages show Boise compared to U.S. average of 51 cities.

5,000
4,500
4,000
3,500
3,000
2,500
2,000
1,500
1,000 -
500 |-
o -

‘ Bincome mSales OProperty 4,534

1,061-22%
F43 -

$50,000 $75,000 $100,000

$ Income

Estimates for Boise, based on
District of Columbia studies of largest cities
in each state.
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TAXES COLLECTED IN IDAHO
PROPORTION OF STATE & LOCAL TAX REVENUE

PROPERTY TAX IS CALENDAR YEAR; OTHERS ARE FISCALYEA R
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FY 2010 Property Tax Burden
|daho vs. Neighbor States
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FY 2010 Overall Tax Burden
|daho vs. Neighbor States
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35

30

25

20

|daho Property Tax
per $1,000 Personal Income
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Per Capita Property Taxes
ldaho vs U.S.
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Determining Property Taxes

¢ Individual taxpayers
» Taxing districts
* Relief mechanisms

Taxing Districts and Tax Code Area
Hypothetical County

N

Water Qistrict 1
. / E
North Highway CIWA{ East Schoo

S

South High
D City B \ u ighway

West School

County

S
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Tax Code Area Detall

* In the north half of City A taxpayers pay property
tax to the following taxing districts:
— County
— City A
— East School District
— North Highway District
— Water District 1

* In the south half of City A taxpayers pay to the
same group of districts except for Water District 1
so the property tax levy (rate) will be different.

39

How are Levy Rates Calculated?

- Each property is appraised to find its market value.

. All values within a taxing district (school, city, etc.) are
summed.

- Homeowner’s exemptions are subtracted.

- The taxing district computes its property tax budget,
subtracting other revenue sources.

- Levy rates are required to be uniform by taxing district.

Exarple: /oPeMty T&X8UdGetS) _ | e 00012356)
Taxabl&/alue($)

$80,000 ‘ jd
Example — 2229 _ 4 0080r.80% ,n

$0,000,000
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YOUR PROPERTY TAXES
How are they Calculated?

1. Levies for your taxing districts are added together:

a) County b) School c) City d) Special Districts
2. The total of these levies is multiplied by your taxable value to determine
your tax.

Example of Computation

Assume levy rate = 0.01631 (average urban primary residential rate in 2012
House Value: $ 185,000
Lot Value; $ 45,000
Total Value: $ 230,000

Less Homeowner’s Exemption: <$83,974>
Taxable Value: $ 146,026

$ 146,026 x 0.01631 = $ 2,382
Effective tax rate (levy): $ 2,382 $ 230,000 = 1.04%

41

Limits on Property Tax

Budgets ($)

Levies (rates)
Exemptions

Tax relief measures

42
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How do Property Tax Budget Limits Work}

* Apply only to property taxes used for non-
exempt funds (mostly general operations)

» Permit increases in property tax $:

— Up to 3% over highest of last three years

* Including ag. equipment and other replacement
monies

— Plus new construction value X 2011 non-
exempt levy rate

— Plus foregone amount (ie: amount of
previously allowable increases not taken)

» Allowed only if result does not create levy
rate that exceeds statutory limit =

New Construction That adds to
Budget Capacity

* Real property improvements —
— new homes after occupancy
— non-residential remodels
» Value increases due to change in land use
(ie: farm to residential)
* Does not include:
— Most personal property

— Otherwise qualifying new construction within
urban renewal areas, until dissolution

44
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Foregone Amounts
Generally Increasing

100.0
90.0 u-.
80.0
70.0
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Millions of Dollars

2004 2005 2006 2007 2008 2009 2010 2011 2012

—e—County -0-City ~ —=Highway  -+- Other ~u—Total
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So, What Happens When Values o

EXxisting Property Increase?

Value $

Value $

46

f
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Taxing District Budgets v. Values

Myth or Reality?
Taxable valmate = Budget $ N@

$10,000,000 X 0.008 = $80,000 (initial property tax budget)

« What if taxable value of existing property doubles?
$20,000,000 X 0.008 = $160,000— NO!

» 3% Cap constrains budget and forces levy rate down!
$80,000 X 1.03 = $82,400 / $20,000,000 = 0.00412

$20,000,000 X 0.00412 = $82,400

This taxing district can increase its revenue from property tax by
only $2,400 regardless of assessed value changes!

47

So what does this mean for an

Individual taxpayer?
» Given $100,000 in taxable value before values
increased:
— $100,000 X 0.008 = $800
* Possibilities:
— Each property value doubles
+ $200,000 X 0.00412 = $824 (a three percent increase)

— Some properties increase more in value than others
* The new levy rate (0.00412) applies to all equally.

* Properties with more rapidly increasing values will have
more than a three percent increase in taxes; properties with
less value increase will have less than a three percent
increase in taxes

48
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What happens to individual
taxpayers in this system?
» Valuation system determines proportion of
property tax paid by each
* Increases and decreases in valuation changs
these proportions

o Exemptions alter proportions, shifting
property tax between taxpayers, unless
replacement money is provided

» Agricultural equipment exemption
» Future partial personal property exemptiarn

1%

Explaining the Effect of Assessed Value
Changes on Budget Driven Systems

‘ Budget constant at $4,500; total taxable value constant at $300,0(OO

2011 Value* and Tax 2012 Value* and Tax

Parcel B:
Value*
$100,000
Tax

Parcel B:
Value*
$100,000
Tax
$1,500

$1,500

Parcel C:
Value*
$100,000
Tax
$1,500

50
* = Value is after homeowner's exemption.




The Economy and its Effect on Property
Tax Budgets and Levies

» Foreclosure related sales may be considered
(cautiously) in setting market value for assessment
purposes:

— May influence general market
— May not be representative due to deteriorated
property condition

 If values decline and property tax budget is unchanged
tax levy rate will go up. However, the rate cannot
exceed levy rate limits.

* Timing:

— Values set to reflect January 1, 2013 market value.

— If values have declined during 2012, effects will be seen
with respect to 2013 market value and levy rates. 51

Effect of Reduction of Market Value on
Property Tax Budgets and Levy Rates

* Property tax budget

($100,000) is divided by $L00000

net taxable market value

($100 million) to $100000000 B

determine levy rate.
* Options if value declines:

_ e $100000
i(\;llrynrea?éjdget& higher $ODOCDOO: 000125

_ I|_ec\)l\;ver;&udget $; same } SBS?pOé)CC;;)OO — 0001
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Tax Shifting Between Categories

(assuming $ amount levied unchanged)

Type of 2011 2012 % change | % change

Property Taxes Taxes in Value |in Taxes
($million) | ($million)

Residential 10.0 9.680 -12.0 - 3.20

Commercial |10.0 10.175 - 75 + 1.75

Farmland 2.0 2.145 - 25 + 7.25

Total 22.0 22.000 -10.0 + 0.0

Given: 2011 tax rate = 1% for total property taxes of $22 million

Same $ amount certified from property tax in 2012; levy rate changes to 1.1%

53

Altering the Burden of Property Taxes —
Exemptions, Incentives, and Property

Tax Relief
« Exemptions —

— Grant relief to particular type of taxpayer based on
ownership (government, religious foundation, etc.) or
(non-profit educational, agricultural equipment, etc.)

— May be funded if state replaces revenue
— Otherwise taxes shift to non-exempt property througt
higher levy rates
=
i/
-

54

—

use
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Tax Increment Financing

* Permits allocation of property taxes to urban
renewal agency (URA) in specified areas

« Often used to help provide infrastructure:
— Parking garages
— Sewer and water lines
— Street improvements

* Properties within these areas still pay taxes
at prevailing rate, but money is not passed
on to local taxing districts (but taxing districts
do not lose any part of their budgets)

— Beginning in 2008, URAs no longer derive
revenue from most voter approved levies and
certain judgments against taxing districts.

55

Circuit Breaker
(Property Tax Reduction Program)

« Up to $1,320 credit for eligible homeowners:
— Over age 65, disabled, widows and widowers
— Income up to $28,000. (received in 2011, after medical expenses)
« Must annually apply with county assessor by April 15,
» 29,699 claims submitted in 2012 — many more eligible (based
on Census information)
— 28,426 approved claims in 2012
— $ 557 tax relief per claim average (2012)
— $ 15.8 Million paid by state to taxing districts (2012)
» State funded, so no loss of revenue to any taxing district.
* Not an exemption, so no property tax shifted to other property
taxpayers.
* Not subject to repayment!

56
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Property Tax Deferral — Something
Relatively New to Idaho

Since 2006, Taxpayers receiving circuit breaker benefits can
opt to defer any property taxes not paid by that program.
Requires equity in the property.

Deferral can last as long as the taxpayers continue to live in
the home and receive circuit breaker benefits.
State will pay taxes, which are to be paid back (plus interest)
after sale, etc.
2012 — Only 3 households approved (4 applied in 2012)

— $3,242 approved in 2010

- $1,398 approved in 2011

- $1.771 approved in 2012

Beginning 2010 — Dual programs in effect

— Claimants who do not qualify for circuit breaker only by reason of
income can apply for deferral with income up to $40,000 (goes to
$41,440 for 2013). No one has applied under this new provision.

57
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Assessor’s Manual

History of Property Tax in Idaho
(Highlights)

1863 — 1890 | Idaho Territorial government and local governments relied on property taxes as a significant

source of revenue.
Each county assessor was to estimate full cash value of property to determine assessment.
Exemptions:

Property of the U.S., Territory, counties, and municipalities;

Public buildings;

Public hospitals and charitable institutions;

Churches;

Benevolent and charitable societies;

Cemeteries and graveyards;

Property not over $1,000 in value belonging to widows or orphans;

Growing crops;

Mining claims;

Tools not over $50 in value belonging to mechanics; and

Property only in transit through a county but assessed in the home county.
County commissioners sit as county board of equalization.
Sheriffs generally were the tax collectors until 1881 when responsibility was changed to
collect license taxes and the assessors were given the responsibility of collecting property
taxes.
School distribution formula developed with a portion of the school funding distributed equally
to each school district and a portion distributed based on the number of students.
Other sources of revenue included: poll taxes imposed on each adult male inhabitant with half
of the revenue to the territory and half to the counties, license taxes for Mongolians or
Chinamen, for professionals including physicians, surgeons, dentists, attorneys, or local
officials, and for the operations of pool tables, bowling alleys, theaters, exhibitions, insurance
companies, pawnbrokers, intelligence offices, brokerage houses, banks, vendors, or dealers in
wines or spirits, and receipts taxes on the proceeds from mines (40% to the territory and 60%
to the counties), toll roads, bridges, ferries, or the like (school fund).

1891 State board of equalization created to meet the first Monday in September to equalize the
valuation of property. Board members are the Governor (Chairman), secretary of state,
attorney-general, state auditor, and state treasurer.

Set levy limits on property tax revenue for state purposes, county purposes, and county bridge
purposes.

1893 Reenacted” exemptions: (See 1863 — 1890.)

Property of U.S., state, county, municipal corporation, or school district;
Churches, chapels, and buildings used for religious worship;

! Sometimes laws are reenacted rather than amended; i.e., the original law is repealed and the same law
is then passed as if it were new legislation. You cannot easily tell the difference between a reenacted
law and a new law without researching the history of that law in prior years.
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Assessor’s Manual

1893
(continued)

Cemeteries;

Benevolent and charitable societies;

Property not over $1,000 in value belonging to widows or orphans;
Growing crops;

Mining claims;

Tools not over $200 in value; and

Public and (New) private libraries.

New exemptions:
Property used exclusively for school purposes;
Capital stock of a corporation;
Possessory rights to public lands; and
Dues or credit secured by trust deed or lien.

State board of equalization given authority to assess telegraph and telephone lines and railroads
with value apportioned based on mileage.

1895 — Set amount of revenue from property taxes for state purposes at $231,000 per year.

1896

State board of equalization to meet first Monday in August.
Created county current expense fund.

(New) Exempted hospitals.

Repealed receipts tax on toll roads, bridges, and ferries.

1897 Set amount of revenue from property taxes for state purposes at $253,000 per year.
Set second Monday in January as date for assessment of property.

Repealed license tax on theaters.

1899 Set amount of revenue from property taxes for state purposes at $245,000 per year.
(New) Exempted irrigation canals, ditches, and water rights.

1901 Set amount of revenue from property taxes for state purposes at $245,000 per year.

(New) Exempted household goods not over $400 in value and belonging to the head of the
household.

Authorized a special property road tax to be used only on county roads which could be paid in
work performed on the road.

1903 Set amount of revenue from property taxes for state purposes at $275,000 per year.
Changed the rate of the net profits tax on mining from 1% to the same rate as paid on other
property.

Repealed license tax on bankers.
1905 Set amount of revenue from property taxes for state purposes at $350,000 per year.
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1905
(continued)

Authorized road districts with bonding authority and levy authority to repay bonds.

1907

Set amount of revenue from property taxes for state purposes at $500,000 per year.

Expanded the exemption created during territorial days for property not over $1,000 in value
and belonging to orphans and widows by adding Civil War veterans. (See 1890 and 1893.)

1909

Set amount of revenue from property taxes for state purposes at $600,000 per year.

Amended the school funding distribution formula by adding number of teachers in rural high
school districts as the basis for part of the funding.

Provided for road districts to receive 75% of the general tax revenue raised for roads.

Authorized highway districts with bonding authority and levy authority to repay bonds and to
pay for operating expenses with no apparent levy limit.

Authorized county road system with authority to levy within set limits and additional levy
authority to repay bonds.

1911

Set amount of revenue from property taxes for state purposes at $900,000 per year.

Required all future road taxes to be paid in money (discontinued allowing payment by working
on the road).

Authorized highway districts to levy for bridges.
Exempted improvements not over $200 in value.
(New) Enacted a gross receipts tax at 3% on all companies doing business in the state.

Added car companies and sleeping car companies to the operating property assessed by the state
board of equalization and apportioned to the counties with main line track.

1912

Required an application and certification of eligibility for the exemption on property not over
$1,000 in value and belonging to widows, orphans, and veterans.

Required property (including operating property assessed by the state board of equalization) to
be valued at full cash value and to be assessed at 40% of that value.

Established a land classification system for assessment purposes and required land and
improvements to be assessed separately.

1913

Set amount of revenue from property taxes for state purposes at $1,000,000 per year.
Clarified all property is subject to property taxation unless expressly exempted.

Repealed the 40% assessment ratio and required all property to be valued and assessed at full
cash value.

Required property owners to file claims to be granted exemptions.
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1913 Reenacted exemptions: (See 1863 — 1890.)
(continued) Property of U.S., state, county, municipal corporation, or school district;
Property of religious corporations or societies;
Property of fraternal, benevolent, or charitable societies;
All public cemeteries and all public libraries;
Growing crops, fruit, or nut bearing trees;
Not patented mining claims;
Private libraries not over $400 in value;
Tools not over $400 in value; (Repealed in 1957.)
Dues or credit secured by mortgage, trust deed, or lien; and
Hospitals.

Reenacted exemptions:
Possessory rights to public lands; (See 1893.)
Capital stock of corporations; (See 1893.)
All property used for school purposes; (See 1893.)
Property not over $1,000 in value belonging to widows, orphans, or Civil War veterans;
(See 1863 — 1890 & 1907.)
Irrigation canals, ditches, and water rights; (See 1899.) and
Household goods and furniture not over $400 in value removing limitation to head of
household. (See 1901.)

New exemptions:
Surgical or scientific instruments of physicians not over $400 in value; and
Cooperative telephone lines;
Mobile homes with a dealer’s plate or used as cow or sheep camps.

Set levy limits for the county current expense fund, roads, bridges, and schools.

1915 Set amount of revenue from property taxes for state purposes at $750,000 per year.

Changed the method for apportioning the value of electric transmission lines to be by line mile
within county where investment is made.

1917 Set amount of revenue from property taxes for state purposes at $1,000,000 per year.
(New) Exempted forestry tracts for 10 years.

Amended levy limits for schools to require each county to raise a set minimum.

1919 Set amount of revenue from property taxes for state purposes at $2,000,000 per year.
Established classification of property as real, personal or operating.
Clarified requirement for property owners to file claims for exemptions.

Raised levy limits for bridges.

1921 Set amount of revenue from property taxes for state purposes at $1,800,000 per year.
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1921
(continued)

(New-HB161) Exempted property owned by electrical public utility and used to generate and
deliver electrical power for irrigation.

1923

Set amount of revenue from property taxes for state purposes at $1,575,000 per year.
Amended the levy limits for county current expense, for roads, and for bridges.

(New) Enacted a gasoline tax and exempted aircraft fuel from property taxation.

1925

Set amount of revenue from property taxes for state purposes at $1,675,000 per year.

1927

Set amount of revenue from property taxes for state purposes at $2,350,000 per year.

(SB31) Exempted property up to $1,000 in value belonging to veterans of the Spanish-
American War or the Philippine Insurrection. (See 1913.)

1929

Set amount of revenue from property taxes for state purposes at $2,250,000 per year.

Repealed the exemptions for forestry tracts and for surgical and scientific instruments of
physicians.

1931

Set amount of revenue from property taxes for state purposes at $2,250,000 per year.

Enacted the Property Tax Relief Act with the property tax levy for state funding to be reduced
by the amount of the revenue raised from the new income tax and creating the office of the Tax
Commissioner to administer the income tax.

Required merchant’s stock to be valued based on the average value during the first three months
of the year.

Enacted a kilowatt hour tax on electrical energy generated in Idaho.

1933

Set amount of revenue from property taxes for state purposes at $1,250,000 per year.

Authorized the state board of equalization to compel each assessor to assess any omitted
property and to reassess all property improperly assessed.

Authorized the department of finance to investigate the assessment of property in each county
and report the finding to the state board of equalization.

Repealed property tax on motor vehicles.

1935

Set amount of revenue from property taxes for state purposes at $1,000,000 per year.

Expanded exemption for property up to $1,000 in value belonging to orphans, widows or
certain veterans by adding veterans of the World War. (See 1927.)

1937

Set amount of revenue from property taxes for state purposes at $1,500,000 per year.

Amended the levy limits for the county current expense fund.

1939

Set amount of revenue from property taxes for state purposes at $1,000,000 per year.
Added $400,000 in property taxes for public assistance.

Added $1,000,000 in property taxes for public schools.
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1939
(continued)

Amended the powers of the tax commission to include administration of the license tax on
electricity, motor fuels tax, aircraft fuels tax, tax on beer, tax on malt syrup and malt extract, ore
mining tax, and contractor’s license tax that were all prior duties of the commissioner of law
enforcement.

1941

Set amount of revenue from property taxes for state purposes at $2,150,000 per year.

(New-SB66) Exempted property used to produce electrical energy for pumping water for
drainage.

1943

Set amount of revenue from property taxes for state purposes at $2,250,000 per year.

Required the assessment of electric current transmission lines belonging to rural electrification
associations by the state board of equalization.

Expanded the exemption for property up to $1,000 in value belonging to orphans, widows or
certain veterans by adding blind persons or veterans of World War 1l with a service connected
disability. (See 1935.)

(New-SB111) Exempted operating property from taxation by any fire district unless by consent
of the owner.

Amended the road tax to be the road and bridge tax and changed the levy limit.

1945

Set amount of revenue from property taxes for state purposes at $2,000,000 per year.

Created the tax commission as required by the Constitutional amendment approved in
November 1944 giving it the powers of the former state board of equalization.

Expanded the exemption for property up to $1,000 in value belonging to orphans, widows or
certain veterans by adding members of the Armed Forces for the duration of World War 1l and
6 months after. (See 1943.)

(New-SB66) Exempted registered aircraft.

Amended the levy limits for the county current expense fund.

Enacted a tax on cigarettes to be collected by the tax commission.

1947

Set amount of revenue from property taxes for state purposes at $2,000,000 per year.

Expanded the exemption for property up to $1,000 in value belonging to orphans, widows and
certain veterans by adding all permanently disabled veterans of all wars. (See 1945.)

Repealed the requirement for the department of finance to investigate the assessment of
property.

1949

Set amount of revenue from property taxes for state purposes at $2,000,000 per year.
Repealed the tax on malt syrup and malt extract.

Amended the levy limits on the county current expense fund.
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1949
(continued)

Created the office of the state tax collector to collect and administer the license tax on
electricity, motor fuels tax, aircraft fuels tax, beer tax, ore mining tax, contractor’s license tax,
chain store license tax, transfer and inheritance tax, express companies tax, income tax, dealers
in dairy products tax, oleomargarine tax, cigarette tax, and punch boards and spindle tax.

1951

Set amount of revenue from property taxes for state purposes at $2,000,000 per year.
Repealed the requirement to assess merchant’s stock.

Required the tax commission to assess and apportion pipeline companies.

1953

Set amount of revenue from property taxes for state purposes at $2,000,000 per year.

Amended the levy limits on the county current expense fund.

1955

Set amount of revenue from property taxes for state purposes at $2,000,000 per year.
Required the county assessors to complete the revaluation of property within 6 years.
(New-HB72) Exempted personal property stored in a public warehouse in original container.

Organized a study committee to examine property taxes and the funding of state government.

1957

Set amount of revenue from property taxes for state purposes at $2,000,000 per year.
(New-SB110) Exempted all property owned by any soil conservation district.

(New-SB106) Exempted certain personal property or operating property from taxation by any
watershed improvement district.

(New-SB20) Exempted property belonging to nonprofit irrigation district or canal company and
used for irrigation.

Required the tax commission to determine the ratio of assessment in each county to be used for
equalization of the distribution of school funds and the state property tax levy.

Repealed the exemption for tools.

Set the limit for and authorized the boards of county commissioners to set a levy to fund the
revaluation program.

Amended the levy limits on the county current expense fund.

1959

Set amount of revenue from property taxes for state purposes at $2,000,000 per year.

(New-HB35) Required all new taxing districts to file legal descriptions with tax commission
within 10 days of formation.

(New-HB129) Enacted the gross receipts tax on cooperative electric association in lieu of all
other taxes; thereby, exempting property owned by them from property taxation.

(New-HB352) Required the assessment of trailer houses in addition to a registration fee.
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1961 Set amount of revenue from property taxes for state purposes at $2,000,000 per year.
(New-HB17) Property exempt at beginning of tax year and changing status during that year is
valued and taxed on quarterly basis.
(HB17) Reenacted exemptions: (See 1863 — 1890.)

Property of U.S. (except when permitted), state, county, municipal corporation, or
school district;
Property of religious corporations or societies;
All public cemeteries and all public libraries;
Property of fraternal, benevolent, or charitable corporations or societies;
Growing crops;
Not patented mining claims; and
Hospitals and refuge homes.

(HB17) Reenacted exemptions:
Amended widows and veterans exemption exempting up to $1,000 in value of property
not over $3,600 in value belonging to the following persons with income not over
$3,600: blind persons, widows, fatherless children under 18, honorably discharged
veterans of the Civil War, Spanish-American War, Philippine Insurrection, and Indian
Wars, and disabled veterans of any war; (See 1863 — 1890, 1907, 1913, 1927, 1935,
1943; 1945 and 1947.)
Property used for school or educational purposes; (See 1893.)
Capital stock and deposits; (See 1893.)
Possessory rights to public lands; (See 1893.)
Dues or credit secured by mortgage, trust deed, or other liens; (See 1893.)
Irrigation water and structures and operating property of irrigation districts and canal
companies; (See 1899 & 1957.)
Household goods, wearing apparel, and personal effects; (See 1901.)
Fruit and vegetables held for consumption; (See 1913.) and
Property used for generating and delivering electrical power for irrigation and drainage.
(See 1921.)

New exemptions:
(HB17) Properly registered motor vehicles;
(HB120) Cooperative telephone lines from which no profit is derived (limited to
systems with 25 or fewer customers); and
(HB182) Personal property owned by insurers or their agents or representatives.

Amended the levy limits on the county current expense fund.

1963 Set amount of revenue from property taxes for state purposes at $2,000,000 per year.

(New) (SB217) Facilities used to control air or water pollution.

(New) (HB274) Natural gas public utility property used for generating and delivering power for
irrigation and drainage.
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1963 (New) (SB296) Personal property manufactured or processed in Idaho but shipped out of state.
(continued)

1965 (SB246) Required a uniform method of assessing property, defining assessed value to be 20%
of full cash value for real and personal property and 40% of full cash value for operating
property.

(HB222) Enacted the Idaho Sales Tax Act and provisions prohibiting a property tax levy for
state purposes while a sales tax is in effect.
(SB246) Clarified classification of property as real, personal, or operating.
Required the tax commission to describe the method of finding full cash value based on:
earning capacity, relative location, desirability and functional use, reproduction cost less
depreciation, comparison with other like properties of known or recognized value, and market
value in the ordinary course of trade.
(HB42) Defined condominium.
(SB217) Reenacted air and water pollution control exemption.
New exemptions:
(HB152) All property owned by any urban renewal agency;
(SB186) Personal property in transit;
(SB186) Fruit and vegetables in transit; and
(SB186) Personal property sold or shipped out of state.
Amended the levy limits for the county current expense fund.
1967 (New-HB243) Exempted business inventory, including livestock, to become effective over a 4-

year period.

Appropriate revenue from the sales tax fund to local taxing districts to make up for exempted
business inventory.

Abolished the office of state tax collector and transferred all powers and duties to the tax
commission.

(HB403) Required tax commission study of appraisal practices and required the value of all
real, personal, or operating to be adjusted annually in equal increments to achieve 20% of full
cash value by January 1, 1977 and organized a legislative Interim Tax Study Committee that
contracted with Mr. Broley E. Travis to prepare a report on the appraisal and assessment of
operating property and with Justin H. Haynes & Company to prepare a report on the appraisal
and assessment of real and personal property.

(SB139) Amended the exemption to be $1,250 for property not over $6, 000 in value belonging
to the following persons with income not over $3,600: blind persons, widows, fatherless
children under 18, honorably discharged veterans of the Civil War, Spanish-American War,
Philippine Insurrection, and Indian Wars, and disabled veterans of any war.
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1967
(continued)

(New-HB3) Exempted all property owned by any housing authority except by agreement.

In Idaho Telephone Co. v. Baird, the Idaho Supreme Court declared unconstitutional the law
setting the assessed value at 20% for real and personal property and 40% for operating property.
The Court cited the Idaho Constitution’s requirements that a tax be proportional to the value of
the property (Article 7, § 2) and that a tax be levied uniformly on the same class of subjects
within a taxing district (Article 7, § 5) and said that the uniformity provision is not only violated
when the tax is levied unevenly on the same class of subjects but when one class of property is
assessed at a different percentage than another class within the same taxing district.

(SCR3) Urged all taxing districts to use all possible economy and discretion when setting levies.

1969

Created the board of tax appeals, consisting of three members appointed by the governor, to
hear appeals from county boards of equalization and to hear appeals of operating property
values or allocations filed by county assessors.

(New-HB59) Provided for inadvertently omitted property to be assessed on the subsequent roll.
Required the implementation of a continuing program of valuation to achieve the appraisal of
all property at least every five years and to be funded by an annual levy of not more than two
mills.

Established January 1 each year as the lien date.

Required the value of all real, personal, or operating property to be adjusted annually in equal
increments to achieve 20% of market value by January 1, 1982.

Required the tax commission to define categories of property and equalize the valuations within
and between the counties.

Required the tax commission to provide rules directing the determination of market value by the
counties using recognized appraisal methods and techniques as set forth by the tax commission.

Limited the property tax portion of the budgets of taxing districts to the prior year’s budget plus
4%, which could be exceeded upon 60% vote in an election held for such purpose or by petition
to the tax commission citing extraordinary circumstances or conditions.

(New-HB59) For property valued $15,000 or less and owned by anyone age 65 or over,
exempted any taxes exceeding the amount of the taxes for 1966 beginning with 1970
assessments.

Required plat maps to be prepared under tax commission rules to established scales and other
criteria and all tracts to be numbered using a uniform numbering system established by the tax
commission.

(New-HB59) Required the tax commission to provide an annual appraisal school.

Required the personal property declaration to be in a form prescribed by the tax commission.
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1969
(continued)

Required the tax commission to prescribe the form for the assessment notice and tax bill,
outlining the contents of said bill.

(New-HB251) Authorized each translator district to exempt certain property from taxation by
itself.

Transferred personal property tax collection duties from the assessor to the tax collector
(treasurer).

1970

(New-HB524) Required county assessors to report assessment ratio for each year to the Tax
Commission.

Set maximum value at $15,000 and maximum income at $4,800 to be eligible for 65 and over
exemption created in 1969 and changed the exemption to exempt the value of the dwelling
exceeding the ratio of assessment for such property in 1966. (Replaced by property tax
reduction program in 1974.)

Raised lower value limit from $6,000 to $15,000 and expanded exemption of property
belonging to widows, blind persons, orphans, and honorably discharged veterans to include
persons taken prisoner in a hostile action.

(HB599) Allowed county assessors to determine exempt portion of facilities, installations, or
equipment providing pollution control. (See 1965.)

Lease or use of property belonging to fraternal, benevolent, or charitable organization for
athletic or recreational activities, dormitories or residence halls, meeting rooms or halls, or
auditoriums or club rooms, even when revenue is derived from such use, does not result in loss
of exemption.

Exempted certain personal property or operating property from taxation by any watershed
improvement district. (See 1957.)

(New-HB538) Exempted all real property owned by any county housing authority except by
agreement.

Allowed adjustments to inventory replacement revenue based on variations from average
revenues in property taxes on inventory in 1965, 1966, and 1967.

Set 2% penalty and 8% interest on delinquencies. (Repealed 63-1102.)

1971

(New-SB1086) Required actual and functional use to be a major consideration when
determining the value of commercial or agricultural properties.

(New-HB54) Persons recognized for hardship are granted a $15,000 exemption for real and
personal property.

Changed the operator’s statements’ filing deadline from the second Monday in May to April 30.

Repealed assessment of migratory livestock.
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1971
(continued)

(New-HB215) Exempted all personal or operating property from taxation by any flood control
district because only authorized to levy on real property.

Increased maximum limit from $3,600 to $4,800 for exemption of property belonging to
widows, blind persons, orphans, honorably discharged veterans, and persons taken prisoner in a
hostile action.

Limited the taxes exempted by the 65 and over exemption to $75.

Added water companies under jurisdiction of the public utilities commission to operating
property subject to assessment by the tax commission.

Repealed 4% limit on growth of property tax funded budgets for taxing districts.

1972

Extended the exemption for property owned by religious organizations to include property with
a combination of religious worship along with any nonprofit educational purposes and
recreational activities.

(New-HB678) Rental property is taxable during the period of time that it is leased or rented and
exempt during the period of time that it is in business inventory with owners required to report
the monthly rental status by the first Monday in November for assessment on the subsequent
roll.

(New-SB1348) Exempted all property owned by the Idaho Health facility authority.

(New-HB596) Exempted all property owned by any urban renewal agency with it becoming
exempt on the date of acquisition.

1973

Required name and address of grantee to be included on conveyance of real property.

(HB83) Required taxing districts with altered boundaries to provide a complete legal
description and map designating the boundaries of the altered part of the district.

Created interim study of farmland assessment practices, senior citizens’ property tax relief, and
operation and administration of the tax commission.

(HB181) Exempted property used to convey, store or provide water to irrigate land. (See 1961.)
(HB7) Removed $15,000 limit on hardship exemption. (See 1971.)

(New-SB1150) Exempted all property owned by the Idaho Health facility authority.

1974

(New-HB619) Created property tax reduction program with state reimbursement to taxing
districts for reductions up to $200 granted to persons with less than $5,000 in household income
who are 65 or over, fatherless children under 18, widows, disabled veterans, blind, or former
prisoners taken by hostile force.

Repealed exemption for property belonging to widows, blind persons, orphans, and honorably
discharged veterans to include persons taken prisoner in a hostile action.
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1974
(continued)

(New-HB368) Exempted all real property owned by the Idaho Housing Agency except by
agreement.

1975

Appropriated $1,948,900 for property tax reduction.

(HB10) Required assessor to determine the value of personal property from the information
provided on the personal property declaration.

(HB256) Allowed the creation of weather modification districts with authority to levy property
taxes on all taxable property within district.

(New-HB10) Repealed assessment of migratory livestock for property taxation.

(New-HB57) Expanded the exemption for hospital property owned by religious or benevolent
entity to include leased medical equipment.

(New-HB247) Exempted properly registered recreation vehicles.
Allowed assessment of personal property for the current year and the prior year.

The term of office of the county assessor changed from 2 years to 4 years.

1976

Appropriated $1,669,400 for property tax reduction.

Increased maximum income for property tax reduction benefits to $5,500.

(HB606) Required the tax commission to provide an appraiser certification program with
minimum requirements including period of time within which a county appraiser must become
certified.

(HB381) Established missed property roll with appeal to BOE in January of the following year.
(SB1273) Defined tax code area and established the tax code area mapping system.

(New-SB1418) Exempted all property owned by any sewer and water district.

(HCR69) Established a committee to study taxes including the process of indexing values for
property taxation.

1977

(New-HB272) Required the tax commission to develop, maintain, and enforce a uniform
system for property tax assessment and taxation (Property Tax Assessment Assistance to
Counties), including parcel numbering, requiring every assessor to use the computer software
prescribed by the tax commission, and appropriating $200,000 for implementation.

Required the tax commission to establish procedures to assess mobile homes in the same
manner as other residential housing.

(New-SB1022a) Exempted personal property owned by any credit union or the Idaho corporate
credit union.
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1977 Appropriated $1,700,000 for property tax reduction.
(continued)

1978 Appropriated $2,300,000 for property tax reduction.
Voters approved 1% Initiative limiting property taxes to 1% of 1978 market value, requiring
two-thirds vote in the legislature to increase rate of property taxes and two-thirds vote of people
to impose special taxes.
Added interstate water transportation tugs, boats, barges, equipment, and docks to the definition
of operating property and defined public utility for property tax purposes.
(New-SB1457) Expanded exemption for properly registered vehicles to include properly
registered boats.
Increased the maximum property tax reduction benefit to $400 and increased the maximum
household income to $7,500.
Allows certain cities the option for hotel-motel taxes and liquor taxes with revenue to go to
property tax relief fund.

1979 Appropriated $3,000,000 for property tax reduction.

(New-HB 166) Amended the 1% Initiative requiring market values to be at 1978 with all
property to be appraised or indexed to achieve 100% of 1978 value by January 1, 1980,
allowing an annual adjustment of values up to 2%, requiring a tax commission monitored
comprehensive appraisal plan from each county specifying how 1978 market value plus
inflation up to 2%, and froze most property tax budgets by limiting taxing districts to no more
than the approved 1978 property tax budget without a two-thirds vote.

Added widowers to the property tax reduction program.
(New-SB1193) Defined land actively devoted to agriculture.

(New-HB215) Exempted the value in excess of the residential value for residential property
continuously used solely for residential purposes in rezoned areas previously zoned residential.

Placed a one-year moratorium on ratio study for school district equalization.

Allowed computer generated documents instead of forms previously required in property tax
assessment and taxation.

Authorized the tax commission to charge counties for Property Tax Assessment Assistance to
Counties and deposit receipts in Property Tax Assistance Account.

Allowed supplemental maintenance and operation budget for junior colleges exempt from
budget limitations of amended 1% Initiative upon majority approval of voters.

Changed interest rate on delinquent property taxes from 8% per year to 1% per month.

Addendum P, Page 14 History of Property Tax in Idaho  7/12




Assessor’s Manual

1979
(continued)

(New-SB1385) Expanded hardship exemption allowing cancellation of passed due property taxes
as an extraordinary hardship exemption.

Repealed county authority to charge collection fee to taxing districts for collection of property
taxes.

1980

Appropriated $3,000,000 for property tax reduction.

Expanded eligibility for property tax reduction benefits to include persons receiving disability
benefits, increased maximum household income for qualifying claimants from $7,500 to $8,750,
authorized the tax commission to make cost of living adjustments to the maximum income, and
provided for subtraction of medical expenses when determining income eligibility requirements.

Required the use, whenever practical, of reproduction or replacement cost less depreciation when
considering the cost approach to valuing depreciable property.

Required tax charges to be expressed as a percent of market value.

(New-HB748) Upon application exempted for 1981 20% of the market value of residential
improvements used as a primary dwelling up to a maximum of $10,000 and required the
subtraction of this exemption before payment of property tax reduction benefits. (First Idaho

homeowner’s exemption)

(New-HB402) Initiated the occupancy tax on newly constructed improvements to real property
and applied all applicable property tax exemptions to the occupancy tax.

(New-HB697) Exempted the speculative portion of the value of land actively devoted to
agriculture.

Exempted tort funds from the budget limitations resulting from the 1% Initiative.
Authorized prepayment of property taxes in certain situations.
Authorized administrative fee for motor vehicle registrations.

Authorized county commissioners to charge fees for services otherwise funded by property tax
revenue.

Authorized taxing districts to impose and collect fees for services otherwise funded by property
taxes.

(New-HB 795) Authorized taxing districts to increase non-exempt property tax portion of budget
by 4% provided the cumulative tax levy was less than 1% of market value. Otherwise, this
portion of the budget was frozen at 1979 amounts.
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1981 Appropriated $3,170,000 for property tax reduction.
Repealed the requirement that property be assessed at 1978 market value and adjusted annually at
an inflation rate not to exceed 2%.
(New-HB 389) Repealed the freeze on property tax funded budgets of taxing districts, but
imposed no more than the greater of a 5% increase or half of the percentage increase in value
applied to the highest of the property tax funded budgets for 1978, 1979, 1980, or the prior year.
Limited the amount of revenue to be raised from property taxes to be no more than the amount
advertised prior to adoption of the final budget.
Extended for one more year the exemption for 20% of the market value of owner occupied
residential improvements up to $10,000.
(New-HB30) Expanded the exemption for financial instruments to include other intangible
personal property.
Established the non-revocable option to declare a mobile home as real property.
Amended property tax reduction program to exclude public welfare recipients.
Provided for sales tax distribution to non-school taxing districts.

1982 Appropriated $3,245,400 for property tax reduction and provided for percentage reduction in
claims for property tax reduction exceeding the amount of the appropriation.
Extended for one more year the exemption for 20% of the market value of owner occupied
residential improvements up to $10,000.
Amended the continuing appraisal program to require at least 20% of each category of property
be appraised each year and to require any property not included in this 20% to be indexed so all
property is valued at current market value each year.
(New-HB648) Established the taxation of forestland and forest products based on forestland
designated under the productivity option or bare land and yield tax option with the yield tax rate
set at 3%.
Allowed taxes on improvements on exempt land to be paid in two installments.

1983 Appropriated $2,816,000 for property tax reduction.

(New-HB254) Implemented the initiative passed by the people to call for an exemption of 50% of
the market value up to $50,000 on residential property; however, this legislation limited this
exemption to owner occupied residential improvements.

Removed from jurisdiction of the state board of tax appeals authority to hear appeals on
assessments of operating property and provided that such appeals must be to district court within
30 days of the notice of the value being sent to the operating property company.
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1983
(Continued)

For the exemption for power used to pump irrigation water, required the companies to certify to
the tax commission the amount refunded or credited against customers’ bills.

(New-HB281) Imposed the fuels tax on aircraft fuel and exempted it from property tax.

Amended the 5% cap on property tax funded budgets allowing additional growth in the budget
based on the current levy times 80% of the increase in value.

1984

Added $329,300 to the 1983 appropriation for property tax reduction
Appropriated $3,001,200 for property tax reduction.

Required value exempted for pollution control, hardship, benevolent and charitable, and
homeowners to be reported on the abstract.

Repealed requirement that annexations by fire districts be contiguous.
Required records of property tax payments to be retained for five (5) years.

Excluded from the recapture tax forestland designated under the bare land and yield tax option
being transferred to an owner with forestland designated under the productivity option.

Applied the yield tax to forest products harvested from non-designated forestlands used for
agriculture.

Excluded property not providing utility service from rate base in public utility commission rate
setting.

Required land surveys to be conducted so as to produce an unadjusted mathematical error of
closure of not less than one part in five thousand.

Repealed requirement for owners to report non-registered motor vehicles to the assessor.

Increased the interest rate on delinquent property taxes from 8% to 12%.

1985

Appropriated $3,188,000 for property tax reduction.

(New-HB137) Empowered county commissioners to uniformly exempt all or part of the taxable
personal property and unimproved real property from taxation by any fire district.

Allowed appeals that can be taken to the board of tax appeals to alternatively be taken to district
court.

Exempted junior college tuition funds and policeman’s retirement funds from the 5% cap on
property tax funded budgets.
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1986

Appropriated $3,188,000 for property tax reduction.
Subtracted $144,400 from the 1985 appropriation for property tax reduction.

Amended the 5% cap on property tax funded budgets replacing 80% of the increase in value with
the lesser of the maximum levy or 105% of the prior year’s levy rate.

Changed terminology from mobile home to manufactured home.

Limited to a maximum of three acres the size of the land eligible for the exemption as residential
use property in areas where the zoning is changed to other than residential. (See 1979.)

1987

Continuously appropriated funds for property tax reduction in the amount needed to pay the first
half and second half reimbursement in full to the counties.
Removed yield tax revenue from the property tax funded budget cap.

Defined the procedure for the apportionment of the value of the operating property of railroads.

Limited revenue allocation areas (RAAS) to no more than 35 acres and only one existing in any
urban renewal agency (URA) at the same time and established the base assessment roll within
RAAs as the basis of revenue to taxing districts with the taxes on the increased value financing
the URA.

1988

Deleted cable television from the definition of public utility and excluded mobile telephone
services or pager service from that definition.

Authorized assessors to exclude assessments of reserved mineral rights with de minimis values
meaning the value of the reserved mineral rights do not warrant the expenditure to appraise and
assess.

Enacted the “Local Economic Development Act” extending RAAs to municipalities under
100,000.

Clarified the 5% cap on property tax funded budgets as being 5% above the highest of the prior
three years instead of 1978, 1979, and 1980.

Required proposed areas for annexation to be contiguous with the annexing taxing district’s
boundary unless otherwise specifically allowed to be noncontiguous by law.

Defined non-household member for purposes of property tax reduction.

Allowed personal property tax payments to be made in two installments.
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1989

Required the mailing of the assessment notice by the first Monday in June and required statement
on the assessment notice informing the property owner of the right and deadline to appeal.

Changed the date for the completion of the assessment of personal property from the second
Monday of July to the fourth Monday of June, required the completion of the assessment of
personal property for the subsequent roll by the fourth Monday of November, and required all
remaining personal property discovered by December 31 to be assessed on the missed property
roll.

Provided for personal property discovered between the fourth Monday in November and
December 31 to be assessed on the second subsequent roll (Now Missed Property Roll).

Clarified manufactured home eligible to be used with a dealer’s plate, designated as sheep or cow
camps, or meeting the definition of recreational vehicles are exempt from property tax.

Required BOE to hear appeals received by the fourth Monday in June.
Provided for reporting of increment values on the abstract.
Required the complete mailing address of the grantee on instruments conveying property.

Allowed taxing districts to increase the property tax funded budget above the 5% budget or levy
increase limit by two-thirds of any amount of allowed increase foregone for the current year.

Discontinued the closing of the property tax books during the audit and required the county
treasurer to accept property tax payments during the audit and hold these payments in a tax
custodial account.

Required the tax notice to be on forms prescribed by the state tax commission.

Reduced the interest on delinquent property taxes from 2% to 1% per month and reduced the time
for right of redemption from 5 years to 3 years after date of issuance of tax deed.

1990

(New-HB713) Authorized the levying of property taxes on all taxable real property within herd
districts; thereby, exempting personal property and operating property from taxation by herd
districts.

(New-HB843) Created levee districts with authority to levy property taxes on real property;
thereby, exempting personal property and operating property from taxation by levee districts.

Allowed county governments to receive grants from any source.

Granted the boards of county commissioners the authority to adjust penalties, interest, or fees on
property taxes.

Authorized counties to create and levy property taxes for a justice fund.
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1990
(Continued)

Authorized the boards of county commissioners to either refund property taxes or apply the
refund as a credit against the following year when refunds are ordered by any court or the board
of tax appeals.

1991

(New-HB318) Defined land to be agricultural and eligible for the exemption under Idaho Code
section 63-602K when that land is used for wildlife habitat and owned by any entity qualifying as
nonprofit under section 501(C)(3) of the Internal Revenue Code and Idaho Code section 63-602C
and which is dedicated to conservation of wildlife or wildlife habitat.

Repealed the limits on property tax increases and enacted truth in taxation provisions for
property tax funded budget growth and limits on increases in property taxes. (Truth in
Taxation — effective 1992 — 1994)

Amended the definition of nonhousehold member for property tax reduction purposes to include
persons receiving disability benefits and persons with proof of disability for whom the claimant
provides care.

Established the county museum board as a separate taxing unit with independent authority to
request approval of a property tax funded budget for which the board of county commissioners
would levy on all taxable property in the county.

1992

(New-HB617) Made parcels of land, not less than 10 acres and owned by the Department of Fish
and Game, subject to a fee in lieu of property taxes.

Authorized the state tax commission to provide information to the assessors about income tax
filings for any person applying for homeowner’s exemption.

Clarified designation of forestland for legislated property tax valuation is for 10-year period; each
landowner must have designated forestland in same designation and designation of all lands may
be changed at end of designation period.

Clarified claimant for property tax reduction must own and occupy dwelling as primary dwelling
place, provided a definition of owner, and increased maximum benefits to $600 for 1992 and to
$800 beginning 1993.

Required assessors to provide an inventory of exempt properties to the state tax commission.
Established procedure for correction of erroneous levies.

Amended truth-in-taxation, requiring advertisement of the proposed increase for property tax
funded budgets that increased by more than 105% from the prior year.

Enacted procedures for correction of erroneous levies.
Prohibited the creation of any new school-community library district after June 30, 1994.
Allowed property taxes to be paid in part or full at any time with the total first half to be paid by

December 20 and the total second half by June 20 of the following year with penalty and interest
charged on any unpaid balance.
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1993

(New-HB300) Clarified that all property tax exemptions granted under Chapter 6, Title 63, must
be annually approved by the county BOE.

Amended the occupancy tax law to require assessors to notify each occupancy taxpayer of his
right to apply for the homeowner’s exemption.

(New-HB313) Repealed the nonrevocable option of providing for mobile homes to become real
property and enacted procedure for manufactured homes to be declared real property and
procedure to reverse the declaration.

(New-HB389) Enacted provision requiring assessment of six or more lots in the same subdivision
under the same ownership to recognize the time period needed to sell the lots in order to realize
current market value. (Repealed in 1994.)

Clarified that any appeal to the board of tax appeals is a trial de novo.

Allowed recreation districts to only levy fees in lieu of property taxes and those fees must be
uniform.

Required payment of penalty and interest on refunds of erroneous property taxes.

1994

(New-HB665) Amended exemption for government owned property to make properties that are
inventory of the Farmers Home Administration subject to taxation like other property in the
county.

(New-SB1364) Repealed 1993 provision about assessment of six or more lots in the same
subdivision under the same ownership recognizing the time period needed to sell the lots in order
to realize current market value.

Changed urban renewal law to allow creation of urban renewal areas in competitively
disadvantaged border community areas that are areas within 25 miles of the state border.

Defined deferred taxes on forestland designated under the bare land/yield tax option.

Changed definition of owner for purposes of property tax reduction and homeowner’s exemption
to include revocable trusts.

Allowed surviving spouse to file claim for property tax reduction on behalf of deceased spouse.
Required all taxing districts to advertise any fee increase exceeding 5%.

Clarified all property tax liens are perpetual and continuous on all real and personal property.

1995

Clarified the definition of income for property tax reduction purposes to include the nontaxable
amount of any individual retirement account excluding rollovers, repealed the requirement for a
claimant to have owned and lived in property in this state in the year prior to applying for
benefits, and defined occupied to mean actual use and possession.
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1995
(Continued)

Repealed truth in taxation and limited non-school district property tax funded budgets to the
highest from the prior 3 years plus 3% plus a factor for growth from new construction and
annexation plus any foregone amount.

(New-HB198) Enacted the casualty loss exemption enabling the BOE to exempt all or part of the
value of any real or personal property damaged by an event causing casualty loss.

Expanded the hardship exemption allowing disapproved property tax reduction claimants to be
granted a cancellation of property taxes as a special hardship exemption.

Converted property tax mill levies to percent of taxable value.

Reduced the multiplier for determining the property tax funded portion of the school maintenance
and operations budget from .004 to .003 and provided property tax replacement funding.

1996

Recodified Title 63, Idaho Code, effective January 1, 1997.

Changed large size forestland from minimum 2,000 acres to minimum 5,000 acres.

Changed yield tax making it (if not paid) a lien on the land where the timber was severed and on
all real and personal property belonging to the owner of the land at the time of severance.

Clarified calculation of the property tax funded budget for consolidating fire districts.

Changed fire district law to require the board of county commissioners to submit the map and
legal description to the assessor and recorder when approving boundary changes for a fire district.
Created authority for a local option sales or use tax for certain resort counties requiring 50% of
the revenue receipts to be used for county property tax fund relief.

Authorized fire districts to reach agreements with public utility companies for fire protection
service with the property of that utility company them subject to taxation by that fire district.

Authorized the district court under very specific conditions to order school districts to impose
maintenance and operations levies and emergency fund levies in the maximum allowed by law.

Prohibited any transfer of money from one county fund to another without authorization by
resolution of the board of county commissioners.

Prohibited any charge, other than property taxes, from being included on a property tax bill unless
approved by the board of county commissioners.

Amended rules relating to valuation of operating property prohibiting the use of direct
capitalization.

Clarified the definitions of income, household, claimant, and owner for property tax reduction
purposes and allowed filing on behalf of deceased spouse who would have qualified on January 1.
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1996
(continued)

Increased the maximum benefit for property tax reduction to $900 in 1996, $1,000 in 1997,
$1,100 in 1998, and $1,200 in 1999 and increased the minimum benefit to $150 or actual taxes,
whichever is less.

Modified the procedures for appealing property valuations requiring taxpayers to file the appeal in
writing on county-provided forms, identifying the taxpayer, property, and reason for the appeal.

(New-SB1516) Enacted partial exemption for remediated land.
(New-HB700) Enacted the exemption for utilization of post-consumer or post-industrial waste.

New-HB746) Authorized the county commissioners to exempt by ordinance all or a portion of the
personal property and/or unimproved real property within an ambulance district.

Changed the exemption for casualty loss to require written application on a form provided by the
county on which the claimant, the date of loss, and the damaged or destroyed property must be
identified and to provide for prorating the value to determine the amount of the exemption.

Amended the 5-year appraisal program providing that 20% of all taxable property be appraised
annually not 20% of the property in each category, requiring a 5-year plan to be submitted to the
state tax commission, and defining “adequate appraisal and valuation of all properties in any
county.”

Changed procedures for petitioning for a hearing on the validity of a proposed bond and required
the court upon such filing to identify the legal authority upon which the taxing district bases the
proposed bond and whether the bond is permissible.

Clarified that the office property belonging to the Idaho Housing and Finance Association is
subject to property taxation.

Required any taxing district increasing any fee by more than 5% to advertise and hold a hearing
on the proposed increase.

Modified the 1995 property tax funded budget limitation law, providing for the new construction
roll.

Clarified calculation of the property tax funded budget for consolidating library districts.

Authorized extensions of payment of taxes as disaster relief in Presidential declared disaster.

1997

Technical cleanup for Recodification of Title 63, Idaho Code, effective January 1, 1997.

(New-HB314) Modified the exemption for certain business inventory to include for one year new
residential single-family homes that have not been previously occupied.

Modified the homeowner’s exemption to allow other uses except any portion used exclusively for
any purpose other than the primary dwelling of the owner.
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1997
(Continued)

(New-SB1152a) Changed the procedures relating to ownership records requiring the assessor to
accept any evidence of ownership that would be admissible in a civil trial.

Provided a definition of cogenerators and provided these are not a public utility.
Changed the provisions relating to the appointment of the Chairman of the State Tax Commission
providing for the appointment by the Governor to serve at his pleasure and providing oversight

duties of the chairman.

Modified calculations of property tax funded budgets to include operating property annexation
values provided by the State Tax Commission.

Allowed fire districts with certain conditions to increase the base property tax funded budget upon
at least 60% voter approval.

Authorized extensions of payment of taxes as disaster relief when disaster declared by Governor.

Required options for payment of property taxes to be printed on the property tax bill.

1998

Modified forestland taxation law requiring the capitalization rate to be the sum of the farm credit
system’s rate as set forth in section 2032A of the Internal Revenue Code plus 0.85% and a
component for the local tax rate.

(New-HB752) Amended the definition of intangible personal property exempt from property
taxes to include certain specific personal property and allowed operating property owners to elect
one of three methods for excluding the value of exempt intangible personal property.

Deferred property taxes for certain charitable non-profit medical facilities.
(New-HB475) Modified the exemption for certain business inventory removing one year
limitation on new residential single-family homes that have not been previously occupied.

(New-HB686) Modified the 3%2% gross receipts tax making cooperative natural gas associations
subject to this tax in lieu all other taxes on the operating property of such associations.

Allowed county commissioners to cancel property taxes for casualty loss occurring after fourth
Monday in June.

Modified the annual training program requiring training for county commissioners and
appropriated money for this training.

Required the Idaho Rangeland Resources Commission to file with the county assessor a copy of
each affidavit by any grazing landowner stating that dry grazing land is not used for grazing.

Allowed cities with certain conditions to increase the base property tax funded budget upon at
least 60% voter approval.

Modified auditorium district law prohibiting such districts with populations of 25,000 or more
from levying property taxes.
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1999

(New-HB154) Clarified real property owned by and personal property owned or leased by certain
non-profit hospitals is exempt from property taxation.

Clarified definition of non-household member for purposes of property tax reduction.
Extended eligibility for the homeowner’s exemption to partner of a limited partnership, member of
a limited liability company, shareholder of a corporation, and person who is a beneficiary of an

irrevocable trust.

Required the county auditor to submit appeals from the board of equalization to the board of tax
appeals by the later of within thirty days or October 1.

Required all taxing districts to notify the county clerk by April 30 each year the date and location
of the budget hearing.

Allowed library districts to increase the base property tax funded budget upon 2/3 voter approval.

Under certain conditions, allowed fire districts to increase the base property tax funded budget
upon 2/3 voter approval.

Excluded cooperative service agencies from the 1995 cap on the property tax funded budget.

2000

Authorized the state tax commission to grant extensions of the 5-year appraisal plan under limited
conditions.

(New-HB606) Allowed land formerly eligible for the agricultural exemption to continue to be
valued as if eligible for that exemption when the land is managed under a conservation agreement
with a non-profit entity having a non-profit/charitable exempt status.

Modified forestland valuation for productivity values requiring the lesser of the value from the
income approach as provided for since 1982 or the value from a table of alternative values and
created a committee to research methodologies for valuation of forestland and to make a
recommendation to the legislature by January 15, 2005.

Prohibited property tax funded budget increases beginning in 2003 for taxing districts failing to
notify the county clerk by April 30 of the date and location of the budget hearing.

Excluded cosignatories for purposes of a loan from the definition of an owner and excluded lump
sum death benefits paid by the Social Security Administration from the definition of income for
purposes of property tax reduction.

Allowed fire districts in the year after an agreement to provide fire protection service for a public
utility to increase the property tax funded budget based on the value of that utility company.

Required all taxing districts upon creation or when altering boundaries to file a copy of the legal
description and map with the state tax commission within 30 days but not later than January 10.
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2000
(continued)

Required urban renewal agencies to record legal description and map and file same with county
assessor upon creation or when altering boundaries of a revenue allocation areas and file same
with the state tax commission within 30 days but not later than January 10.

Set the duration of a revenue allocation area at 24 years but if the maturity date of bonds is longer
the limit is 30 years but allowed for refinancing of bonds and required any revenue in excess of
the amount to repay bonds after 24 years to be returned to the taxing districts.

2001

(New-HB378) Exempted agricultural machinery and equipment used exclusively in agriculture
during the prior year from property taxation and distributed annually 106% of the year 2000 tax
charge on such property from the state to each taxing district as property tax replacement.

Modified the definition of “land actively devoted to agriculture” to include land used to produce
nursery stock for the purposes of the speculative agricultural exemption.

Limited the homeowner’s exemption for partners of limited partnerships, members of limited
liability companies, or shareholders of corporations to persons having a minimum 5% ownership.

Modified the homeowner’s exemption and property tax reduction, extending eligibility to homes
occupied after January 1 but before April 15.

For the purposes of property tax reduction, expanded definition of fatherless/motherless child to
include an abandoned child; redefined household to only include the claimant and claimant’s
spouse; redefined income to exclude social security death benefits, non-reimbursed funeral
expenses, and non-reimbursed medical expenses of the claimant and claimant’s spouse; and
allowed person or entity acting on behalf of widow/widower to make application.

Modified manufactured home installation requirements requiring installations to be made
according to the manufactured home installation standard.
Limited period of redemption to one year after issuance of tax deed.

2002

(New-HB679) Amended the exemption for equipment used exclusively in agricultural production
to include equipment used exclusively in the production or care of nursery stock.

(New-HB488) Enacted the exemption for lots in rural homesite plats that previously qualified for
the speculative agricultural exemption; the exemption is lost when construction of improvements
begins, the property is annexed into a city, or the population of the county exceeds 100,000.

(New-HB652) Exempted low-income housing owned by certain nonprofit organizations.

Changed the new construction roll to include any improvement constructed for or equipment
installed to use in conjunction with the generation of electricity unless the value of the property is
allocated or apportioned as centrally assessed operating property with the state tax commission
providing this value to the county auditor by the third Monday in July.

Extended value decisions of the state board of tax appeals to the current and subsequent years
unless the property is physically changed or the value is adjusted as part of a property class or
category wide trending.
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2002
(Continued)

Clarified the assessment of operating property requiring the state tax commission to identify the
property to be included in central assessment, prohibiting county assessors from assessing such
property, and making the decision that the property is to be centrally assessed subject to appeal.

Clarified the definition of land actively devoted to agriculture providing a definition of
contiguous.

Amended urban renewal area law providing procedures for the termination of revenue allocation
areas (RAA), defining increment value, and providing for the increment value to be included in
the taxable value of each appropriate taxing district upon termination of a RAA.

Provided for any part of the increment value resulting from new construction or additions or
alternations to nonresidential structures or change of land classification or loss of exemption
under Idaho Code section 63-602W and not previously reported on the new construction roll to be
reported on the new construction roll upon termination of a revenue allocation area.

Changed the provisions for manufactured homes becoming real property to include manufactured
homes on certain leased land.

Made the property tax funded maintenance and operations budgets for all fire districts subject to
the levy limit of 0.24% and for fire districts constrained by the property tax funded budget cap,
allowed increases in said property tax funded budgets up to the revenue from said maximum levy
limit upon approval of 2/3rds of the voters.

Changed the law relating to school districts property tax funded budget calculations requiring
deduction for only the appropriate property tax replacement received to replace the revenue for
exempt agricultural equipment and machinery.

Changed the date for the certification to county commissioners of property tax funded budget
requests by taxing districts to the Thursday prior to the second Monday in September.

2003

(New-HB453) Created two-year property tax exemption in lieu of investment tax credit for
income tax purposes on property first placed in service in the prior year when taxpayer had
income tax loss in the second preceding year.

Clarified exemption for property owned by fraternal, benevolent, or charitable organizations
making the law consistent with the business inventory exemption.

Added property used for charter school purposes to the exemption for property used exclusively
for school purposes making only any portion of the property not used for charter school purposes
subject to property taxation.

Changed the 5-year appraisal program requiring no less than 15% of the property in the county to
be appraised by the end of year one, 35% by the end of year two, 55% by the end of year three,
75% by the end of year four, and 100% by the end of year five and a remediation plan to be
submitted to the state tax commission in any year of failure to complete the required percentage.
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2003
(Continued)

Modified the procedures relating to the appeal of property valuations placing the burden of proof
on the party seeking relief with the burden shifting as in civil litigation and making a
preponderance of the evidence sufficient to sustain the burden of proof.

Clarified the definition of occupied for occupancy tax purposes.

Required the new construction roll to be submitted to the state tax commission by the fourth
Monday in July.

Authorized county local option sales tax with approval of no less than 2/3rds of the voters,
requiring half the revenue as property tax relief and half of the revenue for expansion of detention
facilities.

Clarified that school emergency property tax funded budgets are certified to the county
commissioners by the second Monday in September.

Established procedures for calculation of the maximum property tax funded budget for a library
district when city library services and a library district are consolidated within the library district.

Empowered district courts to impose educational necessity levies to raise property tax revenue to
abate unsafe or unhealthy conditions in schools.

Authorized operation of revenue allocation areas within unincorporated areas of a county upon
declaration of a need by the county commissioners.

2004

Clarified manufactured homes with dealer’s plate or designated as sheep or cow camps are
exempt from property taxes.

For purposes of the speculative agricultural exemption, required publication of the average crop
prices and of the discount rate used to calculate the capitalization rate.

Modified two-year property tax exemption in lieu of investment tax credit limiting the exemption
to non-regulated property and providing for recapture of property tax benefit based on average
levies with the recaptured revenue to be distributed to the taxing districts and treated as property
tax revenue within the budget cap.

Established procedures for recovery of improperly claimed or approved homeowner’s exemptions
with the recovered revenue to be treated as property tax revenue within the budget cap.

Applied the occupancy tax to never previously occupied manufactured homes upon first
occupancy.

For purposes of property tax reduction, clarified the definition of household income to include the
income of the claimant and the claimant’s spouse, clarified the definition of owner, clarified
eligibility of claimants who occupied homes after January 1 and before April 15, and required the
state tax commission to certify the total number and total amount of all claims in the county to the
county auditor and treasurer by the third Monday in November.
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2004
(continued)

Clarified deferred property taxes are to be distributed in the same manner as other property taxes.

Required newly installed or constructed equipment in or within 5 miles of any city and used in
conjunction with generation of electricity to be apportioned based on its physical location.

2005

(HB319) Exempted value in excess of $800,000,000 when taxpayer owns or leases property
exceeding $800,000,000 in one county and meets certain employment and prior investment
requirements (section 63-602HH).

(HB323A) Upon the owner meeting certain employment, pay and investment requirements, the
county board of equalization may exempt, in part or whole, the value of structural components or
investments otherwise eligible for investment tax credit (section 63-606A).

(HB253) The county board of equalization may exempt unused infrastructure, such as rail, water,
natural gas and electrical lines, for up to 5 years with a possible extension of another 5 years (63-
60211).

(HB126) Revised forestland valuation law setting taxable values at the values calculated from
Schlosser’s User’s Guide and providing for the Tax Commission to conduct a forest management
cost study every 5 years (Title 63, Chapter 17).

(HCR23) Established a committee to study the state’s property tax structure with the goal of
implementing a property tax structure that is balanced, encouraging economic development while
meeting the revenue needs of local governments, and answering the concerns over rising property
values and property taxes.

Oct. 6 Property Tax Symposium held at Boise State University reviewed Idaho’s current property
tax system and outlined some alternatives.

Revised the definition of “actively devoted to agriculture” defining “for profit” and requiring land
used by the owner for the grazing of livestock to be part of a for profit enterprise.

(HB 309) In the Corporate Headquarters Incentive Act of 2005, a company that meets certain
qualifications and constructs new property at its headquarters or administrative facilities in ldaho
may receive a rebate on its income tax return of up to $2,000,000 paid annually in property taxes
during the years 2005 through 2012.

(HB31) Amended property tax reduction law, clarifying ownership and occupancy must be before
April 15, an application must be submitted by April 15 each year, and sales under contract may be
eligible. Also, redefined income for property tax reduction purposes excluding income received as
a death benefit from Veteran’s Affairs when the death is service connected.

Homes owned by military personnel and leased while on active duty in a designated combat zone
are eligible for the homeowner’s exemption.

Exempted records containing a taxpayer’s income and expense information from public disclosure
when received from the taxpayer and used by the assessor to value the taxpayer’s property.
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2005
(continued)

Amended property tax funded budget cap law allowing said budget for all taxing districts except
school districts to exceed the cap upon 2/3 vote.

Upon receiving notice of the termination of a revenue allocation area (RAA), a school district may
add the increment value within said RAA to the December 31 value for the purpose of calculating
the maintenance and operations budget and property tax replacement revenue.

2006

(HB1 — Extraordinary Session 8/25/06) The Property Tax Relief Act of 2006 repealed formula for
funding of school district’s maintenance and operations (M&OQ) budget from property taxes,
created the budget stabilization levy for Avery, Blaine, McCall — Donnelly, and Swan Valley
school districts, reduced Boise Charter School District’s M&O levy by .003, and increased the
sales tax from 5% to 6%.

(HB421) Amended homeowner’s exemption (now property tax homestead exemption) law, adding
up to 1 acre of land, increasing the maximum exemption for 2006 to $75,000, and requiring annual
recalculation of the maximum exemption using the House Pricing Index.

(HB422) Amended property tax reduction (PTR) law, increasing the maximum eligible income to
$28,000 per household with future increases at 185% of the federal poverty level for a family of
two, increasing the maximum benefit to $1,320, excluding the return of any principal paid on
nontaxable portion of any annuity by the recipient, adding household income from capital gains,
and clarifying only recipients of the homeowner’s exemption are eligible to apply for PTR.

(HB443) Amended recapture of investment tax credit law, requiring taxpayer to report recapture
to the tax commission and to pay recapture with state income tax filing for distribution.

(HB 778) Amended Idaho Code Section 63-602E, clarifying property used for primarily nonprofit
or charter school purposes is partially exempt.

(HB 676) Clarified “land actively devoted to agricultural” (Idaho Code Sections 63-604 and 63-
602K) includes subdivided land on which the qualifying use is continued; therefore, such land
continues to be eligible for the agricultural use exemption.

(HB676) Repealed Idaho Code Section 63-602FF, the rural homesite partial exemption.

(HB680) Adopted property tax deferral law, allowing (upon application) deferral of property taxes
in excess of property tax reduction benefits up to the proportional share of $500,000.

(HB763) Recodified fire district law (Chapter 14, Title 31, Idaho Code) relating to annexations.
(HB764) Exempted medical equipment leased to county hospitals.

(HB781) Required certain school district funds to be listed separately on the property tax bill.
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2006
(continued)

(HB474) Amended Idaho Code Section 63-201, clarifying operating property includes electrical
generation under construction whether or not owned by or operated in connection with any public
utility.

(HB461) Amended Idaho Code Section 63-602HH, excluding property exempted as significant
capital improvement (value exceeding $800,000,000 in total value in 1 county) from the new
construction roll.

(HB 474) Amended Idaho Code Section 63-405, clarifying operating property used in connection
with thermal generation of electricity and apportioned based on physical location is included on
the new construction roll.

(HB474) Amended Idaho Code Section 63-317, clarifying industrial property is subject to
occupancy tax but operating property is not.

2007

(HB22) Amended Idaho Code Section 63-506, requiring the board of equalization to wait 10 days
after mailing a notice to a taxpayer of intent to make a new assessment or change an existing
assessment before taking final action to finalize the order.

(HB69) Amended Idaho Code Section 63-602B, clarifying property, including residences used in
furtherance of qualifying uses, is exempt that belongs to a religious corporation or society and is
used for any combination of religious, educational, or recreational purposes by that entity even if
fees or charges are imposed and revenue is derived there from; excluding property leased or used
entirely for business or commercial purposes; and requiring prorated exemption when part of the
property used for these non-qualifying uses exceeded 3% of the value of the property.

(HB70) Amended the homestead (homeowner’s) exemption law, changing the procedures for
recovery of an improper homeowner’s exemption, giving the county commissioners authority to
waive recovery if the exemption was granted due to county error; giving the county
commissioners authority to cancel costs, late charges, or interest to facilitate payment of recovery;
requiring the assessor to record a notice of intent to attach a lien 30 days after the taxpayer if
notified of the recovery; requiring the assessor and treasurer to cease recovery if the property is
sold before the intent to attach the lien is recorded; and requiring the assessor to record a
rescission of the intent to attach a lien within 7 days of receiving payment or the board of
equalization granting an appeal.

(HB79) Amended Idaho Code Section 63-301A, removing new construction within a revenue
allocation area from the new construction roll and including on the new construction roll after the
revenue allocation area is dissolved the current increment value, less the increment values on the
property roll, subsequent property roll, and missed property roll in 2006.

(HB181) Amended Idaho Code Section 33-2111A, reducing the maximum levy rate for a
community college district from 0.16% to 0.125%.

(HB189) Added Idaho Code Section 63-602]JJ, exempting a wind energy producer’s operating
property used to produce wind energy on which the wind energy tax will be paid.
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2007
(Continued)

(HB79) Amended Idaho Code Section 63-301A, removing new construction within a revenue
allocation area from the new construction roll and including on the new construction roll after the
revenue allocation area is dissolved the current increment value, less the increment values on the
property roll, subsequent property roll, and missed property roll in 2006.

(HB181) Amended Idaho Code Section 33-2111A, reducing the maximum levy rate for a
community college district from 0.16% to 0.125%.

(HB189) Added Idaho Code Section 63-602]J, exempting a wind energy producer’s operating
property used to produce wind energy on which the wind energy tax will be paid.

(HB189) Amended Chapter 35, Title 63, Idaho Code, providing for a 3% gross receipts tax on the
gross wind energy earnings of all wind energy producers not regulated as to price by the Idaho
Public Utilities Commission and providing a methodology for apportionment of the wind energy
tax revenue to the taxing districts.

(HB197) Amended the property tax funded budget limit law, allowing school district’s tort funds
to increase for new construction above the 3% limit based on a hypothetical new construction
levy, as defined in property tax rule subsection 803.10.

(HB215) Amended the wildlife habitat partial exemption law, requiring annual application;
requiring qualification for the speculative agriculture exemption for the 3 years preceding
becoming partially exempt as wildlife habitat; requiring a noxious weed management plan; and
requiring annual progress reports on the management of wildlife, wildlife habitat, and noxious
weeds.

(SB1157) Added Chapter 79, Title 67, Idaho Code, prohibiting payment of public benefits,
including property tax reduction benefits, to anyone not legally in the U.S.

2008

The maximum homeowner’s exemption increased to $100,948 from $89,325 in 2007.

(HB 419) Added to Idaho Code Section 63-105A the requirement to establish a cadastral
certification program.

(HB 470) Amended Idaho Code Section 50-2908 to require that the equalized base be used in
calculating the levy for certain funds in urban renewal RAAs including Section 63-802(3) over-
rides, bonds and plant facilities, and school supplemental funds.

(HB 529) Amended Chapter 35, Title 63, Idaho Code to include geothermal in the 3% gross
receipts tax, and amended Idaho Code section 63-602JJ to exempt geothermal plant from property
tax.

(HB 544) Amended Idaho Code Section 63-713 increasing the income limit to $40,000 for the
property tax deferral program.
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2008
(Continued)

(HB 550) Added Idaho Code Section 63-602NN, exempting new plant and building facilities for
projects over $3 million and approved by the county commissioners.

(HB 562) Added Idaho Code Section 63-4502, exempting the property of a taxpayer over $400
Million. The property must be in a single county and be new capital investment and be part of a
project that is at least $1 Billion.

(HB 599) Added Idaho Code Section 63-602KK which makes effective in tax year 2009 a $100,000
exemption on a taxpayer’s personal property, that is not operating property, located in each county. The
exemption becomes effective the first tax year after state general fund revenues increase 5% over the
previous year and then remains continually in effect.

(HB 680) Added Chapter 31, Title 30, Idaho Code, creating community infrastructure districts to
finance publicly owned improvements. Infrastructure districts can levy up to .01% for
administration.

(HB 691) Amended Idaho Code Section 31-808, the proceeds from the sale of property acquired
by tax deed must be transferred to the indigent fund if the original owner cannot be located. The
indigent budget is subject to limitations provided in Section 63-802 less any funds transferred to
the indigent fund from the proceeds of the sale of the property.

2009

The maximum homeowner’s exemption increased to $104,471 from $100,948 in 2008.

(HB 4) Amended Idaho Code Section 63-602G to allow the maximum homeowner’s exemption to
be adjusted for changes in the Idaho Housing Price Index whether the change be an increase or a
decrease.

(HB 83) Amended Idaho Code Section 63-602KK (2) to make the $100,000 personal property
exemption effective the year after state general fund revenues increase 5% over fiscal 2008 base
year. Added to Idaho Code Section 63-602KK paragraph 6 permitting the taxpayer who has filed
an initial declaration and who has $100,000 or less of personal property to file an affidavit in lieu
of filing future property declarations.

(HB 253) Added to Idaho Code Section 33-317 providing for a cooperative service agency school
plant facility levy.

(SB 1138) Added to Idaho Code Section 63-205(A) setting forth procedures for determining
market value for assessment purposes of Section 42, low income housing projects.

2010

The maximum homeowner’s exemption decreased to $101,153 from $104,471 in 2009.

(HB 645) Amended Idaho Code Section 63-301A requiring certain deductions from the new
construction roll for previously overstated amounts and also provided that previously missed new
construction may be added to the current roll.

(HB 691) Amended Idaho Code Section 31-3908 to permit certain ambulance districts to have a
maximum levy rate of 0.06% instead of 0.04% upon 2/3 majority vote.

Addendum P, Page 33 History of Property Tax in Idaho  7/12




Assessor’s Manual

2011

The maximum homeowner’s exemption decreased to $92,040 from $101,153 in 2010.

(HB 11) Amended Idaho Code Section 63-1705 changing the requirement for a forest management
cost study to be done every five years. A cost study will be done when recommended by the Committee
on Forest Land Taxation Methodology (CFTM), or when deemed appropriate by the Tax Commission but
cannot be done more often than every 5 years. The CFTM was changed to include four members who
represent business entities each owning not less than 5000 acres of forest lands to replace the four
members who were members of The Intermountain Forest Association which is no longer in existence.

(HB 95) Added to Idaho Code Section 50-2033 (effective 7/1/11) allowing a one-time annexation after
July 1, 2011 and limits the annexation to ten percent of the revenue allocation area’s (RAAs) existing area.
Also amended in Idaho Code Section 50-2903 (effective 1/1/11) the definition of base assessment roll to
include value increases due to the loss of the agricultural exemption. The value increase attributed to
undeveloped land is added to the base however the increase in value due to the addition of roads and
utilities should be part of the increment. Also Amended Idaho Code Section 50-2904 limiting the
maximum duration of a new urban renewal formed after July 1, 2011 to 20 years (still 30years if
bonds)(Effective 7/1/11). The duration of an existing urban renewal is limited to the time stated in the
plan or ordinance. Any RAA revenues exceeding the amount to repay bonds during period exceeding the
maximum maturity of RAA financing shall be returned to the taxing districts in the RAA on a pro-rata
basis. Such returned revenue is not included in the maximum property tax budget calculations.

(HB 113) Amended Idaho Code Section 63-707 to eliminate the requirement for the county commissioners
to approve circuit breaker applications. It also changed the due date of the preliminary roll from the 4"
Monday in June to June land changed the date for tax commission notice of disapproval from the 4"
Monday in October to the 2™ Monday in October. The time allowed to appeal a tax commission denial is
changed from 14 days to 28 days.

(HB 239) Amended Idaho Code Section 9-340D to exempt from disclosure to the public personal property
declarations, centrally assessed operator’s statements and other commercial or financial documents that are
so marked including trade secrets. Exempt means that the documents cannot be released without the
consent of the taxpayer. Exceptions are provided allowing release to officials, under a continuing claim of
confidentiality, in order to carry out proceedings such as appeals.

2012

The maximum homeowner’s exemption decreased to $83,974 from $92,040 in 2011.

(HB356) Amended Idaho Code Section 63-501 to change the function of the county BOE from
granting or disapproving exemptions to hearing appeals of exemption decisions by the county
commissioners. Also amended Section 63-602 to require the exemption decision be made by the
county commissions by April 15 and a decision notice sent by May 15 to applicants and Assessor.

(HB357) Amended Idaho Code Section 63-1705 to set a floor at the 2011 value and a ceiling of
30% of the 2011 value for the next ten years from January 1, 2012 for forestland valuation.

(HB519) Amended Idaho Code Section 63-602W to exempt site improvements associated with
land that were installed by and continue to be held by the land developer. This exemption was
enacted retroactive to January 1, 2012. This bill also requires a deduction from the new
construction roll for this exemption.

(HB584) Amended Idaho Code Section 63-602G to extend the homeowner’s exemption for one
year after the death of the eligible homeowner
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INCOME TAX

TAX 101 SEMINAR




1/15/2013

~— IDAHO

State Tax Commission

Income Tax Review

Cynthia Adrian
Tax Policy Specialist
Idaho State Tax Commission

tax.idaho.gov

— IDAHO

State Tax Commission

Individual Income Tax

tax.idaho.gov




1/15/2013

— IDAHO

State Tax Commission

Distribution of Individual Income Tax Revenue
FY 2012 ($ Thousands)

1,714.00, 0%

5,793.00, 0% |

® General Fund  $1,206,407
® Refunds $300,615
= Perm Building fund $5,793

W Misc. & "Check-Off Donations $1,714

tax.idaho.gov

General Information

Calendar year 2012.

Total Individual income tax returns processed: 767,769

Total e-filed individual income tax returns processed: 571,385
Number of individual income tax returns reviewed: ~200,000
Total individual income tax refunds issued: 529,793

Dollar amount of individual income tax refunds issued: $272,367,079

— IWO tax.idaho.gov
State Tax Commission




General Information

* Individual rates vary from 1.6% to 7.4%

e Adjusted each year for inflation

—IDAHO

State Tax Commission

tax.idaho.gov

IRS Conformity?

Although Idaho conforms to most of the federal
income tax provisions for determining taxable
income, a number of differences exist.

—IDAHO

tax.idaho.gov
State Tax Commission

1/15/2013



2012 Form 40
Lines 7-11

INCOME. See instructions, page 7.
7. Enter your federal adjusted gross income from federal Form 1040, line 37; federal Form 10404, line 21;
or federal Form 1040EZ, line 4. Include a complete copy of your federal FEtUM .........cocoveerrmsmresnrcsrcsneesnniens *| T 00
8. Additions from Form 39R, Part A, line 7. Include Form 39R ..... 8 00
9. Total. Add lines 7 and 8 9 00
10. Subtractions from Form 39R, Part B, line 23. Include Form 39R 10 00
11. TOTAL ADJUSTED INCOME. Subtract line 10 from line 9.
If you have an NOL and are electing to forgo the carryback period, check here . D s 18] 14 00
— IDN_IO tax.idaho.gov

State Tax Commission

Idaho Taxable Income

* |daho residents

— Income from all sources is taxable
* Non-residents

— Only income earned in Idaho is taxable
* Part-year residents

— Income from all sources is taxable while a
resident & only income earned in Idaho is taxable
while a non-resident

— IDN_IO tax.idaho.gov

State Tax Commission

1/15/2013



Exemptions
Two categories:
e Based on source of income (exclusions)

e Based on use of income (deductions and
credits)

—IDAHO

tax.idaho.gov
State Tax Commission

Exclusions, Deductions & Credits

e |daho taxable income excludes:
— 100% of social security income
— 60% of certain capital gains

— 100% of interest earned on U. S. government
securities

* |daho provides a number of credits not
included in federal tax code

—IDAHO

tax.idaho.gov
State Tax Commission

1/15/2013



2012 Form 39R
Part B, Lines 1-10

B. Subtractions. See instructions, page 19.
1. Idaho net operating loss camyover =
Idaho net operating loss carryback = Enter total here ... 1 00
2. State income tax refund if included in federal income ... 2 00
3. Interest from U.S. Government 0blIGatioNS. ..........c...ocvvvvmmmmimrmssicssmssmssimsnmsssssmssssimssssmssnesseess ® | 3 00
4. Energy efficiency UPGrAUES ............cccccvmimieeiueremseueineseesssessensasesss e nassessenssassssssssasssnssssssssssenssnsesens % | 4 00
5. Alternative energy devices deduction
Year
Acquired Type of Device Total Cost Percent
a. 2012 $ X 40% =|5a 00
b. 2011 $ X 20% =|5b 00
c. 2010 $ X 20% =|5¢ 00
d. 2009 $ X 20% =|5d 00
€. Add lines 5a through 5d. Can't exceed $5,000 ............ccoouememeecurmmennsissssssssmsinsssesssssssenserns ® | 98 00
6. Child/dependent care. Include federal FOM 2441 _........ccooooiiiimiioniisiinninssieses s | 6 00
7. Social security and railroad benefits, if included in federal income ... = | T 00
8. Retirement benefits deduction. Complete PartC ... . = | 8 00
9. Technological equipment donation ...............cccocoec... e = 9 00
10. Idaho capital gains deduction. Include FOM CG  .........ccovvremmrccesieemrsiennresenescssnessscesssseesiseceenees | 10 00

— IDAI_IO tax.idaho.gov
State Tax Commission

Government Interest Exclusion

* |[nterest income received from securities
issued by:
— State of Idaho
— Local governments
— Federal government

* Interest income received from FNMA & GNMA
is subject to Idaho income tax

— IDA}‘IO tax.idaho.gov
State Tax Commission

1/15/2013



Energy Efficiency Upgrade
Deduction

* Amended in 2012. Updated requirements. Idaho
home must have existed, been under construction or
had a building permit issued on or before January 1,
2002 (previously January 1, 1976)

* Energy efficiency upgrade measure defined

* Must be Idaho property & used as primary residence

B ]DN_IO tax.idaho.gov

State Tax Commission

Alternative Energy Device
Deduction

Deduction for cost of alternative energy
device in taxpayer’s residence

Limited to 40% of cost in 15t year

20% of cost in next 3 years

No single year’s deduction may exceed $5,000
* Must be in an Idaho residence

— ]DA]_IO tax.idaho.gov

State Tax Commission

1/15/2013



Child/Dependent Care Deduction

* Allows individual taxpayers a deduction for
childcare expenses

* |daho deduction different than amount of
federal credit

—IDAHO

State Tax Commission

tax.idaho.gov

Social Security Exclusion

* Exclusion for amount of social security income
included in federal AGI

—IDAHO

State Tax Commission

tax.idaho.gov

1/15/2013



Railroad Retirement Exclusion

e Exclusion for railroad retirement benefits
included in federal AGI

B ]DN_IO tax.idaho.gov

State Tax Commission

Retirement Benefit Exclusion

e Exclusion available if taxpayer is:
— Age 65 or older or
— Disabled and age 62 or older or

— Unremarried widow or widower of a pensioner,
age 65 or older or disabled and age 62 or older

e Revised annually to adjust maximum exclusion
amount

— ]DN_IO tax.idaho.gov

State Tax Commission

1/15/2013



Technological Equipment

Deduction

e Deduction allowed to individuals for FMV
of equipment donated

e Deduction cannot reduce taxable income
to less than zero

* Any unused deduction cannot be carried
to another year

B ]DN_IO tax.idaho.gov

State Tax Commission

Capital Gains Exclusion

* Exclusion allowed for 60% of capital gain from
the sale of certain property

e Property must be in Idaho

e Limited to real property held for at least 12
months

* Certain other tangible personal property
qualifies

— ]DA]_IO tax.idaho.gov

State Tax Commission

1/15/2013

10



2012 Form 39R
Part B, Lines 11-20

11. Active duty military pay eamed OutSide Of IANO ............cvvvvrvvssvscssrsscsmninnes 8 |11 00
12 AIOPUO EXDENISES: isisissscimansamiisrs i o2 00
13. Idaho medical savings account. Contributions Interest

Financial institution Account number |13 00
14, 100 CONCOL SIS DIOGTBI | oottt .14 00
15. Maintaining a home for the aged and/or developmentally disabled « (15 00
16. Idaho lottery winnings, 1SS than $600 PET PZE .........c...vwmmsrmmmsmssmmsssmmsesssmsesssssrsssrsens « [16 00
17. Income eamed on a reservation by an AMeNican INdian ... 8 |17 00
18. Health INSURANCE PIEMIUMS ........oocevvrevvrsmssrssrsmsssssssssssmssrsssssssssssssssssssssssssmsssssssssmsessereecs 8 |18 00
19,/ LONGHEMCAMB SIMAN0E ~vsisiniimisssismsiniimimia s w19 00
200, NOTKEI?S, COMMDEFSTON MISUTBIICE! 11 15v5453c584504534546085504 505 (20 00

— IDN_IO tax.idaho.gov

State Tax Commission

Adoption Expense Deduction

e Deduction for actual legal fees and
medical costs incurred up to a maximum
of $3,000 per adoption

* Travel expenses don’t qualify

* Expenses related to unsuccessful attempt
aren’t deductible

— IDN_IO tax.idaho.gov

State Tax Commission

1/15/2013

11



Medical Savings Account Deduction

e Deduction for contributions to medical
savings account

e Limited to maximum of $2,000 per
taxpayer per year

* Must be specifically designated by
depository as an MISA

B ]DN_IO tax.idaho.gov

State Tax Commission

College Savings Deduction

e Deduction for amounts contributed to a
college savings program

* Limited to maximum of $4,000 per tax year

e Account must be established with Upromise
Investments

— ]DA]_IO tax.idaho.gov

State Tax Commission

1/15/2013

12



Elderly and Development Disability
Deduction

» Deduction of $1,000 for each family member,
not including yourself or your spouse, who is
— Age 65 or older and
— For whom you maintain a household and
— Provide more than half of support for the year

e Maximum amount of deduction taxpayer can
claim in any one tax year is $3,000

B ]DN_IO tax.idaho.gov

State Tax Commission

Idaho Lottery Winnings Exclusion

* Originally enacted in 1988 as a 100% exclusion

* Amended in 1997 to limit exclusion to prizes
of less than S600

e Amended in 1998 to restrict the exclusion to
Idaho State Lottery winnings

— ]DA]_IO tax.idaho.gov

State Tax Commission

1/15/2013

13



Indian Earnings on Reservation
Exclusion

* American Indians who are
— Enrolled members of a federally recognized tribe
and
— Live & work on the reservation of which they are a
member

— Can deduct all reservation sourced income while
living & working on the reservation

B ]DN_IO tax.idaho.gov

State Tax Commission

Health Insurance Premiums

Deduction
e Deduction allowed for premium payments for
health insurance if not otherwise deducted

* Not deductible if paid from an MSA, pre-tax
payroll deduction, claimed on federal
Schedule A, deducted as business deductions
on federal Schedule C or deducted as self
employed health insurance

— ]DA]_IO tax.idaho.gov

State Tax Commission

1/15/2013

14



Long-Term Care Insurance
Deduction

* Deduction for amount paid in premiums
for qualified long-term care insurance
that aren’t otherwise deducted or
accounted for

B ]DN_IO tax.idaho.gov

State Tax Commission

Workers’ Compensation Premium
Deduction

e Deduction allowed to self-employed
individuals for the actual cost of amounts paid
for workers’ compensation insurance coverage
in Idaho that has not already been deducted

— ]DA]_IO tax.idaho.gov

State Tax Commission

1/15/2013

15



2012 Form 39R
Part D

D. Credit for Income Tax Paid to Other States. See instructions, page 24.

This credit is being claimed for taxes paid to: = (State name)
1. Idaho tax, FOrm 40, IN€ 20 .............ccevcummrcmmmrcmmmrenmesennssessssensssnsssennssmnnnee | 1 00 T
2. Federal adjusted gross income eamed in other state adjusted for income tax reﬁ,ym anda
Idaho modifications. See inStuCions ... *| 2 00| separate Form 39R for
i each state for which a
3. IQaho aQ}usledlqcome. SR INSIUCHONS ..oovoeveer e 3 00 edil s caimed.
4. Divide line 2 by line 3. Enter percentage Nere .........coewecrs | 4 %
5. Muttiply line 1 by line 4. ENter aMOUNLNETE .................cmmummmmmmermmmassmssissmasssmrsmssssmsmmsssssssmarssssrssnns |9 00
6. Other state's tax due less its INCOME taX CEAIS ..............coovrvrmecccoscrmnsiees st | 6 00
7. Enter the smaller of lines 5 or 6 here and on FOM 40, IN€ 22 .......c.cccooecevcoccvemnicscrmesssiiennens 8| 1 00
— IDN_IO tax.idaho.gov

State Tax Commission

Credit for Income Tax Paid to
Other States
* Available to Idaho resident & part-year

resident taxpayers when the same income is
taxed by both Idaho and another state

* Not allowed if the other state provides a credit
for taxes paid to Idaho

— IDN_IO tax.idaho.gov

State Tax Commission

1/15/2013

16



2012 Form
Part E

E. Credits for Contributions to [daho Educational Entities, [daho Youth and Rehabilitation

39R

Facilities, and Live Organ Donation Expenses. See instructions, page 24.

1. Credit for contributions o Idaho educational entities ............wmcccnn

3. Credit for fve organ donation expenses

4. Total credits. Add lines 1 through 3. Enter total here and on Form 40, line 23

2. Credit for contributions to Idaho youth and rehabilitation facilies ... ®

00

00

00

00

State Tax Commission

Educational Entities Credit

e Credit allowed for charitable contributions of cash to

gualified educational entities

* Donations of goods or services don’t qualify

* 50% of the contribution & is limited to 50% of the
taxpayer’s income tax liability or $500, whichever is

less

— IDAHO

State Tax Commission

1/15/2013

17



Youth and Rehabilitation Credit

e Credit allowed to taxpayers who make
charitable contributions of cash or goods

e Limited to the lesser of
— 50% of the contribution
—S$100 or
— 20% of taxpayer’s income tax liability

— IDAI_IO tax.idaho.gov
State Tax Commission

2012 Form 39R
Part F

F. Maintaining a Home for a Family Member Age 65 or Older, or a Family Member With a
Developmental Disability. See instructions, page 25.

1. Did you maintain a home for an immediate family member age 65 or older and provide more than

one-half of his/her support? You and your spouse do not qualify ... . y : D Yes D No
2. Did you maintain a home for an immediate family member with a developmental disability and
provide more than one-half of his/her support? You and your spouse may qualify ... D Yes D No

3. List each family member you are claiming

Check here if
Name of Family Member Social Secunty Number Relationship to Person Date of Birth of developmentaily
First Name Last Name of Family Member Filing Retum Family Member disabled

0
0
0

4. Total amount claimed ($100 for each qualifying member but not more than $300)
Enter here and on Form 40, line 43. (Credit cannot be claimed if you took $1,000 deduction
ONPABIBR 8] vt S - s B 4 00

— IDA}‘IO tax.idaho.gov
State Tax Commission

1/15/2013

18



Elderly Dependent Credit

» Refundable credit provided to a resident
taxpayer who maintains a household for a
family member

 Credit is $100 for each family member with no
more than $300 available in any single year

B ]DN_IO tax.idaho.gov

State Tax Commission

Grocery Credit

e Credit available to Idaho resident or part-year
resident

e Credit amount for 2012 is

— $70 per exemption if taxable income is more than
$1,000

— $90 per exemption if taxable income is less than
$1,000

— Additional $20 if over age 65

— ]DN_IO tax.idaho.gov

State Tax Commission

1/15/2013

19



1/15/2013

— IDAHO

State Tax Commission

Corporate Income Tax

tax.idaho.gov

General Information

Calendar year 2012:

Total business income tax returns processed: 91,100
Total e-filed business income tax returns processed: 43,190
Total business income tax refunds issued: ~4,200

Dollar amount of business income tax refunds
issued: $23,460,957

— IDN_IO tax.idaho.gov

State Tax Commission

20



General Information

e The corporate rate is 7.4%

* Income tax expenditures
— Exclusions
— Deductions

— Credits
e Refundable
¢ Non-refundable

B ]DN_IO tax.idaho.gov

State Tax Commission

Who Must File?

* A corporation or association transacting
business in Idaho

* An S corporation

e A partnership

— ]DN_IO tax.idaho.gov

State Tax Commission

1/15/2013

21



Multistate Corporations

e Allocation

* Apportionment

B ]DN_IO tax.idaho.gov

State Tax Commission

Apportionment Formula
* Property
e Payroll

e Sales

— ]DN_IO tax.idaho.gov

State Tax Commission

1/15/2013

22



1/15/2013

Business vs. Non-Business Income

e Business Income

* Non-Business Income

B ]DN_IO tax.idaho.gov

State Tax Commission

Business Credits

Processing Statistics (# of 2010 returns with
credit claimed)

ITC 2222
Qualifying New Employee 22
Idaho Research 59
Broadband 18
Incentive Investment 60
— [DAHO tax.idaho.gov

State Tax Commission

23



Investment Tax Credit

Credit provided to businesses that purchase
qualifying property for use in their business

Amount is 3% of the qualified investment
Not refundable
Limited to no more than 50% of tax liability

May be carried forward up to 14 years

B ]DN_IO tax.idaho.gov

State Tax Commission

New Employees Credit

* $1,000 credit granted for each new employee
who was

— Paid an average of $15.50 per hour & was eligible
to receive employer-provided insurance

* $500 credit available for each new employee
involved in manufacturing or processing any
natural resource product

— [DAHO tax.idaho.gov

State Tax Commission

1/15/2013

24



Research Activity Credit

* 5% credit for expenditures related to qualified
research as defined in section 41 of the IRC

* Must be conducted in Idaho

e Limited to no more than tax liability after all
other credits in a single tax year

B ]DN_IO tax.idaho.gov

State Tax Commission

Broadband Investment Credit

* 3% credit for expenditures in qualified
broadband equipment in Idaho

* Limited to no more than $750,000 per
taxpayer per year & no more than tax liability
after all other credits in a single tax year

e Can be carried forward up to 14 years
* |s transferable

— ]DN_IO tax.idaho.gov

State Tax Commission

1/15/2013

25



Incentive Investment Tax Credit

e Variable rate credit for expenditures that
qualify for Idaho’s Investment Tax Credit

* Limited to no more than $500,000 per

taxpayer & no more than tax liability after all

other credits in a single tax year
e Can be carried forward up to 14 years
* |s transferable

B ]DN_IO tax.idaho.gov

State Tax Commission

Other Business Credits

* Production equipment using post consumer
waste credit

* Promoter sponsored event credit
e Corporate headquarters investment credit

» Corporate headquarters real property
improvement credit

* Corporate headquarters new jobs credit

— ]DA]_IO tax.idaho.gov

State Tax Commission

1/15/2013
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Other Business Credits (cont.)

Small employer investment tax credit

Small employer real property improvement
credit

Small employer new jobs credit

Biofuel infrastructure investment tax credit
Hire One Act credit

B ]DN_IO tax.idaho.gov

State Tax Commission

Questions?

— ]DN_IO tax.idaho.gov

State Tax Commission

1/15/2013

27



Tax expenditure--Use of Income
Investment Tax Credit (ITC)

Other States Tax Credit

Elderly Dependent Credit

Youth and Rehabilitation Credit
Schools, Library and Museum Credit
Grocery Credit

Recycling Equipment Credit
Technological Equipment Deduction

Long-term Care Insurance Deduction

Alternative Energy Device Deduction

Energy Efficiency Deduction (formerly
Workers Compensation Premium Deduction

Child Care Deduction

College Savings Deduction

Health Insurance Deduction

Applicable

Statute
63-3029B

63-3029
63-3025D
63-3029C
63-3029A
63-3024A
63-3029D

63-3022J

63-3022Q

63-3022C

63-3022B

63-3022(m)

63-3022D

63-3022(n)

63-3022P

Brief Description

3% credit of cost of qualified property, non
refundable. Carryover of up to 14 years
allowed, subject to recapture

Credit for income taxes paid to another state
$100 refundable credit, max. $300

Credit of 50% of deduction to listed groups
Credit up to 50% of tax or $500 single,

20% credit of equipment used to
manufacture products containing post
consumer waste. $30,000 max. in single
Deduction of the FMV of computers
donated to schools and certain other
Deduction of 100% of premiums for long
term care not otherwise deducted or
accounted for in determining taxable income
Deduction for cost of certain alternative
energy devices used in residences. Limited
to 40% of cost in first year, 20% of cost in
next three years. Maximum deduction of

Deduction of premium for self employed
individual if not already deducted in arriving
Allow deduction of child care expenses used
in calculating Federal credit.

Deduction of up to $8,000 per year MFJ or
$4,000 per year single for amounts
contributed to a college savings program.
Deduction for cost of health insurance
premiums not otherwise deducted in

Year(s) of
Year  Significant
Enacted Amendments
1982 1982, 1987,
1939 1996, 2009
1981 1994
1982
1976
1965
1994
1984 1985, 1995,
2009
2001 2004
1976 1994
1976 2012
1990
1977
2000
2000 2001

Exemption,
CY 2012 ($in
Thousands)

33,280

65,443
790
9,229
9,598
105,529
25

60

1,134

529

1,479
400

3,852

1,614

14,097



Elderly and Developmental Disability
Deduction

Adoption Expense Deduction

Medical Savings Account Deduction

New Employees Credit

Broadband Investment Credit
Research Activity Credit

Promoter Sponsored Events Credit

Small Employer Capital Investment Credit (Sur

Small Employer Real Property Improvement Ci

63-3022E

63-30221

63-3022K
63-3029F

63-30291

63-3029G
63-

3620C(3)(b)
63-4403

63-4044

Deduction of $1,000 for each eligible
member of household. Eligible member
must be either 65 or older or
developmentally disabled. Maximum of
Deduction up to $3,000 of actual legal and
medical costs.

Deduction limited t0$2,000 per taxpayer.
Deduction for new hires if strict
requirements are met that include wage paid,
unemployment rate in county, providing of
heath insurance benefit, and rating by Dept.
of Labor. Max credit of 6% of qualified

3% credit of cost of qualified property. Can
be used with ITC. Limited to $750,000, non
refundable. Carryover of up to 14 years
allowed. Credit is transferrable.

5% credit for qualified research performed
in Idaho. Carryover of up to 14 years
Refundable credit of $1 for each temporary
sales tax permit issued by event sponsor or
3.75%credit on new equipment in lieu of
ITC, limited to $750,000 per year, 62.5% of
tax liability, 14 year carry over. Has
requirements for investiment level, job
creation, hourly wage, average wage.
Employer must qualify under Idaho Small
2.5% credit on purchase price of new plant
(building and structural components) within
project site, limited to $125,000 per year, 14
carry forward. Has requirements for
investiment level, job creation, hourly wage,
average wage. Employer must qualify under

1981

1994

1994
2000

2001

2001

1999

2005

2005

1984, 1994

1995

2009

2006, 2008,
2009

47

861
7,600

828

2,245

351



Small Employer New Jobs Credit

Live Organ Donation Expenses Credit

63-4045

63-3029K

Tax credit ranging from $1,500 to $3,000 2005
for each eligible new job, limited to 62.5%

of tax liability per year, 10 year carry

forward. Has requirements for investiment

level, job creation, hourly wage, average

wage. Employer must qualify under

Employer must qualify under Idaho Small

Credit for donor's unreimbursed direct 2006
expenses for live organ donation.

2006, 2008,
2009

65

41



Est. Cost of
Year(s) of  Expenditure, CY

Applicable Year  significant 2012 ($in
Tax expenditure--Use of Income Statute Description Enacted Amendments  Thousands)
Capital Gains Exclusion Exclude 60% of gain from sale of certain
63-3022H Idaho property. 1987 1995, 1998, : 11,747
Excludes interest on securities issued by
Government Interest Exclusion 63-3022M  State of Idaho and local government and 1998, 1999 2,569

Excludes amount of social security income

63-3022I included in federal adjusted gross income. 1984 50,725
Excluded amount of retirement benefits
paid by the Railroad Retirement Board.

Social Security Exclusion

Railroad Retirement Exclusion 63-3022I Equivalent to the Social Security
benefits of US civil servants, Idaho

Retirement Benefit Exclusion 63-3022I firemen and police and US military. 6,001
Excludes Idaho lottery prizes less than

Idaho Lottery Winnings Exclusion 67-7439 $600 from taxable income. 1988 1998 4,901
Excludes income earned on an Indian Treaties

Indian Earnings on Reservation Exclusion Rule 033 reservation by enrolled tribal members.  and case 609

Exclude amounts paid to individuals from
World War Il Reparations Exclusion 63-3022G  US Civil Liberties Public Education Fund. 0



[~ 740 2012

M 6790005
IDAHO INDIVIDUAL INCOME TAX RETURN
AMENDED RETURN, check the box. State Use Only

See instructions, page 6 for the reasons
for amending and enter the number.

. . . . Your Social Security Number (required)

For calendar year 2012, or fiscal year beginning , ending

Your first name and initial Last name
% Spouse's Social Security Number (required)
E Spouse's first name and initial Last name
@ w
o & Maili dd
w = | Mailing address Taxpayer deceased !Do you need Idaho
2 in 2012 income tax forms
E City, State, and Zip Code Spouse deceased mailed to you next year?
o in 2012

I - DYes . l:, No

FILING STATUS. Check only one box. 6. EXEMPTIONS. |t 5;meone can claim you as a Enter "1"in boxes 6a,  Yourself a. |:|

If filing married joint or separate return, enter

N ) dependent, leave box 6a blank. and 6b, if they apply.
spouse's name and Social Security Number above. Spouse  b. |:|

) c. List your dependents. If more than four dependents, continue on Form 39R.
1. D Single Enter the total NUMDBEr NEre ............coviiieeeeeeeeeeeeeee e c |:|
2 D Married filing joint return First name Last name Social Security Number
3. D Married filing separate return | |
\ |
4. Head of household
] L
5. D Qualifying widow(er) | |
Must match federal return. d. Total exemptions. Add lines 6a through 6¢c. Must match federal return ............ d. |:|
INCOME. See instructions, page 7.
7. Enter your federal adjusted gross income from federal Form 1040, line 37; federal Form 1040A, line 21;
or federal Form 1040EZ, line 4. Include a complete copy of your federal return ...........c.ccooeiiiiiiiiinciicceee =7 00
8. Additions from Form 39R, Part A, line 7. Include FOrm 39R ..ot 8 00
9. Total. Add lINES 7 @Nd 8 ..o e 9 00
10. Subtractions from Form 39R, Part B, line 23. Include FOrm 39R ... ... 10 00
11. TOTAL ADJUSTED INCOME. Subtract line 10 from line 9.
If you have an NOL and are electing to forgo the carryback period, check here . |:| ....................................... =11 00
TAX COMPUTATION. See instructions, page 7.
a. Ifage65orolder .......cccooeeiveiinnnn. . D Yourself * D Spouse
Standard | 12. CHECK b. I BINA oo « [ ] Yourself [ ] Spouse
Deduction C. If your parent or someone else can claim you as a dependent,
For Most check here and enter zero on lines 18 and 42. .| |
People
Single or 13. Itemized deductions. Include federal Schedule A .............oooooiiiiii i = (13 00
Married filing | 14 All state and local income taxes included on
Separately: .
$5,950 federal SChedule A, lINE 5 ...ttt ettt n e - (14 00
Head of 15. Subtract line 14 from line 13. If you do not use federal Schedule A, enter zero ..........cccceeeeeeenns 15 00
Ho;;?ggld: ~ 16. Standard deduction. See instructions page 7 to determine standard deduction amount
—  if different than the Standard Deduction For Most PEOPIE ........ccccciiiiiiiiiiiieieee e = |16 00
Married filing
Jointly or 17. Subtract the LARGER of line 15 or 16 from line 11. If less than zero, enter zero .......................... 17 00
Qualifying
Widow(er): | 18. Multiply $3,800 by the number of exemptions claimed on line 6d ...........ccccooeiiriiiiiiiciiin - [18 00
11,900 . ) .
s 19. Idaho taxable income. Subtract line 18 from line 17. If less than zero, enter zero  ...........ccccoeee =19 00
20. Tax from tables or rate schedule. See instructions, page 36 .........ccccceiiiiiiiiiiiiieiie e =120 00
Continue to page 2.
MAIL TO: Idaho State Tax Commission, PO Box 56, Boise, ID 83756-0056 m ||‘ ‘ |”| | “ |‘ |‘|‘
INCLUDE A COMPLETE COPY OF YOUR FEDERAL RETURN. I
01 2 1

5095



| Form 40 - 2012

Page 2
EFO00089p2 07-20-12
21, Tax @amoUNt fTOM TINE 20 .....eeiiiiiiieiei e e et e oo e et e e e e e e e b e e ee e e e e e saeeeeeeeeesasbseeeeeeeasssssaeaeeeseansanneeaeeeaanns 21 00
CREDITS. Limits apply. See instructions, page 8.
22. Income tax paid to other states. Include Form 39R and a copy of other state return ...... =122 00
23. Total credits from Form 39R, Part E, line 4. Include Form 39R ...........ccccoovvevievivcninnene. 23 00
24. Total business income tax credits from Form 44, Part |, line 12. Include Form 44 ........ 24 00
25. TOTAL CREDITS. Add liNes 22 through 24 ...ttt ettt e e nneas 25 00
26. Subtract line 25 from line 21. If line 25 is more than line 21, enter zero ............cccccoooeiiiiiieeeeeee, 26 00
OTHER TAXES. See instructions, page 8.
27. Fuels tax due. INCIUAE FOMM 75 ..ottt ettt ettt et et e e te et esbe e s e seeseesaeeneesaeaneessesseeseaneens 27 00
28. Sales/Use tax due on Internet, mail order, and other nontaxed purchases ..............cccccccciiiiiiiiiiiiiiiiicnieeee =128 00
29. Total tax from recapture of income tax credits from Form 44, Part Il, line 7. Include Form 44 ............cccccoceviienne 29 00
30. Tax from recapture of qualified investment exemption (QIE). Include Form 49ER ..o, =30 00
31. Permanent building fund. Check the box if you are receiving Idaho public assistance payments .................. . |:| 31 10| oo
32. TOTAL TAX. Add lIN€S 26 throUGh 31 ...ttt ettt ettt e et e e st e e b e e eneeeneeenbeeeneeaneas =32 00
DONATIONS. See instructions, page 8. | want to donate to:
33. Nongame Wildlife Conservation Fund " 34. |daho Children's Trust Fund ............ "
35. Special Olympics Idaho .........ccccccceeiiiiienne. " 36. Idaho Guard and Reserve Family ... *
37. American Red Cross of Greater Idaho Fund .. * 38. Veterans Support Fund ................... -
39. Idaho Foodbank ..........ccccceeviiniiiiiiiiiieee, " 40. Opportunity Scholarship Program ... *
41. TOTAL TAX PLUS DONATIONS. Add lin€s 32 through 40 ..........cccoioiiiiiiiiieieeeeeee e 41 00
PAYMENTS and OTHER CREDITS. Complete the grocery credit refund worksheet on page 9.
42. Grocery credit. Computed Amount (from worksheet) ..........cccooiiiiiiiiiiien .
To donate your grocery credit to the Cooperative Welfare Fund, check the box and enter zero on line 42. . |:|
To receive your grocery credit, enter the computed amount on line 42 ... =42 00
43. Maintaining a home for family member age 65 or older, or developmentally disabled. Include Form 39R .............. =43 00
44. Special fuels tax refund Gasoline tax refund Include Form 75 44 00
45. ldaho income tax withheld. Include Form(s) W-2 and any 1099(s) that show Idaho withholding ............cccccceeiine =| 45 00
46. 2012 Form 51 payment(s) and amount applied from 2011 return .........ccoiiiiiiiiiiiceee e =| 46 00
47. Pass-through income tax. Withheld = Paid by entity * Include Form(s) ID K-1 .... |47 00
48. Hire One Act credit for new employees. Include FOrmM 72 . ..o = 48 00
49. TOTAL PAYMENTS AND OTHER CREDITS. Add lines 42 through 48 ..........c.coiiiiiiiiiiii e 49 00
TAX DUE or REFUND. See instructions, page 10. If line 41 is more than line 49, GO TO LINE 50. If line 41 is less than line 49, GO TO LINE 53.
50. TAX DUE. Subtract line 49 from lINE 41 .ottt et et e et e e e e e e e nnee e e enneeas . 00
51. Penalty =  Interestfromtheduedate = Entertotal .............. 51 00
Check box if penalty is due to an ineligible withdrawal from an Idaho medical savings account
52. TOTAL DUE. Add lines 50 and 51. Make check or money order payable to the Idaho State Tax Commission........ = | 52 00
53. OVERPAID. Line 49 minus lines 41 and 51. This is the amount you overpaid ............cccceeiiiiiiiiiiniienieeee e = |53 00
54. REFUND. Amount of line 53 to be refunded to yoU ..........c.cccoiiiiiiiiiii e . 00
55. ESTIMATED TAX. Amount of line 53 to be applied to your 2013 estimated taX ..........cccooeiiiiiiiiiiiiieeee = [ 55 | 00
56. DIRECT DEPOSIT. See instructions, page 11. = [ ]Check if final deposit destination is outside the U.S. Typeof * D Checking
= Routing No. = Account No. Account: | D Savings
AMENDED RETURN ONLY. Complete this section to determine your tax due or refund. See instructions.
57. Total due (line 52) or overpaid (liNe 53) 0N this FEUM .........c.coiiiuiieteeieeetcee ettt et ee e et eseaene e 57 00
58. Refund from original return plus additional refUNAS ...........oooiiiiii e 58 00
59. Tax paid with original return plus additional tax Paid ...........ccooiiiiiiiii s 59 00
60. Amended tax due or refund. Add lines 57 and 58 and subtract iNe 59 ............ccoooiiiiiiiiii e 60 00

Within 180 days of receiving this return, the Idaho State Tax Commission may discuss this return with the paid preparer identified below.

Under penalties of perjury, | declare that to the best of my knowledge and belief this return is true, correct and complete. See instructions.

SIGN Your signature Spouse's signature (if a joint return, BOTH MUST SIGN)
HERE | * -

Date Daytime phone Preparer's EIN, SSN, or PTIN
Paid preparer's signature Address and phone number
01 21

52 95

_



8734

M EFO00091 07-20-12

|— § 43 IDAHO PART-YEAR RESIDENT & NONRESIDENT INCOME TAX RETURN 201 2

State Use Onl

AMENDED RETURN, check the box. , |:| ae ey

See instructions, page 12 for the reasons

for amending and enter the number. - Your Social Security Number (required)
For calendar year 2012, or fiscal year beginning , ending
4 Your first name and initial Last name
(o]
E Spouse's first name and initial Last name Spouse's Social Security Number (required)
o w
oo

>=| Mailing address
w =
n Do you need Idaho
< Taxpayer deceased income tax forms
] City, State, and Zip Code in 2012
E mailed to you next year?
Spouse deceased
If you or your spouse are nonresident aliens for federal purposes, check here. . |:| in 2012 " D Yes " D No
Residency status Resident Idaho Resident on Active Military Duty Nonresident Part-Year Resident Military Nonresident
Check one for yourself and one for Yourself 1" ] 2" [] 3= [] 4" ] 5 - ]
your spouse if a joint return. Spouse ] ] ] ] =[]
Full months in Idaho this year = Yourself = Spouse Indicate current state of residence. = Yourself = Spouse
FILING STATUS. Check only one box. |:|
Y 6. EXEMPTIONS. If someone can claim you as a Enter "1" in boxes 6a, Yourself a.

If filing married joint or separate return, enter
spouse's name and Social Security Number above.

dependent, leave box 6a blank. and 6b, ifthey apply.  Spouse  b. |:|

1. D Single c. List your dependents. If more than four dependents, continue on Form 39NR.
Enter the total numberhere ... c. |:|
2. |:| Married filing joint return First name Last name Social Security Number

3. D Married filing separate return \ \

4.| | Head of household -

5. | Qualifying widow(er)

Must match federal return. d. Total exemptions. Add lines 6a through 6c. Must match federal return ............ d. |:|

IDAHO INCOME. See instructions, page 13. Idaho Amounts

7. Wages, salaries, tips, etc. Include Form(s) W-2 ... o7 00

8. Taxable INTEIrEST INCOME .......ccviieiiiiceeceee ettt et ettt et et e et e e st e eae e e e te e s et e easeaesaeenaesaeennens N 00

[ B 11/ 1o (=Y o Yo I Ta Voo 1 o1 R . 9 00
T0. AlIMONY FECEIVEA ...ttt ettt e e ettt e ettt e e e et e e e s ae e e e naeeeansaeeeasseeeeasseeeanseeeeanseeeesnseeeennseeeanseeeennseeeannnen =110 00
11. Business income or (loss). Include federal Schedule C or C-EZ .........ccccooiiiiiiiiiceieiecee e =1 00
12. Capital gain or (loss). If required, include federal SChedule D .........ccccooiiiiiirinieieece e =12 00
13. Other gains or (losses). Include federal FOrm 4797 ... ... e =113 00
14. IRA distributions (taxable @mOUNT) ........ooiiiiii e 114 00
15. Pensions and annuities (taxable @MOUNE) ..........coiiiiiiiiiieeec et =15 00
16. Rents, royalties, partnerships, S corporations, trusts, etc. Include federal Schedule E .............ccccooiiiiieiiinenns |16 00
17. Farm income or (loss). Include federal Schedule F ..........cooiiiiiiiii e =117 00
18. Unemployment compensation ......... . =118 00
19. Other income. Include explanation =119 00
20. TOTAL INCOME. Add lIN€S 7 through 19 ..ottt e et ae e e st e e e s e e e s e e e nnseeeennneeeas 20 00
IDAHO ADJUSTMENTS. See instructions, page 13.
21. Deductions for IRAs, health savings accounts, and IRC 501(c)(18)(D) retirement plan |21 00
22. Moving expenses, alimony paid, and student [oan interest ............ccccooiiiiiiiii =22 00
23. Deductions for self-employment tax, health insurance, and qualified retirement plans .............c.ccoccoiiiiiiien. " |23 00
24. Penalty on early Withdrawal Of SBVINGS ......c.ciiiiiiiiiiee ettt sttt n e e e e e eneeneenas |24 00
25. Other deductions. SEE INSITUCHIONS .......ccciuiiuiiiiiitieie ettt ettt et et et re e ste et eereenteeseeneesaeeneens |25 00
26. TOTAL ADJUSTMENTS. Add lines 21 through 25 ..ottt 26 00
27. ADJUSTED GROSS INCOME. Subtract line 26 from line 20

If you have an NOL and are electing to forgo the carryback period, check here . |:| ............................... |27 00

Within 180 days of receiving this return, the Idaho State Tax Commission may discuss this return with the paid preparer identified below.
Under penalties of perjury, | declare that to the best of my knowledge and belief this return is true, correct and complete. See instructions.

Your signature Date MAIL TO: Idaho State Tax Commission, PO Box 56, Boise, ID 83756-0056
SN : — : INCLUDE A COMPLETE
HERE [Spouse's signature (if a joint return, BOTH MUST SIGN) Daytime phone
. COPY OF YOUR
Paid preparer's signature Preparer's EIN, SSN, or PTIN | FEDERAL RETURN.
Address and phone number 0121700965 I




Page 2

Form 43 - 2012 EFO00091p2 07-20-12 Column A - Total Column B - Idaho
|_ 28. Enter amount from federal Form 1040, line 37, 1040A, line 21, or 1040EZ,
line 4 in Column A. Enter amount from line 27 in Column B ........ccccccvveee. "1 28 00 00
29. Additions from Form 39NR, Part A, line 5. Include Form 39NR .................. 29 00 00
30. Subtractions from Form 39NR, Part B, line 26. Include Form 39NR ........... 30 00 00
31. TOTALADJUSTED INCOME. Add lines 28 and 29, less line 30 ................ . 31 00| - 00
Standard | 32 @ Check if age 65 or older ........ « [ Yourself ~ « [] Spouse  b. Checkif blind ........... « [ Yourself « [] Spouse
Deduction c. If your parent or someone else can claim you as a dependent, check here and enter zero on lines 37 and 61 = []
Fg;x:::t 33. ltemized deductions. Include federal SChedUle A ............o.ovocmoeeeeceeeeeeeeeeeeeeeeeeeeeeeeee e .33 00
34. All state and local income taxes included on federal Schedule A, line & ... . |34 00
Singleor | 35. Subtract line 34 from liNe 33 .........c.cooiiiiiiiii 35 00
Married filing 36, Standard deduction. See instructions page 14 to determine standard deduction amount
Seg;;astgly: [ if different than the Standard Deduction FOr Most PEOPIE ............c.ccceueurveveveeeieeeiceeceeeeeeeeee e, - |36 00
37. Multiply $3,800 by the number of exemptions claimed on liN€ 6d ...........c.ccoeveviieceeiiceeeeeeee . |37 00
Honsajhglfd 38. Add line 37 and the LARGER Of i€ 35 01 € 36 ........cvvvvvmmrrvecsnrneiisscesscsscessi 38 00
$8.700 | 39. Idaho percentage. Divide line 31, Column B, by line 31, COlUMN A .......cooooriirrierinecs 39 %
] i 40. Multiply amount on line 38 by the percentage on line 39 and enter the result here ...........cccceeee. 40 00
Mty oS | 41 Idaho taxable income. - Subiract line 40 from line 31, COIUMN B ... . [41 00
Qualifying | 42. TAX from tables or rate schedule. See instructions, page 36 .........cccccevveierirererieieee s - |42 00
V\gilq’v‘é(oe(;): 43. Income tax paid to other states. Include Form 39NR and other states returns ...............ccccco....... . |43 00
44. Total credits from Form 39NR, Part E, line 4. Include Form 39NR .........ccoooiiiiiiiiie e, 44 00
45. Total business income tax credits from Form 44, Part |, line 12. Include Form 44 ...........ccccccoeen. 45 00
46. Line 42 minus lines 43 through 45. If less than zero, enter Zero .............ccoccoveiiiiniiiiiiiniiieeen. 46 00
47. Fuels tax due. INCIUAE FOMM 75 ..o ettt ettt ettt ettt e e nae et e eaeeneenneneenean 47 00

{3 |148. Sales/Use tax due on Internet, mail order, and other nontaxed purchases ................... .. " |48 00

E 49. Total tax from recapture of income tax credits from Form 44, Part ll, line 7. Include Form 44 ... 49 00

; 50. Tax from recapture of qualified investment exemption (QIE). Include Form 49ER .........cccccoiiiiiiiiiiiiiieee, " 150 00

o 51. Permanent building fund. Check the box if you are receiving Idaho public assistance payments . 51 10| 00
52. TOTAL TAX. Add lINeS 46 through 571 ...ttt " |52 00

° | want to donate to: 53. Opportunity Scholarship Program .................... -

5 54. ldaho Guard and Reserve Family ................ - 55. Idaho Children's Trust Fund ...... .

'<z? 56. Special Olympics Idaho .........cccccceevivnncnnnn. . 57. Nongame Wildlife Conservation =

8 |58. American Red Cross of Greater Idaho ......... - 59. Idaho Foodbank ...........ccceceee. -

60. TOTAL TAX PLUS DONATIONS. Add lines 52 through 59 .........coiiiiiieiieeseee et 60| 00
61. Grocery credit. See instructions, page 16. Computed Amount (from worksheet) ......... .

To donate your grocery credit to the Cooperative Welfare Fund, check the box and enter zero on line 61 = |:|

To receive your grocery credit, enter the computed amount on liNe 61 .........ooiiiiiiiiiii e - | 61 00
62. Maintaining a home for family member age 65 or older, or developmentally disabled. Include Form 39NR ...... " 162 00
63. Special fuels tax refund Gasoline tax refund Include Form 75 63 00

E 64. ldaho income tax withheld. Include Form(s) W-2 and any 1099(s) that show Idaho withholding ..............c......... " |64 00

g 65. 2012 Form 51 payment(s) and amount applied from 2011 refurn ..o * |65 00

£ |66. Pass-through income tax. Withheld * Paid by entity = Include Form(s) ID K-1 .... 66 00
67. Hire One Act credit for new employees. InClude FOrM 72 ... . |67 00
68. TOTAL PAYMENTS AND OTHER CREDITS. Add lines 61 through 67 ..........cccooiiiiiiiiiiieeeecceeeee 68 00
69. TAX DUE. Subtract line 68 from lIN€ B0 ..........cocuiiiiiiiiiiiiiii e .

§ 70. Penalty = Interest from the due date - Enter total. 00

E Check box if penalty is due to an ineligible withdrawal from an Idaho medical savings account ................. . |:| 70 00
71. TOTAL DUE. Add lines 69 and 70. Make check or money order payable to the Idaho State Tax Commission ... *|74 00
72. OVERPAID. Line 68 minus liNes 60 and 70 ............ccooiiiiiiiii e " 72 00

a

§ 73. REFUND. Amount of line 72 to be refunded t0 YOU .........cociiiiiiiiiiii e .

@ 00
74. ESTIMATED TAX. Amount of line 72 to be applied to your 2013 estimated tax ........cccccoiiieiiniiiiiniiicee e, = |74 | 00
75. DIRECT DEPOSIT. See instructions, page 18. * L] Check if final deposit destination is outside of the U.S. Type of = DCh )

ecking
= Routing No. = Account No.
Account: = D Savings
76. Total due (line 71) or overpaid (liN€ 72) ......ccoceviiiiiiiiiciiiece 76 00

g 77. Refund from original return plus additional refunds ..................... 77 00

% 78. Tax paid with original return plus additional tax paid  ..................... 78 00 J
79. Amended tax due or refund. Add lines 76 and 77, less line 78 ... | 79 00

01217295



:30R IDAHO SUPPLEMENTAL SCHEDULE 2012

M EFO00083 For Form 40, Resident Returns Only
Name(s) as shown on return Social Security Number
A. Additions. See instructions, page 19.
1. Federal net operating loss carryover included in Form 40, liNn€ 7 ........ccooiiiiiiiiiiii e « |1 00
2. Capital loss carryover incurred outside the state before becoming an Idaho resident .................... .| 2 00
3. Non-ldaho state and local bond interest and dividends ..., = 3 00
4. ldaho college savings account Withdrawal .............ccccooiiiiiiiiiii e - 4 00
5. Bonus depreciation. Include computations ............coooiiiiiiiiiiii e -« 5 00
6. Other additions. Include explanation ............cccoooiiiiiiiiiii e .| 6 00
7. Total additions. Add lines 1 through 6. Enter here and on Form 40, line 8 ...........ccccoociiiiieiieenne - 7 00
B. Subtractions. See instructions, page 19.
1. Idaho net operating loss carryover *
Idaho net operating loss carryback = Entertotal here ..o 1 00
2. State income tax refund if included in federal INCOME ..........ccoiiiiiiiiiiiiiii e « | 2 00
3. Interest from U.S. Government obligations ............ccoioiiiiiiiiiiiii e .| 3 00
4. Energy effiCienCY UPGrades .......oooiiiiiiiiii et e e e e et et e e e e e e et e e e nne e e e anneeeeneeeennees .| 4 00
5. Alternative energy devices deduction
Year
Acquired Type of Device Total Cost Percent
a. 2012 $ X 40% =|5a 00
b. 2011 $ X 20% =|5b 00
c. 2010 $ X 20% =|5¢c 00
d. 2009 $ X 20% = |5d 00
e. Add lines 5a through 5d. Can't exceed $5,000 ..........coveueriueeeeeeeeeeeeee e = | 5e 00
6. Child/dependent care. Include federal FOrm 2441 ...t | 6 00
7. Social security and railroad benefits, if included in federal income ............ccocciiiiiiii = 7 00
8. Retirement benefits deduction. Complete Part C ..........oooiiiiiiiiii e = 8 00
9. Technological equipmeNnt dONALION ........coocuiiiiiiii e = 9 00
10. Idaho capital gains deduction. Include FOrm CG ...t = 10 00
11. Active duty military pay earned outside Of Idaho ... . 11 00
12. AdOPLION EXPENSES ...ttt e e s s . 12 00
13. Idaho medical savings account. Contributions Interest
Financial institution Account number - 13 00
14. 1daho college SaVINGS PrOGraAM  .....eeiiiiiiiiiii ittt ettt e bt e et e enneesnnee s « 14 00
15. Maintaining a home for the aged and/or developmentally disabled ................ccccoooiiiiiiiiii. « 15 00
16. Idaho lottery winnings, less than $600 Per Prize .........cccooioiiiiiiiii et « 16 00
17. Income earned on a reservation by an American Indian ... .17 00
18. Health INSUranCe PremMiUmMS ......oi ettt e e s =18 00
19. Long-term Care iNSUFANCE  ............cc.oiiiiiiiee e =19 00
20. Worker's compensation iNSUMANCE  ..........cc.oiiiiiiiiiiece s = |20 00
21. Bonus depreciation. Include computations ... .21 00
22. Other subtractions. Include explanation ... . |22 00
23. Total subtractions. Add lines 1 through 4 and 5e through 22.
Enter here and on FOrm 40, INE 10 ....oooeeieeeiiieee ettt e e e e e e e e er e = |23 00
C. Retirement Benefits Deduction. See instructions, page 24, for qualified retirement benefits.
1. If single enter $30,156, or if married filing jointly enter $45,234 .............. - 00
2. Federal Railroad Retirement benefits received ..o, | 2 00
3. Social Security benefits received ..., - 3 00
4. Line 1 minus lines 2 and 3. If less than zero, enter zero .......................... 4 00
5. Qualified retirement benefits included in federal income .......................... = 5 00
6. Enter the smaller of line 4 or 5 hereand on Part B, IN€ 8 ........oiiiiiiiiiiieeee e 6 00




Form 39R - 2012 EFo00088p2 07-30-12 Page 2

Name(s) as shown on return Social Security Number

D. Credit for Income Tax Paid to Other States. See instructions, page 24.

This credit is being claimed for taxes paid to: = (State name)
1. Idaho tax, Form 40, iNe 20 ........ccccooiiiiiiii e 1 00 Includ fth
2. Federal adjusted gross income earned in other state adjusted for irr:c(::ol:n:t:xigﬁ%noandg
Idaho modifications. See INStrUCHIONS ........cccccovviiieeieeecee e | 2 00| separate Form 39R for
; ; ; ; each state for which a
3. Id.aho a.djusted income. See INSIUCIONS ....ccveeveceicie e 3 00 | e itis claimed.
4. Divide line 2 by line 3. Enter percentage here ..........cccccoovviiiiiiiiieeeens 4 %
5. Multiply line 1 by line 4. Enter amount here ..........ooooiiiiiiiiiii e 5 00
6. Other state's tax due less its INCOME tax CreditS .........ooooiiiiiiiiiiiiee e = 6 00
7. Enter the smaller of lines 5 or 6 here and on Form 40, liN€ 22 .........oevviiiiiiiiiiiiiei e, | 7 00

E. Credits for Contributions to Idaho Educational Entities, Idaho Youth and Rehabilitation
Facilities, and Live Organ Donation Expenses. See instructions, page 24.

1. Credit for contributions to Idaho educational entities ...........cccccoiiiiiiiiiii e = 1 00
2. Credit for contributions to Idaho youth and rehabilitation facilities ...........cccccciiiiiiiiiii | 2 00
3. Credit for live organ donation EXPENSES .....cc..eiiiiiiiiiiiie ettt et e e e e e e e e ee e e e e nnnneeae s = 3 00
4. Total credits. Add lines 1 through 3. Enter total here and on Form 40, line 23 .............ccooiiiiinnenn. 4 00

F. Maintaining a Home for a Family Member Age 65 or Older, or a Family Member With a
Developmental Disability. See instructions, page 25.

1. Did you maintain a home for an immediate family member age 65 or older and provide more than

one-half of his/her support? You and your spouse do not qualify .........ccccoeiiieiiiiiiiiin e D Yes D No
2. Did you maintain a home for an immediate family member with a developmental disability and
provide more than one-half of his/her support? You and your spouse may qualify ...........ccccccc...... D Yes D No

3. List each family member you are claiming:

Check here if
Name of Family Member Social Security Number Relationship to Person Date of Birth of developmentally

First Name Last Name of Family Member Filing Return Family Member disabled

4. Total amount claimed ($100 for each qualifying member but not more than $300).
Enter here and on Form 40, line 43. (Credit cannot be claimed if you took $1,000 deduction
ON Part B, lINE 15.) oot e e et e e e e st e e e e e et e e e e enneeeaaean 4 00

G. Dependents: (Continued from Form 40, page 1, Line 6c)

First Name Last Name Social Security Number
I
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6 42 IDAHO SUPPLEMENTAL SCHEDULE FOR
M Eroooozs MULTISTATE & MULTINATIONAL BUSINESSES

08-12-09 Attach to the Idaho Income Tax Return as Page 3

Name as shown on return

Federal employer identification number

PART Il. APPORTIONMENT FORMULA

PROPERTY (OWNED PROPERTY AT ORIGINAL COST) TOTAL

IDAHO

PERCENTAGE

BEGINNING OF YEAR
L 101775 ] (o] 4 =Y U PPPRSPR .

2. Real and tangible personal property..........ccccoccriieiiiiieiniiee e .

END OF YEAR
3. INVENTOTIES oo .

Real and tangible personal property ..........cccocoviiiiiiiieiniieiiieees .

Total of lines 1 through 4 ..o

Average. Line 5divided by 2........cccoiiiiiiiiiiii e

Rented property (capitalized at 8 times rents paid) ...........ccccceenen. .

© N oA

Total property. Add liNes 6 and 7...........coooviiiiiiiiiiiiicieeece .

9. Idaho property percentage. Compute percentage to four decimal places ............c.cccceveennne

%

SALES (GROSS RECEIPTS)
10. Gross sales, less returns and allowances...........cccccceevveeeiieeeciieeens .

11. Sales delivered or shipped to Idaho purchasers..........cc.cccccvvevnnnenn.
12, 1daho "throwback" sales............ccccoiiiiiiiiiiiiii e

13, SaleS Of SEIVICES.....oiiiiiiiieiiie e -

14. Other business gross reCeipts ..........ccooveeieeiiiiiiiiieesee e .

15. Total gross receipts. Add lines 10 through 14 .........ccveiiiiiiiiieens .

16. ldaho sales percentage. Compute percentage to four decimal places...........cccccceevveiinennn.
17. ldaho sales percentage doubled. Multiply line 16 by 2. Ultility companies see instructions.

%

%

PAYROLL
18. Total wages and Salaries...........ccccoiiiiiiiiiiiiicc e .

19. Idaho payroll percentage. Compute percentage to four decimal PlaCeS...........coouiiiiiiiiiiiiiii e

20. TOTAL PERCENTAGE. Add lines 9, 17 and 19. Utility companies add lines 9, 16 and 19

21. IDAHO APPORTIONMENT FACTOR. S€€ INSIIUCHONS. ........viieiiiiiecieite et ettt e ettt e et e et e e et e e s aae e e e naaaeennaeeeenneaeans

%

%

%

PART Il. MULTINATIONAL ADJUSTMENTS. Required for all multinational corporations

WATER'S EDGE

WORLDWIDE

ADDITIONS

1. Income of unitary foreign subsidiaries. See instructions..............ccccceiiiiiiiiiiiii
Federal taxable income of unitary subsidiaries not included on the federal return...
Foreign Sales Corporation (FSC). See inStructions............ccocoiiiiiiiiiiieiiieiee e
Income of foreign corporations subject to federal taxation .............ccccooieiiiiiiiiiiiiice
IRC Section 936 possession corporations. See instructions
Intercompany transactions eliminated on the federal return.............cccooooiiiiiiiiiiiie
Other additions. Attach explanation .............cccueeiiiii i

No o MeDd

8. Total additions. Add lines 1 through 7. Enteronline 17, Form 41 .......ccccoiiiiiiiiiiiiiiceiiieene

~N (OO0 W N =

SUBTRACTIONS
9. Federal taxable income of nonunitary subsidiaries included on the federal return..................
10. Exclusion for foreign dividends and deemed dividends from possession corporations
FOreign diVIAENAS ......ccueiiiiii ettt
Deemed dividends from possession corporations....................
Total dividends subject to exclusion. Add lines 10a and 10D.........cccocieiiiiiiiiiiiiciiiecee
Enter 80% if no spreadsheets filed or 85% if spreadsheets filed ............ccccceiiiinninn.
Dividend exclusion. Multiply line 10c by line 10d........
11. Intercompany dividends included on the combined return
12. Intercompany transactions included on the federal return
13. Other subtractions. Attach explanation

® a0 oo

14. Total subtractions. Add lines 9, 10e, 11, 12 and 13. Enter on line 29, Form 41..................

10a

10b

10c

10d

%

10e

1"

12

13

14




INDIVIDUAL INCOME TAX

Description: (Title 63, Chapter 30, /daho Code)

Collections from the individual income tax are based on a graduated scale of tax rates that are applied to
brackets of Idaho taxable income. Beginning with tax year 2000, Idaho’s income tax brackets have been
adjusted annually for inflation. Current and past individual income tax rates and brackets are detailed in the
following table.

INDIVIDUAL INCOME TAX RATE HISTORY

Tax Tax Rates on the Portion of Taxable Income *
Years | $0-1000 | $1001-$2000 | $2001-$3000 | $3001-4000 | $4001-5000 | $5001-6000 [$6001-7500]$7501-] $20000+
1931 1.0% 1.0% 2.0% 2.0% 3.0% 3.0% 4.0% 4.0% 4.0%
1933 1.0% 2.0% 3.0% 4.0% 5.0% 6.0% 6.0% 6.0% 6.0%
1935 1.5% 3.0% 4.0% 5.0% 6.0% 8.0% 8.0% 8.0% 8.0%
1955 2| 1.61% 3.23% 4.30% 5.38% 6.45% 8.60% 8.60% 8.60%  8.60%
1957 2.0% 4.0% 5.5% 6.6% 7.7% 8.8% 8.8% 8.8% 8.8%
1959 3.5% 5.0% 6.5% 7.5% 8.5% 9.5% 9.5% 9.5% 9.5%
1963 3.4% 5.5% 7.2% 8.25% 9.35% 10.5% 10.5% 10.5% 10.5%
1965 2.5% 5.0% 6.0% 7.0% 8.0% 9.0% 9.0% 9.0% 9.0%
1972 2.0% 4.0% 4.5% 5.5% 6.5% 7.5% 7.5% 7.5% 7.5%
1987 2.0% 4.0% 4.5% 5.5% 6.5% 7.5% 7.5% 7.8% 8.2%
$0-1022 | $1023-2044 | $2045-3066 | $3067-4088 | $4089-5110 | $5111-7666 |  $7667-20,442 | $20443+
2000 1.9% 3.9% 4.4% 5.4% 6.4% 7.4% 7.7% 8.1%
$0-1056 | $1057-2113 | $2114-3169 | $3170-4226 | $4227-5282 | $5283-7923 |  $7924-21120 | $21130+
2001 1.6% 3.6% 4.1% 5.1% 6.1% 7.1% 7.4% 7.8%
2002 | $0-1087 | $1088-2173 | $2174-3260 | $3261-4346 | $4347-5433 | $5434-8149 |  $8150-21730 $21731+
2003 | $0-1104 | $1105-2207 | $2208-3311 | $3312-4415 | $4416-5518 | $5519-8278 |  $8279-22074 $22075+
2004 | $0-1129 | $1130-2258 | $2259-3387 | $3388-4515 | $4516-5644 | $5645-8466 |  $8467-22577 $22577+
2005 | $0-1158 | $1159-2317 | $2318-3476 | $3477-4635 | $4636-5793 | $5794-8691 |  $8692-23177 $23178+
2006 | $0-1198 | $1199-2396 | $2397-3504 | $3595-4793 | $4794-5991 | $5992-8986 |  $8987-23963 $23964+
2007 | $0-1237 | $1238-2474 | $2475-3710 | $3711-4947 | $4948-6184 | $6185-9276 |  $9277-24736 $24737+
2008 | $0-1271 | $1272-2543 | $2544-3815 | $3816-5087 | $5088-6359 | $6360-9539 |  $9540-25440 $25441+
2009 | $0-1320 | $1321-2641 | $2642-3962 | $3963-5283 | $5284-6603 | $6604-9906 |  $9907-26417 $26418+
2010 | $0-1315 | $1316-2631 | $2632-3947 | $3948-5263 | $5264-6579 | $6580-9869 |  $9870-26319 $26320+
2011 | $0-1337 | $1338-2675 | $2676-4013 | $4014-5351 | $5352-6689 | $6690-10034 |  $10035-26759 | $26760+
$0-1380 | $1381-2760 | $2761-4140 | $4141-5520 | $5521-6900 | $6901-10349 $10350+
2012 1.6% 3.6% 4.1% 5.1% 6.1% 7.1% 7.4%

1. Income bracket amounts show n are for single and married filing separate returns.
For all other filing status returns double the income bracket amounts for each rate.
2. Rates show n include 7.5% surcharge on all brackets. Effective in 1955 and 1956.

3. Rates show n include 10% surcharge on brackets greater than $2000. Effective in 1957 and 1958.

Idaho taxable income is derived from federal taxable income (ATI). For Idaho residents, income from all
sources is taxable in Idaho, with credit provided for taxes paid to other states. For non-residents, only
income earned in Idaho is subjected to Idaho income tax. For part-year residents, income from all sources is
taxable during the period of Idaho residency, while only income earned in Idaho is subjected to Idaho
income tax during the period of non-residency.

Although Idaho conforms to most of the federal income tax provisions for determining taxable income, a
number of differences exist. Idaho’s definition of taxable income excludes 100% of social security income,



60% of certain capital gains, and 100% of interest earned on US government securities. For a complete
delineation of Idaho’s income tax structure, please refer to the Tax Structure section of this publication.

Idaho also provides a number of credits that are not included in the federal tax code. These include an
investment tax credit, credit for contributions to educational entities, and several credits linked to
investments in broadband equipment, research activities, and job creation. Again, for a complete
delineation of Idaho’s income tax structure, please refer to the Tax Structure section of this publication.

Idaho income derived from wages and salaries is subject to payroll withholding. Idaho does not require
estimated payments for individual income tax, so tax payments derived from business income and most
investment income are paid when the tax return is due (typically April 15 following the end of the tax year).
A number of Idaho taxpayers make voluntary estimated payments at the end of the tax year (typically
December 31) in order to claim the payment on the same year’s federal income tax return.

Since the enactment of Idaho’s income tax in 1931, all net tax liability, interest, and penalties have been
distributed to the General Fund. Beginning in FY 2001, withholding collections on Idaho lottery winnings are
distributed to public schools and counties. An amount equal to 20% of the individual income taxes collected
by the State Tax Commission and deposited with the State Treasurer is required by statute to be deposited in
the State Income Tax Refund Fund. Any balance exceeding $1,500,000 in the State Income Tax Refund Fund
at the end of the fiscal year is transferred to the General Fund on June 30.

A separate filing tax of $10 per income tax return has been assessed since 1959. Proceeds of the filing tax
went to the General Fund until 1961, when their distribution was changed to the Permanent Building Fund.
The income tax return form includes a variety of other "check offs" that can be used by the taxpayer to
donate various amounts (usually from refunds) to special funds, such as non-game wildlife and veterans’
support.

Basis of Projection:

The projections of General Fund revenue from the individual income tax for FY 2013 and FY 2014 are
based on a combination of econometric analysis and judgment.

The analysis begins with the IEM, an econometric base model of Idaho's economy that is used to derive
employment by industry and income by type. Idaho wage and salary payments data and other factors
are used to project withholding collections. Filing collections are estimated using a national equity
market index and Idaho personal income as the explanatory variables. The sum of these two
components is gross individual income tax collections. Net individual income tax collections are derived
by subtracting the forecasts for refunds and miscellaneous reductions. An example of the latter is the
withholding collections from Idaho lottery winnings that are distributed to the public schools and
counties, instead of the General Fund.

All forecasts for the individual income tax components are adjusted to reflect: a) new features of the tax
law that are expected to impact future collections and accruals, and b) effects of other factors that are
expected to have impacts not reflected in the econometric analysis.

The forecast that follows assumes no further changes in current Idaho income tax law, a standard
practice of the Division's revenue forecasts.



Historical Data:

INDIVIDUAL INCOME TAX

($ THOUSANDS)
Distributions
Perm. Misc. &

Gross Gen. Building  "Check-Off"
Year Collections | Refunds Fund Fund Donations
FY81 Actual| 242,743.6 41,262.4 196,892.1 1,093.2 3,495.8
FY82 Actual| 264,162.3 44,012.5 215,835.5 1,082.1 3,232.1
FY83 Actual| 272,845.0 55,669.9 212,356.6 1,064.1 3,755.4
FY84 Actual| 287,957.0 54,731.7 230,002.0 3,008.0 215.3
FY85 Actual| 314,955.9 62,164.8 249,277.9 3,322.7 190.5
FY86 Actual| 324,704.5 63,132.6 258,065.2 3,275.8 230.9
FY87 Actual| 331,393.7 63,191.4 264,128.9 3,842.1 231.3
FY88 Actual| 340,376.7 50,486.1 287,156.0 2,581.4 153.2
FY89 Actual| 394,403.4 47,582.5 343,077.5 3,551.4 192.0
FY90 Actual| 459,019.4 56,873.5 398,284.0 3,668.1 193.8
FY9l Actual| 508,711.2 72,282.6 432,218.3 3,984.1 226.2
FY92 Actual| 543,233.5 80,435.4 459,438.2 3,157.0 202.9
FY93 Actual| 609,443.1 96,209.4 508,023.1 4,998.9 211.7
FY94 Actual|l 671,419.7| 107,859.3 559,166.6 4,215.4 178.4
FY95 Actual| 724,809.1| 123,717.5 596,457.5 4,459.0 175.2
FY96 Actual| 770,804.9] 115,072.5 650,850.0 4,708.5 173.9
FY97 Actual|] 830,855.9] 121,650.3 704,819.9 4,236.1 149.7
FY98 Actual| 914,961.2| 133,761.8 776,192.0 4,817.3 190.1
FY99 Actual| 989,401.5| 142,174.4 841,865.0 5,107.5 254.6
FYQ0 Actual| 1,113,448.3| 147,853.6 960,163.7 5,041.1 389.9
FYo1l Actual| 1,200,254.7| 169,727.3 1,023,970.2 6,073.1 484.1
FY02 Actual| 1,033,900.3| 191,524.7 835,854.8 5,636.6 884.2
FYO03 Actual| 1,033,471.1| 189,691.0 837,798.6 5,358.3 623.2
FYo4 Actual]| 1,097,096.6( 189,116.2 902,125.5 5,346.8 508.0
FYO05 Actual]| 1,241,292.8( 190,269.1 1,035,542.5 5,160.5 10,320.8 2
FYO06 Actual| 1,425,769.1 203,019.6 1,216,486.7 5,408.6 854.2
FYOQ7 Actual| 1,630,854.6| 224,139.7 1,400,159.0 5,716.2 839.6
FYO08 Actual| 1,705,036.2| 267,118.5 1,429,738.8 6,389.6 1,789.4
FY09 Actual| 1,478,272.7| 302,638.7 1,167,889.1 6,379.0 1,365.9
FY10 Actual| 1,370,681.4| 301,304.4 1,061,875.2 6,064.8 1,437.0
FY11l Actual| 1,454,668.9| 284,806.4 1,152,651.0 5,887.6 11,324.0 2
Fy12 Actual| 1,514,529.5| 300,615.5 1,206,406.5 5,793.3 1,714.2
FY13 Projection|1,573,014.6] 320,940.4 1,243,450.3 5,886.0 2,737.8
FY14  Projection| 1,658,361.5| 336,226.2 1,313,406.3 5,986.1 2,743.0

1. Includes a $1.1 million increase in the refund balance.

2. Includes impact from a single large lottery prize.




CORPORATE INCOME TAX

Description: (Title 63, Chapter 30, Idaho Code)

Collections from the corporate income tax are based on a flat rate of 7.4% applied to taxable income. For a
listing of earlier rates refer to the following table. Beginning with tax year 1987, Idaho conformed to the
changes made by the Tax Reform Act of 1986, except for the federal investment tax credit repeal. Idaho
continues to allow a 3% credit that is tied to the federal definition of eligible property. Extra credits are also
allowed for investments in broadband equipment, research activities, and job creation. See the Tax
Structure section of this publication for details. Also, since September 1987, Idaho has required that
corporations file quarterly payments of estimated taxes. This provision is based upon federal rules and was
phased in over a two-year period.

CORPORATE INCOME TAX RATE HISTORY

Tax Rates on the Portion of Income

Greater Than $0 $1,000 $2,000 $3,000 $4,000 $5,000 $6,000
But Not
More Than $1,000 $2,000 $3,000 $4,000 $5,000 $6,000

1931 1.0% 1.0% 2.0% 2.0% 3.0% 3.0% 4.0%

1933 1.0% 2.0% 3.0% 4.0% 5.0% 6.0% 6.0%
1935 1.5% 3.0% 4.0% 5.0% 6.0% 6.0% 8.0%
1954 1.28% 2.55% 3.40% 4.25% 5.10% 5.10% 6.80%
1955 7.5% Beginning of Single "Flat" Tax Rate on all Positive

Net Taxable Income

1957 8.0% + 10% Surcharge in 1957 and 1958.

1959 9.5%
1963 10.5%
1965 6.0%
1972 6.5%
1981 6.5% + 0.2% franchise tax up to $250,000.
1983 7.7%
1987 8.0%
2001 7.6%
2012 7.4%

Since its enactment in 1931, all net tax liability, interest, and penalties associated with the corporate income
tax have been distributed to the General Fund. An amount equal to 20% of the corporate income taxes
collected by the State Tax Commission and deposited with the State Treasurer is required by statute to be
deposited in the State Income Tax Refund Fund. Any balance exceeding $1,500,000 in the State Income Tax
Refund Fund at the end of the year is transferred to the General Fund on June 30. An additional filing tax of
$10 per tax return has been assessed since 1959. Proceeds of the filing tax went to the General Fund until
1961, when their distribution was changed to the Permanent Building Fund.



Basis of Projection:

Projections of the General Fund revenue from the corporate income tax are based on a combination of
econometric analysis and judgment. Historical corporate income tax collections are correlated with income
concepts found in the [EM and IHS Global Insight's US Economic Outlook.

Historical Data:
CORPORATE INCOME TAX
($ THOUSANDS)
Distributions
Perm. Multi-
Gross Gen. Building State
Year Collections | Refunds Fund Fund Tax Compact
FY81l Actual 50,875.5 4,416.2 46,288.4 127.2 43.6
FY82 Actual 45,602.0 5,416.2 40,010.6 146.4 26.3
FY83 Actual 39,673.6 10,191.3 29,281.3 149.0 51.9
FY84 Actual 42,226.7 15,504.7 26,535.3 116.6 70.1
FY85 Actual 49,660.1 6,698.2 42,788.0 133.6 40.3
FY86 Actual 50,253.2 6,900.6 43,138.4 150.2 63.9
FY87 Actual 53,276.8 6,878.1 46,165.9 190.9 41.9
FY88 Actual 74,230.7 10,070.2 63,906.1 160.3 94.0
FY89 Actual 80,394.1 7,152.7 72,962.6 209.6 69.3
FY90 Actual 82,635.9 9,914.5 72,492.0 212.3 17.2
FYol Actual 72,265.0 11,995.9 60,017.2 252.0 0.0
FY92 Actual 71,443.1 13,162.9 57,971.3 194.2 114.7
FY93 Actual 83,582.6 13,194.3 70,003.8 282.0 102.5
FY94 Actual| 102,772.3 14,870.6 87,628.2 196.8 76.7
FY95 Actual| 152,809.5 20,818.3 131,636.1 250.7 104.4
FY96 Actual| 173,392.5 21,128.3 151,979.2 246.7 38.3
FY97 Actual| 138,276.6 15,479.0 122,357.2 249.5 190.9
FY98 Actual| 136,996.0 19,301.9 117,286.4 283.7 124.0
FY99 Actual| 117,073.9 20,927.4 95,437.7 270.0 438.8
FY00 Actual| 149,355.2 23,495.3 124,872.9 303.6 683.4
FYo1l Actual| 173,578.8 31,593.0 141,527.2 349.0 109.5
FY02 Actual| 110,751.2 33,982.3 76,295.6 312.0 161.4
FYO03 Actual| 119,810.7 26,320.8 93,129.7 345.1 15.1
FY04 Actual| 126,911.5 23,127.1 103,015.0 367.8 401.6
FY05 Actual| 162,696.2 22,110.8 139,561.5 337.1 686.8
FY06 Actual| 211,505.2 13,202.5 194,125.1 340.8 3,836.7
FYO07 Actual| 211,189.8 22,960.7 190,222.2 497.1 -2,490.1
FY08 Actual| 212,879.8 22,705.5 189,283.5 471.1 419.6
FY09 Actual| 174,503.0 32,277.3 141,025.4 503.6 696.8
FY10 Actual| 136,835.2 38,507.9 97,021.0 490.3 816.0
FY11 Actual| 191,154.8 20,940.6  168,949.8 455.3 809.1
FY12 Actual| 206,626.7 18,037.3 187,014.2 453.3 1,122.0
FY13 Projection| 222,981.4 37,906.8 183,804.4 460.5 809.6
FY14 Projection| 235,419.2 40,021.3 194,057.0 468.8 872.1




INDIVIDUAL AND CORPORATE INCOME TAX

The Idaho income tax is a tax levied on individuals and corporations based on theirincome during a
12-month tax period. In the case of businesses (proprietorships, partnerships, and corporations) the
concept of income is not gross receipts, but rather is most closely associated with the economic
concept of profit.

The rate of Idaho's income tax is a flat 7.4% on corporate income. Tax rates on individuals vary from a
low of 1.6% to a top rate of 7.4%. Idaho’s individual income tax brackets are adjusted each year for
inflation.

The tax expenditures granted under the income tax can be classified into two principle categories:
exemptions based on the source of income (exclusions); and exemptions based on the use of
income (deductions and credits). Source exemptions include interest from certain government
securities, capital gains, and social security payments. Use exemptions include donations to
educational institutions and purchases of equipment used in business enterprises. Notable features
of the income tax structure that are within Idaho's policy discretion but are not considered tax
expenditures include: the rate brackets, personal exemptions, and standard deductions. These
features of the tax structure have the effect of reducing revenues, but they are not selective with
regard to whom they apply.

A special note concerning tax expenditure definitions is relevant in the case of the income tax. Since
the foundation of the Idaho income tax is federal taxable income, there are a number of federal tax
expenditures that are adopted in Idaho by default. These federal tax expenditures could technically
be considered Idaho tax expenditures, since Idaho adopts them by law. However, this report takes
the approach that federal tax expenditures related to the definition of taxable income are not Idaho
tax expenditures. Thus, the federal tax expenditure associated with the mortgage interest
deduction is not considered an Idaho tax expenditure. Similarly, Idaho's exclusion of social security
income from the income tax base is treated as an Idaho tax expenditure only to the extent that it
exceeds the partial federal exclusion for social security income.

The principal Idaho income tax expenditures relating to uses of income are:

Investment Tax Credit

Other States Tax Credit

Elderly Dependent Credit

Youth and Rehabilitation Credit
Schools, Libraries, and Museums Credit
Grocery Credit

Recycling Equipment Credit
Technological Equipment Deduction
Long-Term Care Insurance Deduction
Alternative Energy Device Deduction
Insulation Deduction



Workers' Compensation Premium Deduction

Child Care Deduction

College Savings Deduction

Health Insurance Deduction

Elderly and Developmental Disability Deduction

Adoption Expense Deduction

Medical Savings Account Deduction

New Employees Credit (Sunsets 2013)

Riparian Land Improvements Credit (Sunset 2002)
Broadband Investment Credit

County Incentive Investment Tax Credit (2001)

Research Activity Credit

Promoter Sponsored Events Credit

Corporate Headquarters Investment Credit (Repealed 2008)
Corporate Headquarters Real Property Improvement Credit (Repealed 2008)
Corporate Headquarters New Jobs Credit (Repealed 2008)
Small Employer Capital Investment Credit (Sunsets 2020)
Small Employer Real Property Improvement Credit (Sunsets 2020)
Small Employer New Jobs Credit (Sunsets 2020)

Live Organ Donation Expenses Credit

Biofuel Investment Tax Credit (Sunset 2011)

Special Job Credit (Sunsets 2016)

The principal Idaho income tax expenditures relating to sources of income are:

Capital Gains Exclusion

Government Interest Exclusion

Social Security Exclusion

Railroad Retirement Exclusion
Retirement Benefit Exclusion

Idaho Lottery Winnings Exclusion

Indian Earnings on Reservation Exclusion
World War Il Reparations Exclusion
Marriage Penalty Deduction



1
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1101
1.1.02
1.1.03
1.1.04
1.1.05
1.1.06
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1.1.09
1.1.10
1111
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1114
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1117
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1119
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1201
1.2.02
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12.04
1.2.05
1.2.06
1207
1.2.08
1.2.09

Idaho’s Tax Structure

Fiscal Summary

$ Thousands
CY2009
Income Tax Expenditures (Calendar Year Basis)
Uses of Income Not Taxed
Investment Tax Credit $29,073
Other States Tax Credit $53,000
Elderly Dependent Credit $692
Youth and Rehabilitation Credit $8,068
Schools, Libraries, and Museums Credit $4,022
Grocery Credit $65,286
Recycling Equipment Credit $9
Technological Equipment Deduction $53
Long-Term Care Insurance Deduction $1,012
Alternative Energy Device Deduction $475
Insulation Deduction $776
Workers' Compensation Premium Deduction $400
Child Care Deduction $3,867
College Savings Deduction $1,417
Health Insurance Deduction $12,201
Elderly and Developmental Disability Deduction $9
Adoption Expense Deduction $44
Medical Savings Account Deduction $807
New Employees Credit $470
Riparian Land Improvements Credit Sunset
Broadband Investment Credit $347
County Incentive Investment Tax Credit Sunset
Research Activity Credit $924
Promoter Sponsored Events Credit $1
Corporate Headquarters Investment Credit Repealed
Corporate Headquarters Real Property Improvement Credit Repealed
Corporate Headquarters New Jobs Credit Repealed
Small Employer Capital Investment Credit $2
Small Employer Real Property Improvement Credit $1
Small Employer New Jobs Credit $0
Live Organ Donation Expenses Credit $45
Biofuel Investment Tax Credit $42
Special Job Credit $0
Sources of Income Not Taxed
Capital Gains Exclusion $9,765
Government Interest Exclusion $2,556
Social Security Exclusion $43,983
Railroad Retirement Exclusion
Retirement Benefit Exclusion $4,735
Idaho Lottery Winnings Exclusion $4,696
Indian Earnings on Reservation Exclusion $544
World War Il Reparations Exclusion $0
Marriage Penalty Deduction $0

CY2010

$27,665
$60,382
$735
$8,148
$4,116
$76,286
$1
$46
$1,127
$487
$596
$400
$3,861
$1,559
$13,292
$9
$41
$817
$492
Sunset
$688
Sunset
$1,866
$6
Repealed
Repealed
Repealed
$858
$24
$40
$45
$0
$0

$11,322
$2,350
$50,602

$5,975
$4,775
$563
$0

$0

CY2011

$30,904
$63,475
$758
$8,815
$9,327
$90,587
$25
$59
$1,147
$517
$626
$400
$3,882
$1,639
$13,997
$9
$47
$858
$505
Sunset
$768
Sunset
$2,085
$4
Repealed
Repealed
Repealed
$351
$6
$65
$41
$15
$125

$11,901
$2,542
$50,903

$6,010
$4,856
$592
$0

$0

CY2012

$33,280
$65,443
$790
$9,229
$9,598
$105,529
$25
$60
$1,134
$529
$1,479
$400
$3,852
$1,614
$14,097
$9
$47
$861
$7,600
Sunset
$828
Sunset
$2,245
$4
Repealed
Repealed
Repealed
$351
$6
$65
$41
Sunset
$0

$11,747
$2,569
$50,725

$6,001
$4,901
$609
$0

$0

CY2013

$35,333
$67,369
$822
$9,617
$9,881
$121,044
$25
$61
$1,155
$545
$1,594
$400
$3,918
$1,661
$14,518
$9
$47
$887
$7,900
Sunset
$879
Sunset
$2,383
$4
Repealed
Repealed
Repealed
$351
$6
$65
$41
Sunset
$0

$12,091
$2,672
$52,557

$6,216
$4,986
$627
$0

$0

CY2014

$38,004
$70,910
$854
$10,105
$10,400
$133,255
$25
$64
$1,178
$573
$1,677
$400
$3,988
$1,749
$15,430
$9
$47
$932
$0
Sunset
$945
Sunset
$2,564
$4
Repealed
Repealed
Repealed
$351
$6
$65
$41
Sunset
$0

$12,722
$2,805
$55,840

$6,601
$5,071
$660
$0

$0



TAX STRUCTURE DETAIL

Specific Idaho tax expenditures are detailed in the sections below. Each section contains the
expenditure's Idaho Code reference, a brief description of its features, and its significant legislative
and judicial history.

INDIVIDUAL AND CORPORATE INCOME TAX

Income tax expenditures fall into one of three categories: exclusions, deductions, or credits.
Exclusions are sources of income that are wholly or partially exempt from taxation. Deductions are
uses of income (either actual spending or proxies for actual spending) that are wholly or partially
exempt from taxation. Credits are reductions from the tax that are expressed either as a percentage
of some qualifying amount or as a lump sum. Some credits are refundable, meaning that they can
exceed the taxpayer's tax liability and actually lead to a refund. Other credits are nonrefundable;
they are only usable if there is a tax liability to offset.

In general, deductions and exclusions must be used in the year they are incurred, with the
exception of business net operating loss (NOL) carry forwards. Credits may be carried forward for
limited time periods in certain cases where specifically authorized in the law. For example, the
state’s investment tax credit from a qualified purchase can be carried forward up to 14 years.

One notable feature that applies to all income tax expenditures is their interaction with federal
income tax. The Idaho income tax is deductible from federal income taxes. This applies to all
corporate taxpayers and to individual taxpayers who itemize their deductions. This means that the
"benefit" of an Idaho income tax expenditure is split between Idaho taxpayers and the federal
treasury. The terms of the split depend on the marginal federal tax rate of the taxpayer. For a
taxpayer in the 35% federal bracket, the benefit of each dollar of Idaho tax expenditure is split

65 cents to the taxpayer, 35 cents to the federal treasury. This feature of the income tax is
particularly significant in assessing the cost effectiveness of an Idaho tax expenditure as an
incentive for some particular behavior.

1.1.01 Investment Tax Credit /daho Code 63-3029B

Description: Idaho's investment tax credit (ITC) is provided to businesses (proprietorships,
partnerships, and corporations) that purchase qualifying property for use in their
business. The credit amount is 3% of the qualified investment in depreciable
property and is not refundable. The credit taken in a given tax year is limited to no
more than 50% of the taxpayer's tax liability as calculated before considering the
credit. Credits not used may be carried forward up to 14 years from the year of
qualifying property purchase. The definition of qualified investment is tied to the
old federal ITC (repealed in the Tax Reform Act of 1986), with the exceptions that:
a) the equipment must have Idaho situs; and b) motor vehicles under 8,000
pounds do not qualify. Mobile property that is only partially used in Idaho is
allowed ITC in proportion to its use in Idaho.



History:

Idaho's ITC was enacted in 1982. It was amended in 1987 to prevent its automatic
repeal by the federal repeal of ITCin 1986. It was amended in 1992 in response to
an Idaho Supreme Court case that changed the interpretation of how the credit is
applied to equipment that is used both inside and outside Idaho. It was amended
in 1994 to make technical changes relating to unitary corporations. It was
amended in 1995 to extend the carryover period from five to seven years, reduced
the portion of tax liability that could be offset from 50% to 45%, and eliminated a
restriction on replacement property. It was amended in 2000 to increase the
portion of tax liability that could be offset from 45% to 50%, and to extend the
carryover period from seven to fourteen years. It was amended in 2003 to provide
an option to take a property tax exemption instead of the ITC.

1.1.02 Other States Tax Credit /daho Code 63-3029
Description: The credit for taxes paid to other states is available to Idaho resident and part-year

History:

resident taxpayers who must pay income tax to another state or territory (or
political subdivision thereof) on income that is also taxed by Idaho. The amount of
credit is the lesser of the actual tax paid to the other state or territory, or the
portion of Idaho tax attributed to the double-taxed income. The Idaho credit is not
allowed if the other state or territory provides a credit for taxes paid to Idaho.

Initially enacted in 1939 along with the Idaho Income Tax Act. Amended in 1996 to
add corporate income, franchise, or excise taxes paid by a subchapter S
corporation. Amended in 2007 to include a limitation that requires a recalculation
of the adjusted income earned by the Idaho resident in the other state using
Idaho's rules for the calculation of that income. Amended in 2008. Amended in
2009 to include estates and trusts.

1.1.03 Elderly Dependent Credit /daho Code 63-3025D
Description: This is a refundable credit provided to a resident taxpayer who maintains a

History:

household for a family member(s), where that family member is over 65 years of
age or developmentally disabled and the taxpayer provides over one-half of the
family member's support. The amount of credit is $100 for each such family
member, with no more than $300 available to the taxpayer in any single year. This
credit is allowed in lieu of the elderly and developmental disability deduction
allowed under Idaho Code, Section 63-3022E (see item 1.1.16).

Enacted in 1981. Amended in 1994 to add developmentally disabled persons to
the credit.

1.1.04 Youth and Rehabilitation Credit /daho Code 63-3029C
Description: This is a credit provided to taxpayers who make charitable contributions to the

Anchor House, the North Idaho Children’s Home, the Idaho Youth Ranch, the
Children's Home Society of Idaho, Inc., Kinderhaven, Women'’s and Children’s
Alliance, Children’s Village, Gem Youth Services, Hope House, nonprofit centers for
independent living located within Idaho, Idaho Drug Free Youth, Inc., the
Shepherd’s Home, Project Safe Place, the Learning Lab, Inc., Project P.A.T.C.H.



History:

1.1.05 Schools,
Description:

History:

(Planned Assistance for Troubled Children), or to nonprofit rehabilitation facilities
located in Idaho and accredited by the Commission on Accreditation of
Rehabilitation Facilities or their foundations. The credit is calculated as 50% of the
contribution. For individual taxpayers the credit is limited to the lesser of $100 or
20% of the taxpayer's income tax liability. For corporations the credit is limited to
the lesser of $500 or 10% of the taxpayer's income tax liability. There is no
carryover provision.

The credit was enacted in 1982. Numerous specific entities have been added over
the years.

Libraries, and Museums Credit /daho Code 63-3029A

A credit is allowed for qualifying charitable contributions to Idaho public and
private nonprofit schools (elementary, secondary, and higher education), their
foundations, trusts, or associations; to Idaho Public Libraries and Library Districts,
or their foundations; to Idaho Education Public Broadcast foundations; to the
Idaho State Historical Society or its foundation; to the Idaho commission for
libraries; to nonprofit public or private museums located within Idaho; to the Idaho
Commission on Hispanic Affairs; to the Idaho Commission for the Blind and Visually
Impaired; to the Idaho Council on Developmental Disabilities; to the Idaho State
Independent Living Council; or to the Idaho Council for the Deaf and Hard of
Hearing. The credit is 50% of the qualified contribution. In the case of individuals, it
is limited to 50% of the taxpayer's income tax liability or $500 ($1,000 on a jointly
filed return), whichever is less. In the case of corporations, the credit is limited to
10% of the income tax liability or $5,000, whichever is less. Effective January 1, 2016,
the maximum credit for individual taxpayers is the lower amount of 20% of the tax
liability or $100 (5200 on a joint return). In the case of corporations, the credit is
limited to 10% of the income tax liability or $1,000, whichever is less. Beginning
January 1, 2016 the credit will not apply to contributions to the Idaho Commission
on Hispanic Affairs; to the Idaho Commission for the Blind and Visually Impaired; to
the Idaho Council on Developmental Disabilities; to the Idaho State Independent
Living Council; or to the Idaho Council for the Deaf and Hard of Hearing.

Originally enacted in 1976, the school credit applied only to private nonprofit
secondary or higher education institutions. Elementary schools were added in 1977.
Public institutions of higher education were added in 1978. All public schools and
public libraries were added in 1984. The Idaho Public Broadcast System was added
in 1986. Foundations of the qualifying institutions were added in 1987. The Idaho
Historical Society was added in 1992. Nonprofit museums were added in 1994. The
Idaho State Library (now Idaho commission for libraries) was added in 1998.
University-related research parks were added in 1999. Qualifying contributions are
monetary donations less the value of any benefits received.

1.1.06 Grocery Credit /daho Code 63-3024A

Description:

Idaho households with no more than $1,000 of taxable income received a $50
grocery tax credit in 2008 for each taxpayer and their dependents. After that year,
the credit increases by $10 per year until it reaches $100. The grocery tax credit for
households with more than $1,000 of taxable income started at $30 in 2008 and



increases by $10 annually until it reaches $100. All Idahoans who are at least 65
years of age receive an additional $20 credit. The grocery tax credit is prorated for
food stamp participants, incarcerated persons, and part-year residents.

History: The grocery credit was originally enacted in 1965 at a level of $10. It was amended
in 1972 to make the credit refundable to residents at least 65 years of age. It was
amended in 1973 to increase the amount of the credit to $15. It was amended in
1975 to make the credit refundable to all resident taxpayers who meet the filing
requirement, and to increase the credit amount to $20 for taxpayers at least 65
years of age. In 1978 the credit for resident seniors (at least 65 years of age) was
increased to $30. In 2001 the credit was increased to $35 for resident seniors and
to $20 for resident nonseniors. Amended in 2008.

1.1.07 Recycling Equipment Credit /daho Code 63-3029D
Description: This credit is for 20% of the cost of equipment used in manufacturing products
that consist of postconsumer waste. The credit is limited to no more than $30,000
in a single tax year, and unused portions may be carried forward up to seven years.
It is nonrefundable.

History: This credit was enacted in 1994.

1.1.08 Technological Equipment Deduction Idaho Code 63-3022)

Description: A deduction from taxable income is allowed to individuals and corporations for
the fair-market value of computers and scientific equipment (and computer
software) that are donated to Idaho elementary and secondary schools, public
libraries, or public and nonprofit private colleges and universities. The equipment
may not be over five years old at the time of donation and the recipient must issue
a written statement accepting the donation. The deduction cannot reduce taxable
income to less than zero.

History: This deduction was enacted for schools in 1984 as 63-3025B. Libraries were added
in 1985. Colleges and universities were added in 1995. The section was moved to
63-3022J in 1995. Private elementary and secondary schools were added in 2009.

1.1.09 Long-Term Care Insurance Deduction Idaho Code 63-3022Q
Description: This deduction from Idaho taxable income is for 100% of premiums for long-term
care insurance not already deducted or accounted for in arriving at taxable
income.

History: Enacted in 2001. Original deduction applied to 50% of premiums. Amended in
2004 to cover 100% of long-term care insurance premiums.

1.1.10 Alternative Energy Device Deduction Idaho Code 63-3022C
Description: The Alternative Energy Device Deduction allows a deduction for the cost of
acquiring, constructing, and/or installing wood, pellet, solar, wind, geothermal
energy, or natural gas/propane devices in the taxpayer's residence. The deduction
is limited to 40% of the cost in the first year and 20% of the cost in the next three



History:

years. No single year's deduction may exceed $5,000. A taxpayer who buys a
residence may claim any unused deduction associated with that residence subject
to the restrictions noted above.

Enacted in 1976. Amended in 1994 to add natural gas and propane heating units,
and to require that replaced wood burning stoves be surrendered to the Idaho
Department of Environmental Quality.

1.1.11 Insulation Deduction Idaho Code 63-3022B
Description: This deduction is for the cost of insulation installed in buildings that "existed" as of

History:

January 1, 1976 and served as a residence of the taxpayer. A building "existed" if it
was already built, under construction, or subject to an outstanding building
permit. This deduction was amended in 2012 to include residences that existed
before January 1, 2002.

Enacted in 1976. Amended in 2012.

1.1.12 Workers' Compensation Premium Deduction /daho Code 63-3022(m)
Description: This deduction is allowed to self-employed individuals for the cost of workers'

History:

compensation insurance that has not already been deducted in arriving at taxable
income.

Enacted in 1990.

1.1.13 Child Care Deduction Idaho Code 63-3022D
Description: The Child Care Deduction allows individual taxpayers to deduct childcare

History:

expenses that qualify for purposes of computing the federal child care credit. The
maximum deduction allowed is $3,000 for one qualifying child and $6,000 for two
or more qualifying children.

This deduction was enacted in 1977 in response to the federal switch from a
deduction to a credit.

1.1.14 College Savings Deduction Idaho Code 63-3022(n)
Description: A deduction is allowed for amounts contributed to a college savings program (as

History:

defined in Chapter 54, Title 33, Idaho Code). The deduction is limited to a maximum
of $4,000 per tax year or $8,000 per tax year for married couples filing a joint
return.

Enacted in 2000.

1.1.15 Health Insurance Deduction Idaho Code 63-3022P
Description: A deduction is allowed for payments for health insurance, so long as those

History:

payments were not otherwise deductible from taxable income.

Enacted in 2000 for self-employed persons; added all persons in 2001.



1.1.16 Elderly and Developmental Disability Deduction Idaho Code 63-3022E
Description: This is a deduction from taxable income of $1,000 for each eligible member of a
household that is maintained by the taxpayer. The eligible members must be
either 65 years of age or older, or developmentally disabled. The maximum
amount of the deduction that the taxpayer can claim in any one tax year is $3,000.

History: This deduction was enacted in 1981. Amended in 1984 to add developmentally
disabled persons to the qualifying dependents. Amended in 1994 to allow the
deduction on the developmentally disabled person’s own return.

1.1.17 Adoption Expense Deduction Idaho Code 63-3022I
Description: This deduction is for up to $3,000 of actual legal fees and medical costs incurred in
an adoption.

History: This deduction was enacted in 1994.

1.1.18 Medical Savings Account Deduction /daho Code 63-3022K
Description: This is a deduction for contributions to medical savings accounts. Itis limited to a
maximum of $2,000 per taxpayer (per spouse on joint returns). Other restrictions

apply.

History: This deduction was originally enacted in 1994 as Title 41, Chapter 53. Amended in
1995 to eliminate a restriction to high-deductible insurance policies, eliminated
administrative responsibilities from the depository institution, and allowed taxpayer
funded accounts to qualify. Also, it was moved to 63-3022K in 1995.

1.1.19 New Employees Credit /daho Code 63-3029F

Description: Certain employers expanding payrolls are entitled to this credit. In order to qualify,
employers must offer health insurance and pay at least $15.00 per hour in areas
with an unemployment rate of less than 10% and $12.00 per hour in an area where
unemployment is at least 10%. The size of this credit varies by an employer’s rating
by the Idaho Department of Labor based on the payment of unemployment taxes.
Positive-rated employers receive a refundable tax credit equal to six percent (6%)
of a new employee's gross annual wages. Standard-rated employers get a
refundable tax credit equal to four percent (4%) of a new employee's gross annual
wages. Deficit-rated employers receive a refundable tax credit equal to two
percent (2%) of a new employee's gross annual wages.

History: Enacted in 2000. Amended in 2001 to cover all new employees, but only for tax
year 2001. In 2003, the credit limit raised from 45% to 50% of tax otherwise
imposed. Expanded in 2004 to include jobs that meet the hourly pay threshold
and offer insurance coverage. The current credit expires on December 31, 2013.



1.1.20 Riparian Land Improvements Credit /daho Code 63-3024B
Description: This is a 50% credit for expenditures related to improving the habitat for

History:

threatened/endangered species or riparian habitat. The credit is limited to no
more than $2,000 per person per year, and no more than $250,000 for all such
credits allowed in a single tax year.

Enacted in 1997, effective January 1, 1998. Sunset on December 31, 2002.

1.1.21 Broadband Investment Credit /daho Code 63-3029I
Description: This is a 3% credit for expenditures in qualified broadband equipment in Idaho.

History:

This credit is in addition to the 3% investment tax credit (see 1.1.01), for a total
credit of 6% on broadband investments. The 3% credit is limited to no more than
$750,000 per taxpayer per year, and no more than the taxpayer’s liability after all
other credits in a single tax year. It can be carried forward for up to 14 years. This
credit is transferable (sellable) to other taxpayers.

Effective January 1, 2001.

1.1.22 County Incentive Investment Tax Credit /daho Code 63-3029)
Description: This is a variable rate credit for expenditures that qualify for Idaho’s investment tax

History:

credit (see 1.1.01). Its rate is the greater of one-half of the amount by which the
average three-year unemployment rate in the county in which the property is
located exceeds 6%, or one-tenth of one percentage point for each full percentage
point the three-year average per-capita income level in the county in which the
property is located is below 90% of the statewide average per-capita income level.
The credit is limited to no more than $500,000 per taxpayer, and no more than the
taxpayer’s liability after all other credits in a single tax year. It can be carried
forward for up to 14 years. This credit is transferable (sellable) to other taxpayers.

Enacted in 2001, effective January 1, 2001 through December 31, 2001.

1.1.23 Research Activity Credit /daho Code 63-3029G
Description: This is a 5% credit for expenditures related to qualified research as defined in

History:

section 41 of the Internal Revenue Code. The research must be conducted in Idaho.
The credit is limited to no more than the taxpayer’s liability after all other credits in
a single tax year, and it can be carried forward up to 14 years.

Enacted in 2001.

1.1.24 Promoter Sponsored Events Credit /daho Code 63-3620C(3)(b)
Description: This provides a refundable income tax credit in the amount of $1.00 for each

History:

temporary sales tax permit a sponsor or promoter of “promoter sponsored events”
issues. Promoter sponsored events may include swap meets, flea markets, gun
shows, fairs, and other similar events.

Enacted in 1999.



1.1.25 Corporate Headquarters Investment Credit /daho Code 63-2903
Description: This credit is contingent on a taxpayer qualifying under the “Idaho Corporate

History:

Headquarters Incentive Act of 2005.” It provides an income tax credit of 6% of the
purchase price of new equipment installed anywhere in Idaho. Qualifying
equipment is the same as equipment that qualifies under Idaho’s 3% investment
tax credit (see 1.1.01). This credit is in lieu of the investment tax credit, is limited to
no more than $5 million in any one tax year, and is not subject to the 50% limit
specified in 63-3029B. This credit can be generated for eligible equipment
purchases occurred through December 31, 2009. Unused credits can be carried
forward for up to 14 years. General qualification criteria are specified in 63-2902,
and can be summed up as making an investment of at least $50 million in new
corporate headquarters facilities and adding at least 500 new jobs that either

a) each pay over $50,000 per year, or b) that average $65,000 per year.

Enacted in 2005. Repealed July 1, 2008.

1.1.26 Corporate Headquarters Real Property Improvement Credit /daho Code 63-2904
Description: This credit is contingent on a taxpayer qualifying under the “Idaho Corporate

History:

Headquarters Incentive Act of 2005.” It provides an income tax credit of 10% of the
purchase price of new plant (buildings and structural components of buildings)
within the project site as specified in 63-2902. This credit is limited to no more than
$500,000 in any one tax year, and is not subject to the 50% limit specified in
63-3029B. This credit can be generated for plant purchases occurred through
December 31, 2009. Unused credits can be carried forward for up to 14 years.
General qualification criteria are specified in 63-2902, and can be summed up as
making an investment of at least $50 million in new corporate headquarters
facilities and adding at least 500 new jobs that either a) each pay over $50,000 per
year, or b) that average $65,000 per year.

Enacted in 2005. Repealed July 1, 2008.

1.1.27 Corporate Headquarters New Jobs Credit /daho Code 63-2905
Description: This credit is contingent on a taxpayer qualifying under the “Idaho Corporate

History:

Headquarters Incentive Act of 2005.” It provides an income tax credit ranging from
$1,500 to $3,000 for each eligible new job created through December 31, 2009.
This credit is not subject to the 50% limit specified in 63-3029B. Unused credits can
be carried forward for up to ten years. General qualification criteria are specified in
63-2902, and can be summed up as making an investment of at least $50 million in
new corporate headquarters facilities and adding at least 500 new jobs that either
a) each pay over $50,000 per year, or b) that average $65,000 per year.

Enacted in 2005. Repealed July 1, 2008.



1.1.28 Small Employer Capital Investment Credit /daho Code 63-4403
Description: This credit is contingent on a taxpayer qualifying under the “Idaho Small Employer

History:

Incentive Act of 2005.” It provides an income tax credit of 3.75% of the purchase
price of new equipment installed anywhere in Idaho. Qualifying equipment is the
same as equipment that qualifies under Idaho’s 3% investment tax credit (see
1.1.01). This credit is in lieu of the investment tax credit, is limited to no more than
$750,000 in any one tax year, and is subject to a 62.5% limit instead of the 50%
limit specified in 63-3029B. This credit can be generated for eligible equipment
purchases occurring from January 1, 2006 through December 31, 2020. Unused
credits can be carried forward for up to 14 years. General qualification criteria are
specified in 63-4402, and can be summed up as making an investment of at least
$500,000 in new facilities and adding at least ten new jobs paying at least $19.23
per hour. The average wage for each additional job above the initial ten must be at
least $15.50 per hour, not including employees earning more than $48.08 per
hour.

Enacted in 2005. Amended in 2006. Average wage calculation amended in 2008.
Amended in 2009 to extend this credit through 2020.

1.1.29 Small Employer Real Property Improvement Credit /daho Code 63-4404
Description: This credit is contingent on a taxpayer qualifying under the “Idaho Small Employer

History:

Incentive Act of 2005.” It provides an income tax credit of 2.5% of the purchase
price of new plant (buildings and structural components of buildings) within the
project site as specified in 63-2902. This credit is limited to no more than $125,000
in any one tax year. This credit can be generated for plant purchases occurring
from January 1, 2006 through December 31, 2020. Unused credits can be carried
forward for up to 14 years. General qualification criteria are specified in 63-4402,
and can be summed up as making an investment of at least $500,000 in new
facilities and adding at least ten new jobs paying at least $19.23 per hour. The
average wage for each additional job above the initial ten must be at least $15.50
per hour, not including employees earning more than $48.08 per hour.

Enacted in 2005. Amended in 2006. Average wage calculation amended in 2008.
Amended in 2009 to extend this credit through 2020.

1.1.30 Small Employer New Jobs Credit /daho Code 63-4405
Description: This credit is contingent on a taxpayer qualifying under the “Idaho Small Employer

Incentive Act of 2005.” It provides an income tax credit ranging from $1,500 to
$3,000 for each eligible new job created from January 1, 2006 through December
31, 2020. This credit is limited to 62.5% of the taxpayer’s tax liability in any given
year. Unused credits can be carried forward for up to ten years. General
qualification criteria are specified in 63-4402, and can be summed up as making an
investment of at least $500,000 in new facilities and adding at least ten new jobs
paying at least $19.23 per hour. The average wage for each additional job above
the initial ten must be at least $15.50 per hour, not including employees earning
more than $48.08 per hour.



History:

Enacted in 2005. Amended in 2006. Average wage calculation amended in 2008.
Amended in 2009 to extend this credit through 2020.

1.1.31 Live Organ Donation Expenses Credit /daho Code 63-3029K
Description: This credit is for a donor’s not reimbursed direct expenses associated with a live

History:

organ donation. The total credit is limited to the lower of the actual expenses or
$5,000. This credit can be carried forward up to five years.

Enacted in 2006. Effective January 1, 2007.

1.1.32 Biofuel Investment Tax Credit /daho Code 63-3029M
Description: A 6% investment tax credit (ITC) for any Idaho retail fuel dealer or distributor for

History:

infrastructure investments to provide biofuels to their customers. The biofuel ITC is
in lieu of the regular 3% investment tax credit (see 1.1.01). The amount of credit is
limited to 50% of the taxpayer’s income tax liability. Any unused credit can be
carried forward up to an additional five years. The recapture period is five years
from the date the investment was made. During this period, biofuel must be sold
on a continuing basis.

Effective January 1, 2007 and expired December 31, 2011.

1.1.33 Special Job Credit /daho Code 63-3029EE
Description: For the period prior to April 14,2011, a $1,000 credit is granted for each new

History:

employee who was paid an average of $15.50 per hour during the calendar year
and was eligible to receive employer-provided accident or health insurance. A
$500 credit is available for each new employee in a business involved in
manufacturing or processing any natural resource product. Businesses must
choose between credits, since only one type of credit per new job can be used. The
amount of credit that can be claimed in any one tax year is limited (along with
most other credits) to 50% of the tax otherwise imposed and may not exceed
3.25% of the taxpayer’s net income. Unused credits may be carried forward up to
three years.

Effective January 1,2011 to December 31, 2016.

1.2.01 Capital Gains Exclusion Idaho Code 63-3022H
Description: This exclusion is allowed for 60% of the gain from the sale of certain property. To

qualify for this exclusion the property must have had an Idaho situs at the time of
sale, and is limited to real property held for at least 12 months; tangible personal
property that was used in manufacturing, mining, agriculture, wholesaling, or
research and development and held for 12 months or longer; certain cattle or
horses held for 24 months or longer; other breeding livestock held 12 months or
longer; or timber held for over 24 months or longer.



History: Enacted in 1987. Amended in 1995 to add various restrictions, including a
requirement that qualifying timber must be grown in Idaho, and livestock gain
claimants must derive at least half of their gross income from farming or ranching
operations in Idaho. Amended in 1998 to reduce the holding period for real estate
from five years to eighteen months. Amended in 2005 to reduce the holding
period for real estate from 18 months to 12 months. Amended in 2008 to clarify
pass-through entity holding periods.

1.2.02 Government Interest Exclusion Idaho Code 63-3022M
Description: This exclusion is for the amount of interest earned on securities issued by the State
of Idaho and/or local governments, and interest earned on securities issued by the
federal government. The interest exclusion must be reduced by an amount that is
calculated by multiplying the taxpayer's total deductible interest expense, times
the ratio of the taxpayer’s interest income from the tax-exempt obligations to the
taxpayer’s total income.

History: This exclusion has been in effect since enactment of the income tax. The offset
calculation was modified and moved to 63-3022M in 1998 and modified in 1999 to
correct the calculation of deductible interest expense.

1.2.03 Social Security Exclusion Idaho Code 63-3022(l)
Description: This exclusion is for the amount of social security income that is included in
arriving at federal adjusted gross income. No social security income is subject to
Idaho's income tax.

History: This exclusion was enacted in 1984 in response to federal taxation of a portion of
social security income.

1.2.04 Railroad Retirement Exclusion Idaho Code 63-3022(l)
Description: This exclusion is for the amount of railroad retirement benefits paid by the Railroad
Retirement Board that are included in federal adjusted gross income. Railroad
retirement is the equivalent of social security for railroad employees.

History: Enacted in 1984.

1.2.05 Retirement Benefit Exclusion Idaho Code 63-3022A

Description: This exclusion is for retirement benefits paid by any of the following: a) US civil
service retirement system; b) fireman's retirement fund of Idaho; c) policeman's
retirement fund of a city within Idaho; and d) US Military. The exclusion is available
to either retirees or un-remarried widows of retirees who are 65 years of age or
older, or are disabled and 62 years of age or older. The exclusion is limited to the
actual retirement payment or the maximum amount of social security benefits
available, whichever is less.

History: This exclusion was enacted in 1973. It is revised annually by the Idaho Tax
Commission to adjust the maximum exclusion amount.



1.2.06 Idaho Lottery Winnings Exclusion Idaho Code 67-7439
Description: Excludes Idaho Lottery prizes of less than $600 from taxable income.

History: Originally enacted in 1988 as a 100% exclusion. Amended in 1997 to limit the
income exclusion to prizes of less than $600 (effective 1/1/98). Amended in 1998 to
restrict the exclusion to Idaho State Lottery winnings.

1.2.07 Indian Earnings on Reservation Exclusion Idaho Income Tax Administrative Rule 033
Description: Income earned on an Indian reservation by enrolled tribal members residing on
the reservation.

History: This exclusion is the result of various treaties and case law.

1.2.08 World War Il Reparations Exclusion Idaho Code 63-3022G
Description: Amounts paid to individuals from the United States Civil Liberties Public Education
Fund.

History: Enacted in 1989.

1.2.09 Marriage Penalty Deduction Idaho Code 63-3022N
Description: Idaho joint income tax returns are given an additional standard deduction amount
equal to double the single standard deduction less the joint deduction. This
deduction is not available to returns that claim itemized deductions. Beginning in
2003 the federal standard deduction for joint filers has been twice the standard
deduction for single filers, which eliminated the Idaho Marriage Penalty deduction.

History: Enacted in 1999 at a level of $150. Amended in 2000 to make it the difference
between the joint standard deduction and two times the single standard
deduction. Eliminated in 2003 by federal tax policy.
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Essentials of
Sales & Use Tax

McLean Russell
Tax Policy Specialist
Idaho State Tax Commission

1/17/2013

Distribution of ~$1.2 billion
Sales/Use Tax (FY 2012)

B General Fund ($1,027,344,300)

B Revenue Sharing ($138,440,400)

m Refunds ($8,738,500)

| Circuit Breaker ($16,069,800)

® Ag. Equipment Prop. Tax ($8,487,100)

® Permanent Building Fund ($5,000,000)

Water Pollution Control ($4,800,000)

1/15/2013



The Basics of Sales Tax

Enacted in 1965 @ 3% rate
Current sales tax rate set @ 6%

A transaction tax, NOT a property tax

Paid by purchaser, collected by seller

Seller must separately state the tax on the
receipt

1/17/2013

What is Subject to Sales Tax?

* Primarily imposed on sales, leases, or rentals
of tangible personal property
e Also imposed on the sale of:
— Hotel and motel accommodations
— Restaurant meals
— Charges for recreation
— Admissions to events or places in Idaho

* Tax charged at 6% of the sales price

1/17/2013

1/15/2013



Taxable Sales Price

* The total amount of the sale, lease, or rental

* Includes:
— Services agreed to be rendered as part of the sale

— Shipping & handling costs prior to sale to final
customer

e Excludes:
— Installation labor

— Shipping & handling charges for delivery to final
customer

— Tips

1/17/2013 5

Remitting Sales Tax

* Any business with a physical presence in Idaho
must hold a seller’s permit if making taxable sales
in ldaho

* Retailer is responsible to remit collected sales tax
using Form 850

* Permit holders set up to file sales tax on a
monthly, quarterly, semi-annual, or annual basis

e Returns are sent to each permit holder on a
regular basis

1/17/2013 6

1/15/2013



-

==

1/17/2013

Form 850 - Sales Tax Return

Total Sales........cccocvcmirncriiiainns R .
Less nontaxable sales..........coeveveiiueininns .
Net taxable sales (line | minus line 2)......
Items subject to USe taX......coevciieerancrnnnne .
Total taxable (add lines 3 and 4)....
Tax (6% of Line 5)................ TR .
Adjustments (attach explanation)............. .
Tax due (total of lines 6 and 7).................
Penalty (add after due date) .....ooccvvvenen. .
Interest (add after due date)...................... .
o Totaldwesisauasrnenmnnnsns

The Basics of Use Tax

* Companion to sales tax

— Same rate, exemptions, and enactment date
* Primary purpose of the use tax is to catch what

sales tax misses

* Imposed on the use of tangible personal property

in Idaho

* Use tax owed on 6% of the value of the property
* If sales tax is properly paid, the purchaser does

not owe a use tax

1/17/2013

1/15/2013



Exemptions & Use Tax

 |f a purchaser claims an exemption at the time
of purchase and continues to use the property
for that exempt purpose, no use tax will be
owed

* However, if the purchaser later uses that
property for another taxable purpose, use tax
must be paid

1/17/2013

Exemptions

* Unless the purchaser qualifies for and claims
an exemption, the seller must charge sales tax

* Seller must obtain a completed exemption
certificate from any customer claiming an
exemption

e Once that form is on file, the seller may make
exempt sales to that customer as long as the
exemption applies to the purchase

1/17/2013 10

1/15/2013



ST-101

ST-101 Idaho State Tax Commission
i SALES TAX RESALE OR EXEMPTION CERTIFICATE
St Zip Code Fy State [zwCote

1. Buying for Resale. | will sell, rent, or lease the goods | am buying in the regular course of my business.

a. Primary nature of business Describe the products you sell, lease, or rent
b. Check the block that applies: | ldaho registered retaller. Seller's permit number
[C] wholesale only, no retail sales (required - see instructions)

] Out-of-state retailer. no Idaho business presence

1/17/2013 11

Common Exclusions/Exemptions

Services (accounting, medical, personal, etc.)
Resale

Production exemption (includes farming)

Prescription drugs & certain medical
equipment

Motor fuel (if fuels tax already paid)

1/17/2013 12

1/15/2013



Selected Sales Tax Issues
Discussion

1. Streamlined Sales Tax

2. Remote Use of Software: Cloud
Computing

1/17/2013

13

Streamlined Sales Tax Project

Overview

1/17/2013

14

1/15/2013



Perceived Problem:
Economic Impact of Remote Sales
Some governors and state legislators are

concerned about sales tax revenue losses
from electronic commerce

Competitive disadvantage: Consumers browse
on Main Street but make purchases online to
evade the tax.

$12.65B loss nationally, 2012 (est.)
$51.5M loss in Idaho, 2012 (est.)

7/2013 15

1/17/2013 16

Barriers to E-Commerce
Tax Collection

Federal law enables many sellers to have no
collection responsibility due to lack of physical
nexus

Consumers are unaware of, or are unwilling to
voluntarily pay, use tax to the state

Some members of Congress hesitate to impose a
collection responsibility on remote sellers

Federalism concerns: Perceived risks to the
distribution of powers between a central
government and the states

1/15/2013



Working Toward a Solution:
Streamlined Sales Tax Project

“To assist states as they administer a simpler and more
uniform sales and use tax system.”

Governing board oversees uniformity and
simplification efforts relating to collection and
remittance of sales tax by businesses that sell products
into states where they have no physical presence, or
nexus.

24 states have adopted the requirements of the
Streamlined Sales and Use Tax Agreement (SSUTA)
developed by the Board.

1,400 retailers have voluntarily collected over $700
million in sales tax for Streamlined states.

7/2013 17

1/17

Member States Requirements

State level administration of tax collection.

Central point of administration for all state and
local sales and use taxes.

Uniformity in the state and local tax bases.
Uniformity of major tax base definitions.

Central, electronic registration system for all
member states.

Remote sellers use certified sales tax
administration software. Certain audit
restrictions apply.

/2013 18

1/15/2013



Additions and Alternatives to
Streamlined Sales Tax
* Marketplace/Main Street Fairness Acts
considered in last Congressional session

 Likely additions and changes to proposed
legislation in current and future sessions

e Potential for future legislation to require state
membership in Streamlined Sales Tax Project

1/17/2013 19

Remote Use of Software:

Cloud Computing

1/17/2013 20

1/15/2013

10



Remote Use of Software:
Cloud Computing
» Definition: Remote access of a software
program that resides on an out-of-state server
* There are numerous variations

e Use of remote software is often encompassed
in the term “cloud computing”

e Companies that provide remote access are
often called “application service providers”

1/17/2013 21

Application of Idaho Sales Tax Law to
Remotely Used Software

e Sales tax is imposed on the sale of tangible
personal property.
* Tangible personal property:
— Can be seen, weighed, measured, felt, or touched;
perceptible to the senses.

— Since 1986, term also includes “canned” computer
software, regardless of the method by which title,
possession, or right to use it is transferred to the
user.

1/17/2013 22

1/15/2013

11



Application of Use Tax Law to
Remotely Used Software

The term "use" includes the exercise of any
right or power over tangible personal property

Operational control of canned software is
transferred to the buyer, even if the software
resides on storage media furnished by the
customer. A fee for the permanent or
temporary transfer of possession of software
by any means is a sale or lease of tangible
personal property and is taxable.

7/2013 23

1/17

Sales Tax vs. Use Tax

Sales Tax: The seller may not have sufficient
contact with this state to compel collection of
sales tax.

Use Tax: User is obligated by the
complementary use tax statute to remit use
tax to the state.

Companies with in-state servers or other
physical presence must charge tax on sales to
remote users in this state.

/2013 24

1/15/2013

12



1/15/2013

References for E-=Commerce and
Streamlined Sales Tax

e Streamlined Sales Tax Project
http://www.streamlinedsalestax.org

e State and Local Government Sales Tax
Revenue Losses from Electronic Commerce by
Donald Bruce, Associate Professor of
Economics; William F. Fox, William B. Stokely
Distinguished Professor of Business; LeAnn
Luna, Associate Professor of Accounting. The
University of Tennessee. April 13, 2009.

1/17/2013 25

More References for E-Commerce and
Streamlined Sales Tax

* Google: Main Street Fairness; Marketplace
Fairness; remote sales legislation
e Federation of Tax Administrators website

e Multistate Tax Commission website

1/17/2013 26

13



Cloud Computing References

* Cloud Computing and Related Software Sales and
Use Tax Issues, October 22, 2012, Idaho State Tax
Commission (provided with these slides)

e |daho Code §§ 63-3615 and 63-3616 at
http://www.legislature.idaho.gov/idstat/Title63/
T63CH36.htm

e |daho Sales & Use Tax Administrative Rule 027
(IDAPA 35.01.02.027), Subsections 02 and 04 at
http://adminrules.idaho.gov/rules/current/35/in
dex.html Choose “35.01.02 Sales and Use Tax
Rules”

1/17/2013 27

Idaho State Tax Commission

* Saul Cohen, Tax Policy Specialist, Sales Tax
saul.cohen@tax.idaho.gov

* McLean Russell, Tax Policy Specialist, Sales Tax
mclean.russell@tax.idaho.gov

Telephone: 208-334-7530 (Boise)

1/17/2013 28

1/15/2013

14



File this return on-line at:

tax.idaho.gov, click on E-File

R0850B
4/18/2003

850 IDAHO SALES AND USE TAX RETURN

PERMIT NO. FROM TO I:‘ Mailing address change D Cancel permit

001034136 10/01/12 12/31/2012 L TOtal SAIES ....oovveeee e .
TAX DUE ON OR BEFORE 2. Less nontaxable sales ..
01/22/2013 3. Net taxable sales (line 1 minus line 2) .......... .
4. 1tems SUbject t0 USE taX ........ocovvveririririririns .
JOHN Q TAXPAYER 5. Total taxable (add lines 3and 4) .................. .
800 PARK BLVD 6. Tax (6% OF liNE 5) coevvvreeeresserreserneen .
BOISE ID 83712-7742 7. Adjustments (attach explanation) ............... .
8. Tax due (total of lines6and 7) ............ccoo.... .

9. Penalty (add after due date) .........

10. Interest (add after due date) ....
Iig 3'32':55 csworeraerctO troifi:iergleg; 2; tr:;/S ;'(T.Lm?g?" ggt"et‘lc')e:ax Commission 1L TOtal dUB. v
Authorized Signature Date PO Box 76

Boise, Idaho 83707

1001034k3k 100103413k JOHN 08 1212 @ 50 b



ST-101 ldaho State Tax Commission
o6t SALES TAX RESALE OR EXEMPTION CERTIFICATE

Seller's Name Buyer's Name
Address Address
City State Zip Code City State Zip Code

1. Buying for Resale. | will sell, rent, or lease the goods | am buying in the regular course of my business.

a. Primary nature of business Describe the products you sell, lease, or rent

b. Check the block that applies: |:| Idaho registered retailer. Seller's permit number
Wholesale only, no retail sales
|:| Out-of-state retailer, no Idaho business presence

(required - see instructions)

2. Producer Exemptions (see instructions). | will put the goods purchased to an exempt use in the business indicated below.
Check the block that applies and complete the required information.
D Logging Exemption
Broadcasting Exemption
D Publishing Free Newspapers
D Production Exemption (check one): |:| Farming |:| Ranching |:| Manufacturing |:| Processing |:| Fabricating |:| Mining

List the products you produce:

3. Exempt Buyer. All purchases are exempt, and no permit number is required. Check the block that applies.

(] Advocates for Survivors of L] center for Independent Living ] Nonprofit Children's Free [ senior Citizen Center
Domestic Violence and (] Emergency Medical Service Agency Dental Service Clinic (] state/Federal Credit Union
Sexua'll Assau!t, Inc.. [ Federal/ldaho Government Entity ] Nonprofit Hospital L] Volunteer Fire Department

D Amer!can Indian Tribe |:| Forest Protective Association |:| Nonprofit Museum

L] American Red Cross ] 1daho Foodbank Warehouse, Inc. L] Nonprofit School

D Amtrak |:| Nonprofit Canal Company |:| Qualifying Health Organization

|:| Blind Services Foundation, Inc. . . )
(see instructions for list)

4. Contractor Exemptions (see instructions).
a. Invoice, purchase order, or job number to which this claim applies

City and state where job is located

b
c. Project owner name
d. This exempt project is: (check appropriate box)
D In a nontaxing state. (To qualify, materials must become part of the real property.)
|:| An agricultural irrigation project.
For production equipment owned by a producer who qualifies for the production exemption.

5. Other Exempt Goods and Buyers (see instructions).

|:| Aircraft used to transport passengers or freight for hire |:| Livestock sold at a public livestock market
|:| Aircraft purchased by nonresident for out-of-state use L] Medical items that qualify
|:| American Indian buyer holding Tribal I.D. No. . |:| Pollution control items

This form doesn't apply to vehicles or boats. See instructions. |:| Research and development goods
|:| Church buying goods for food bank or to sell meals to members ] Snowmaking/grooming equipment, or aerial tramway component
|:| Food bank or soup kitchen buying food or food service goods L] other goods or entity exempt by law under the following statute
|:| Glider kits for IRP-registered vehicles (required: )

|:| Heating fuel

Buyer: Read and sign. | certify that all statements | have made on this form are true and correct to the best of my knowledge. | understand that
falsification of this certificate for the purpose of evading payment of tax is a misdemeanor. Other penalties may also apply.

Buyer's Signature Buyer's Name (please print) Title

Buyer's Federal EIN or Driver's License No. and State of Issue Date

Seller: Each exemption a customer may claim on this form has special rules (see instructions). It's your responsibility to learn the rules. You must
charge tax to any customers and on any goods that don't qualify for a claimed exemption and are taxable by law.

e This form may be reproduced. e This form is valid only if all information is complete. e The seller must keep this form.



EFO00149p2
06-24-11

Form ST-101 Instructions

1. BUYING FOR RESALE: Buyers must have an Idaho
seller's permit number unless they are wholesalers
who make no retail sales or out-of-state retailers with
no Idaho business presence (e.g. physical location,
representatives, or employees, etc.). An Idaho

seller's permit number has nine digits. For example,
000123456. If the number contains an inappropriate
number, such as a federal Employer Identification
Number, the certificate isn't valid. To verify a seller's
permit number, contact the Tax Commission or visit our
Web site at tax.idaho.gov.

2. PRODUCER EXEMPTIONS: Businesses that
produce products for resale can buy goods that are
directly and primarily used in the production process
without paying tax. Loggers, broadcasters, and
publishers of newspapers that are free to the public (with
at least 10% informational content, not ads) are granted a
similar exemption. However, a seller must charge these
buyers sales tax on any of the following:
» Ahand tool with a unit cost of $100 or less
Transportation equipment and supplies
Goods used in selling/distribution
Janitorial or cleaning equipment or supplies
Maintenance or repair equipment and supplies
Office equipment and supplies
Any licensed motor vehicle or trailer and parts
Aircraft and parts
Recreational vehicle (e.g. snowmobile, ATV, off-road
motorcycle, camper, travel trailer)
» Goods that become improvements to real property
(e.g. fence posts)

Seller: You may stamp or imprint a Producer Exemption
Claim on the front of your invoice. If customers fill in their
exemption claim on a stamped or imprinted statement
each time you make an exempt sale to them, you don't
have to keep a form ST-101 on file for them. Contact

the Tax Commission to get the required language for the
statement.

3. EXEMPT BUYERS: These buyers are exempt from
tax on all purchases.

Hospitals: Only licensed nonprofit hospitals qualify.
Nursing homes or similar institutions don't.

Schools: Only nonprofit schools qualify, including
colleges and universities; primary, secondary, and
charter schools; and the Idaho Digital Learning Academy.
Schools primarily teaching subjects like business,
dancing, dramatics, music, cosmetology, writing, and
gymnastics don't qualify. Auxiliary organizations, such
as parent-teacher associations and alumni groups, don't
qualify.

Museums: Only nonprofit museums qualify. A museum
collects, preserves, and displays objects and information
to help the public interpret the past and present and to
explore the future. Examples include institutions that
display science, history, art, and culture.

Centers for Independent Living: To qualify,
nonresidential centers must be run by disabled persons
and provide independent living programs to people with
various disabilities.

Qualifying Health Organizations:

American Cancer Society

American Diabetes Association

American Heart Association

American Lung Association of Idaho

Arc, Inc., The

Arthritis Foundation

Children's Home Society of Idaho

Easter Seals

Family Services Alliance of Southeast Idaho

Idaho Community Action Agency

Idaho Cystic Fibrosis Foundation

Idaho Diabetes Youth Programs

Idaho Epilepsy League

Idaho Primary Care Association and its Community
Health Centers

Idaho Ronald McDonald House

Idaho Women's and Children's Alliance

March of Dimes

Mental Health Association

Muscular Dystrophy Foundation

National Multiple Sclerosis Society

Rocky Mountain Kidney Association

Special Olympics Idaho

United Cerebral Palsy

Government: Only the federal government and Idaho
state, county, or city government qualify. Sales to other
states and their political subdivisions are taxable.

4. CONTRACTOR EXEMPTIONS: Three exemptions
apply to contractors. In each case, a contractor must

list the job location, project owner, and whether the
exemption claim applies to a specific invoice or purchase
order, or to all purchases for a specific job number.

Nontaxing State: Construction materials for a job in a
nontaxing state are exempt from Idaho sales tax. This
exemption applies only to materials that will become part
of real property and only if the contractor isn't subject

to a use tax or a similar tax in the other state. Jobs in
Oregon, Montana, and Alaska qualify, as do some jobs in
Washington.

Agricultural Irrigation: Irrigation equipment and
materials for an agricultural irrigation project are exempt.
An irrigation system for a golf course or a residence
doesn't qualify.

Production Equipment: A contractor who installs
production equipment for a producer/manufacturer can
buy the materials for the equipment exempt from tax.
This exemption doesn't apply to materials that become
part of real property.



EFO00149p3
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Form ST-101 Instructions - continued

5. OTHER EXEMPT GOODS AND BUYERS: If buyers
claim an exemption that isn't listed on this form, they
must mark the "other" block and list the section of the law
that applies to the exemption, or the certificate isn't valid.

Aircraft Purchased by Nonresidents for Out-of-State
Use: An aircraft sold to a nonresident is exempt if it will
be immediately removed from Idaho and registered in
another state and won't be stored or used in Idaho more
than 90 days in any 12-month period. Aircraft kits and
hang gliders don't qualify for this exemption. A business
is a "nonresident" if it has no business presence in Idaho.
A business with property in Idaho or employees working
in the state, doesn't qualify.

Aircraft Used to Transport Passengers or Freight

for Hire: Only aircraft purchased by an airline, charter
service, air ambulance service, or air freight company
qualify. Parts and repair and replacement materials for
the exempt aircraft are also exempt. Examples of aircraft
that don't qualify for this exemption are those used for
recreational flights, aerial spraying, dumping, or logging.

American Indian: Sales to an enrolled Indian tribal
member are exempt if the seller delivers the goods on the
reservation. The buyer's Tribal Identification Number is
required. For sales of vehicles or boats, use form
ST-133, Sales Tax Exemption Certificate - Transfer
Affidavit.

Church: A church may buy food to sell meals to its
members or qualifying goods for its food bank without
paying tax. Churches must pay tax on all other goods
they buy to use.

Food Banks and Soup Kitchens: Food banks and
soup kitchens may buy food or other goods used to grow,
store, prepare, or serve the food exempt from sales tax.
The exemption doesn't include licensed motor vehicles or
trailers.

Heating Fuels: Heating fuels such as wood, coal,
petroleum, propane, and natural gas are exempt when
purchased to heat an enclosed building or a building
under construction, or when used for cooking or water
heating.

Livestock: Sales of cattle, sheep, mules, horses, pigs,
and goats are exempt when sold at a public livestock
market. Sales of other animals don't qualify.

Medical Items: Only the following medical goods qualify
if a licensed practitioner will administer or distribute them:
drugs, oxygen, insulin, syringes, prosthetic devices,
durable medical equipment, dental and orthopedic
appliances (including fillings), urinary and colostomy
supplies, enteral and parenteral feeding equipment and
supplies, hemodialysis and peritoneal dialysis drugs and
supplies, and chemicals and equipment used to test or
monitor blood or urine of a diabetic.

Pollution Control Items: The following items qualify:
tangible personal property purchased to meet air or water
quality standards of a federal or state agency; liners and
reagents purchased to meet water quality standards;
tangible personal property purchased to meet air or water
quality standards and which become an improvement

to real property of manufacturing, mining, farming, or
toxic waste treatment and storage businesses; and

"dry to dry transfer systems" used by the dry cleaning
industry. The exemption isn't available for items used in
treating drinking water, preventing soil erosion, in road
construction, or in septic systems. Motor vehicles and
buildings don't qualify. See Idaho Code section
63-3622X for more details.

Research and Development (R & D): Purchases of
goods that are directly and primarily used to develop,
design, manufacture, process, or fabricate a product

or potential product qualify. Also, the Idaho National
Laboratory and its contractors may claim an

R & D exemption to buy goods directly and primarily
used to advance scientific knowledge in areas that don't
have a commercial application. ltems that will become a
part of real property don't qualify.

Snowmaking/Grooming Equipment, Aerial Tramway:
The owner or operator of a downhill ski area with an
aerial passenger tramway may buy parts, materials, and
equipment that become a component part of the tramway
and snow grooming and snowmaking equipment (and
parts) for the slopes exempt from tax. An aerial tramway
includes chair lifts, gondolas, T-bar and J-bar lifts, platter
lifts, rope tows, and similar devices.



Category

Applicable
Statute

Year(s) of
Year Significant
Description Enacted Amendments

Est. Cost, FY
2012 ($in
Thousands)

Reason for
Nontaxability

Construction of Real
Property

Gratuities for Meals

Agricultural and
Industrial Services

Information Services

63-3609 & 63-3612 The sale of real property is excluded from the 1965 n/a

63-3612

63-3612

63-3612

definition of a sale subject to sales tax (Idaho
Code § 63-3612) and, therefore, any
construction labor would be excluded from
the sales tax. In addition, a contractor is
considered to be the consumer of all materials
used in the construction or repair of real estate
and owes tax on his purchase of those
materials (Idaho Code § 63-3609). If the
contractor marks up the cost of those
materials in reselling the real estate, the
additional charge is also excluded from the
sales tax.

All voluntary gratuities are excluded from the 1965 2011
definition of a sale subject to sales tax (Idaho

Code § 63-3612). As of a statutory

amendment in 2011, mandatory gratuities for

meals only are excluded from the definition

of the sales price subject to sales tax (Idaho

Code & 63-3613().
This category of services is excluded from the 1965 n/a

definition of a sale subject to sales tax. It
includesagricultural soil preparation, planting,
cultivating, and harvesting; farm management;
forestry service; and mining services.

Subscriptions or charges for one-way and two- 1965 n/a
way transmissions of signals containing

information (sound, images, data, etc.) and

information services (internet providers, etc.)

are excluded from the definition of a sale

subject to sales tax.

$94,669

$200

$3,808

$81,367

Exclusion

Exclusion

Exclusion

Exclusion



Year(s) of  Est. Cost, FY

Applicable Year Significant 2012 ($in Reason for
Category Statute Description Enacted Amendments Thousands) Nontaxability
Professional Services 63-3612 This category of services is excluded from the 1965 n/a $209,227  Exclusion

definition of a sale subject to sales tax. It
includeslegal, accounting, engineering,
architectural, consulting, scientific research,
and advertising services.

Business Services 63-3612 This category of services is excluded from the 1965 n/a $105,967  Exclusion
definition of a sale subject to sales tax. It
includesoffice services, employment services,
building services, employment agencies,
facility services, and security agencies.

Personal Services 63-3612 This category of services is excluded from the 1965 n/a $9,607  Exclusion
definition of a sale subject to sales tax. It
includeslaundry and dry cleaning, barbers and
beauticians, shoe repair, funeral services,
massage parlors, and escort services.

Health and Medical 63-3612 This category of services is excluded from the 1965 n/a $405,482  Exclusion
Services definition of a sale subject to sales tax. It
includesdoctors, dentists, hospitals, and

nursing home services.
Social Services 63-3612 This category of services is excluded from the 1965 n/a $69,327  Exclusion

definition of a sale subject to sales tax. It
includesadult and child day care, residential
care, and adoption services.

Educational Services 63-3612 This category of services is excluded from the 1965 n/a $37,563  Exclusion
definition of a sale subject to sales tax. It
includes private elementary and secondary
schools, colleges and universities, libraries,
vocational schools, driving instruction, flight
schools, and modeling schools.



Year(s) of  Est. Cost, FY

Applicable Year Significant 2012 ($in Reason for
Category Statute Description Enacted Amendments Thousands) Nontaxability
Miscellaneous Services 63-3612 This category of services is excluded from the 1965 n/a $2,504  Exclusion

definition of a sale subject to sales tax. It
includes all personal service industries not
classified elsewhere such as pet care, barber
shops, and parking lots and garages.

Lottery Tickets and 63-3612 & 67-7439 Betting services are likely excluded from the 1965 1988 $10,974  Exclusion
Pari-Mutuel Betting definition of a sale subject to sales tax (Idaho

Code § 63-3612). In addition, the sale of

lottery tickets was specifically exempted by

law when the lottery was enacted in 1988

((Idaho Code & 67-7439).
Trade-In Value 63-3613(b)(2) Excludes from the taxable sales price any 1965 n/a $27,279 Exclusion

amounts allowed for merchandise traded in

against the purchase of other goods.
Repair & Installation 63-3613(b)(4) The labor charges associated with repairing or 1965 n/a $39,037 Exclusion
Labor installing tangible personal property are

generally excluded from the definition of the

sales price subject to tax as long as the

charges are separately stated on the bill.

Federal Excise Tax 63-3613(b)(5) Excludes retail level federal excise taxes from 1965 n/a nfa  Exclusion
Imposed at Retail the taxable sales price.

Transportation 63-3613(b)(7) Most charges for transportation of freight and 1965 1986 $36,166  Exclusion
Services passengers are excluded from the definition of

the sales prices subject to sales tax.
Exceptions (i.e. taxable transportation
charges) include transportation of
manufactured homes by the dealer (as of a
1986 amendment) and the cost of transporting
goods prior to their sale. The definition of a
sale subject to sales tax (Idaho Code § 63-
3612(i)) currently includes intrastate flights of
freight and passengers, however, federal law
prohibits taxation of such flights, so they are
not taxed in practice.



] Year(s) of  Est. Cost, FY
Applicable Year Significant 2012 ($in Reason for
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New Manufactured 63-3613(c) Excludes 45% of the sales price of new 1965 1976 $2,298 Exclusion
Homes or Modular manufactured homes and modular buildings
Buildings from the taxable sales price. Originally

excluded 60% of the sales price before the

1976 amendment. e

Total Cost of Exclusions Enacted in 1965 $1,135,475

Incidental Sales of 63-3609 Excludes goods sold incidentally when selling 1985 n/a $12 Exclusion
Tangible Personal real property, such as a stove and refrigerator
Property included with a home.
Lodging, Eating, and  63-3612(2)(b) & (g) Excludes from the definition of a sale subject 1988 n/a $84 Exclusion
Drinking Places to sales any nondepreciable goods that are

consumed by customers, such as guest hand

soap provided in a motel room.
Sales by Outfitters and 63-3613(b)(9) Allows outfitters to exclude from the taxable 1990 n/a $16 Exclusion
Guides amount charged to their customers the federal

fees imposed on oultfitters for the right to use

recreational sites.
Auto Manufacturer 63-3613(e) Allows dealers to exclude the amount of a 1990 n/a $590 Exclusion
Rebates rebate given to the buyer, by the motor

vehicle manufacturer, from the taxable sales

price of the vehicle.
Donations of Real 63-3621(m) Excludes from the imposition of use tax any 1991 n/a $4 Exclusion
Property to Idaho goods that are donated to either the State of
Government Idaho or to a nonprofit listed in 63-36220,

where the goods are incorporated into real

propertv.
Telecommunications  63-3613(b)(10) & 63- Excludes from taxation the amount of 1996 n/a $1,704 Exclusion
Equipment 3621(a) discount or price reduction that is offered as

an inducement to commence or continue

telecommunications service.
Motor Vehicles of 63-3621(k) Excludes from the imposition of the use tax a 2011 n/a $25 Exclusion

Nonresident Students

full-time, nonresident post-secondary
student’s vehicle.



] Year(s) of  Est. Cost, FY
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Personal Property of 63-3621(1) Excludes from the imposition of the use tax 2011 n/a nfa  Exclusion
Military Personnel personal items, including vehicles, brought
into the state by military personnel
temporarily assigned to Idaho and their
SDOUSES.
Total Cost of Exclusions Enacted After 1965 $2,435
Constitutionally 63-3622A Exempts transactions and uses on which the 1965 n/a nfa  Exemption
Prohibited Taxes state is prohibited from imposing a tax by the
US Constitution.
Out-of-State Contracts 63-3622B Exempts the sale of materials installed by 1965 1993 $4,226  Exemption
contractors into real property in a hontaxing
state. Amended in 1993 to remove the
residency requirement for the contractor.
Motor Fuels Subject to 63-3622C Exempts the sale of motor fuel subject to the 1965 1987 $193,500  Exemption

Fuels Tax

motor fuels tax. Amended in 1987 to include
fuel used by locomotives unless loaded and
burned off in Idaho.



Category

Applicable
Statute

Description

Year

Enacted Amendments

Year(s) of
Significant

Est. Cost, FY
2012 ($in
Thousands)

Reason for
Nontaxability

Production Exemption

Containers

Utilities

Heating Materials

Literature

63-3622D

63-3622E

63-3622F

63-3622G

63-36221

Exempts the purchase of equipment and
supplies primarily and directly used in the
production of goods for resale. To qualify for
the exemption, a business or separately
operated segment of a business must be
primarily devoted to the production of goods
for resale. This exemption includes farming
and mining activities. Amended in 1987 to
include custom farmers. Amended in 1990
when the logging portion of the exemption
was moved to its own statute, 63-3622JJ.
Amended in 1991 to include equipment used
to fabricate or install production equipment.
Amended in 2006 to include equipment used
to manufacture heating materials. Amended in
2008 to include equipment used to process
certain materials for the production of energy.

Exempts the purchase of containers that will
be packaged with contents for resale including
returnable containers. Also exempts the sale
of containers when the contents are exempt

from sales tax.
Exempts the sale of natural gas, electricity,

and water when delivered to customers by
pipe, wires, mains, or similar systems.

Exempts all products burned to heat a
building or for any domestic purpose.
Exempts literature published and sold by
501(c)(3) nonprofit organizations. Originally
only applied to religious literature, but
expanded in 1989 to include all nonprofit
oraanizations.

1965

1965

1965

1965

1965

1987, 1990,
1991, 2006,
2008

n/a

n/a

n/a

1989

$123,215

$39

$93,357

$4,802

$135

Exemption

Exemption

Exemption

Exemption

Exemption



Year(s) of  Est. Cost, FY

Applicable Year Significant 2012 ($in Reason for
Category Statute Description Enacted Amendments Thousands) Nontaxability
School & Senior 63-3622J Exempts federal meal programs for school- 1965 1974 $4,701  Exemption
Citizen Meals aged youth and senior citizens. The provision

for senior citizens was added in 1974.

Sales of Meals by 63-3622J Exempts meals sold at church functions to 1965 n/a $13  Exemption
Churches to its members of the congregation.

Sales by Nonretailers ~ 63-3622K(b)(1,6,8) Exempts sales of items by individuals who are 1965 n/a $3,349  Exemption
(Yard and Occasional not retailers and who are not

Sales) behaving as a retailer. Covers transactions

such as occasional yard sales, occasional
classified ad sales, etc. The exemption only
applies if the individual makes two or less
sales in a 12-month period. Motor vehicle
sales are specifically excluded from this

pxArmMNtinn
Sale or Lease of 63-3622K(b)(2-5) Exempts sales of otherwise taxable 1965 1990, 1996 $2,006  Exemption
Businesses or Business merchandise, equipment, and supplies in
Assets cases where the entire business operation is

undergoing transfer of ownership and the
business itself will continue its operations. It
also exempts sales of businesses that amount
to a change in the form of business ownership.
Amended in 1990 to add related business
transfers and sales. Amendd in 1996 to add
leases of assets among family-owned

businesses.

De Minimis Sales 63-3622L Exempts sales with a sales price of $0.11 or 1965 n/a nfa  Exemption
less.

Liquor Sales 63-3622M Exempts sales of liquor by the State Liquor 1965 n/a n/a  Exemption

Dispensary to resellers of liquor by-the-drink.



] Year(s) o ESt. Cost, FY
Applicable Year Significant 2012 ($in Reason for
Category Statute Description Enacted Amendments Thousands) Nontaxability
Purchases Shipped Out- 63-3622P Exempts sales of goods to common carriers 1965 n/a nfa  Exemption
of-State by a Common for use in its business as a common carrier.
Carrier This exemption only applies when the goods
are shipped out-of-state by the seller via the
purchasing carrier.
Out-of-State Shipments 63-3622Q Exempts sales of goods delivered out of state. 1965 n/a nfa  Exemption
Sales of Motor 63-3622R(a) Exempts vehicles under 26,000 pounds and 1965 n/a $15,237  Exemption
Vehicles to trailers purchased in Idaho by a nonresident

Nonresidents

Prescriptions 63-3622N

Educational Institution 63-36220(1)(a)
Purchases

for use outside of Idaho.
Total Cost of Exemptions Enacted in 1965

Exempts most prescription medical items. 1967 1971, 1976,
Originally enacted to exempt prescription 1990, 1998,
drugs. Amended in 1971 to add prescription 2008
oxygen and

amended in 1976 to add prosthetics, limbs,
wheelchairs, hearing aids, and

crutches. Amended in 1990 to add durable
medical equipment, and

numerous other prescription items. Amended
in 1998 to exempt dental prostheses and other
orthodontic appliances. Amended in 2008 to
include qualified items prescribed by
physician assistants.

Exempts all purchases by nonprofit colleges, 1967 n/a
universities, and primary and

secondary schools. Excludes from the

exemption schools that teach a limited

curriculum such as a cosmetology or music

school.

$444,580

$44,602  Exemption

$11,169  Exemption



] Year(s) of  Est. Cost, FY
Applicable Year Significant 2012 ($in Reason for
Category Statute Description Enacted Amendments Thousands) Nontaxability

Hospital Purchases 63-36220(1)(a)  Exempts all purchases by nonprofit hospitals 1967 n/a $24,766  Exemption

that are licensed by the state for the care of ill

persons. Excludes from exemption nursing

homes or "similar institutions."
Canal Company 63-36220(1)(a) Exempts all purchases by canal companies, 1967 n/a $1,029  Exemption
Purchases which are specifically defined as nonprofit

corporations whose sole purpose is operating

and maintaining dams, reservoirs, canals,

lateral and drainage ditches, pumps, and

pumping plants.
Radio & Television 63-3622S Exempts equipment and supplies used to 1975 n/a $2,536  Exemption
Broadcasting produce and broadcast radio and television
Equipment programs. Excludes property used in a

manner incidental to production or broadcast

such as maintenance or janitorial supplies.
Irrigation Equipment & 63-3622W Exempts agricultural irrigation equipment and 1975 n/a $3,920  Exemption
Supplies supplies, even if attached to real property, and

even if purchased by a contractor for an

agricultural irrigation project.
Used Manufactured 63-3622R(b) Exempts sales of used manufactured homes. 1976 n/a $2,760  Exemption
Homes
Funeral Service 63-3622U Exempts supplies relating to a funeral when 1977 n/a $1,400  Exemption
Supplies purchased by a licensed funeral establishment.
Pollution Control 63-3622X Exempts equipment required by regulatory 1977 2007 $9,759  Exemption
Equipment agencies for air or water pollution control.

Amended in 2007 to include materials even if

they become a component of real property.
Sales by 4-H and FFA 63-3622K(b)7 Exempts sales of animals by any 4-H club or 1979 n/a $28  Exemption

Clubs at Fairs

FFA club held in conjunction with a fair or
the Western Idaho Spring Lamb Sale.



] Year(s) of  Est. Cost, FY
Applicable Year Significant 2012 ($in Reason for
Category Statute Description Enacted Amendments Thousands) Nontaxability

Forest Protective 63-36220(1)(a) Exempts all purchases by forest protective 1979 n/a $45  Exemption
Association Purchases associations under special contract with the

state of Idaho to detect, prevent, and suppress

forest or range fires.
Equipment to Produce 63-3622T Exempts equipment and supplies used to 1979 n/a $163  Exemption
Certain Newspapers publish advertising type newspapers that are

sold or given away to the public, as long as

the paper contains at least 10% editorial

comment and advertising revenue is the

publisher’s primary source of income.

Excludes property used in a manner incidental

to production of the newspaper such as

maintenance or janitorial supplies.
Motor Vehicle Sales 63-3622K(c) Exempts sales of motor vehicles between 1980 n/a $1,788  Exemption
Between Family family members related within the second
Members degree of consanguinity.
Health Entity 63-36220(1)(a) Exempts all purchases by specified "health- 1980 n/a $407  Exemption
Purchases related entities” such as the The ARC.

Amended several times over the years to add

entities to the list.
Precious Metal Bullion 63-3622V Exempts sales of precious metal bullion and 1982 n/a $558  Exemption

coins.
Official Documents 63-3622AA Exempts sales of documents when the fee for 1984 n/a $67  Exemption

the document is set by Idaho Code.
Sales by Indian Tribes 63-3622Z Exempts sales by Indian Tribal Enterprises 1984 n/a $5,379  Exemption

on Reservations

from sales and use tax. This exemption allows
a tribal enterprise to make sales to both
Indians and non-Indians without collecting
sales tax. Further, it provides that no use tax
applies to the purchase if a non-Indian
removes the goods from the reservation.



] Year(s) of  Est. Cost, FY
Applicable Year Significant 2012 ($in Reason for
Category Statute Description Enacted Amendments Thousands) Nontaxability

Research & 63-3622BB Exempts goods used for research and 1985 n/a $4,878  Exemption
Development at the development at the Idaho National Laboratory
INL (INL).
Railroad Rolling Stock  63-3622CC & 63- Provides an exemption for railroad rolling 1986 n/a $2,550  Exemption
and Remanufacturing 3622DD stock and for parts, equipment, and supplies

used in the process of remanufacturing

railroad rolling stock, whether or not the

rolling stock is for resale. Rolling stock must

have been used in interstate commerce at least

three months prior to rebuild to qualify.
Food Stamps & WIC 63-3622EE & 63- Exempts goods purchased with WIC checks 1987 n/a $24,145  Exemption

3622FF and federal food stamps.

Aircraft 63-3622GG Exempts aircraft purchased for commercial 1988 1994, 2012 $1,890  Exemption

transport of passengers or freight. Amended

in 1994 to include sales to nonresidents for

use outside of Idaho. Amended in 2012 to

includes sales of repair parts installed on

aircraft owned by nonresidents.
Production Exemption 63-3622HH Excludes sales of certain recreational 1988 1989, 2008 nfa  Exemption
Does Not Apply to vehicles, such as snowmobiles or
Sales of Certain motorcycles, from the production exemption
Recreational Vehicles (63-3622D).
Trucks Used in 63-3622R(c) Exempts trucks weighing over 26,000 pounds 1989 n/a $6,390  Exemption
Interstate Commerce and trailers that are used in interstate

commerce. The truck must be registered as

part of a fleet under the International

Registration Plan and the trailer must be used

in such a fleet. The use of the truck and trailer

will continue to be exempt from use tax as

long as 10% of the fleet's miles are outside

Idaho during each calendar year.
Money-Operated 63-362211 Exempts coin-operated machines that vend a 1990 2005 $0  Exemption

Dispensing Equipment

taxable product or service.



] Year(s) of  Est. Cost, FY
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Logging Exemption 63-3622JJ Exempts the purchase of equipment and 1990 n/a Included in  Exemption

supplies primarily and directly used in Production

logging. Unlike the production exemption, Exemption

logging does not have to be the primary

activity of the business to qualify for the

exemotion.
Incidental Sales by 63-3622KK Exempts sales by churches that do not 1990 n/a $839  Exemption
Churches regularly compete with private enterprise.
Food Bank Purchases ~ 63-36220(1)(b) & Exempts purchases by food banks or soup 1991 n/a $292  Exemption

(© kitchens of food and tangible personal

property used in the preparation and service

of food. The Idaho Food Bank is specifically

cited and the exemption is expanded in its

case to include all purchases.
Nonsale Clothier 63-36220(1)(d)  Exempts donations or sales of clothes to 1992 n/a $1  Exemption
Purchases nonsale clothiers. Nonsale clothiers are

defined as any nonprofit corporation or

association "one of whose" primary purposes

is the furnishing of clothes to others without

charae.
Driver's Education 63-3622R(e) Exempts motor vehicles that are temporarily 1995 n/a $40  Exemption
Automobiles donated to drivers’ education programs.
Ski Lifts & 63-3622Y Exempts the lifts, snow groomers, and 1995 n/a $600  Exemption
Snowgrooming snowmaking equipment used by the owner of
Equipment a ski area.
Media Measurement 63-3622LL Exempts the sale and purchase of any 1997 n/a $66  Exemption

Services Exemption

television, radio, newspaper, or other media
measurement service.



] Year(s) of  Est. Cost, FY
Applicable Year Significant 2012 ($in Reason for
Category Statute Description Enacted Amendments Thousands) Nontaxability

Centers for 63-36220(1)(e)  Exempts sales to or purchases by centers for 1997 n/a $5  Exemption
Independent Living independent living. Centers for independent

living are defined as private, nonprofit,

nonresidential organizations where at least

51% of the governing boards are individuals

with disabilities.
State of ldaho & Local 63-36220(1)(f)  Exempts Idaho governmental agencies from 1997 n/a $33,767  Exemption
Government Purchases paying sales tax on purchases. Prior to its

enactment, the exemption was granted by

Administrative Rule.
Ronald McDonald 63-36220(5) This exempts the renting of a place to sleep 1997 n/a $1  Exemption
House Rooms by the Ronald McDonald House.
Clean Rooms 63-3622NN Exempts any tangible personal property thatis 1999 n/a $480  Exemption

used in or becomes a part of a “clean room”

used to manufacture semiconductors.
Livestock Sold at 63-3622MM Exempts the sale of livestock sold at a public 2002 n/a nfa  Exemption
Livestock Markets livestock market.
Volunteer Fire 63-36220(1)(g)  Exempts purchases by volunteer fire 2002 n/a $188  Exemption
Departments and departments and medical service agencies.
Emergency Medical
Service Agencies
Senior Citizens Centers ~ 63-36220(1)(h)  Exempts purchases by senior citizen centers. 2002 n/a $45  Exemption
Idaho Commemorative 63-3622PP Exempts the sale of Idaho commemorative 2003 n/a $2  Exemption
Silver Medallions silver medallions.
Blind Services 63-36220(1)(I)  Exempts purchases by Blind Services 2004 n/a $8  Exemption
Foundation, Inc. Foundation, Inc.
Research & 63-3622RR Exempts tangible personal property used in 2005 n/a $7,200  Exemption
Development research and development activities.
Advocates for 63-36220(1)(j)  Exempts purchases by and donations to 2006 n/a $10  Exemption
Survivors of Domestic Advocates for Survivors of Domestic
Violence and Sexual Violence and Sexual Assault.
Free Dental Clinics 63-36220(1)(k)  Exempts purchases by dental clinics 2006 n/a $11  Exemption

providing free dental services to children.
Museums 63-36220(1)(I)  Exempts purchases by and admissions to 2006 n/a $206  Exemption

nonprofit museums.



] Year(s) of  Est. Cost, FY
Applicable Year Significant 2012 ($in Reason for
Category Statute Description Enacted Amendments Thousands) Nontaxability
Glider Kit Vehicles 63-3622R(d) Exempts glider kit vehicles, most basically a 2006 n/a $281  Exemption
vehicle without an engine (formally defined in
Idaho Code 49-123(f)).
Nonprofit Shooting 63-3622SS Exempts fees and memberships of nonprofit 2006 n/a $35  Exemption
Range Fees shooting and hunting organizations.
Media Production 63-3622TT SUNSETS ON JULY 1, 2016. Rebates sales 2006 n/a $67  Exemption
Project Tax Rebate tax paid on certain media projects produced in
Idaho.
Personal Property Tax 63-3622UU Exempts from taxation the amount of property 2008 n/a $400  Exemption
on Rentals tax included in a rent payment for tangible
personal property. To be eligible the property
must initially be leased for at least a year.
Equipment Used in 63-3622QQ SUNSETTED ON JULY 1, 2011. Provided 2005 n/a $0 Rebate
Alternative Method of a refund of sales tax paid for machinery and
Generation of equipment used in alternative types of
Electricity electricity production.
Small Employer 63-4408 This rebate is contingent on a taxpayer 2005 n/a $115 Rebate

Headquarters
Construction

qualifying under the “Idaho Small Employer
Incentive Act of 2005.” It provides a sales
and use tax rebate for 25% of sales and use
taxes paid on property constructed, located, or
installed in the “project site” (as specified in
63-4402) from January 1, 2006 through
December 31, 2020. General qualification
criteria are specified in 63-4402, and can be
summed up as making an investment of at
least $500,000 in new facilities and adding at
least ten new jobs paying at least $19.23 per
hour. The average wage for each additional
job above the initial ten must be at least
$15.50 per hour.



] Year(s) o ESt. Cost, FY
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Sales Tax Rebate for 63-3641 Rebates sales tax paid to developer for costs 2007 n/a $2,500 Rebate
Highway of building or improving qualified freeway
Improvements exchanges. In order to qualify, the developer
Connected to a Retail must spend at least $4 million on a retail
Complex (AKA State commercial complex and at least $6 million
Tax Anticipation on a freeway interchange or interchange
Revenue) improvements. The maximum any developer
could be
reimbursed for a given freeway project is $35
million.
Total Cost of Exemptions Enacted After 1965 $197,388
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Cloud Computing and Related Sales and Use Tax Issues

Summary

In Idaho, the sale of tangible personal property is taxable, and software reproduced for sale to more
than one customer (i.e., “canned” rather than “custom”) is statutorily defined as tangible personal
property. Further, the definition of software is broadly defined to include all information stored in an
electronic medium. The taxable use of software also occurs in Idaho when there is payment for access
though the software program originates on an out-of-state server (via “cloud computing” and
“application service providers”). The seller may not have sufficient contact with this state, in
accordance with the constitution of the United States, to compel the seller to collect the sales tax. In
this event, the user is obligated by the concomitant use tax statute to remit use tax to the state.

Review and Analysis of Relevant Idaho Statutes

Although many definitions refer to cloud computing as the delivery of a service rather than as a
product, giving rise to controversy over these transactions, this is not an Idaho tax law perspective. In
the realm outside of tax law, tangible personal property is generally thought of as personal property
which may be seen, weighed, measured, felt or touched, or which is in any other manner perceptible
to the senses. Originally, Idaho’s relevant sales tax statute embraced only this definition. Since 1986,
however, ldaho included canned software in the definition of tangible personal property, further
specifying that it was so regardless of how it is transferred to the user. In 1993, the legislature
broadened the definition to specify that software is “information stored in an electronic medium.”

(b) The term "tangible personal property” includes any computer
software which is not a custom computer program.

(1) As used in this subsection, the term "computer software™ means
any computer program, part of a program or any sequence of
instructions for automatic data processing equipment or information
stored in an electronic medium. Computer software is deemed to be
tangible personal property for purposes of this chapter regardless of
the method by which the title, possession or right to use the software is
transferred to the user.

(Idaho Code 8 63-3616(b)(i)).

Idaho Sales and Use Tax Administrative Rule 027 (IDAPA 35.01.02.027) has the following
relevant text with respect to the statute:

Subsection 02. Computer Software, Storage Media and Transfer Media Defined.

a. Computer Software. Computer software, interchangeable with the
terms program or software program, is a sequence of instructions or
collections of data which, when incorporated into a machine readable
data processing storage or communication medium or device, is
capable of causing a computer to indicate, perform, or achieve a
particular function, task, or result. Computer software includes
upgrades, fixes and error corrections as well as any documentation or
related information held on storage media or transferred by whatever
means from any location.
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b. Storage and Transfer Media. Storage media includes, but are not
limited to, hard disks, compact disks, floppy disks, diskettes,
diskpacks, magnetic tape, cards, and semiconductor memory chips
used for nonvolatile storage of information readable by a computer.
Transfer media include, but are not limited to, the Internet, electronic
bulletin boards, local and remote networks, and file transfer protocols.

Further, Subsection 04.b is consistent with the Commission’s position of imposing the tax:

04.b. Tax applies when operational control of canned software is
transferred to the buyer, whether title to the storage media on which
the software resides passes to the customer or the software resides on
storage media furnished by the customer. A fee for the permanent or
temporary transfer of possession of software by any means is a sale or
lease of tangible personal property and is taxable.

Idaho is not the only taxing jurisdiction to define software as tangible personal property. The
Internal Revenue Code, for example, defines software as tangible personal property for the
purpose of certain tax deductions. There are a few other states that define it so for sales and use
tax purposes.

As software is defined as tangible personal property, we must think about it the same way we
think about other tangible personal property — meaning that it has a physical location. It exists at
some specific point in time and space just like any other tangible property. In order for sales tax
to be applicable, there must be a transfer of the software. In order for use tax to apply, “use” by
its statutory definition must occur.

In the case of remotely accessed software, the user can see the software’s screens and manipulate
its various functions, creating desired outcomes. The question is whether the software exists in
Idaho and whether the computer operator is “exercise[ing]... any right or power over tangible
personal property [software]” in Idaho (Idaho Code § 63-3615(b)) or is taking constructive
possession. If so, tax is due because Idaho Code § 63-3621 imposes a use tax on the storage, use,
or other consumption in this state of tangible personal property, and “use” includes the exercise
of any right or power over tangible personal property incident to the ownership or the leasing of
that property. The Commission believes that this threshold is met.

The Commission has the responsibility to enforce the tax laws as written, giving words their
ordinary meaning and substituting meaning if specific definitions are provided by the legislature.
Once given the premise that canned software is tangible personal property, the Commission must
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make reasonable attempts to give the statutory language significance among relevant business
transactions. Although the Commission need not consider legislative intent when enforcing the
unambiguous language of a statute, it is useful to contemplate it here.

Much earlier in its history, software was likely to reside as a set of instructions on a tape or
diskette. It could be purchased in a box at a retailer and, although the physical media was
insignificant, the underlying code could have a great cost. As the industry advanced, the use of
the software was rarely limited by the physical media. Software companies sell the license to
use software, and each user is required to have a license. Additional licenses increase the cost,
while the media remains unchanged. A licensee need not receive multiple copies of the code
because a multi-user license extends permission to replicate the code up to the license limits.
Whether or not the original software was first resident on a server in an adjacent room or in
another state across the country, it is at the user’s location that a copy of all or some of the
software is replicated.

The 1965 Sales and Use Tax Act did not contemplate 21% century technology and business
models. The Commission believes that in the decades following the enactment of the original
Act, the legislature was cognizant of and responsive to technological advances in software
development and delivery mechanisms. Through modification of ldaho Code 8§ 63-3616 and the
Commission’s proposals for administrative rule amendments, the law attempts to keep pace with
the changing times. Transactions of the 1980’s that were taxable (i.e., the sale of software and
digital goods on a diskette through a local retailer) have transformed in this century but are still
taxable. The broadened definition of software has enabled the state to continue to extend the
reach it had to tax transactions and uses that had less complex conveyances 30 years ago.

Advice and Audit Guidelines

Since at least 2006, the Commission has responded to questions and advised taxpayers consistent
with its interpretation of the tax laws described above. Specifically, in an audit of retailers, the
Commission has held that a taxpayer must collect and remit Idaho sales tax for all retail sales of
digital goods made to Idaho-based buyers, where such transactions or buyers have no applicable
exemption. Taxable transactions include, but are not limited to, the following, regardless of the
manner in which the goods are transferred to the buyer: canned software, digital subscriptions,
digital books, tutorials, and audio/visual files. More commonly, due to the relative infancy of
the industry, the audit staff has imposed a use tax on the purchase of the digital goods referred to
above because the purchases were made from retailers outside of Idaho’s jurisdiction who
therefore have no obligation to collect the tax.



Cloud Computing and Related Sales and Use Tax Issues

Challenges of the Newer Technologies

As noted, the guidelines and analysis here are highly dependent upon facts. The Commission
attempts to apply its template to transactions that it becomes aware of in the course of audits and
inquiries. Due to the complexity of the business models, it is not possible to provide an all-
inclusive list of taxable sales transactions or taxable uses. As this technology advances, it may
introduce more rather than less certainty.



SALES TAX

Description: (Title 63, Chapter 36, Idaho Code)

Idaho’s sales tax rate was 5% from April 1986 to April 2003. The sales tax rate was raised to 6% in May 2003
and remained at that level through FY 2004 and FY 2005. The sales tax rate returned to 5% on July 1, 2005.
The rate was increased to 6% on October 1, 2006. Beginning in FY 2005, the Agricultural EQuipment
Property Tax Exemption is funded by the sales tax. Beginning in FY 2008, payments into the Demonstration
Pilot Project Fund are made from sales tax refunds. The rate and distribution history is shown on the
following table.

SALES TAX RATE AND DISTRIBUTION HISTORY

Water Public  Agricultural
Perm. Alloc. Pollution ~ School Equipment
Effective Tax Gen. Building  Revenue to Control Income  Prop. Tax Misc.
Date Rate Fund Fund Sharing Counties * Fund Fund Exemption Dist.
Jul-1965| 3.0% Bal. $500,000 2,3
Jul-1968| 3.0% Bal. $500,000 5.0% 3
Jul-1969| 3.0% Bal. $500,000 10.0% 3
Jul-1970| 3.0% Bal. $500,000 15.0% 3
Jul-1971| 3.0% Bal. $500,000 20.0% 3
Jul-1975|  3.0% Bal. $500,000 20.0% 3,5
Jul-1976| 3.0% Bal. $500,000 20.0% 3,5
Jul-1977|  3.0% Bal. $500,000 20.0% 3,4,5
Jul-1980| 3.0% Bal. $500,000 10.0% 10.0% 3,4,5
Mar-1983| 4.0% Bal. $500,000 10.0% 10.0% 3,4,5
Jun-1983| 4.5% Bal. $500,000 10.0% 10.0% 3,4,5
Jul-1984| 4.0% Bal. $500,000 6.25% 7.5%  $4,800,000 4,5
Apr-1986| 5.0% Bal. $500,000 6.25% 7.5%  $4,800,000 4,5
Jul-1987| 5.0% Bal. $500,000 7.75% 6.0%  $4,800,000 4,5
Jul-1988| 5.0% Bal. $500,000 7.75% 6.0%  $4,800,000 4,5,6
Jul-1995| 5.0% Bal. $500,000 7.75% 6.0%  $4,800,000 4,5,6,7
Jul-1998| 5.0% Bal. $500,000 7.75% 6.0%  $4,800,000 4,5,6
Jul-2000| 5.0% Bal. $5,000,000 13.75% 0.0%  $4,800,000 4,5,6
May-2003( 6.0% Bal. $5,000,000 13.75% 0.0%  $4,800,000 4,5,6
Jun-2003| 6.0% Bal. $5,000,000 11.50% 0.0%  $4,800,000 4,5,6
Jul-2004| 6.0% Bal. $5,000,000 11.50% 0.0%  $4,800,000 $13,448,453 4,5,6
Jul-2005 5.0% Bal. $5,000,000 11.50% 0.0%  $4,800,000 $13,448,453 4,5,6
Aug-2005| 5.0% Bal. $5,000,000 13.75% 0.0%  $4,800,000 $13,448,453 4,5,6
Oct-2006| 6.0% Bal. $5,000,000 13.75% 0.0%  $4,800,000 $13,448,453 4,5,6
Now-2006( 6.0% Bal. $5,000,000 11.50% 0.0%  $4,800,000 $8,487,103 4,5,6
Jul-2007| 6.0% Bal. $5,000,000 11.50% 0.0%  $4,800,000 $8,487,103  4,5,6,8

1. For the period March 1983 through June 1984 this percentage w as applied only to the 3% "base" sales tax rate.

Beginning in 2000, this allocation w as "folded into" the revenue sharing allocation.

2. Amount equal to one mill of all assessed property values distributed to Teachers Retirement System;
$1,000,000 lump sum (one-time) distribution to Tax Commission.
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. Amount equal to the sum required to be certified by the state controller distributed to the Social Security Trust Fund.
. Amount equal to the sum required to be certified by the Idaho housing agency.
. $1.00 per registration fee on vehicle registration transfers that do not involve sales tax.
. Amount certified by the Tax Commission as necessary to fund the Circuit Breaker.

. Amount necessary to fund Property Tax Relief.
. An amount equal to deposits into the Demonstration Pilot Project Fund.




Sales tax funds must be allocated to the Idaho Housing and Finance Association if, within 60 days of the
close of the fiscal year, the Chairman of the Housing and Finance Association Board of Commissioners
certifies to the State Tax Commission that a deficiency exists in the agency's Capital Reserve Fund. No such
certification has ever been made, nor is one anticipated for the current fiscal year. Beginning in 1996, this
provision is limited to no more than $89 million. Also, it only applies to bonds issued prior to 1996,
effectively repealing this provision for bonds issued on or after January 1, 1996.

Basis of Projection:

The projections of FY 2013 and FY 2014 net General Fund accruals from the sales tax are based on
econometric analysis and judgment. Historic monthly gross collections data are first adjusted for
changes in the tax rate and any major collection anomalies. Wages and housing forecasts from the Idaho
Economic Forecast are then used to predict gross sales tax collections. Historical refund levels and the
current distribution formula are used to translate gross collections to net General Fund accruals.
Judgmental considerations include the results of ongoing revenue monitoring.



Historical Data:

SALES TAX
($ THOUSANDS)
Distributions
Water Agricultural
Perm. Alloc.  Pollution Property  Equipment
Gross Gen. Building Rewvenue to Control  Circuit Tax Prop. Tax Misc.
Year Collections | Refunds Fund Fund Sharing Counties Fund  Breaker Relief Exemption Dist.
FY81 Actual| 145,008.0f 220.5 97,679.3 500.0 14,476.0 32,132.2 12
FY82 Actual| 146,206.9| 311.8 98,720.2  500.0 14,607.4 32,067.5 12
FY83 Actual| 165,441.1| 181.2 115,407.0 500.0 15,266.3 34,086.6 12
FY84 Actual| 241,838.4| 596.2 188,422.1 500.0 16,192.2 36,127.9 12
FY85 Actual| 238,544.3| 449.7 200,026.6 500.0 14,876.1 17,851.5 4,800.0 40.4 3
FY86 Actual| 250,490.1f 516.8 211,564.2 500.0 15,036.7 18,044.1 4,800.0 28.3°%
FY87 Actual| 297,892.0] 538.4 259,358.6 500.0 14,853.3 17,827.1 4,800.0 14.6 °
FY88 Actual| 311,391.2 6725 258,770.8 500.0 24,084.4 18,637.1 4,800.0 3,890.1 36.2°
FY89 Actual| 346,682.3| 882.4 288,780.3 500.0 26,7854 20,737.1 4,800.0 4,171.7 2548
FY90 Actual| 383,096.0] 1,664.0 319,290.7 500.0 29,540.7 22,870.2 4,800.0 4,335.5 9493
FYo1l Actual| 404,146.4( 3,403.1 335,739.5 500.0 31,036.1 24,028.3 4,800.0 4,491.1 148.3 3
FY92 Actual| 435,715.5( 1,799.1 364,323.0 500.0 33,612.2 26,022.6 4,800.0 4,606.1 5258
FY93 Actual| 481,357.9] 1,163.9 402,819.5 500.0 37,195.6 28,796.9 4,800.0 6,031.2 50.8 3
FY94 Actual| 541,503.6] 1,739.0 452,684.8 500.0 41,789.3 32,353.2 4,800.0 7,504.3 132.9 3
FY95 Actual| 576,202.9( 1,767.4 481,958.1 500.0 44,500.8 34,452.2 4,800.0 8,241.1 -16.6 °
FY96 Actual| 602,573.0( 2,114.2 462,999.7 500.0 46,554.3 36,023.2 4,800.0 8,807.0 40,757.1 1763
FYo7 Actual| 624,631.8( 2,109.4 476,726.1 500.0 48,240.6 37,347.6 4,800.0 9,609.0 45,238.4 60.7 3
FYo8 Actual| 655,182.6( 2,023.6 496,807.8 500.0 50,572.4 39,152.8 4,800.0 10,331.1 50,400.4 594,53
FY99 Actual| 704,734.8 2,784.7 588,796.7 500.0 54,237.7 41,979.4 4,800.0 10,891.7 0.0 744.6 3
FY00 Actual| 750,125.9( 2,741.7 627,503.0 500.0 57,852.8 44,754.6 4,800.0 11,481.2 0.0 492,73
FYOo1 Actual| 778,886.9( 3,464.1 647,293.8 5,000.0 106,024.7 0.0 4,800.0 11,711.3 0.0 593.0 3
FY02 Actual| 791,623.6( 4,103.4 657,119.2 5,000.0 108,500.4 0.0 4,800.0 11,983.5 0.0 117.0°8
FY03 Actual| 839,180.9( 3,119.1 700,240.7 5,000.0 112,947.4 0.0 4,800.0 12,787.1 0.0 286.6 °
FY04 Actual|1,032,987.5( 4,312.6 886,079.0 5,000.0 117,825.4 0.0 4,800.0 14,097.7 0.0 872.8 2
FYO05 Actual|1,125,317.0( 3,478.3 950,825.2 5,000.0 128,485.1 0.0 4,800.0 14,995.3 0.0 16,810.6 * 92253
FY06 Actual|1,071,204.9( 7,667.2 880,772.9 5,000.0 143,195.3 0.0 4,800.0 15,466.7 0.0 13,448.5 854.4 3
FYo7 Actual|1,272,854.7| 5,029.1 1,077,455.9 5,000.0 154,818.1 0.0 4,800.0 15,402.7 0.0 9,727.4 621.5 2
FY08 Actual|1,339,278.0 9,606.4 1,141,439.7 5,000.0 152,578.2 0.0 4,800.0 15,405.6 0.0 8,487.1 1,961.1 35
FY09 Actual|1,201,248.3| 5,963.3 1,022,201.6 5,000.0 136,994.7 0.0 4,800.0 15,459.1 0.0 8,487.1 2,342.5 35
FY10 Actual|1,123,885.3| 3,088.4 955,908.7 5,000.0 128,496.0 0.0 4,800.0 15,706.9 0.0 8,487.1 2,398.2 35
FY11  Actual|1,166,271.5|21,124.1 972,379.8 5,000.0 131,214.7 0.0 4,800.0 16,001.7 0.0 8,487.1 7,264.1 356
FY12  Actual|1,216,228.3| 8,738.5 1,027,344.3 5,000.0 138,440.4 0.0 4,800.0 16,069.8 0.0 8,487.1 7,348.3 356
FY13 Projection|1,284,725.8(13,745.8 1,082,530.2 5,000.0 146,162.7 0.0 4,800.0 16,500.0 0.0 8,487.1 7,500.0 356
FY14 Projection|1,357,896.7| 8,233.2 1,151,565.1 5,000.0 155,211.3 0.0 4,800.0 17,000.0 0.0 8,487.1 7,600.0 356

. Social Security Trust.
. Public School Income.
. Multi-State Tax Compact.

. Demonstration Pilot Project
. Hection Consolidation
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. Amount includes one extra quarterly payment.




SALES AND USE TAX

The Idaho sales tax is a 6.0% transaction tax levied on the purchase or use of goods and services by
consumers, where consumers may be either individuals or businesses. Transactions involving
purchases by businesses are included in the sales tax base if the goods or services are consumed by
the purchasing business. Transactions involving purchases of goods or services for resale (including
components or parts used in manufactured goods) are not considered a part of the sales tax base.
The legal incidence of the Idaho sales tax is on the purchaser. Sales taxes are distant relatives of
value-added taxes.

Consumption, as an economic concept, can be divided into consumption of goods and
consumption of services. The purchase of a hotel room is classified as a service, since it is only the
right to use the hotel room for a limited time that it is being purchased. Purchase of a tent is
classified as a good since the buyer becomes the owner of a tangible item. An interesting
characteristic of Idaho's sales tax is that unless specifically exempted, purchase of a tangible good is
a taxable event. On the other hand, the purchase of a service is generally not taxable unless the
service is specifically included in the list of taxable transactions. Three major service categories that
are completely taxable are "Hotels and Other Lodging Places," "Amusement and Recreation
Services," and "Admissions." Two other types of sales defined by Idaho law as taxable are restaurant
meals, which contain both tangible property and service elements, and charges for producing,
processing, printing, or imprinting tangible personal property when the property is supplied by the
consumer of these services.

The tax expenditures granted under the sales tax can be classified in three principal categories:
exemptions based on the use of the good or service, exemptions based on the specific good or
service being purchased, and exemptions based on the individual or entity making the purchase or
sale.

Principal Idaho sales tax expenditures relating to specific uses are:

Production Exemption - EQuipment
Production Exemption - Supplies

Irrigation Equipment and Supplies

Pollution Control Equipment

Broadcast Equipment and Supplies
Publishing Equipment and Supplies
Commercial Aircraft

Railroad Rolling Stock and Remanufacturing
Interstate Trucks

Out-of-State Contracts

Trade-in Value

Sale or Lease of Businesses or Business Assets
Food Stamps/WIC

Motor Vehicles Used Outside of Idaho



Common Carrier Purchases and Out-of-State Sales
Donations of Real Property to Idaho Government
Incidental Sales of Tangible Personal Property

Lodging, Eating, and Drinking Places

School Lunches and Senior Citizen Meals

Drivers Education Automobiles

Ski Lifts and Snowgrooming Equipment

Clean Rooms

Alternative Electricity-Producing Equipment (Sunset 2011)
Research and Development Equipment

Corporate Headquarters Construction (Repealed 2008)
Small Employer Headquarters Construction (2006-2020)
Glider Kit Vehicles

Media Production Projects (Sunsets 2016)

State Tax Anticipation Revenue

Motor Vehicles of Nonresident Students

Personal Property of Military Personnel

Beverage Samples

Principal Idaho sales tax expenditures relating to specific goods and services are:

Goods Not Taxed
Motor Fuels
Heating Materials
Utility Sales
Used Mobile Homes
Vending Machines and Amusement Devices
Prescriptions and Durable Medical Equipment
Funeral Caskets
Containers
Nonprofit Literature
Official Documents
Precious Metal Bullion
Idaho Commemorative Silver Medallions
New Manufactured Homes or Modular Buildings
Telecommunications Equipment
Personal Property Tax on Rentals

Services Not Taxed
Construction
Agricultural and Industrial Services
Transportation Services
Information Services
Repairs
Professional Services
Business Services



Personal Services

Health and Medical Services

Social Services

Educational Services

Lottery Tickets and Pari-Mutuel Betting
Media Measurement Services
Miscellaneous Services

Nonprofit Shooting Range Fees
Gratuities for Meals

Principal Idaho sales tax expenditures relating to specific entities are:

Educational Institution Purchases

Hospital Purchases

Health Entity Purchases

Canal Company Purchases

Forest Protective Association Purchases

Food Bank Purchases

Nonsale Clothier Purchases

Centers for Independent Living

State of Idaho and Local Government Purchases
Ronald McDonald House Rooms

INL Research and Development Purchases
Motor Vehicle Purchases by Family Members
Sales by 4-H and FFA Clubs at Fairs

Sales by Nonretailers (Yard and Occasional Sales)
Sales by Indian Tribes on Reservations

Sales of Meals by Churches to Members

Sales by Outfitters and Guides

Sales Through Vending Machines

Auto Manufacturer Rebates

Incidental Sales by Churches

Federal Excise Tax Imposed at Retail Level
Federal Constitutional Prohibitions

Other Federal and State Statutory Prohibitions
Volunteer Fire Departments and Emergency Medical Service Agencies
Senior Citizens Centers

Blind Services Foundation, Inc.

Advocates for Survivors of Domestic Violence and Sexual Assault
Free Dental Clinics

Museums



2

2.1

2.1.01
2.1.02
2.1.03
2.1.04
2.1.05
2.1.06
2.1.07
2.1.08
2.1.09
2.1.10
2.1.11
2.1.12
2.1.13
2.1.14
2.1.15
2.1.16
2.1.17
2.1.18
2.1.19
2.1.20
2121
2.1.22
2.1.23
2.1.24
2.1.25
2.1.26
2.1.27
2.1.28
2.1.29
2.1.30
2.131
2.1.32

2.2

2.2.01
2.2.02
2.2.03
2.2.04
2.2.05
2.2.06
2.2.07
2.2.08
2.2.09
2.2.10
2211
2212
2.2.13
2214
2.2.15

Idaho’s Tax Structure
Fiscal Summary

Sales Tax Expenditures (Fiscal Year Basis)

Specific Uses Not Taxed

Production Exemption - Equipment
Production Exemption - Supplies

Irrigation Equipment and Supplies

Pollution Control Equipment

Broadcast Equipment and Supplies
Publishing Equipment and Supplies
Commercial Aircraft

Railroad Rolling Stock and Remanufacturing
Interstate Trucks

Out-of-State Contracts

Trade-in Value

Sale or Lease of Businesses or Business Assets
Food Stamps/WIC

Motor Vehicles Used Outside of Idaho
Common Carrier Purchases and Out-of-State Sales
Donations of Real Property to Idaho Government
Incidental Sales of Tangible Personal Property
Lodging, Eating, and Drinking Places

School Lunches and Senior Citizen Meals
Drivers Education Automobiles

Ski Lifts and Snowgrooming Equipment
Clean Rooms

Alternative Electricity-Producing Equipment
Research and Development Equipment
Corporate Headquarters Construction

Small Employer Headquarters Construction
Glider Kit Vehicles

Media Production Projects

State Tax Anticipation Revenue

Motor Vehicles of Nonresident Students
Personal Property of Military Personnel
Beverage Samples

Goods Not Taxed

Motor Fuels

Heating Materials

Utility Sales

Used Mobile Homes

Vending Machines and Amusement Devices
Prescriptions and Durable Medical Equipment
Funeral Caskets

Containers

Nonprofit Literature

Official Documents

Precious Metal Bullion

Idaho Commemorative Silver Medallions

New Manufactured Homes or Modular Buildings
Telecommunications Equipment

Personal Property Tax on Rentals

$ Thousands

FY2010

$56,905
$43,077
$3,731
$8,511
$2,057
$132
$1,890
$2,550
$5,422
$3,429
$23,150
$1,627
$19,145
$12,931

NA

$4
$12

$74
$4,259
$37
$600
$480
$300
$7,200
Repealed
$115
$239
$61
$1,600
$0

NA

$0

$149,259
$4,580
$87,998
$2,760
$0
$40,188
$1,320
$34
$132
$65
$558

$2
$2,213
$1,409
$400

FY2011

$62,985
$47,679
$3,824
$8,388
$2,277
$146
$1,890
$2,550
$5,958
$3,795
$25,437
$1,801
$22,926
$14,208

NA

$4

$12
$79
$4,431
$39
$600
$480
$900
$7,200

Repealed

$115
$262
$64
$2,400
$0

NA

$0

$173,778
$5,047
$90,638
$2,760
$0
$42,392
$1,359
$37
$133
$66
$558

$2
$2,279
$1,549
$400

FY2012

$70,128
$53,087
$3,920
$9,759
$2,536
$163
$1,890
$2,550
$6,390
$4,226
$27,279
$2,006
$24,145
$15,237
NA
$4
$12
$84
$4,701
$40
$600
$480
Sunset
$7,200
Repealed
$115
$281
$67
$2,500
$25
NA
$0

$193,500
$4,802
$93,357
$2,760
$0
$44,602
$1,400
$39
$135
$67
$558

$2
$2,298
$1,704
$400

FY2013

$73,722
$55,808
$4,018
$10,009
$2,665
$171
$2,054
$2,550
$6,744
$4,442
$28,792
$2,108
$24,754
$16,082
NA
$4
$12
$86
$4,883
$42
$600
$480
Sunset
$7,200
Repealed
$115
$297
$69
$2,600
$25
NA
$5

$189,897
$4,757
$96,157
$2,760
$0
$46,282
$1,442
$40
$137
$68
$558

$2
$2,345
$1,875
$400

FY2014

$79,029
$59,825
$4,118
$10,818
$2,857
$183
$2,054
$2,550
$6,993
$4,762
$29,856
$2,260
$25,681
$16,677
NA
$4
$12
$88
$5,051
$42
$600
$480
Sunset
$7,200
Repealed
$115
$308
$72
$2,700
$25
NA
$5

$178,886
$4,834
$99,042
$2,760
$0
$49,513
$1,485
$41
$140
$69
$558

$2
$2,404
$2,062
$400

FY2015

$85,610
$64,807
$4,221
$12,126
$3,095
$198
$2,054
$2,550
$7,453
$5,159
$31,820
$2,448
$26,473
$17,773
NA
$4
$12
$90
$5,184
$42
$600
$480
Sunset
$7,200
Repealed
$115
$328
$75
$2,700
$25
NA
$5

$171,217
$4,805
$102,013
$2,760
$0
$54,675
$1,530
$42

$142

$71
$558

$2
$2,475
$2,268
$400



23

23.01
2.3.02
2.3.03
2.3.04
2.3.05
2.3.06
2.3.07
2.3.08
2.3.09
2.3.10
2311
2312
2313
2314
2315
2.3.16

24

24,01
2.4.02
2.4.03
2.4.04
2.4.05
2.4.06
2.4.07
2.4.08
2.4.09
24.10
2411
2412
24.13
2414
24.15
24.16
2417
24.18
24.19
24.20
2421
24.22
24.23
24.24
24.25
2.4.26
24.27
24.28
24.29

Idaho’s Tax Structure
Fiscal Summary

$ Thousands
FY2010
Services Not Taxed

Construction $101,629
Agricultural and Industrial Services $3,696
Transportation Services $33,277
Information Services $79,146
Repairs $36,350
Professional Services $194,826
Business Senvices $98,673
Personal Senvices $8,945
Health and Medical Senvices $370,510
Social Services $63,292
Educational Services $34,977
Lottery Tickets and Pari-Mutuel Betting $9,523
Media Measurement Services $66
Miscellaneous Services $2,331
Nonprofit Shooting Range Fees $32
Gratuities for Meals $0
Specific Entities Not Taxed
Educational Institution Purchases $9,335
Hospital Purchases $22,610
Health Entity Purchases $373
Canal Company Purchases $987
Forest Protective Association Purchases $43
Food Bank Purchases $267
Nonsale Clothier Purchases $1
Centers for Independent Living $5
State of Idaho and Local Government Purchases $34,004
Ronald McDonald House Rooms $1
INL Research and Development Purchases $4,154
Motor Vehicle Purchases by Family Members $1,517
Sales by 4-H and FFA Clubs at Fairs $28
Sales by Non-Retailers (Yard and Occasional Sales) $3,068
Sales by Indian Tribes on Reservations $4,758
Sales of Meals by Churches to Members $12
Sales by Outfitters and Guides $16
Sales Through Vending Machines $2,220
Auto Manufacturer Rebates $501
Incidental Sales by Churches $768
Federal Excise Tax Imposed at Retail Level NA
Federal Constitutional Prohibitions NA
Other Federal and State Statutory Prohibitions NA
Volunteer Fire Departments and Emergency Medical Service Agencies $172
Senior Citizens Centers $41
Blind Services Foundation, Inc. $7
Advocates for Survivors of Domestic Violence and Sexual Assault $9
Free Dental Clinics $10

Museums

$189

FY2011

$96,969
$3,767
$34,566
$80,080
$37,691
$202,011
$102,312
$9,275
$389,869
$66,599
$36,267
$10,193
$64
$2,417
$33
$100

$10,360
$23,791
$390
$1,006
$44
$279
$1
$5
$33,218
$1
$4,366
$1,667
$28
$3,207
$5,067
$12
$16
$2,315
$550
$803
NA
NA
NA
$180
$43
$7
$9
$10
$198

FY2012

$94,669
$3,808
$36,166
$81,367
$39,037
$209,227
$105,967
$9,607
$405,842
$69,327
$37,563
$10,974
$66
$2,504
$35
$200

$11,169
$24,766
$407
$1,029
$45
$292
$1
$5
$33,767
$1
$4,878
$1,788
$28
$3,349
$5,379
$13
$16
$2,438
$590
$839

NA

NA

NA
$188
$45
$8
$10
$11
$206

FY2013

$95,213
$3,868
$37,133
$82,657
$40,333
$216,175
$109,486
$9,926
$415,649
$71,003
$38,810
$10,576
$68
$2,587
$36

$200

$11,341
$25,364
$421
$1,043
$46
$302
$1
$6
$32,705
$1
$5,138
$1,887
$28
$3,462
$5,524
$13
$16
$2,500
$623
$867
NA
NA
NA
$194
$46
$8
$10
$11
$213

FY2014

$101,362
$3,936
$38,841
$84,130
$42,139
$225,851
$114,387
$10,370
$435,208
$74,344
$40,547
$10,974
$70
$2,703
$37

$200

$11,690
$26,558
$437
$1,056
$46
$313
$1
$6
$32,519
$1
$5,590
$1,957
$28
$3,596
$5,652
$13
$16
$2,593
$646
$901

NA

NA

NA
$202
$48
$8
$10
$12
$222

FY2015

$113,660
$4,012
$40,743
$85,629
$44,237
$237,099
$120,084
$10,886
$466,155
$79,630
$42,566
$11,388
$72
$2,837
$39

$201

$12,032
$28,447
$456
$1,073
$47
$327
$1
$6
$32,515
$1
$6,166
$2,086
$28
$3,753
$5,799
$14
$16
$2,673
$688
$940
NA
NA
NA
$211
$50
$9
$11
$12
$231



SALES AND USE TAX DETAIL

The following sales tax expenditures can be divided into four broad categories: 2.1.01 through
2.1.32 cover sales tax expenditures that are related to the specific uses of goods and services; 2.2.01
through 2.2.15 cover sales tax expenditures that are related to specific goods; 2.3.01 through 2.3.16
cover sales tax expenditures that are related to specific services; and 2.4.01 through 2.4.29 cover
sales tax expenditures that are related to specific entities that receive exemptions on either all or
part of the purchases or sales they make.

The listing for exempt services requires a special note. While a variety of classification systems are
possible, the classification used here follows the structure of the North American Industry
Classification System (NAICS) Manual, Executive Office of the President, Office of Management and
Budget. This classification system was chosen because it is the basis for reporting a considerable
variety of economic data, including that used for estimating the revenue impact associated with the
various services delineated.

The NAICS coding system is based on the primary activity of the establishment being coded. For
example, one of the activities included under the major group heading Personal Care Services is
Barber Shops and Beauty Salons. The primary function of these establishments is the performance
of haircuts and hair styling, both personal services that are presently exempt from sales tax.
However, such establishments will also typically engage in retailing hair care products, transactions
that are taxable. Thus, the receipts of a service establishment (such as a barbershop) can contain
both exempt and taxable components. This is taken into consideration in the estimates of fiscal
impact contained herein.

Another feature of the services classification used in this document relates to the classification of
types of services versus classification of industrial categories. NAICS categories include major
groupings for Repair and Maintenance. This category includes repairs to televisions, stereos,
appliances, tools, watches, jewelry, furniture, and most other tangible property. This group covers
the bulk of all "repair services."

For these reasons, care must be taken in moving from this classification of services (based on NAICS
definitions) and any other classification of services (based on broader conceptual notions, such as
repairs to tangible personal property).

2.1.01 Production Exemption - Equipment Idaho Code 63-3622D; 63-3622J)

Description: This feature of the production exemption exempts equipment used to produce a
taxable product for retail sale. Production activities covered by this exemption are
limited to manufacturing, processing, fabricating, logging, farming, and mining.
The equipment must be primarily and directly used in the production activity to
qualify. Also, the claiming entity must be primarily engaged in a qualifying activity
for its equipment to qualify. The only exception to this is logging, where any
logging equipment qualifies.

Certain specific exclusions from the production exemption exist. They include:
hand tools with a unit purchase price of $100 or less; equipment that is used in



History:

activities other than the actual production activity; equipment used in
transportation, including motor vehicles and aircraft that are required to be
licensed by any state; equipment used to make repairs; any tangible personal
property that is or is intended to become a component of real property;
recreational vehicles; and equipment used to produce exempted gas, electricity,
water, literature, or liquor.

This exemption was originally enacted in 1965 as 63-3622D. In 1987, custom
farmers were added to the exemption by amending 63-3603, definition of farming.
In 1989, 63-3605A was added to include contract loggers in the production
exemption. In 1990, logging was moved to a separate section and expanded to
include persons who are not primarily engaged in logging. It was amended in 1991
in response to the Haener decision (Idaho Supreme Court) by adopting the
integrated plant doctrine, exempting equipment used to fabricate or install
production equipment, and adding safety equipment. Amended in 2006 to
include equipment used to manufacture heating materials. Amended in 2008 to
include equipment used to process certain materials for the production of energy.

2.1.02 Production Exemption - Supplies Idaho Code 63-3622D; 63-3622J)
Description: This feature of the production exemption exempts supplies used in the process of

History:

producing a product for resale. Production activities covered by this exemption are
limited to manufacturing, processing, fabricating, farming, logging, and mining.
The supplies must be primarily and directly used in the production activity to
qualify. Also, the claiming entity must be primarily engaged in a qualifying activity
for its production supplies to qualify. The only exception to this is logging, where
any logging supplies qualify.

Certain specific inclusions to the production exemption for supplies exist. They
include: repair parts, lubricants, hydraulic oil, coolants, chemicals, catalysts, safety
supplies (except for logging), and, in the dairy industry, disinfectants used to clean
cow udders or to clean pipes, vats, or other milking equipment. Fuel used in
logging trucks is also exempt.

Certain specific exclusions from the production exemption for supplies exist. They
include: supplies that are used in activities other than the actual manufacturing,
mining, farming, or logging process; supplies used in transportation activities;
repair supplies, other than parts for production equipment; any tangible personal
property that is or is intended to become a component of real property; and
supplies used to produce exempted gas, electricity, water, literature, or liquor.

This exemption was originally enacted in 1965 as 63-3622(d); custom farmers were
added to the production exemption in 1987 by amending 63-3603, definition of
farming; contract loggers were added in 1989 by adding 63-3605A. In 1990,
logging was moved to a separate section and expanded to allow the exemption to
apply to persons who are not primarily engaged in logging. Amended in 1991 in
response to the Haener decision (Idaho Supreme Court) by adopting the



integrated plant doctrine, exempting supplies used to fabricate or install
production equipment, and adding safety supplies (except for logging). Amended
in 1996 to add all fuel used in logging trucks. Amended in 2006 to add inputs used
to manufacture heating materials. Amended in 2008 to include inputs used to
process certain materials for the production of energy.

2.1.03 Irrigation Equipment and Supplies Idaho Code 63-3622W
Description: Exempts agricultural irrigation equipment and supplies, even if attached to real
property, and even if purchased by a contractor for an agricultural irrigation
project.

History: Originally enacted in 1975 as 63-3622(f).

2.1.04 Pollution Control Equipment Idaho Code 63-3622X
Description: Exempts equipment required by regulatory agencies for air or water pollution
control.

History: Originally enacted in 1977 as 63-3622(e). Amended in 1997 to add certain dry-
cleaning equipment. Amended in 2006 to include liners and reagents mandated
by state or federal governments to meet water quality standards. Amended in
2007 to include personal property that is primarily used for meeting air or water
quality standards that becomes a component, fixture, or improvement to real

property.

2.1.05 Broadcast Equipment and Supplies Idaho Code 63-3622S
Description: Provides an exemption for equipment and supplies used to produce and
broadcast radio and television programs.

History: It was originally enacted in 1975 as 63-3622(w) and was amended in 1987 to add
aircraft to the exclusions from the exemption.

2.1.06 Publishing Equipment and Supplies Idaho Code 63-3622T
Description: Provides an exemption for equipment and supplies used to publish advertising
type newspapers that are sold or given away to the public, as long as the paper
contains at least 10% editorial comment and advertising revenue is the publisher’s
primary source of income.

History: This exemption was originally enacted in 1979 as 63-3622(x). The only amendment
in 1987 to this exemption was to add aircraft to the exclusions from the
exemption.

2.1.07 Commercial Aircraft Idaho Code 63-3622GG
Description: Exempts aircraft purchased for commercial transport of passengers or freight. This
exemption was expanded in 2012 to include parts used in nonresident, private
aircraft.

History: Enacted in 1988. Amended in 1994 to add any aircraft that are for use outside
Idaho. Amended in 2012.



2.1.08 Railroad Rolling Stock and Remanufacturing Idaho Code 63-3622CC; 63-3622DD
Description: Provides an exemption for railroad rolling stock and for parts, equipment, and

History:

supplies used in the process of remanufacturing railroad rolling stock, whether or
not the rolling stock is for resale. Rolling stock must have been used in interstate
commerce at least three months prior to rebuild to qualify.

Enacted in 1986.

2.1.09 Interstate Trucks Idaho Code 63-3622R(c)
Description: Exempts trucks weighing over 26,000 pounds when registered in the international

History:

registration plan, as well as their trailers, when miles accumulated by the fleet
outside of Idaho are minimally 10% of the total fleet miles in any annual registration
period. Failure to meet the mileage requirement in any annual registration period
invalidates the exemption and results in a tax liability based on the fair market value
of the vehicles at the end of the non-conforming period.

Enacted in 19809.

2.1.10 Out-of-State Contracts /daho Code 63-3622B
Description: Exempts goods purchased by contractors to install into real property in nontaxing

History:

states.

Originally enacted in 1965 as 63-3622(b), it was amended in 1993 to extend to
non-ldaho contractors.

2.1.11 Trade-in Value Idaho Code 63-3613(b)2
Description: Excludes from the taxable sales price any amounts allowed for merchandise traded

History:

in on other like goods.

Enacted in 1965. Amended in 1990 to include trade-downs and barters.

2.1.12 Sale or Lease of Businesses or Business Assets Idaho Code 63-3622K(b)(2-5)
Description: Exempts sales of otherwise taxable merchandise, equipment, and supplies in cases

History:

where the entire business operation is undergoing transfer of ownership and the
business itself will continue its operations. It also exempts sales of businesses that
amount to a change in the form of business ownership. It also exempts sales and
leases of capital assets between closely related businesses, but only if the sales tax
has previously been paid on the capital asset.

Originally enacted as 63-3622(l), it was amended in 1967 to add bulk sales and
change in form of doing business by adopting a new definition (Section 63-3612A).
Section 63-3612A was repealed and moved to 63-3622K in 1988, then amended in
1990 to add related business transfers and sales. Amended in 1996 to add leases of
assets among family-owned businesses.



2.1

2.1

2.1

2.1

2.1

2.1

2.1

.13 Food Stamps/WIC Idaho Code 63-3622EE; 63-3622FF

Description: Exempts goods purchased with WIC checks and federal food stamps.

History: Mandated in 1987 by the federal government.

.14 Motor Vehicles Used Outside of Idaho Idaho Code 63-3622R(a)

Description: Exempts vehicles under 26,000 pounds bought in Idaho for use by a nonresident
outside of Idaho. It also applies to trailers. (See 2.1.09 Interstate Trucks for vehicles
over 26,000 pounds and trailers used in interstate commerce.)

History: Originally enacted as 63-3622(q) in 1965, it exempted vehicles sold in Idaho for use
out-of-state. It was amended in 1989 to add the weight limit.

.15 Common Carrier Purchases and Out-of-State Sales Idaho Code 63-3622Q; 63-3622P

Description: Exempts goods delivered to buyers outside Idaho (63-3622Q) and in-state
purchases by common carriers for use outside Idaho if transported out of Idaho
under a bill of lading (63-3622P).

History: Originally enacted as 63-3622(p) and 63-3622(0) in 1965.

.16 Donations of Real Property to Idaho Government I/daho Code 63-3621(m)

Description: Allows an exemption from use tax for goods that are donated to either the State of
Idaho or to a nonprofit listed in 63-36220, where the goods are incorporated into real

property.

History: Enacted in 1991.

.17 Incidental Sales of Tangible Personal Property Idaho Code 63-3609

Description: Exempts goods sold incidentally when selling real property, such as a stove and
refrigerator included with a home.

History: Enacted in 1985.

.18 Lodging, Eating, and Drinking Places Idaho Code 63-3612

Description: Allows these industries an exemption for nondepreciable goods that are
consumed by customers, such as guest hand soap provided in a motel room.

History: Enacted in 1988.

.19 School Lunches and Senior Citizen Meals Idaho Code 63-3622J

Description: Exempts federal meals programs for youth and elderly.

History: School Lunch programs were exempted in 1965 as 63-3622(k). Amended in 1974
to add sales of meals to aging persons under the Older Americans Act Program.



2.1.20 Drivers Education Automobiles Idaho Code 63-3622R(e)
Description: Exempts the value of motor vehicles that are temporarily donated to drivers’
education programs.

History: Enacted in 1995. Designation changed from Idaho Code 63-3622R(d) to Idaho Code
63-3622R(e) in 2006.

2.1.21 Ski Lifts and Snowgrooming Equipment Idaho Code 63-3622Y
Description: Exempts the lifts, snowgroomers, and snowmaking equipment used by the owner
of a ski area.

History: Enacted in 1995.

2.1.22 Clean Rooms Idaho Code 63-3622NN
Description: Exempts any tangible personal property that is used in or becomes a part of a
“clean room” used to manufacture semiconductors. Also includes property that is
used to maintain a clean room.

History: Enacted in 1999. Extended to include clean rooms used for research and
development in 2005.

2.1.23 Alternative Electricity-Producing Equipment Idaho Code 63-3622QQ
Description: Provides a refund of sales tax paid for machinery and equipment used in
alternative types of electricity production. To qualify, the facility must have a
capacity of at least 25 kilowatts. The alternative methods that qualify for this
exemption are fuel cells, low-impact hydro, wind, geothermal, cogeneration, solar,
landfill gases, and biomass.

History: Enacted in 2005 and sunset on July 1,2011.

2.1.24 Research and Development Equipment I/daho Code 63-3622RR
Description: Exempts tangible personal property used in research and development activities.

History: Enacted in 2005.

2.1.25 Corporate Headquarters Construction /daho Code 63-2908

Description: This rebate is contingent on a taxpayer qualifying under the “Idaho Corporate
Headquarters Incentive Act of 2005.” It provides a sales and use tax rebate for all
sales and use taxes paid on property constructed, located, or installed in the
“project site” (as specified in 63-2902) through December 31, 2009. General
qualification criteria are specified in 63-2902, and can be summed up as making an
investment of at least $50 million in new corporate headquarters facilities and
adding at least 500 new jobs that either a) each pay over $50,000 per year, or
b) that average $65,000 per year.

History: Enacted in 2005. Repealed July 1, 2008.



2.1.26 Small Employer Headquarters Construction /daho Code 63-4408
Description: This rebate is contingent on a taxpayer qualifying under the “Idaho Small

Employer Incentive Act of 2005.” It provides a sales and use tax rebate for 25% of
sales and use taxes paid on property constructed, located, or installed in the
“project site” (as specified in 63-4402) from January 1, 2006 through December 31,
2020. General qualification criteria are specified in 63-4402, and can be summed
up as making an investment of at least $500,000 in new facilities and adding at
least ten new jobs paying at least $19.23 per hour. The average wage for each
additional job above the initial ten must be at least $15.50 per hour.

History: Enacted in 2005. Amended in 2006. Average wage calculation amended in 2008.
Amended in 2009 to extend this exemption to 2020.

2.1.27 Glider Kit Vehicles Idaho Code 63-3622R(d)
Description: Glider kit vehicles, as defined in Idaho Code 49-123(f), are exempted from the Idaho
sales tax.

History: Enacted in 2006.

2.1.28 Media Production Projects Idaho Code 63-3622TT
Description: Rebates sales tax paid on certain media projects produced in Idaho.

History: Enacted in 2006. Sunsets on July 1, 2016.

2.1.29 State Tax Anticipation Revenue Idaho Code 63-3641
Description: Rebates sales tax paid to developer for costs of building or improving qualified
freeway exchanges. In order to qualify, the developer must spend at least
$4 million on a retail commercial complex and at least $6 million on a freeway
interchange or interchange improvements. The maximum any developer could be
reimbursed for a given freeway project is $35 million.

History: Enacted in 2007. Amended in 2009 to lower minimum freeway interchange project
size from $8 million to $6 million.

2.1.30 Motor Vehicles of Nonresident Students Idaho Code 63-3621(k)

Description: Exempts a full-time, nonresident post-secondary student’s vehicle from the use
tax.

History: Enacted in 2011.
2.1.31 Personal Property of Military Personnel Idaho Code 63-3621(l)
Description: Exempts personal items, including vehicles, brought into the state by military

personnel temporarily assigned to Idaho and their spouses from the use tax.

History: Enacted in 2011.



2.1.32 Beverage Samples Idaho Code 63-3621(n)
Description: Exempts beverages including, wine and beer, if given as a free tasting to a
potential customer.

History: Enacted in 2012.

2.2.01 Motor Fuels Idaho Code 63-3622C
Description: Exempts motor fuels subject to motor fuels tax; exempts off-road fuels loaded in
Idaho and used outside Idaho.

History: Originally enacted in 1965 as 63-3622(c). Exempted on road use of motor fuels;
amended in 1986 to exempt locomotive fuels unless loaded and burned off in
Idaho.

2.2.02 Heating Materials /daho Code 63-3622G
Description: Exempts wood, coal, gas, and petroleum products used as a source of heat for
either industrial or domestic purposes.

History: Originally enacted in 1965 as 63-3622(g).

2.2.03 Utility Sales Idaho Code 63-3622F
Description: Exempts sales of natural gas, electricity, and water delivered to consumers by
means of wires, pipes, mains, or similar systems.

History: Originally enacted in 1965 as 63-3622(f).

2.2.04 Used Mobile Homes Idaho Code 63-3622R(b)
Description: Exempts sales of used manufactured homes from the sales tax.

History: Original 63-3622(u) amended in 1976 to exempt sales of used manufactured
homes.

2.2.05 Vending Machines and Amusement Devices Idaho Code 63-3622I1
Description: Exempts coin-operated machines that vend a taxable product or service.

History: Enacted in 1990.

2.2.06 Prescriptions and Durable Medical Equipment Idaho Code 63-3622N
Description: Exempts most prescription medical items.

History: This exemption was originally enacted as 63-3622(0) in 1967 to exempt
prescription drugs. It was amended in 1971 to add prescription oxygen and
amended in 1976 to add prosthetics, limbs, wheelchairs, hearing aids, and
crutches. It was amended in 1990 to add durable medical equipment, and
numerous other prescription items. Amended in 1998 to exempt dental prostheses
and other orthodontic appliances, except fillings. Amended in 2008 to include
qualified items prescribed by physician assistants.



2.2.07 Funeral Caskets /daho Code 63-3622U
Description: Exempts goods sold in conjunction with a funeral.

History: Originally enacted in 1977 as 63-3622(y).

2.2.08 Containers Idaho Code 63-3622E
Description: Exempts containers that are part of goods for sale, including returnable containers.

History: Originally enacted in 1965 as 63-3622(e).

2.2.09 Nonprofit Literature Idaho Code 63-3622I
Description: Exempts literature published and sold by 501(c)(3) nonprofit organizations.

History: Originally enacted in 1965 as 63-3622(j), exempting only religious literature.
Amended in 1989 to include literature of all 501(c)(3) nonprofit organizations in
response to the US Supreme Court ruling in Texas Monthly versus Bullock.
Amended in 1999 to include alternative forms, including audio-visual, magnetic,
optical, and other machine-readable media.

2.2.10 Official Documents Idaho Code 63-3622AA
Description: Exempts sales of documents when the fee for the document is set by Idaho Code.

History: Originally enacted in 1984.

2.2.11 Precious Metal Bullion I/daho Code 63-3622V
Description: Exempts sales of precious metal bullion and coins.

History: Originally enacted in 1982 as 63-3622(z).

2.2.12 Idaho Commemorative Silver Medallions Idaho Code 63-3622PP
Description: Exempts sales of Idaho commemorative silver medallions.

History: Originally enacted in 2003.

2.2.13 New Manufactured Homes or Modular Buildings Idaho Code 63-3613(c)
Description: Excludes 45% of the sales price of new manufactured homes and modular
buildings from the taxable sales price.

History: Originally exempted 60% of the sales price of mobile homes when enacted in
1965. It was amended in 1976 to exempt 45% and add modular buildings (which
were previously treated as real property improvements and taxed on materials as
built).



2.2.14 Telecommunications Equipment Idaho Code 63-3613(b)10; 63-3621(a)
Description: Exempts from taxation the amount of discount or price reduction that is offered as
an inducement to commence or continue telecommunications service.

History: Enacted in 1996.

2.2.15 Personal Property Tax on Rentals /daho Code 63-3622UU
Description: Exempts from taxation the amount of property tax included in a rent payment for
tangible personal property. To be eligible the property must initially be leased for
at least a year.

History: Enacted in 2008.

2.3.01 Construction Idaho Code 63-3609
Description: Sales tax is paid on the cost of materials that are used in construction projects, but
the labor component is generally not taxed. Mobile and manufactured homes are
taxed on 55% of the sales price [Idaho Code 63-3613(c)] in order to give them
equivalent treatment.

History: The original language of the sales tax defined a "sale" as any transaction involving
the exchange of tangible personal property for a consideration (/daho Code
63-3612). In the section of the Sales Tax Act defining a retail sale it is stated that "all
persons engaged in constructing, altering, repairing or improving real estate are
consumers of the material used by them; all sales to or use by such persons of
tangible personal property are taxable whether or not such persons intend resale
of the improved property (Idaho Code 63-3609)."

2.3.02 Agricultural and Industrial Services
Description: This category of services includes agricultural soil preparation, planting,
cultivating, and harvesting; farm management; forestry service; and mining
services. NAICS major groups 115 and 213 are included in this category.

History: Originally excluded from definition of sales tax base.

2.3.03 Transportation Services Idaho Code 63-3613(b)7
Description: Most charges for transportation of freight and passengers are exempt from the
sales tax [Idaho Code 63-3613(b)7]. Exceptions (i.e., taxable transportation charges)
include transportation of manufactured homes by the dealer [I[daho Code
63-3613(b)7] and the cost of transportation prior to the sale [/daho Code
63-3613(a)3]. NAICS major groups 481 through 492 are included in this category.

History: Transportation services have generally been exempt since the enactment of sales
tax in 1965. The exclusion for transportation of manufactured homes was added in
1986. Air charter transportation of freight and passengers was made taxable in
1988.



2.3.04 Information Services
Description: Subscriptions or charges for one-way and two-way transmissions of signals
containing information (sound, images, data, etc.) and information services
(internet providers, etc.) are not taxed. This exemption consists mostly of local and
long-distance telephone service and cable television. NAICS major groups 515,
516,517,518, and 519 are included in this category.

History: Communications have been exempt since the enactment of the sales tax in 1965.

2.3.05 Repairs Idaho Code 63-3613(b)4
Description: The labor charges associated with repairing or installing tangible personal
property are generally not taxable as long as they are separately stated on the bill.
NAICS major group 811 is included in this category.

History: Exempt since enactment of the sales tax in 1965.

2.3.06 Professional Services
Description: Legal, accounting, engineering, architectural, consulting, scientific research, and
advertising services fall within this category. NAICS major group 541 is included in
this category.

History: Exempt since enactment of the sales tax in 1965.

2.3.07 Business Services
Description: Office services, employment services, building services, employment agencies,
facility services, and security agencies are some of the major elements of this
category. NAICS major groups 561 and 562 are in this category.

History: Exempt since enactment of the sales tax in 1965.
2.3.08 Personal Services
Description: Laundry and dry cleaning, barbers and beauticians, shoe repair, funeral services,
massage parlors, and escort services are among the elements of the personal
services major group. NAICS major group 812 is this category.

History: Exempt since enactment of the sales tax in 1965.

2.3.09 Health and Medical Services
Description: Doctors, dentists, hospitals, and nursing home services are the principal elements
of this category. NAICS major groups 621 through 623 are in this category.

History: Exempt since enactment of the sales tax in 1965.



2.3.10 Social Services
Description: Adult and child day care, residential care, and adoption services are some of the
principal elements of this category. NAICS major group 624 is this category.

History: Exempt since enactment of the sales tax in 1965.

2.3.11 Educational Services
Description: Private elementary and secondary schools, colleges and universities, libraries,
vocational schools, driving instruction, flight schools, and modeling schools are
among the establishments covered by this category. NAICS major group 611 is this
category.

History: Exempt since enactment of the sales tax in 1965.
2.3.12 Lottery Tickets and Pari-Mutuel Betting /daho Code 67-7439
Description: Exempts the sale and purchase of lottery tickets and pari-mutuel betting from the
sales tax. Also exempts from sales tax any equipment used in lottery operations.
History: Enacted in 1988.
2.3.13 Media Measurement Services Idaho Code 63-3622LL
Description: Exempts the sale and purchase of any television, radio, newspaper, or other media
measurement service.
History: Enacted in 1997.
2.3.14 Miscellaneous Services
Description: This includes all personal service industries not classified elsewhere. Includes pet

care, barber shops, and parking lots and garages. NAICS major group 8129 is in this
category.

History: Exempt since enactment of the sales tax in 1965.
2.3.15 Nonprofit Shooting Range Fees Idaho Code 63-3622SS
Description: Exempts fees and memberships of nonprofit shooting and hunting organizations
from the Idaho sales tax.

History: Enacted in 2006.

2.3.16 Gratuities for Meals Idaho Code 63-3613(f)
Description: Exempts mandatory and voluntary gratuities for meals from the Idaho sales tax.

History: Enacted in 2011.



2.4.01 Educational Institution Purchases Idaho Code 63-36220(1)(a) and 33-5204
Description: Exempts all purchases by nonprofit colleges, universities, and primary and

History:

secondary schools. Excludes from exemption schools that primarily teach business,
dancing, gymnastics, dramatics, music, cosmetology, writing, exercise, and "other
special accomplishments."

This was originally enacted as 63-3622(s) in 1967 and amended in 1990 to add
nonresident schools with Idaho facilities. It was amended in 1993 to add all
nonresident schools not otherwise excluded. In 1999, 33-5204 was added to
explicitly include charter schools to this exemption. Amended in 2008 to include
the Idaho Digital Learning Academy.

2.4.02 Hospital Purchases Idaho Code 63-36220(1)(a)
Description: Exempts all purchases by nonprofit hospitals that are licensed by the state for the

History:

care of ill persons. Excludes from exemption nursing homes or "similar
institutions."

Originally enacted as 63-3622(s) in 1967.

2.4.03 Health Entity Purchases Idaho Code 63-36220(1)(a)
Description: Exempts all purchases by certain specified "health-related entities." The list

History:

consists of: the Idaho Cystic Fibrosis Foundation, Idaho Epilepsy League, Idaho
Lung Association, March of Dimes, American Cancer Society, Mental Health
Association, The ARC, The Children’s Home Society of Idaho, American Heart
Association, Idaho Ronald McDonald House, United Cerebral Palsy, Arthritis
Foundation, Muscular Dystrophy Foundation, National Multiple Sclerosis Society,
Rocky Mountain Kidney Association, American Diabetes Association, Easter Seals,
Idaho Community Action Agencies, Idaho Primary Care Association and its
community health care centers, the Idaho Diabetes Youth Program, the Idaho
Women'’s and Children’s Alliance, and Special Olympics Idaho. It also includes the
local or regional chapters or divisions of these entities.

Amended in 1980 to add first list of health-related entities. Amended several times
to expand the list of eligible entities.

2.4.04 Canal Company Purchases Idaho Code 63-36220(1)(a)
Description: Exempts all purchases by canal companies. Canal companies are defined as

History:

nonprofit corporations whose sole purpose is operating and maintaining dams,
reservoirs, canals, lateral and drainage ditches, pumps, and pumping plants.

Originally enacted in 1967 as 63-3622(s).

2.4.05 Forest Protective Association Purchases Idaho Code 63-36220(1)(a)
Description: Exempts all purchases by forest protective associations. Forest protective

associations are associations that detect, prevent, and suppress forest or range



fires. They include only those associations that contract with the State of Idaho
pursuant to Chapter 1, Title 38, Idaho Code.

History: Enacted in 1979.

2.4.06 Food Bank Purchases Idaho Code 63-36220(1)(b, c)

Description: Exempts all purchases by food banks or soup kitchens. Includes the Idaho Food
Bank Warehouse, Inc. by specific reference, and also includes any other nonprofit
corporation or association "one of whose" primary purposes is the furnishing of
food or food products to others without charge.

History: Enacted in 1991.

2.4.07 Nonsale Clothier Purchases Idaho Code 63-36220(1)(d)
Description: Exempts donations or sales of clothes to nonsale clothiers. Nonsale clothiers are
defined as any nonprofit corporation or association "one of whose" primary
purposes is the furnishing of clothes to others without charge.

History: Enacted in 1992.

2.4.08 Centers for Independent Living Idaho Code 63-36220(1)(e)
Description: Exempts sales to or purchases by centers for independent living. Centers for
independent living are defined as private, nonprofit, nonresidential organizations
where at least 51% of the governing boards are individuals with disabilities.

History: Enacted in 1997.

2.4.09 State of Idaho and Local Government Purchases Idaho Code 63-36220(1)(f)
Description: Exempts Idaho governmental agencies from paying sales tax on purchases.

History: Enacted in 1997; exemption was done by Tax Commission regulation from
enactment of the sales tax to 1997.

2.4.10 Ronald McDonald House Rooms Idaho Code 63-36220(5)
Description: This exempts the renting of a place to sleep by the Ronald McDonald House.

History: Enacted in 1997.

2.4.11 INL Research and Development Purchases Idaho Code 63-3622BB
Description: Exempts goods used for research and development at the Idaho National
Laboratory (INL).

History: It was originally enacted in 1967 and exempted all federal research and
development and nuclear fuel reprocessing under 63-3615. It was amended in
1969 to limit to INL only. It was recodified in 1985 as 63-3622BB and removed
nuclear fuel reprocessing from the exemption.



2.4.12 Motor Vehicle Purchases by Family Members Idaho Code 63-3622K(c)
Description: Exempts sales of motor vehicles between family members related within the
second degree of consanguinity.

History: Section 63-3612A was amended in 1980 to add the sale of motor vehicles to family
members. It was repealed and moved to 63-3622K in 1988.

2.4.13 Sales by 4-H and FFA Clubs at Fairs Idaho Code 63-3622K(b)7
Description: Exempts sales of animals by any 4-H club or FFA club held in conjunction with a
fair or the Western Idaho Spring Lamb Sale.

History: Enacted in 1979 by amending 63-3612A. Moved to 63-3622K in 1988.

2.4.14 Sales by Nonretailers (Yard and Occasional Sales) /daho Code 63-3622K(b)(1,6,8)
Description: Exempts sales of items by individuals who are not retailers and who are not
behaving as a retailer. Covers transactions such as occasional yard sales, occasional
classified ad sales, etc. Motor vehicle sales are specifically excluded from this
exemption.

History: Originally enacted as 63-3622(l) in 1965. Yard sales added as 63-3622H in 1984 and
moved to 63-3622K(b)(8) in 1997.

2.4.15 Sales by Indian Tribes on Reservations Idaho Code 63-3622Z
Description: Exempts sales by Indian Tribal Enterprises from sales and use tax. This exemption
allows a tribal enterprise to make sales to both Indians and non-Indians without
collecting sales tax. Further, it provides that no use tax applies to the purchase if a
non-Indian removes the goods from the reservation.

History: Originally enacted as 63-3622(aa) in 1984; exempted sales of tangible personal
property by tribes within reservation boundaries; amended in 1987 to include
sales of services and to define reservation.

2.4.16 Sales of Meals by Churches to Members Idaho Code 63-3622)
Description: Exempts meals sold at church functions to members of the congregation.

History: Originally enacted as 63-3622(k) in 1965.

2.4.17 Sales by Outfitters and Guides Idaho Code 63-3613(b)9
Description: Allows outfitters to exclude from the taxable amount charged to their customers
the federal fees imposed on outfitters for the right to use recreational sites.

History: Enacted in 1990. Amended in 1994 to eliminate the provision that the federal fees
must be for the purpose of managing the land or water upon which the outfitting
occurs.



2.4.18 Sales Through Vending Machines Idaho Code 63-3613(e)
Description: Allows retailers selling products through vending machines for $1.00 or less to pay
tax on 117% of their acquisition cost of the products rather than on the retail sales
price.

History: Enacted in 1977.

2.4.19 Auto Manufacturer Rebates Idaho Code 63-3613(b)8
Description: Allows dealers to deduct the amount of a rebate given to the buyer, by the motor
vehicle manufacturer, from the taxable sales price of the vehicle.

History: Enacted in 1990.

2.4.20 Incidental Sales by Churches Idaho Code 63-3622KK
Description: Exempts sales by churches that do not regularly compete with private enterprise.

History: Enacted in 1990.

2.4.21 Federal Excise Tax Imposed at Retail Level /daho Code 63-3613(b)5
Description: Excludes retail level federal excise taxes from the taxable sales price.

History: Originally enacted in 1965.

2.4.22 Federal Constitutional Prohibitions Idaho Code 63-3622A
Description: State cannot tax goods when prohibited by the US Constitution.

History: Originally enacted in 1965 as 63-3622(a).

2.4.23 Other Federal and State Statutory Prohibitions
Description: Exemptions granted from state sales tax by other state statutes and by federal

statutes, such as the American Red Cross, Amtrak, Credit Unions, Emergency 911,
Federal Intermediate Credit Banks, Federal Land Banks, Foreign Diplomats, Idaho
Health Facility Authority, Idaho Housing Authority, Idaho Life and Health Insurance
Guaranty Association, Idaho Onion Commission, Idaho Potato Commission, Idaho
Turnpike Authority, Idaho Wheat Commission, Junior College Dormitory Housing
Authority, Production Credit Association, Regional Airport Authority, aircraft
flights, and navigable water-based transportation.

History: Varies by statute.
2.4.24 Volunteer Fire Departments and Emergency Medical Service Agencies Idaho Code
63-36220(1)(g)

Description: Exempts purchases by volunteer fire departments and medical service agencies.

History: Enacted in 2002.



2.4.25 Senior Citizens Centers Idaho Code 63-36220(1)(h)
Description: Exempts purchases by senior citizen centers.

History: Enacted in 2002.

2.4.26 Blind Services Foundation, Inc. Idaho Code 63-36220(1)(i)
Description: Exempts purchases by Blind Services Foundation, Inc.

History: Enacted in 2004.

2.4.27 Advocates for Survivors of Domestic Violence and Sexual Assault /daho Code
63-36220(1)(j)
Description: Exempts purchases by Advocates for Survivors of Domestic Violence and Sexual
Assault.

History: Enacted in 2006

2.4.28 Free Dental Clinics Idaho Code 63-36220(1)(k)
Description: Exempts purchases by dental clinics providing free dental services to children.

History: Enacted in 2006

2.4.29 Museums Idaho Code 63-36220(1)(l)
Description: Exempts purchases by and admissions to nonprofit museums.

History: Enacted in 2006
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GENERAL FUND REVENUE

($ MILLION)
ACTUAL
SOURCE FY1996 FY1997 FY1998 FY1999 FY2000 FY2001 FY2002 FY2003 FY2004 FY2005
INDIVIDUAL INCOME TAX $650.85 $704.82 $776.19 $841.87 $960.16 $1,023.97 $835.85 $837.80 $902.13 $1,035.54
% CHANGE 9.1% 8.3% 10.1% 8.5% 14.1% 6.6% -18.4% 0.2% 7.7% 14.8%
CORPORATE INCOME TAX $151.98 $12236 $117.29 $95.44 $124.87 $141.53 $76.30 $93.13 $103.02 $139.56
% CHANGE 15.5% -19.5% -4.1% -18.6% 30.8% 13.3% -46.1% 22.1% 10.6% 35.5%
SALES TAX $463.00 $476.73 $496.81 $588.80 $627.50 $647.29 $657.12 $700.24  $886.08  $950.83
% CHANGE -3.9% 3.0% 4.2% 18.5% 6.6% 3.2% 1.5% 6.6% 26.5% 7.3%
CIGARETTE TAX $7.48 $7.49 $7.48 $7.23 $7.30 $7.98 $8.00 $8.26 $30.04 $7.81
TOBACCO PRODUCTS $0.00 $0.00 $0.00 $0.00 $0.00 $4.06 $4.31 $4.67 $5.49 $5.75
BEER TAX $1.62 $1.63 $1.62 $1.68 $1.75 $1.82 $1.88 $1.91 $1.96 $1.95
WINE TAX $1.52 $1.66 $1.80 $1.90 $1.96 $1.90 $1.88 $1.97 $2.14 $233
LIQUOR SURCHARGE 5495 $4.95 $4.95 $4.95 5495 5495 $4.95 $4.95 $4.95 $4.95
PRODUCT TAXES $15.57 $15.73 $15.84 $15.76 $15.96 $20.70 $21.02 $21.75 $44.57 $22.79
% CHANGE 3.9% 1.0% 0.7% -0.5% 1.2% 29.7% 1.5% 3.5% 104.9% -48.9%
KILOWATT-HOUR TAX $2.89 $2.97 $3.24 $2.89 $2.77 $1.80 $1.79 $1.80 $1.83 $1.53
MINE LICENSE TAX $0.80 $0.66 $0.96 $1.98 ($0.66) $0.12 $0.82 $0.04 $0.07 $0.03
INTEREST EARNINGS $18.54 $18.24 $17.93 $18.69 $21.56 $22.30 $11.33 $2.98 $4.97 $8.92
COURT FEES AND FINES $4.24 $4.71 $5.02 $5.13 $5.31 $5.49 $5.19 $5.29 $4.98 $4.66
INSURANCE PREMIUM TAX $36.13 $40.26 $42.85 $45.47 $46.43 $55.88 $55.37 $59.49 $62.77 $60.85
ALCOHOLICBEVERAGE LICENSES $1.05 $1.14 $1.15 $1.16 $1.30 $1.22 $1.36 $1.39 $1.61 $1.64
UCCFILINGS $0.94 $0.03 $0.03 $0.01 $0.02 $2.01 $2.03 $2.14 $2.39 $2.69
UNCLAIMED PROPERTY $1.39 $0.83 $1.17 $1.59 $231 $5.81 $0.88 $3.76 $3.69 $9.83
LANDS $0.24 $0.24 $0.27 $0.32 $0.70 $0.34 $0.35 $0.36 $0.33 $0.53
ONE-TIME TRANSFERS $0.15 $0.00 $0.00 $0.43 $4.42 $11.19 $7.11 $5.46 $51.40 $0.86
ESTATE TAX $0.00 $0.00 $0.00 $0.00 $0.00 $35.81 $7.59 $13.65 $443 $3.30
OTHER DEPTS & TRANSFERS $3.18 $3.14 $340 $491 5831 $9.18 $16.31 $14.67 $22.84 $24.14
MISC. REVENUE $69.55 $72.23 $76.01 $82.57 $92.46 $151.15  $110.14  $111.02 $161.31  $118.98
% CHANGE 9.6% 3.9% 5.2% 8.6% 12.0% 63.5% -27.1% 0.8% 45.3% -26.2%
TOTAL GENERAL FUND* $1,350.94 $1,391.86 $1,482.14 $1,624.43 $1,820.96 $1,984.64 $1,700.43 $1,763.95 $2,097.10 $2,267.69
% CHANGE 4.8% 3.0% 6.5% 9.6% 12.1% 9.0% -14.3% 3.7% 18.9% 8.1%

* Totals may not add due to rounding.



GENERAL FUND REVENUE

(S MILLION)
ACTUAL FORECAST
SOURCE FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY2012 | FY2013 FY 2014
INDIVIDUAL INCOME TAX $1,216.49 $1,400.16 $1,429.74 $1,167.89 $1,061.88 $1,152.65 $1,206.41 | $1,243.45 $1,313.41
% CHANGE 17.5% 15.1% 2.1% -183% 9.1% 8.5% 4.7% 3.1% 5.6%
CORPORATE INCOME TAX $194.13 $190.22 $189.28 $141.03 $97.02 $168.95 $187.01 | $183.80 $194.06
% CHANGE 39.1% -2.0% -0.5% -25.5% -31.2% 74.1% 10.7% -1.7% 5.6%
SALES TAX $880.77 $1,077.46 $1,141.44  $1,022.20 $955.91 $972.38  $1,027.34 | $1,082.53 $1,151.57
% CHANGE -74% 223% 5.9% -10.4% -6.5% 1.7% 5.7% 5.4% 6.4%
CIGARETTE TAX $7.98 $1.00 $6.54 $7.77 $16.90 $14.40 $11.61 $13.08 $4.58
TOBACCO PRODUCTS $6.16 $6.55 $7.20 $7.36 $7.82 $8.48 $8.93 $9.14 $9.24
BEER TAX $1.99 $2.13 $2.15 $2.04 $2.07 $1.97 $1.94 $1.90 $1.95
WINE TAX $243 $248 $2.58 $3.28 $3.00 $3.21 $3.45 $3.71 $3.83
LIQUOR SURCHARGE $4.95 $10.24 $8.38 $9.29 $11.39 $14.76 $17.25 $20.93 $21.76
PRODUCT TAXES $23.50 $22.41 $26.84 $29.74 $41.18 $42.82 $43.18 $48.76 $41.35
% CHANGE 3.1% -4.6% 19.8% 10.8% 38.5% 4.0% 0.8% 12.9% -15.2%
KILOWATT-HOUR TAX $2.29 $2.26 $1.60 $2.02 $2.14 $243 $2.98 $2.80 $2.60
MINE LICENSE TAX $0.27 $2.35 $2.52 $0.94 $1.80 $1.54 $2.02 $2.00 $2.20
INTEREST EARNINGS $18.12 $17.17 $11.37 $0.76 ($1.32) ($0.43) ($0.60) ($0.48) $0.78
COURT FEES AND FINES $4.79 $5.04 $5.33 $5.35 $5.38 $5.12 $4.85 $4.73 $4.81
INSURANCE PREMIUM TAX $60.38 $59.78 $56.34 $55.48 $53.63 $54.12 $56.58 $52.86 $53.14
ALCOHOLIC BEVERAGE LICENSES $1.72 $1.81 $1.92 $1.61 $1.47 $1.52 $1.56 $0.00 $0.00
UCCFILINGS $3.02 $3.00 $2.82 $242 $2.42 $2.41 $243 $2.40 $2.44
UNCLAIMED PROPERTY $1.99 $3.31 $5.63 $1.78 $8.22 $4.51 $8.89 $5.00 $5.50
LANDS $0.33 $0.47 $0.69 $0.98 $0.65 $0.62 $1.04 $0.75 $0.75
ONE-TIME TRANSFERS $0.54 $1.54 $2.24 $143 $1.54 $4.88 $16.16 $0.01 $0.00
ESTATE TAX $1.11 $0.12 $0.03 $0.24 ($0.17) $0.52 ($0.02) $0.00 $0.00
OTHER DEPTS & TRANSFERS $21.89 $25.40 $30.18 $31.70 $32.71 $3043 $27.89 $29.36 $26.50
MISC. REVENUE $116.43 $122.25 $120.67 $104.71 $108.47 $107.68 $123.77 $99.43 $98.72
% CHANGE -2.1% 5.0% -1.3% -13.2% 3.6% -0.7% 14.9% -19.7% -0.7%
TOTAL GENERAL FUND* $2,431.31  $2,812.49 $2,907.98 $2,465.57 $2,264.46 $2,444.47 $2,587.71 | $2,657.97 $2,799.11
% CHANGE 7.2% 15.7% 34% -15.2% -8.2% 7.9% 5.9% 2.7% 5.3%

* Totals may not add due to rounding.



INTRODUCTION

This report is a comprehensive guide to the structure of Idaho’s primary General Fund revenue
sources. It provides a detailed examination of the various departures from the broadly defined base of
the income and sales taxes. These two taxes supply well over 90% of the revenue that goes to the
General Fund.

The everyday vernacular refers to these departures from the tax base as tax breaks. An analogous
term used by fiscal analysts is tax expenditures. The most common forms they take in the
codification of taxes are exemptions, credits, exclusions, and deductions. The end result is always
the same: a tax that is defined on the basis of a broad economic concept (income, consumption,
wealth, etc.) is not applied uniformly against the broad base of the tax.

The following pages provide both an inventory and an explanation of Idaho's sales and income tax
expenditures. The goal is to facilitate greater understanding of these important elements of Idaho's
overall fiscal structure. It is not an attempt to judge the merits of any particular tax expenditure.

The definition of a tax expenditure (for the purpose of this report) is any provision of Idaho law
that excludes some portion of the tax base on a selective basis. Two illustrative examples are the
sales tax exemption for prescription drugs and the income tax exclusion for interest earned on
certain government-issued securities. In the first case a specific type of consumption (prescription
drugs) is excused from the sales and use tax. In the second case a specific source of income (interest
from government-issued securities) is excused from the income tax.

Limiting the definition of tax expenditures to Idaho tax provisions is arbitrary and is primarily done
to limit the scope of this publication. Indeed, many federal income tax provisions have the effect of
granting large tax expenditures within Idaho. The mortgage interest deduction is a good example.
Although nothing technically prevents Idaho from treating mortgage interest different than the
federal tax law, the practical ramifications prevent Idaho from making large deviations from federal
tax law. Consequently, this report ignores tax expenditures that originate in federal tax law. It does,
however, look at Idaho departures from the federal tax structure and treats them as Idaho-specific
tax expenditures.

Some apparent tax breaks are not really tax expenditures, because their impacts lie outside of the
basic definition of the tax base. The sales tax "exemption" for goods purchased for resale is one such
case. This is because the sales tax is intended to apply to retail sales, and the “exemption” for goods
purchased for resale is the statutory mechanism used to differentiate between retail and wholesale
trade. The income tax rate brackets are another example of a tax policy that impacts the amount of
revenue produced from the fundamental tax base, but are not considered a selective “exemption”
for purposes of this report. That's because all income that falls into a particular bracket is taxed at
that bracket’s rate, regardless of the overall income (or any other characteristic) of the taxpayer.

This report includes estimates of the costs of the tax expenditures. This is an estimate of how much
tax payment is being avoided by the beneficiaries of the tax expenditure. It is not an estimate of the



revenue that would be raised by eliminating the tax expenditure. Several additional factors need to
be considered when producing a revenue estimate associated with any particular tax law change.

In many cases, especially those involving substantial structural changes, tax law changes could
reasonably be expected to change the economic behavior of taxpayers. The fiscal estimates
included in this report are based on current economic behavior, meaning they reflect an
environment that includes the effect of the tax expenditure. It should be noted that in many cases
even the fiscal estimates based on the actual tax structure are difficult to produce. Attempting to
factor in behavioral adjustments can add a substantial amount of complexity and/or uncertainty to
the fiscal analysis.

Another factor that is not reflected in these fiscal estimates is the amount of tax gap. The tax gap is
the difference between the theoretical amount of revenue associated with eliminating a particular
tax expenditure and the actual revenue that would be realized. The probable size of the “tax gap” is
impacted by a number of variables, including the manner in which a tax exemption is removed and
the amount of resources that are allocated to compliance and collection efforts. Clearly these are
variables that are “unknowable” prior to any specific proposal for law changes.

Tax expenditures are placed in the law for a variety of reasons. The primary reasons are to
encourage a particular behavior on the part of taxpayers, to provide fiscal relief to particular
taxpayers, or to simplify the administration of the tax laws.

In many cases, tax expenditures have an alternative, appropriation-based method for
accomplishing the policy objective behind the tax expenditure. Often, the appropriation-based
alternative will have significant differences (relative to the tax expenditure) in terms of overhead
cost and public policy ramifications.

Overhead cost comparisons associated with tax expenditures versus appropriations depend on the
specific circumstances of the particular tax expenditure/appropriation alternative being considered,
and the “value” of both can be difficult to examine.

This is particularly the case with sales and income tax expenditures that are made in the context of
confidential tax returns. This means that the beneficiaries are only known to the tax authorities. The
privacy of sales and income tax information is protected under felony penalty provisions. The
confidentiality associated with tax expenditures seriously inhibits close scrutiny and makes it
difficult or impossible to establish the "value" (as opposed to the cost) of the tax expenditure.

Tax expenditures "cost" the public in the form of lost revenue that could otherwise be used to fund
appropriations or reduce tax rates. However, the estimates of the amount of lost revenue contained
in this report do not take into consideration the overhead that would be needed to collect the lost
revenue. That overhead can vary from very large, as in the case of tax expenditures that are for the
purpose of simplifying tax administration, to negative, as in the case of tax expenditures that
increase the administrative costs associated with the particular tax.
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