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Tuesday, January 17, 2023
3:00 P.M.
Room WW53

Chairman Ricks, Vice Chairman Schroeder, Senators Grow, Cook, Adams, Bernt,
Trakel, Rabe, and Just

None

The sign-in sheet, testimonies and other related materials will be retained with
the minutes in the committee's office until the end of the session and will then be
located on file with the minutes in the Legislative Services Library.

Chairman Ricks called the meeting of the Senate Local Government and Taxation
Committee (Committee) to order at 3 p.m.

Chairman Ricks invited each member of the Committee to introduce himself or
herself.

Chairman Ricks stated that he would next like to have a discussion regarding the
administrative rules review process and some possible changes coming and to
address a few concerns regarding the pending rules of the ldaho Tax Commission
(Commission).

Senator Grow informed the Committee that there was a discussion about whether
to change the current rules review process to require both the Senate and House to
approve an agency's rules. Currently, only one body must approve the rules. For

that reason, he recommended postponing the rules review until later in the session.

Senator Rabe asked Senator Grow to further explain the reason for postponing
the rules review. Senator Grow clarified that Representative Monks, House
Revenue and Taxation Committee Chairman was slowing down the process of
administrative rules review. He expressed a desire to work with Chairman Monks
and be consistent in rules review.

Senator Just asked what was the effect of one house failing to approve the
rules. Chairman Ricks responded that if one house approved the rules, they are
approved, even if the other house rejected the rule. He noted that there was a
discussion about requiring both houses to approve pending rules before they
would take effect.

Vice Chairman Schroeder inquired whether tax preparers were waiting for the
administrative rules to be approved before they could prepare 2022 income tax
returns. Cynthia Adrian, Tax Research Specialist with the Idaho Tax Commission
(Commission), responded that there was no reason for the administrative rules to
be approved quickly. She explained that the current rules would remain in place.

Chairman Ricks noted that there were a number of examples in the current rules
that would be moved to the Commission"s website with links included in the rules.
He asked Ms. Adrian whether by approving the pending rules, the Committee was
approving the examples in the links. In addition, could those links be changed by

the Tax Commission at will? Ms. Adrian responded that by approving the pending



PRESENTATION:

ADJOURNED:

rules, the links would also be approved. She further explained that those examples
were for guidance and would go through a rules committee which would seek
input from stakeholders before any change occurred. Chairman Ricks inquired
whether examples changed on the Commission's website after the rules were
approved would be deemed approved by the legislature. Ms. Adrian answered
that the examples subsequently changed on their website would not be deemed as
having been approved by the legislature.

Senator Grow shared that tax professionals were concerned about removing the
examples from the rules without review by this Committee.

Chairman Ricks asked Josh Scholer, Bureau Chief for the Regulatory and
Legislative Affairs Division of the Division of Financial Management, to respond to
some of the concerns expressed during this discussion. Mr. Scholer stated that
neither he nor the Division of Financial Management had an opinion regarding the
postponement of the rules review, but noted that historically the review had been
early in the legislative session. Mr. Scholer further stated that he felt that the
examples did not belong in the rules since they did not provide a gap filler to statute
which is the normal purpose of a rule. He also expressed a concern about requiring
a change in examples in the rules every time the tax laws changed. He also stated
that the examples were more accessible to people online. Finally, Mr. Scholer
explained that it was the opinion of his office that the rules and examples do not
have the full force and effect of law. A statute would trump a rule or example.

Senator Cook inquired about any legal effect of a CPA following an example. Tom
Shaner, Tax Research Manager with the Commission, explained that statutes took
precedence over rules. He further noted that the Commission could not come up
with of an example being critical in a tax appeal.

Senator Rabe asked about the effect of legislation being passed prior to approval of
a rule, thereby making the rule outdated. Mr. Shaner explained that the legislature
had the authority to edit a rule by deletion, but would not have the authority to add
new language. Typically, the rules would be amended and submitted for approval
during the next legislative session.

Chairman Ricks concluded the discussion and stated that the Committee would
pause the rules review.

Chairman Ricks asked the Committee's page, Josiah Knapp, to introduce himself
to the Committee. Mr. Knapp shared that he was from Hagerman and he hoped to
pursue a degree in Agricultural Communications from the University of ldaho and
thereafter pursue a law degree and practice agricultural and natural resources
law. Chairman Ricks thanked him for his service and his engagement in civic
and state government.

There being no further business, Chairman Ricks adjourned the meeting of the
Committee at 3:42 p.m.

Senator Ricks
Chair

Meg Lawless
Secretary
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Chairman Ricks called the meeting of the Senate Local Government and Taxation
Committee (Committee) to order at 3:00 p.m.

Senator Grow moved to approve the minutes of January 17, 2023. Senator Bernt
seconded the motion. The motion passed by voice vote.

Chairman Ricks passed the gavel to Vice Chairman Schroeder.

Cynthia Adrian, Tax Research Specialist with the Idaho Tax Commission
(Commission), presented the docket. Ms. Adrian stated that these rules had
been reviewed in accordance with Governor Little's Zero Based Regulation (ZBR)
guidelines. She explained that some of the changes were global and applied to
all executive agencies. Other changes removed rules that were also in statute.
Finally, some examples that were viewed as guidance were moved from the rules
and put on the Commission's website.

Vice Chairman Schroeder asked Ms. Adrian to provide a high level view of the
proposed changes. Ms. Adrian cited an example where the proposed rules deleted
a rule that was duplicative of statute. The definition of "employee" was deleted
because Idaho Code § 63-3018 contained that definition.

Senator Cook asked whether there was any legal defense for a tax preparer or
taxpayer who relied on the examples. Ms. Adrian replied that the Commission's
Deputy Attorney General stated that it would be a possible legal defense, however,
he was not aware of any instances where the defense had been raised. In addition,
the Deputy Attorney General did not think that issue would set up the Commission
for a lawsuit.

Senator Bernt asked whether any concerns regarding removal of examples were

expressed during the negotiated rule-making process. Ms. Adrian responded that
there were, but she believed those individuals who had concerns worked with the

Governor's office and developed a solution to put links in the rules to the examples
on the Commission's website.

Senator Rabe asked whether removal of the examples from the rules constituted a
substantive change. Ms. Adrian confirmed that there were no substantive changes.

Tom Shaner, Tax Research Manager for the Commission, clarified that the
proposed addition to the rules of section 35.01.01.256 relating to non-resident and
part-year resident individuals was the result of a ruling of the Commission.
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Chairman Ricks expressed a concern regarding lack of oversight by the Committee
if the examples were removed from the rules. Mr. Shaner explained that in past
years the Commission did non-negotiated rulemaking to add tax tables and other
information already included in statute. They received comments at public hearings,
but there was no way for the Commission to address concerns without amending
the statute. Removing tax tables and such from the rules was to avoid this process.

John Eaton, Vice President of the Idaho Association of Commerce and Industry
(IACI), spoke opposing the proposed rules. He cited concerns by IACI after a
review by an attorney at Lamb West which were cited in a letter to the Commission,
Attachment 1. They felt that many of the proposed changes removing examples
and cross-referencing were not user friendly to tax preparers and taxpayers. The
Association asked the Committee to reject the proposed rules in this docket.

John Legarreeta, President of the Associated Taxpayers of Idaho also spoke in
opposition to the proposed rules. They were representative of taxpayers, chief
financial officers and others. He expressed concern regarding the removal of
examples and cross-referencing to statute. Removing examples made it more
difficult for tax preparers and taxpayers to track changes in guidance.

Vice Chairman Schroeder questioned whether the removal from the rules of
section 35.01.01.190 relating to medical savings accounts was an example of
removal of guidance and whether that guidance was in statute. Mr. Legarreeta
replied that would potentially be an example. Ms. Adrian clarified that section
of rules was in statute.

Senator Rabe asked Ms. Adrian whether removing examples was a standard
practice under ZBR. Ms. Adrian affirmed that, in consultation with the Governor's
office and the Division of Financial Management (DFM), it was standard practice
among the executive agencies. She further stated that most tax preparers and
taxpayers sought guidance on the Commission's website rather than in rules.

Josh Scholer, Bureau Chief for the Division of Regulatory and Legislative Affairs
at DFM, testified that when rules were removed it was with the intent to make
the information more accessible and getting rid of rules that were superfluous or
unnecessary.

Senator Grow noted that concerns about removing examples from the rules had
been expressed by a number of tax professionals. He expressed concern about the
legislature losing oversight if examples were removed from the rules.

Senator Grow moved that the Committee reject the changes in these rules,
specifically sections 1-299 and 700-999. Senator Cook seconded the motion.

Chairman Ricks, Senators Bernt, Cook, and Just each stated that they would
support the motion.

Senator Grow, in order to clarify the motion, offered a substitute motion to reject
Docket No. 35-0101-2201. Senator Cook seconded the motion.

Vice Chairman Schroeder expressed his legal opinion that a statement by a party
opponent was just as useful whether the example resided in rules or on a website.
He further expressed a concern about lack of accountability if the examples that
provided guidance were removed.

The motion to reject Docket No. 35-0101-2201 passed by voice vote.

Vice Chairman Schroeder passed the gavel back to Chairman Ricks.

There being no further business at this time, Chairman Ricks adjourned the
meeting of the Committee at 3:50 p.m.

SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE
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Via email: kimberlee.stratton@tax.idaho.gov
) Emplovers Advocating Economic Opportunity in Idaho
Kimberlee Stratton it 4 g 4

Administrative Rules Coordinator
ldaho State Tax Commission

Re: Income Tax: Docket 35.01.01

Dear Ms. Stratton:

Idaho Association of Commerce & Industry (“IACI") appreciates the opportunity to provide
further comments on the Tax Commission’s negotiated rulemaking regarding Zero-Based
Rulemaking for Income Taxes, Docket 35.01.01.

These comments are specific to the Zero-based rulemaking in Sections 001-299 and 700-999.

As a general comment IACI members believe definitions and examples should remain in the
rule. This belief remains even when a definition is defined elsewhere in statute or federal code.
In the case of complicated income tax rules, removing definitions that can be found elsewhere /
actually makes the rule more difficult for Idaho businesses and citizens to comply with. (
Likewise, there are very good reasons for the examples to be codified in the rule to protect
taxpayers and make the rules easier to comply with.

Generally, we have categorized our comments into two areas:

o Category A: Change does not necessarily impact application of statute; however
content is helpful to taxpayer (references to related sections of rules, clearer
communication, etc.).

e Category B: Disagree with change because impacts interpretation/application of
statute. (Includes all examples).

An example of a Category A item is as follows: Some of the proposed rule’s changes could
cause increased confusion for taxpayers, best illustrated by Rule 105, at pdf page 15. The intro
to the section says “the following” shall be added back in computing ldaho taxable

income. Then, of the list of six items that are to be added back pursuant to the statute, four
have been stricken. Without going back to the statute to compare to the new rule, one would
think there are only two things to be added back, not six.

Obviously, this type of change makes it more difficult for the taxpayer to comply with the law,
which does not seem to be the intent of the rulemaking. To the extent that this type of change
occurs within the proposed rule IACI would ask that the original language be retained for the
sake of clarity.

Additional comments for both Category A and B items are outlined below. We have also noted
some open questions that may need further discussion.

Idaho Association of Commerce & Industry
816 W. Bannock St, Suite 5B | P. O. Box 389 | Boise, ID 83701
(208) 343-1849 | www.iaci.org



Sections 000-129

Idaho Rules Page 13, Section 010.02
Keep this content, as it is helpful to the taxpayer.

Idaho Rules Page 13, Section 010.03
Keep this content, as it is helpful to the taxpayer.

Idaho Rules Page 14, Section 016.05.a-f
Keep examples, as they impact interpretation and ability to enforce.

Idaho Rules Page 16, Section 030.01. a-c
Keep this content, as it is helpful to the taxpayer.

Idaho Rules Page 16, Section 030.03
Keep this content, as it is helpful to the taxpayer — reference to related sections of rules

Idaho Rules Page 16, Section 031.01
Keep this content, as it is helpful to the taxpayer — reference to related sections of rules

Idaho Rules Page 16, Section 031.02.a-c
Keep this content, as the guidance is not a duplication of the statute content and therefore may impact
interpretation/application of the statute

Idaho Rules Page 18, Section 032.03.d
Keep this content, as it is helpful to the taxpayer — reference to related sections of rules

Idaho Rules Page 19, Section 033.01.b
Keep this content, as the guidance is not a duplication of the statute content and therefore may impact
interpretation/application of the statute

Idaho Rules Page 19, Section 034.02, Sentence 2
Keep this content, as the guidance is not a duplication of the statute content and therefore may impact
interpretation/application of the statute.

Idaho Rules Page 20, Section 040.01.b
Keep this content, as it is helpful to the taxpayer — reference to related sections of rules

ldaho Rules Page 20, Section 040.03.a-b
Keep examples, as they impact interpretation and ability to enforce.

Idaho Association of Commerce & Industry
816 W. Bannock St, Suite 5B | P. O. Box 389 | Boise, ID 83701
(208) 343-1849 | www.iaci.org



Idaho Rules Page 32, Section 121.03.a — pro-rating guidance
OPEN: No code section is referenced in the ISTC comments, so unable to confirm inclusion in statutes.

Idaho Rules Page 32, Section 121.03.b
OPEN: No code section is referenced in the 1STC comments, so unable to confirm inclusion in statutes.

b sitemized-deduetion-allowableforfoderalincome tanpurposes-isreduee
credit-erthe-foreign-tax-credit—the-amont stveuld-have-been-allowed-if thefederal-eredit-had-netr-been-elaimed-is

Howed-gs-an-itemized-deduetion|

Idaho Rules Page 32, Section 121.04.a-b
Keep this content, as the guidance is not a duplication of the statute content and therefore may impact

interpretation/application of the statute. No reference by ISTC to statute. Only reference is to
Instructions.

Idaho Rules Page 34, Section 122.02.a
Keep this content, as the date is not included in the statute content and therefore may impact
interpretation/application of the statute. No reference by ISTC to statute so unable to verify that dates

deduction is allowable is duplicative of statute.

Idaho Rules Page 34, Section 125.01
Keep this content, as it is helpful to the taxpayer — reference to related sections of rules

ldaho Association of Commerce & Industry
816 W. Bannock St, Suite 5B | P. O. Box 389 | Boise, ID 83701
(208) 343-1849 | www.iaci.org



Idaho Rules Page 40, Section 165.02.c

Keep this content, as the guidance is not a duplication of the statute content and therefore may impact
interpretation/application of the statute. No reference by ISTC to statute. Only reference is to
Instructions.

See guidance in previous item for qualifying individual.

Idaho Rules Page 41, Section 170.01
Keep this content, as the guidance is not a duplication of the statute content and therefore may impact
interpretation/application of the statute. Section 63-3022H does not include a reference to IRC 1222(9).

ldaho Rules Page 41, Section 170.02.b
Keep examples, as they impact interpretation and ability to enforce.

Idaho Rules Page 41, Section 170.03.a-b

Keep this content, as the guidance is not a duplication of the statute content and therefore may impact
interpretation/application of the statute. No reference by ISTC to statute. Only reference is to
Guidance. Assuming the expectation is to include this content in guidance published online. 63-3022H
does not reference the IRC sections.

Idaho Rules Page 41, Section 170.03.c
Keep examples, as they impact interpretation and ability to enforce.

Idaho Rules Page 41, Section 170.06.a-b
Keep examples, as they impact interpretation and ability to enforce.

Idaho Rules Page 43, Section 171.06.d
Keep examples, as they impact interpretation and ability to enforce.

Idaho Rules Page 43, Section 171.08
Keep this content, as it is more straightforward than the statute and therefore may impact
interpretation/application of the statute

Idaho Rules Page 43, Section 172.01

Keep this content, as the guidance is not a duplication of the statute content and therefore may impact
interpretation/application of the statute. Inclusion of the word "only" narrows the scope and is not
included in the statute. This change seems to widen the scope.

Idaho Rules Page 44, Section 172.04.a-c
Keep examples, as they impact interpretation and ability to enforce.

Idaho Rules Page 44, Section 173.03.a
Keep examples, as they impact interpretation and ability to enforce.

Idaho Rules Page 45, Section 173.03.b-e
Keep examples, as they impact interpretation and ability to enforce.

Idaho Rules Page 45, Section 180.03.a
Keep this content, as it is helpful to the taxpayer — reference to related sections of rules

Idaho Association of Commerce & Industry
816 W. Bannock St, Suite 5B | P. O. Box 389 | Boise, ID 83701
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Idaho Rules Page 47, Section 190.05 Sentences 4-7
Keep examples, as they impact interpretation and ability to enforce.

Idaho Rules Page 47, Section 193.01 Sentence 2
Keep this content, as the guidance is not a duplication of the statute content and therefore may impact

interpretation/application of the statute. No reference by ISTC to statute.
OPEN: Is this being deleted because it relates to tax years outside of the statute of limitations?

Idaho Rules Page 47, Section 193.02
Keep this content, as it is helpful to the taxpayer — reference to related sections of rules

Idaho Rules Page 48, Section 193.03 -05

Keep this content, as the guidance is not a duplication of the statute content and therefore may impact
interpretation/application of the statute. No reference by ISTC to statute. Only reference is to
Instructions, which do not have the same authority.

Idaho Rules Page 48, Section 193.06

Keep this content, as the guidance is not a duplication of the statute content and therefore may impact
interpretation/application of the statute. No reference by ISTC to statute. Only reference is to
Guidance, which does not have the same authority.

tdaho Rules Page 48, Section 194.01

Keep this content, as the guidance is not a duplication of the statute content and therefore may impact
interpretation/application of the statute. No reference by ISTC to statute. Only reference is to
Instructions, which do not have the same authority.

Idaho Rules Page 49, Section 194.02
Keep examples, as they impact interpretation and ability to enforce.

Idaho Rules Page 50, Section 194.03
Keep examples, as they impact interpretation and ability to enforce.

Idaho Rules Page 51, Section 194.04
Keep examples, as they impact interpretation and ability to enforce.

Idaho Rules Page 52, Section 194.05
Keep examples, as they impact interpretation and ability to enforce.

tdaho Rules Page 52, Section 194.06

Keep this content, as the guidance is not a duplication of the statute content and therefore may impact
interpretation/application of the statute. No percentages listed in 63-3022P or 63-3022Q.

No reference by ISTC to statute. Only reference is to Guidance, which does not have the same authority.

Idaho Rules Page 52, Section 195.01

Keep this content, as the guidance is not a duplication of the statute content and therefore may impact
interpretation/application of the statute. 63-3022R does not include, “to the extent recovery is included
in federal taxable income of the current year.”

ldaho Association of Commerce & Industry
816 W. Bannock St, Suite 5B | P. O. Box 389 | Boise, ID 83701
(208) 343-1849 | www.iaci.org



Idaho Rules Page 61, Section 253.01.b
Keep this content, as it is helpful to the taxpayer — reference to related sections of rules

Idaho Rules Page 62, Section 254.03.a, Last Sentence
Keep this content, as it is helpful to the taxpayer — reference to related sections of rules

Idaho Rules Page 62, Section 254.03.b, date removed
Keep this content, as it is helpful to the taxpayer

Idaho Rules Page 62, Section 254.03.c, Last Sentence
Keep this content, as itis helpful to the taxpayer — reference to related sections of rules

Idaho Rules Page 62, Section 254.04, Last Sentence
Keep this content, as it is helpful to the taxpayer — reference to related sections of rules

Idaho Rules Page 62, Section 254.05, Last Sentence
Keep this content, as it is helpful to the taxpayer — reference to related sections of rules

Idaho Rules Page 63, Section 254.16, Last Sentence
Keep this content, as it is helpful to the taxpayer — reference to related sections of rules

Idaho Rules Page 64, Section 254.17, Last Sentence
Keep this content, as it is helpful to the taxpayer — reference to related sections of rules

These summarize our current comments regarding Sections 001-299 and 700-999. IACI will
submit separate comments for Sections 300-699.

We appreciate the Commission's willingness to consider retaining several of the definitions and
examples in the existing rule. Thank you for the opportunity to comment on this rulemaking.
Sincergly,

vy A
Alex Laé;u

President

cc: Mark Wynn, Chair, IACI Tax Committee
Cynthia Adrian, Chair, ITC Income Tax Rules Committee
Bobbi-Jo Meuleman, Deputy Chief of Staff, Governor Little

Idaho Association of Commerce & Industry
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Chairman Ricks, Vice Chairman Schroeder, Senators Grow, Cook, Adams, Bernt,
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None
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the minutes in the committee's office until the end of the session and will then be
located on file with the minutes in the Legislative Services Library.

Chairman Ricks convened the meeting of the Senate Local Government and
Taxation Committee (Committee) at 3:00 p.m.

Chairman Ricks passed the gavel to Vice Chairman Schroeder.

Cynthia Adrian, Tax Research Specialist with the Idaho Tax Commission
(Commission) presented the docket. She stated that these rules had been reviewed
in accordance with Governor Little's Zero-Based Regulation guidelines. Public
meetings were conducted on April 28, 2022; July 14, 2022 and September 1,
2022 with attendance by the ldaho Association of Commerce and Industry (IACI),
Associated Taxpayers of Idaho (Association), the Idaho Society of CPAs and the
Idaho Bankers Association. Ms. Adrian explained that the changes in this docket
were the result of H 563 passed by the legislature last session. H 563 changed
the calculation of the Idaho tax apportionment percentage from a three-factor
method that included property, payroll and double-weighted sales to a single-sales
factor method. In addition, H 563 changed the way sales revenue was assigned
from the cost-of-performance method to market-based sourcing. Under the
cost-of-performance method as sales revenue from intangible goods and services
was assigned to a location having the greater proportion of services performed.
Under the market-based sourcing sales revenue was assigned to the location
receiving or benefitting from the services.

Senator Grow repeated that these rules were the result of H 563 passed by the
legislature last session. Idaho was one of the few states using the old method. It
could be a problem in interstate commerce in that businesses could be overtaxed in
one state and undertaxed in another.

John Eaton, Vice President of IACI, testified in support of the rules. He stated
that the rules benefitted all companies, large and small. He noted that the fiscal
analysis showed no additional impact.

Tom Shaner, Tax Research Manager at the Commission, stood before the
Committee to answer any questions. There were none.

Chairman Ricks reiterated that these rules were the result of H 563 passed by the
legislature last session. He further stated that he felt these rules were needed.

Senator Grow moved to approve Docket No. 35-0101-2202. Senator Adams
seconded the motion. The motion passed by voice vote.



PASSED THE
GAVEL.:

ADJOURNED:

Vice Chairman Schroeder passed the gavel back to Chairman Ricks.

There being no further business at this time, Chairman Ricks adjourned the
meeting of the Committee at 3:12 p.m.

Senator Ricks
Chair

Meg Lawless
Secretary

SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE
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the minutes in the committee's office until the end of the session and will then be
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Chairman Ricks convened the meeting of the Senate Local Government and
Taxation Committee (Committee) at 3:01 p.m.

Senator Bernt moved to approve the minutes of January 24, 2023. Vice Chairman
Schroeder seconded the motion. The motion to approve the minutes of January
24, 2023 passed by voice vote.

Senator Just moved to approve the minutes of January 25, 2023. Vice Chairman
Schroeder seconded the motion. The motion to approve the minutes of January
25, 2023 passed by voice vote.

Chairman Ricks passed the gavel to Vice Chairman Schroeder.

Relating to City Annexations. Senator Okuniewicz presented RS 30058. He
stated that this legislation clarified the rights of private landowners who wished to
be annexed by a city when the property was contiguous to more than one city's
area of impact. Senator Okuniewicz further stated that this legislation gave the
property owner in a voluntary annexation situation the ability to choose which city
he or she would be annexed to.

Senator Bernt moved to send RS 30058 to print. Vice Chairman Schroeder
seconded the motion. The motion to send RS 30058 to print passed by voice vote.

Relating to County Treasurer Investments. Annette Dygert, Owyhee County
Treasurer, presented RS 30153. She stated that this bill added Idaho Code
§31-2127 that outlined the county treasurer's authority regarding investment of
surplus or idle funds.

Vice Chairman Schroeder moved to send RS 30153 to print. Senator Bernt
seconded the motion. The motion to send RS 30153 to print passed by voice vote.

Relating to Natural Gas Pipelines.

Vice Chairman Schroeder moved to return RS 30147 to the sponsor. Senator
Grow seconded the motion. The motion to return RS 30147 to the sponsor passed
by voice vote.

Vice Chairman Schroeder passed the gavel back to Chairman Ricks.



H 21

MOTION:

ADJOURNED:

Taxation - Amends existing law to revise the definition of "Internal Revenue
Code." Representative Ehlers presented H 21. He explained that this was the
annual tax conformity bill. It adopted changes to the Internal Revenue Code (IRC)
so that there was uniformity. This made it easier for individuals filing both federal
and state tax returns. Representative Ehlers further explained that the changes
made to the IRC in 2022 were small changes to retirement. There were 12 items
that decreased revenue and seven that increased revenue. Therefore, the fiscal
impact to the State of Idaho was neutral.

Senator Grow moved to send H 21 to the floor with a do pass recommendation.
Senator Rabe seconded the motion. The motion to send H 21 to the floor with a do
pass recommendation passed by voice vote.

There being no further business at this time, Chairman Ricks adjourned the
meeting at 3:13 p.m.

Senator Ricks
Chair

Meg Lawless
Secretary

SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE
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Chairman Ricks convened the meeting of the Senate Local Government and
Taxation Committee (Committee) at 3:01 p.m.

Idaho Beer and Wine Administrative Rules. Tom Shaner Tax Research Manager
at the ldaho State Tax Commission (ISTC), presented Docket No. 35-0109-2201.
Mr. Shaner explained that these rules combined the rules for beer and wine
distributors which had previously had separate rules. In addition, the deleted rules
were in statute or adequately covered in statute. For example, the rule regarding

a petition to waive a security requirement was included in the Administrative
Procedures Act. Mr. Shaner stated that there were no substantive changes.

Senator Cook inquired whether there was a fee to open a tax account. Mr. Shaner
responded that there was no fee for opening a tax account.

Senator Cook moved to adopt Docket No. 35-0109-2201. Senator Rabe
seconded the motion. The motion to adopt Docket No. 35-0109-2201 passed
by voice vote.

Tax Commission Administrative and Enforcement Rules. Cynthia Adrian, Tax
Research Specialist at ISTC, presented Docket No. 35-0201-2201. Ms. Adrian
stated that the only change in this rule was that the deadline previously in this rule
was reverted to statute. She further explained that there were no public hearings
because the rulemaking aligned the rule with statute.

Senator Grow asked whether the 60 day deadline for filing an amended return in
the rule was inconsistent with statute. Ms. Adrian affirmed that the statute had a
120 day deadline.

Senator Grow moved to adopt Docket No. 35-0201-2201. Chairman Ricks
seconded the motion. The motion to adopt Docket No. 35-0201-2201 passed
by voice vote.

Idaho State Board of Tax Appeals - Notice of Omnibus - Temporary and
Proposed Rules. Travis VanLith with the Idaho State Board of Tax Appeals
(ISBTA) presented Docket No. 36-0101-2200. Mr. Van Lith stated that this rule
was to bring the rules into conformity with a 2021 statute that enacted Idaho Code §
63-3810A. That statute removed the restriction against non-attorneys representing
an individual before ISBTA.

Senator Grow requested clarification regarding whether "taxpayer" included only
a natural individual or whether it included a corporation, limited liability company,
partnership, joint venture and other entities. Mr. VanLith replied that "taxpayer"
was defined more broadly to include corporations and other entities.



MOTION: Senator Bernt moved to adopt Docket No. 36-0101-2200. Senator Grow
seconded the motion. The motion to adopt Docket No. 36-0101-2200 passed
by voice vote

PRESENTATION: Property Tax Basics. Kolby Reddish, Legal Counsel for the Legislative Services
Office, gave a presentation on Property Tax Basics. He discussed the history of
property taxes in Idaho. Mr. Reddish outlined the legal authority. The primary
sources of authority are Article VII of the Idaho Constitution and Idaho Code Title 63.

Mr. Reddish explained that Idaho was a budget-based property tax system. Each
entity set it's own budget annually to determine a levy rate charged for each
property. Mr. Reddish further explained that there were three main components to
determining an individual's property taxes: the district's budget, the district's total
taxable value and the individual taxable value.

Mr. Reddish stated that Idaho's property taxes were known as an ad valorem

tax, based proportionately on the value of property. Valuation of each property for
purposes of assessing taxes under Idaho Code § 63-201 was based on the market
value of each property on January 1 of each year. The County Assessor was
responsible for assessing each property annually pursuant to Idaho Code § 63-314.

Article VII, Section 5 of the Idaho Constitution required that all taxes be uniform
within the same class of subjects within the authority levying the tax provided, that
the legislature may allow such exemptions from taxation as shall seem necessary
and just. Idaho's uniformity protection required that taxpayers' property taxes were
based upon the same levy rate.

Idaho's Constitution gave power to the legislature to grant exemptions which may
be whole or partial. An exemption resulted in a reduction in taxable value.

DISCUSSION: Senator Trakel asked what would be required to change from a budget based
property tax system to a revenue based system where cities and counties have to
base their budget on anticipated revenue. Mr. Reddish replied that it would take
a significant revision to ldaho Code. Chairman Ricks asked whether that would
also require a constitutional amendment. Mr. Reddish responded that before he
could answer that he would have to review case law.

Vice Chairman Schroeder requested clarification of the concept of uniformity
within the same class of subjects. Mr. Reddish explained that there were three
defined property class: personal, operating, and real property. He further explained
that the ldaho Supreme Court had held that uniformity required not solely uniformity
within a class, but also uniformity between classes.

Senator Rabe requested additional information regarding exemptions. Mr.
Reddish stated that he would provide that.

ADJOURNED: There being no further business at this time, Chairman Ricks adjourned the
meeting at 3:48 p.m.

Senator Ricks Meg Lawless
Chair Secretary

SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE
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Chairman Ricks convened the meeting of the Senate Local Government and
Taxation Committee (Committee) at 3:02 p.m.

Property Exempt from Taxation. Senator Burtenshaw presented S 1031. He
explained that currently irrigation districts have to apply annually for their property
tax exemption. The exemption covers canals, ditches, pipelines, flumes, aqueducts,
reservoirs, dams and any other necessary facility used primarily for the conveyance
and storage or providing of water for irrigation of land. This legislation removed the
requirement to apply for the exemption annually.

Senator Grow moved to send S 1031 to the floor with a do pass recommendation.
Vice Chairman Schroeder seconded the motion. The motion passed by voice
vote.

County Treasurer and Tax Collector. Annette Dygert, Owyhee County
Treasurer, presented S 1041. Ms. Dygert explained that this bill added Idaho
Code § 31-2127 that set forth the various statutes relating to the authority of the
county treasurer to invest surplus or idle funds. She further stated that this would
be helpful to a new county clerk.

Johanna Defoort, Valley County Treasurer, testified that this bill provided good
guidance to new county treasurers such as herself.

Senator Bernt moved to send S 1041 to the floor with a do pass recommendation.
Senator Cook seconded the motion. The motion passed by voice vote.

Chairman Ricks passed the gavel to Vice Chairman Schroeder.

Regarding Voter Approved School Board Bond repayments. Chairman
Ricks presented RS 30260. He explained that currently, school board trustees
can levy between 12 and 21 months for annual bond payments from taxpayers.
This legislation adjusted those parameters and reduced the maximum amount of
payments that could be levied in one year was between 12 and 14 months. This
had the effect of lowering the amount of bond payment on an annual basis.

Senator Grow moved to send RS 30260 to print. Senator Trakel seconded the
motion. The motion to send RS 30260 to print passed by voice vote.



PRESENTATION: Revenue Distribution Dashboard. Erin Phipps, revenue analyst for the

DISCUSSION:

ADJOURNED:

Legislative Services Office, gave a presentation on the Revenue Distribution
Dashboard on legislature.idaho.gov. She explained that under the Fiscal
Dashboards menu there were 4 fiscal dashboards: fiscal details, revenue details,
economic indicators, and budget information. Ms. Phipps focused her presentation
on the revenue details dashboard. Ms. Phipps explained that the first page, or
101 page, of the revenue details dashboard contained an overview of revenue
data relating to the 3 legged stool of revenue: sales tax, individual income tax and
property tax. You could scroll down to obtain specific information relating to each of
the major types of taxes. Clicking on any of the three buttons took you to a 201
page with more detailed information regarding collection and distribution of the 3
types of taxes. This page included a history of collections as well as a description
of that revenue source. Scrolling down revenue category button took you to the 301
page which provided details about each specific area of sales tax distribution.

Vice Chairman Schroeder asked whether the dashboard contained specific
information about additional sales tax collected by resort cities. Ms. Phipps
explained that was included in the local option category.

There being no further business at this time, Chairman Ricks adjourned the
meeting at 3:36 p.m.

Senator Ricks
Chair

Meg Lawless
Secretary

SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE
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Chairman Ricks called the meeting of the Senate Local Government and Taxation
Committee (Committee) to order at 3:00 p.m.

Chairman Ricks adjusted the agenda to hear the approval of the minutes of 2-2-23
first.

Approval of Minutes of 2-2-23. Senator Rabe moved to approve the minutes of
February 2, 2023. Senator Grow seconded the motion. The motion to approve the
minutes of February 2, 2023 passed by voice vote.

The minutes of February 1, 2023 were approved as minutes of February 2, 2023.
The actual minutes reviewed and approved were February 1, 2023 per Chairman
Ricks.

Cities, Annexation. Representative Young presented RS 30191. She explained
that this proposed legislation clarified, simplified, and reformatted the existing
annexation statute. The bill included definitions of fundamental terms such as
"landowner." In addition, RS 30191 required the city to provide notice to each
landowner and the board of county commissioners of its intent to annex land. The
bill further required the city to comply with the notice and hearing procedures
governing a zoning district boundary change. Finally, the bill provided flexibility
for small municipalities.

Senator Grow noted that Senator Lakey had done some work on annexation this
past summer and asked whether Representative Young had discussed RS 30191
with him. Representative Young replied that this was a separate issue and that

the two issues were complementary.

Senator Adams moved to send RS 30191 to print. Vice Chairman Schroeder
seconded the motion. The motion to send RS 30191 to print passed by voice vote.

Natural Gas, Petroleum Pipelines. Vice Chairman Schroeder explained that
the purpose of this bill was to provide notification to a natural gas or interstate
petroleum company when there was a proposed development within 1000 feet of
the pipeline. This added the natural gas or petroleum pipeline company as a party
required to be notified under Idaho Code § 67-6519. To receive notice, the natural
gas or petroleum pipeline company were required to register with each county they
wished to receive notice from.

Senator Cook asked whether there was any current notice requirement. Vice
Chairman Schroeder responded that there was not.



MOTION:

RS 29965C2

MOTION:

PRESENTATION:

DISCUSSION:

Senator Cook moved to send RS 30147C1 to print. Senator Adams seconded the
motion. The motion to send RS 30147C1 to print passed by voice vote.

Relating to Development Impact Fees. Vice Chairman Schroeder presented
RS 29965C2. He stated that the first purpose of this bill was to add school facilities
to the list of facilities that were eligible for development impact fees. In addition,
RS 29965C2 added school districts to the list of entities that were eligible to enter
into intergovernmental agreements. Vice Chairman Schroeder further stated that
Idaho Code Title 80, Chapter 82 contemplated impact fees.

Senator Trakel stated that he had a conflict of interest pursuant to Senate Rule
39(H), but intended to vote.

Senator Just moved to send RS 29965C2 to print. Senator Adams seconded the
motion. The motion to send RS 29965C2 to print passed by voice vote.

County Budgeting 101. Seth Grigg, Executive Director of the Idaho Association
of Counties, gave a presentation on county budgeting (Attachment 1). He provided
an overview of the statutory and constitutional authority of county government. He
explained that counties had an October to September fiscal year whereas the state
had a July to June fiscal year. Mr. Grigg outlined the county budget process.

He explained that there were 4 main sources of revenue: fees for services,
intergovernmental revenues, property taxes and fund balance or cash reserves.
Because there was a 3 month gap between the beginning of the county fiscal year in
October and December 20 when property taxes were due, most counties operated
with 5 quarters of revenue and held at least 3 months of reserve. He informed

the Committee about the state controller's website at transparent.idaho.gov that
provided information regarding revenue and expenses of each county.

Mr. Grigg explained that about 52 percent of a county's revenue came from
property taxes. Because counties didn't have water or sewer systems that was
not a source of revenue for them. Counties received money from sales tax
distribution for programs such as the Circuit Breaker program. Another key source
of intergovernmental revenue for counties was state transportation revenue. State
liquor funds also provided revenue to counties. In addition, counties received a
payment in lieu of taxes through the federal government Payment in Lieu of Taxes
(PILT) program. PILT was intended to compensate counties for the impact of tax
exempt federal land on county budgets.

Next, Mr. Grigg discussed county expenditures. Those expenditures included

public safety, highways and roads and so forth. He explained that public safety,
which included the magistrate and district court system, was the largest county
expenditure. Property taxes was the largest source of revenue for public safety,
but counties also collected certain fees.

Mr. Grigg outlined the history of legislative property tax reform including the
property tax exemption. He explained the impact of inflation on county budgets. He
shared data relating to state tax collections and allocation of property taxes. Mr.
Grigg also explained market valuation and the property tax assessment procedures.

Mr. Grigg provided information regarding the difference in the appraisal value
of residential property and commercial property. He explained budget caps and
caps on levies.

Senator Trakel asked whether the graph of school levies in 2006 took into account
the effect property taxes had on school levies. Mr. Grigg explained that in 2005
and 2006 as the amount of property taxes levied decreased, there was at the
same time a recession. This caused the state to decrease the funds distributed

to school districts.

SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE
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ADJOURNED: There being no further business at this time, Chairman Ricks adjourned the
meeting at 4:05 p.m.

Senator Ricks Meg Lawless
Chair Secretary

SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE
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About IAC

IAC was incorporated in 1976 by counties as a 501(c)(4) nonprofit
corporation to coordinate with county officials in improving
county government

IAC is governed by a 28 member board of directors

comprised of county elected officials from around the state
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JAC’s Mission

Promote county interests

Encourage ethical behavior

Advocate for good public policy on behalf of Idaho counties
Support best practices in county government

Provide education & training to assist Idaho county officials in

performance of public service
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About Counties

= 44 counties
= 396 county elected officials

= All counties provide identical services (regardless of
population and tax base)

= County authority is prescribed in Idaho Constitution and
ldaho Code

= Counties are the administrative arm of the state
= Every Idahoan lives in a county

IAC
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Fiscal Years

= State: July — June
Federal: October — September
= County: October — September

COUNTIES



County Budget Development Timeline

» Elected officials and department heads submit

Apri budget requests
May

» County clerk prepares suggested budget

June

July

* Board of county commissioners finalize and
Aug. approve county budget (after public hearing)

Sept.
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Primary County
Revenue Sources

Fees for Services

Intergovernmental
Revenues

Property Taxes

Fund
Balance/Cash
Reserves

District Court Fees
Computerized Mapping Fees
Recording Fees

Solid Waste Fees

Etc.

Sales Tax Revenues Sharing
Liquor Fund Revenue Sharing
Highway User Revenue Sharing
Payment in Lieu of Taxes
Grants

Current Expense Levy
Justice Levy

District Court Levy
Road and Bridge Levy
Etc.

Unassigned Reservices

Court Facilities Fund

Justice Fund

Dedicated Reserves for Projects
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County Revenues by Type (CFY2022)

Fiscal Year County s @

2022 oAl N

View

B¢

All Counties

Property Taxes/Assessment

Intergovernmental || GGG ;237.23M
Charges for Services $260.62M
ARPA I +53.16M
Grants I $42.81M
Non-Revenue Refunds ||l $38.15M
Miscellaneous Revenue $27.40M
Licenses and Permits JJ] $15.76M
Interest on Investments = $10.24M
Fines/Forfeitures || $7.24M
CARES || $5.90M
Contributions | $1.97M

$0 $100,000,... $200,000,... $300,000,... $400,000,... $500,000,... $60...

$576.35M
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Interest Licenses/Permits
$11,008,975 $32,748 472

Fines/Forfeitures 1% 3%
$7,538,561 Grants
1% $45,839,529
4%
Charges
$172,222,091
16%
Property Taxes
$576,280,839
52%
Intergovernmental
$235,134,851
21%
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Sales Tax Distribution Flow Chart

Sales Tax Collected

Refunds

Online Marketplace Sales Tax to Tax Relief Fund
Permanent Building Fund ($5,000,000)
Water Pollution Control Fund ($4,800,000)

Property Tax Relief (Circuit Breaker)
Election Consolidation (2008 Base + CPl Growth)

Ag Replacement ($8,487,103)

Sales Tax Demonstration Project

Personal Property Replacement ($18,550,086)

Transportation Distribution (4.5%)

General Fund

IDAHO

m COUNTIES
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Revenue Sharing

Inventory Replacement (Base & Excess)

Ag Replacement

Personal Property Replacement

Election Fund

PTR/Circuit Breaker

Sales Tax Distribution to Counties, 2021

$4,263,042

$4,574,665

$5,550,852

$51,704,393

$76,913,500
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State and Federal Transportation Revenues to Counties, 2017-2027 (Est)

$160,000,000

40% Increase
$140,000,000

$120,000,000

$100,000,000

$80,000,000
$60,000,000
$40,000,000
$20,000,000
0
$ 2017
Secure Rural Schools Title | $10,809,603 $745,879 $10,320,793 $10,149,961 $9,096,066 $10,320,793 $10,320,793 $10,320,793 $745,879 $745,879 $745,879
m General Fund $0 $0 $0 $0 $15,558,550 $0 $26,400,000 $26,400,000 $26,400,000 $26,400,000 $26,400,000
TECM (4.5% of Sales Tax) $0 $0 $0 $0 $0 $8,402,239 $10,139,590 $13,519,102 $19,679,259 $22,674,411 $25,864,248
m Highway Distribution Account  $58,587,095 $60,417,613 $63,212,771 $62,530,455 $67,680,326 $70,725,941 $73,908,608 $77,234,496 $79,165,358 $81,144,492 $83,173,104
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A

General Fund ------ :
42.4% - $49,020,200

State Liquor
Fund 17.5% - $20,192,200

Total

Distributions

———————

In 2022 counties = 3115,565,600
received $20.2 million g\ _________ y
. . . . ourts
in distributions from 11.7% - $13,529,600
the state liquor fund
I~
Education ---- -
1.7% - $2,000,000 I“]':l

Cifies ------
24.3% - $28,093,600
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PILT Payments to Idaho Counties, 2008-2025 (Est)

$40,000,000

$35,000,000 834,511,207 pppperererrerre

$30,000,000

rsoonmn | T ———
$20,000,000
$15,000,000
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W y PI LT Land Acres
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63% of land in
counties is is
federally managed
and tax exempt

97% of Custer ST

Boise

County is federally =
managed

Bonneville
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Franklin
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County Expenditures

Fiscal Year County 5 @

2022 VoAl NV

View
EE -

All Counties

public safety |G, .o
General Government [N NN B B ;5 10.c0M
Highways and Streets _ $149.50M
sanitation | $s0.04M
Economic Development -II $85.85M
Intergovernmental . $18.29M
Culture and Recreation I $13.89M
Natural Resources I $13.60M
Health and Welfare m $13.09M
Education | $2.25M
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Other
$159,389,225
10%

Public Works
$235,445,528 _
15% Justice and
Public Safety
$663,387,355
42%
General
Government
$509,988,604

33%
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County Criminal Justice Expenses (2019)

Courts
$101,295,550
21%

Public Defense
$39,057,986
8%

COUNTIES



District Court Expenses (2021)

Operations
$18,117,991
15%

Salaries

Benefits \$67,894,089
$30,727,236 57%
26%
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District Court Revenues (2021)

Tobacco Tax Fund Millenium Fund Mlsdemeanor Probation Fund
) $4,210,188 $73 708 $4,824,104
Juvenile 3% %
Corrections Fund
$3,109,527
%
Revenue Sharing
$1,044,208 Court Facility Fund
1% $1,180,867
1%
Other Court Funds
$8,369,664
7%

District Court Fees
$23,916,944
19%

Property Tax Revenues
$78,262,506
63%
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County Assessor Mails Out
Assessment Notice in late

County Assessor
Determines Taxable
Market Value as of January

May/early June

Board of County

Commissioners

Equalize Taxable
Market Value in June

County Property Tax
Cycle

Property Taxes Due
December 20th

County Treasurer Mails
Out Tax Notice in
November

County Commissioners
Certify Budgets &
Levies in September

Board of County
Commissioners
Approve Property Tax
Budget in September

IDAHO

ASSOCIATION OF

COUNTIES




Major Legislative Property Tax Reform
Efforts
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Homeowners Exemption History

Established by voter initiative in 1980 (50% of property value
up to $50,000)

= 2006: Legislature increased the exemption to 50% of property
value up to $75,000 and indexed annually

= 2016: Legislature increased the exemption to 50% of property
value up to $100,000 and removed the annual index

= 2020: Legislature increased the exemption to 50% of property
value up to $125,000 (without indexing)
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Annual Inflation (CPI), 1976-2022

16.00%
14.00% 12.50%
11.30%
10.80%
10.08%
. 4 8.00%
8.00%
6.50%

5 70% 610%

6.00% & 5.40%
4.80% 4.70%
4.30% 0 4,20%
4.00% 3 50% 3.70% 22 ’ 3409 240 3.80%
. (3 320% S 40% 40%209 3.20%
b 9,00%00% . 2 808,90% .80% 270% $90% ’ o
v 4 = 2.30% 2.20% 2:30% 2.10% 290% " 50
. 0, 0, 0, 0, .
2. 00% 1.60% 1.60% 1.60% 1.50%60% 4 500, e A
0:10%
01409

0.00% g

OMNMNOODO T AN MITWLWONMNODNINOTTANNMIULONODIOTTANMIULONOIIOTTANMITLLONOLGODO — X

NN NN 00 00 00 00 A 0O WV W WOV DD DDDDDDDDOOO0OO0OO0OO0OO0O0DO0OO0DO - - T v v+ v NN

DO ODDODIIHIOHDODODDIINIIHIDNDIDDHDNDNODDDNOOOOODODOOOOOOLODOODODODODODOOO O W

Inflation Rate =—=3% Target

IDAHO

ASSOCIATION OF

COUNTIES




State and Local Tax Collections, 2003-2021
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Where Do People Pay the Most in Property Taxes?
Median Property Taxes Paid by County, 2020 (5-year Estimate)

N
‘ w
48
: we Jest
= .
, = u ‘ : Median Property Taxes
Ty - h Paid by County

$3,050-$3,525

$2,575-$3,050

" 4. $2,100-$2,575

o $1,625-$2,100
$1,150-$1,625

$675-$1,150

Note: Missing values are due to small sample sizes in low-population counties. $200-$675
Source: U.S. Census Bureau, 2020 American Community Survey dataset B25103.

TAX FOUNDATION @TaxFoundation
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How Does Your State Rank on Property Taxes?
Property Tax Component Rankings, 2022 State Business Tax Climate Index

VT
OR
#17
#3
NV MA
CA
J -
GA
#fiL9 #25
DE
#4
MD
AK #43
#24
] FL
) - (#?é:) .
HI

Property Tax Component Rankings

Better Worse

Note: Arank of 1 is best, 50 is worst. D.Cs score and rank do not affect other states.
The report shows tax systems as of July 1, 2021 (the beginning of Fiscal Year 2022).

Source: Tax Foundation, 2022 State Business Tax Climate Index.

TAX FOUNDATION @TaxFoundation
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Allocation of Property Taxes (2022)

Cities
$595,809,950
27%
Schools
$596,067,358
27%
Counties
$583,232,343

27%
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Statewide Property Taxes Collected (2003-2022)
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Property Taxes Collected (millions

$0.0
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Property Tax Budget Growth, 2019-2021

40.00%
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County Property Tax Budget Growth vs
Inflation + Population Growth
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Assessment process

= Taxes to be uniform
= Market value state
=  Annual ratio studies

= Alternative methodologies are used for some classes of

property (indexes, cost approach, income approach, sales
approach, etc.)
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Taxable Market Valuation (1980-2022)
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Market Valuation (2013-2022)
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Average Levy Rates (2002-2022)
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How Your Tax Bill is Calculated

Taxable
Value

(Jan. 18Y)

Budget

Taxing =
District Total

Sets Taxable
Budget Market

Value

Your
Taxable
Value

X
Levy Rate
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Comparing Change in Market Value of One
Commercial Parcel and One Residential Parcel
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Comparing Taxes Paid of One Residential Parcel
and One Commercial Parcel in Ada County
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The 3% Cap

= A taxing districts base budget may increase by up to 3% of
the highest property tax budget from the prior three years

COUNTIES



Example

= 2020 Property Tax Budget = $98
= 2021 Property Tax Budget = $100
= 2022 Property Tax Budget = $99

« What is the 2023 3% max budget?
= Answer: $103

I Yc
OOOOOOOOOOOOO
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New Construction

= New Construction: Taxing district budget capacity in excess
of 3% cap due to new development

= Preliminary Levy Rate: Estimated levy rate for ensuing tax year

= To Calculate:
Step 1: Multiply new construction value by 90%

Step 2: Multiply 90% of new construction value by the preliminary

levy rate
Step 3: Product is added to a taxing districts base budget capacity

\
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The 8% Cap

= A taxing district’s budget may not increase by more than 8%
including new construction
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Forgone Property Taxes

= Property taxes that are not levied may be reserved for future
budget purposes

= A taxing district may not increase its base property tax budget
by no more than 1% per year from previously forgone
property taxes
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County Forgone Property Taxes (2001-2022)
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Levy Caps

= Most property tax levies have levy caps
= Levy caps are separate from budget caps
= A taxing district may never exceed statutory levy caps
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Impact of Levy Caps on Counties
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2022 Max County Property Tax Budgets
vs Actual Budgets
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County Average Annual Property Tax
Growth Rates

= 20 Year Average: 5.0%
= 10 Year Average: 4.5%
5 Year Average: 4.2%
3 Year Average: 2.7%

COUNTIES



Sources

" State Tax Commission
= https://tax.idaho.gov/governance/reports-and-statistics/

" Idaho Transportation Department
= https://itd.idaho.gov/funding/?target=advisory-boards

" State Controller
= https://localtransparency.idaho.gov/

" Department of the Interior
= https://www.doi.gov/pilt

" Legislative Services Office
= https://legislature.idaho.gov/fiscal-dashboards/
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AMENDED AGENDA #1
SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE
3:00 P.M.
Room WW53
Thursday, February 09, 2023

For members of the public to observe the meeting, please click on the following link:
https://www.idahoptv.org/shows/idahoinsession/ww53/

SUBJECT DESCRIPTION PRESENTER

RS 30305C1 Relating to Aviation Senator Okuniewicz
RS 30276 Relating to Homeowner Property Tax Relief Senator Grow

RS 30121C1 Relating to Income Taxation Senator Foreman
RS 30265 Relating to Impact Areas and Annexations Senator Lakey

RS 30301 Relating to Political Subdivisions Senator Okuniewicz

If you have written testimony, please provide a copy to the committee secretary.

COMMITTEE MEMBERS COMMITTEE SECRETARY
Chairman Ricks Sen Bernt Meg Lawless

Vice Chairman Schroeder Sen Trakel Room: WW50

Sen Grow Sen Rabe Phone: 332-1315

Sen Cook Sen Just Email: sloc@senate.idaho.gov

Sen Adams


https://www.idahoptv.org/shows/idahoinsession/ww53/
https://legislature.idaho.gov/sessioninfo/rs
https://legislature.idaho.gov/sessioninfo/rs
https://legislature.idaho.gov/sessioninfo/rs
https://legislature.idaho.gov/sessioninfo/rs
https://legislature.idaho.gov/sessioninfo/rs

MINUTES

SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE

DATE:
TIME:
PLACE:

MEMBERS
PRESENT:

ABSENT/
EXCUSED:

NOTE:

CONVENED:

RS 30265

MOTION

RS 30276

DISCUSSION:

MOTION:

Thursday, February 09, 2023
3:00 P.M.
Room WW53

Chairman Ricks, Vice Chairman Schroeder, Senators Grow, Cook, Adams, Bernt,
Trakel, Rabe, and Just

None

The sign-in sheet, testimonies and other related materials will be retained with
the minutes in the committee's office until the end of the session and will then be
located on file with the minutes in the Legislative Services Library.

Chairman Ricks convened the meeting of the Senate Local Government and
Taxation Committee (Committee) at 3:00 p.m.

Chairman Ricks requested unanimous consent to rearrange the agenda. 1. RS
30265, 2. RS 30276, 3. RS 30305C1, 4. RS 30301, and 5. RS 30121C1.

Relating to Impact Areas and Annexations. Senator Lakey presented RS
30265. He stated that this bill was the result of meetings with cities, counties,
contractors, realtors, commissioners, mayors and other legislators. Senator
Lakey explained that this legislation noted that areas of impact were legislative
actions and that the county had jurisdiction in making decisions relating to areas
of impact. The legislation acknowledged that cities may adopt a comprehensive
plan and conduct infrastructure, capital improvement, and other planning activities
that extended beyond its area of impact. The legislation required counties and
cities to review their area of impact boundaries at least every 5 years. RS 30265
contained a one mile limitation on extension of areas of impact, however, there
was graduated compliance where cities had areas of impact beyond 2 miles. The
legislation prohibited annexation across an abutting area of impact and overlapping
of areas of impact. An area of impact was valid for 5 years and, if not renewed,
could be crossed by a property owner on one side or the other with the consent
of the city which corresponded with their area of impact. If the city wished to
annex the property, they were required to seek a boundary adjustment from the
applicable county. In addition, RS 30265 provided for an expedited process by
the district court.

Senator Grow moved to send RS 30265 to print. Vice Chairman Schroeder
seconded the motion. The motion to send RS 30265 to print passed by voice vote.

Relating to Homeowner Property Tax Relief. Senator Grow presented RS
30276. He stated that the purpose of this legislation was to provide property tax
relief to ldaho homeowners for their primary home. The bill dedicated 4.5 percent
of annual sales tax revenue to provide a reduction in the homeowner's property
tax bill. Senator Grow explained that there was no adverse affect to counties,
cities or local taxing districts as the state would reimburse them for the reduction in
property tax revenue.

Senator Rabe asked why this bill began in this committee rather than in the House.
Senator Grow explained that RS 30276 did not appropriate funds, but rather
allocated funds and, therefore, was not required to begin in the House,

Vice Chairman moved to send RS 30276 to print. Senator Trakel seconded the
motion. The motion to send RS 30276 to print passed by voice vote.



RS 30305C1

MOTION:

RS 30301

DISCUSSION:

MOTION:

RS 30121C1

DISCUSSION:

MOTION:

DISCUSSION:

Relating to Aviation. Senator Okuniewicz presented RS 30305C1. He explained
that RS 30305C1 required a public entity that wanted to enter into a long term lease
agreement of more than 5 years was required to hold a public auction.

Vice Chairman Schroeder moved to send RS 30305C1 to print. Senator Bernt
seconded the motion. The motion to send RS 30305C1 to print passed by voice
vote.

Relating to Political Subdivisions. Senator Okuniewicz presented RS 30301.
He stated that this bill required any subdivision of government that wanted to enter
into a lease agreement with a private sector entity where the lease agreement
contemplated revenue sharing to go through public auction. This bill was intended
to prevent a lease agreement between a public and private entity at below market
value. Senator Okuniewicz further stated that he received guidance from the
Attorney General's office. They opined that a court would likely require a public
auction for a lease longer than 5 years.

Vice Chairman Schroeder asked whether this bill applied only to airports.
Senator Okuniewicz responded that he believed the bill applied to other political
subdivisions as well.

Senator Cook moved to send RS 30301 to print. Senator Adams seconded the
motion. The motion to send RS 30301 to print passed by voice vote.

Relating to Income Taxation. Senator Foreman presented RS 30121C1. He
stated that this legislation added Idaho Code § 63-3029N to Chapter 30, Title 63
Idaho Code. RS 30121C1 established an income tax credit for private school tuition
for qualified dependent children of a taxpayer in the amount of $2000 per family.

A qualified dependent child was defined as a child or stepchild of an individual
taxpayer, a child for whom the taxpayer had been appointed as guardian, or a
descendant of a child of the taxpayer. In order to receive the full tax credit, the child
must have resided in Idaho for at least 270 days. If the child resided in Idaho for
at least 180 days, but less than 270 days, the taxpayer would be allowed a partial
credit on a pro rata basis pursuant to rules established by the Idaho State Tax
Commission. Senator Foreman then proceeded to read a portion of an article from
U.S. News and World Report and a recent report from the National Assessment of
Educational Progress both of which cited the benefits and contributions of private
schools to society. He also cited several court cases regarding the constitutionality
of tax credits for private school tuition.

Senator Bernt expressed a concern that the Education Committee was hearing
several pieces of legislation relating to private school tuition and that the Committee
should wait to see what they did. Chairman Ricks stated that he had agreed to
hear this bill, but if it went to print he was going to wait several weeks before he
brought it back before the Committee.

Senator Adams moved to send RS 30121C1 to print.

Senator Rabe also expressed concern that the Education Committee had several
pieces of legislation before it addressing similar issues and that the Committee
should wait to see what they did. She was also concerned about the fiscal impact
of this bill. Vice Chairman Schroeder and Senator Cook also expressed concern
regarding the fiscal impact in that this money would come out before JFAC made
any decisions regarding appropriations.

SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE
Thursday, February 09, 2023—Minutes—Page 2



Senator Rabe asked how this legislation may contradict the U.S. Constitution's
prohibition of using funds for parochial schools. Senator Foreman responded
that according to a past opinion by the Deputy Attorney General, it didn't

conflict. Senator Rabe asked whether Senator Foreman had talked to any of

the stakeholders regarding the fiscal impact, where the 14 to 17 million annual
allocation would come from in the state budget. Senator Foreman replied that he
had talked to some people within the education community in his district. He noted
that the state had a $1.5 million surplus. He further explained that providing aid to
private schools does not have to impact public schools.

Senator Cook asked for the definition of private school. Senator Foreman
responded that private schools were defined as a school that was accredited, but
not publicly funded. Senator Cook then asked whether this legislation applied
to home schoolers. Senator Foreman responded that it did not apply to home
schoolers.

Senator Adams asked whether a qualified dependent child included grandchildren.
Senator Foreman responded that it did. Senator Adams then asked whether a
parent and grandparent could both claim this tax credit. Senator Foreman stated
that RS 30121C1 set a $2000 limit per family

MOTION: The previous motion remained incomplete. Senator Trakel moved to send RS
30121CA1. to print. Senator Trakel seconded the motion. The motion to send RS
30121C1 to print passed by voice vote. Senators Rabe and Just were recorded

as voting no.

ADJOURNED: With no further business at this time, Chairman Ricks adjourned the Committee
at 4:00 p.m.

Senator Ricks Meg Lawless

Chair Secretary
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S 1074

DISCUSSION:
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Chairman Ricks, Vice Chairman Schroeder, Senators Cook, Adams, Bernt, Trakel,
and Rabe

Senators Grow and Just

The sign-in sheet, testimonies and other related materials will be retained with
the minutes in the committee's office until the end of the session and will then be
located on file with the minutes in the Legislative Services Library.

Chairman Ricks called to order the Senate Local Government and Taxation
Committee (Committee) at 3:01 p.m.

Approval of Minutes of February 2, 2023. Senator Bernt moved to approve the
minutes of February 2, 2023. Senator Cook seconded the motion. The motion to
approve the minutes of February 2, 2023 passed by voice vote.

Aviation. Senator Okuniewicz presented S 1074. He stated that this bill clarified
that all long term leases in all airports were not subject to the public auction
requirement for leases in excess of five years.

Senator Cook requested that Senator Okuniewicz go into more detail regarding the
interaction between Idaho Code §§ 21-401 and 31-836(1). Senator Okuniewicz
explained that he had received guidance from the Attorney General's office that the
interaction was ambiguous and the exemption of airports from the requirement to
hold public auction for leases exceeding 5 years needed to be clarified.

Senator Rabe asked whether airports and cities supported this bill. Senator
Okuniewicz replied that Kootenai County asked him to help with this bill and
supported it.

Chairman Ricks requested that Senator Okuniewicz provide an explanation of the
current procedures regarding long term leases. Senator Okuniewicz explained
that airports typically entered into long term leases for as long as 99 years

after negotiations with the lessor. Airports were exempt from the public auction
requirement for long term leases. Non aviation leases required a public auction.
Vice Chairman Schroeder explained that Idaho Code § 31-836 pertained to
counties and was a restriction on the ability of counties to lease county property.
Both airport statutes authorized counties, highway districts and cities to operate and
maintain airport facilities. Cities did not have the same restrictions regarding long
term leases as counties did. Therefore, if cities and counties jointly ran an airport,
they would not be subject to the public auction requirement for long term leases.
Vice Chairman Schroeder further explained that this bill provided that counties
were exempt from the public auction requirement for long term leases as cities were.

Senator Cook moved to send S 1074 to the floor with a do pass recommendation.
Vice Chairman Schroeder seconded the motion. The motion to send S 1074 to
the floor with a do pass recommendation passed by voice vote.

Chairman Ricks failed to notice that there was someone who had signed up to
testify on S 1074 and asked that Ms Hupp be permitted to testify.



S 1077

DISCUSSION:

TESTIMONY:

DISCUSSION:

Rebecca Hupp, Director of the Boise Airport stated that although they had not had
a chance to review this bill, she did not think they objected to it. She requested the
opportunity to review the bill and provide more feedback.

Local Government. Senator Okuniewicz presented S 1077. He explained that
he received guidance from the Attorney General's office that a long term lease
agreement that contemplated profit sharing between the county, city, highway
district or airport and a private entity probably required a public auction. Senator
Okuniewicz stated that S 1077 required a public auction in that situation.

Senator Rabe asked whether this bill dictated how or under what terms the lessor
chose or who the lessor chose as lessee during the bidding process, or whether S
1077 created that process. Senator Okuniewicz responded that the bill referenced
the notice and bidding procedures under Idaho Code § 31-808.

Senator Schroeder requested clarification on the difference between a straight
lease and a lease with profit sharing. Senator Okuniewicz explained that a

profit sharing arrangement was more risky in that you did not know how much
revenue the business would generate. The barrier was lower and the lease was
lower. A straight lease was based on market rate and was a flat amount. A profit
sharing lease arrangement was based on a percentage of profit. Vice Chairman
Schroeder asked whether it was the intent of this bill to not require a public auction
in a lease based on a flat market rate or some other rate. Senator Okuniewicz
stated that the bill only contemplated a public auction if there was profit sharing.
Vice Chairman Schroeder asked Senator Okuniewicz whether he had spoken with
the Idaho Association of Cities or other interested parties. Senator Okuniewicz
replied that he had spoken with his county and a couple of other counties.

Rebecca Hupp, Director of the Boise Airport, spoke in opposition to S 1077. She
had concerns regarding the use of the terms "bids" and "auctions" interchangeably
and the use of the term "profit sharing" rather than "revenue sharing." Ms. Hupp
stated that they were not required to do a Request for Proposal (RFP) or bids for
airline service. She felt that this bill had unintended consequences. For example,
they would not be able to do a trial lease without a public auction. In addition, a
flat rate lease would have resulted in lower revenue.

Senator Cook asked why they wouldn't be able to do a trial lease. Ms. Hupp
explained that if the lease was for more than 30 days they had to do a Request
for Proposal (RFP) and comply with bid procedures. Revenue was not the only
consideration in doing a trial lease. They considered the service provided. They
might consider doing a pilot program with someone with disabilities. They wouldn't
consider these trial leases if they had to go through the bid procedures. Senator
Cook then asked how they handled a situation where more than one person
wanted to lease a particular location. Ms. Hupp stated that they based their
decision on market share.

Vice Chairman Schroeder sought clarification on whether this legislation prohibited
them from leasing more than storage sheds. Would they be required to go through
the bidding process for every lease which might preclude them from bringing in new
airlines. Ms. Hupp replied that it would be problematic.
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DISCUSSION:

MOTION:

ADJOURNED:

Senator Rabe asked Ms. Hupp to provide more information regarding why this
legislation would preclude them from doing a trial lease. Ms. Hupp explained that
in order to bring in a vendor during the holidays or a trial with a vending service
such as a kiosk for food, CVS pharmacy, or iTunes Best Buy they would have to
do a RFP. Senator Rabe also asked Ms. Hupp to further discuss the fiscal impact
of this legislation on them. Ms. Hupp explained that, although it would be hard to
quantify the fiscal impact, passenger numbers have increased 72 percent in the
last ten years and using a flat rate rather than a percentage of revenue would
have resulted in less revenue.

Kelley Packer, Executive Director of the Association of Idaho Counties, did not
state a formal position on S 1077 yet, but expressed some concerns regarding the
bill. First, she was concerned that stakeholders were not involved in the discussion.
She also felt that the language was too broad and would impact all city leases, not
just revenue sharing leases. In addition, there would be increased costs associated
with the RFP process required for small leases such as their $3000 wastewater
management lease. Ms. Packer stated that she would recommend opposing

this bill.

Vice Chairman Schroeder clarified that S 1077 pertained to an agreement
between the city and a lessee to lease property belonging to the city. The city
was not acquiring property by lease.

Vice Chairman Schroeder and Senators Bernt and Rabe expressed a desire to
examine this bill more closely and perhaps have a discussion with stakeholders.

Senator Bernt moved that S 1077 be held in committee subject to the call of the
chair. Vice Chairman Schroeder seconded the motion. The motion to hold S 1077
in committee subject to the call of the chair passed by voice vote.

There being no further business at this time, Chairman Ricks adjourned the
meeting at 3:55 p.m.

Senator Ricks
Chair

Meg Lawless
Secretary
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Chairman Ricks called to order the Senate Local Government and Taxation
Committee (Committee) at 3:02 p.m.

Vice Chairman Schroeder moved to approve the minutes of February 7, 2023.
Senator Trakel seconded the motion. The motion to approve the minutes of
February 7, 2023 was approved by voice vote.

Property Taxes and Assessments. Kathlynn Ireland, Property Tax Policy
Specialist, Idaho State Tax Commission, gave a presentation relating to property
taxes and assessments (Attachment 1). Her presentation addressed the following
topics: 1. the property tax assessment process, 2. who paid how much, 3. how
property taxes were determined, 4. who spent property tax, 5. what were the recent
trends, and 6. how we provided property tax relief.

The first step in the property assessment process was the assessment of all
taxable real and personal property. This was done by county assessors with

the exception of utility, telecom and railroad properties that the Idaho State Tax
Commission (ISTC) appraised. ldaho Code § 63-205 required all taxable property
to be assessed annually. Idaho was a market value state. Therefore, assessors
were required to assess properties at 100 percent of market value. Because of
the large volume of parcels within each county, Idaho Code § 63-314 required
each parcel to be physically inspected once every five years. Appraisers used
market data, market trends and statistical testing to index to market value parcels
that were not physically inspected. January 1 of each year was the lien date of
assessment of current market value. Slide four of Attachment 1 showed the total
assessed values from 2005 to 2006, 2021 and 2022. Slide five of Attachment 1
showed the taxable property of each major category of property over the last 14
years. Ms. Ireland noted the difference between the residential and commercial
sectors. ISTC conducted statistical testing on every assessor's office every year
through the use of statistical studies to ensure that all parcels were at market value.
If the market values were not accurate, counties were required to take corrective
action prior to assessments going out in June. Ms. Ireland stated that due to
Idaho's nondisclosure law, she was not confident that we were getting accurate
data regarding commercial properties.

Slide six of Attachment 1 discussed various myths and facts related to who paid,
who spent, how significant property tax revenue was, and what happened when
existing values increased. Ms. Ireland stated that increases in the value of property
did not precipitate additional budget capacity for a taxing district.



DISCUSSION:

PRESENTATION:

DISCUSSION:

PRESENTATION:

Senator Grow asked whether Ms. Ireland had stated that local budgets were not
what caused a tax increase. Ms. Ireland explained that taxing districts had several
avenues by which they could increase their revenue. Budgets could, by statute,
only increase by three percent over and above the highest of the previous three
years. This percentage was based on an integer that would represent the new
construction in a district, some annexation, any allowance for dissolving urban
renewal Revenue Allocation Areas (RAA), and any foregone they had reserved.
Foregone was the unrealized budget capacity that was legally available to each
taxing district, but the district chose to take less than the eight percent cap and
reserve the remainder. If parcels were assessed at a higher rate one year over the
previous year, that did not provide budget capacity to the taxing districts.

Senator Bernt asked Ms. Ireland to define "budget capacity." Ms. Ireland defined
"budget capacity" as the difference between the base budget and the ability to
increase the budget.

Senator Cook asked whether it was backwards that counties created a budget
and then determined how much money they had. Ms. Ireland explained that
counties established an annual budget, then subtracted available revenue in order
to determine the amount to levy. This was separate from value.

Ms. Ireland discussed slide eight of Attachment 1 relating to value and payments
for all residential property and that portion that was for primary residential or
owner occupied. Slide nine of Attachment 1 showed the value of existing primary
residential property and the rate of change in existing residential taxes from 2011
until 2022. She noted that the decrease in taxes in 2020 was due to the Cares Act
which provided money for Covid-19 relief. The ISTC put out an annual Market
Value and Property Tax Report each year that provided similar data regarding value
and taxes. Slide ten of Attachment 1 showed the property tax calculation formula.
Slide 11 of Attachment 1 illustrated the effects of changes in value on levy rates. If
the taxable value increased, the levy amount decreased. An increase in taxable
value did not increase the budgetary capacity.

Senator Trakel asked how an exemption would affect the levy rate. Ms. Ireland
explained that an exemption lowered the total taxable value within that taxing
district. Those with an exemption paid less while others paid more.

Ms. Ireland discussed limits on taxing districts to increase their budgets in slide
12 of Attachment 1. She defined a "non-exempt fund" as one that was not exempt
from statutory limits. She explained that non-exempt funds were general operations
funds of taxing districts and were limited to an increase of up to three percent over
the highest of the previous three years. New construction value and annexation
value increased budget capacity. H 389 passed in 2021 set a limit on budgetary
increases related to those items of eight percent. In addition, there was an
allowance for RAA within urban renewal districts. Once the urban renewal district
terminated that RAA could be converted to budget capacity. Previously accrued
foregone of up to one percent plus three percent for capital projects increased tax
budget limits. Many taxing districts also had statutory limits to the actual levy rate.

Slide 13 of Attachment 1 illustrated property tax budgets for 2021 through 2022
based on the factors discussed for increasing budget capacity. Slide 14 of
Attachment 1 graphed the percentage of property tax revenue allocated in 2022 to
cities, school districts, highway districts, counties, fire districts, community college
districts, cemetary districts and other areas.

SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE
Wednesday, February 15, 2023—Minutes—Page 2



DISCUSSION:

PRESENTATION:

DISCUSSION:

PRESENTATION:

DISCUSSION:

Slide 15 of Attachment 1 provided detail regarding the changes in value of primary
residential property, other residential property and commercial and residential
property for 2021 through 2022. Slide 16 of Attachment 1 illustrated the overall
property tax growth from 2004 through 2022 in counties, cities, school districts,
highway districts and other areas. Ms. Ireland explained that this included both
exempt and non-exempt funds. She noted that there was a dramatic drop in

2006 in property taxes levied by schools as a result of school maintenance and
operations having been taken out of levies and replaced by one percent of the
sales. And the amounts levied by cities and counties decreased in 2020 as a result
of the Cares Act.

Slide 17 of Attachment 1 showed the non-exempt property tax funds from 2004
through 2022. Ms. Ireland explained that schools were no longer at the top
because most school funds were voter approved. Slide 18 of Attachment 1 showed
exempt funds from schools and exempt funds from other taxing districts from 2005
through 2022. Ms. Ireland explained that school funds were exempt because they
were voter approved.

Vice Chairman Schroeder asked whether the non-school exempt funds included
revenue bonds. Ms. Ireland asked Alan Dornfest, Idaho State Tax Commission
(ITSC) Bureau Chief to respond. Alan Dornfest stated that if the revenue bonds
were not paid with property taxes, they were not included.

Ms. Ireland explained that slide 19 of Attachment 1 included graphs of
supplemental levy amounts from 1996 through 2022 and the number of counties
levying supplementals. Slide 20 of Attachment 1 demonstrated the quantity of
exempt and non-exempt tax levied by every taxing authority during 2021 and
2022. Slide 21 of Attachment 1 demonstrated who was collecting and reserving
foregone statewide.

Chairman Ricks asked whether there was a cap to the amount of foregone they
could reserve. Ms. Ireland responded that there was no cap, however, there was a
limit to the amount of foregone that could be used in a given year of one percent
plus three percent attributable to a capital project.

Ms. Ireland explained that slide 22 of Attachment 1 illustrated the amount of
property taxes collected in Idaho in comparison to neighboring states. Slide 23
of Attachment 1 was a comparison of the property tax in Idaho in comparison to
the United States.

Ms. Ireland discussed our property tax relief programs outlined on slide 24 of
Attachment 1. The circuit breaker program provided a property tax credit of up to
$1,500 for those who were over the age of 65, disabled and had income below
$32,230 for the 2022 program. Next, there was the 100 percent service connected
disabled veterans credit of $1,500 with no income limit. Finally, there was the tax
deferral program described on slide 25 of Attachment 1.

Senator Rabe asked Ms. Ireland to put together additional information regarding
how much of the increase in primary residential property taxes on slide 15 of
Attachment 1 was attributable to a shift from commercial to residential property,
new construction, school bonds and levies and other factors. Ms. Ireland said she
would be happy to provide that information. She noted that the property tax pie only
increased by three percent which was very small. It was residential that captured
the majority of the denominator calculation. Therefore, the levy rate being applied
to residential property created the variance in property tax burden.
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PRESENTATION:

DISCUSSION:

ADJOURNED:

Chairman Ricks asked Brad Smith, Chief Deputy of Ada County Assessor's Office,
if he would discuss how he calculated value and the relationship between the
different calculations by the various counties. Mr. Smith explained that by law the
value had to be market value. Twenty percent of properties had to be physically
appraised each year. They used analytical information to determine market value
for those properties not physically appraised that year. Smaller counties had less
sales data that made the determination of market value more difficult. Idaho's
non-disclosure law also made that determination more difficult. Each county
obtained their own data and used the market value in their area.

Graduation of Page Josiah Knapp. Chairman Ricks asked Mr. Knapp to share
about his experience as a Senate page and his plans for the future. Mr. Knapp
shared that he appreciated seeing government up close and personal and building
relationships with the Committee and others. He appreciated the opportunity

to work in the Senate.

Vice Chairman Schroeder asked Mr. Knapp what his favorite song was. Mr.
Knapp replied that it was previously anything by George Strait, but he had turned
the corner.

Senator Cook asked Mr. Knapp what his plans for the future were. Mr. Knapp
stated that he planned to attend the University of ldaho and ultimately practice law
in the agricultural area.

Senator Bernt told Mr. Knapp that he showed a desire and gift for public service.

Chairman Ricks presented Mr. Knapp with a letter of recommendation from him,
a letter from the Committee, and a couple of gifts in show of appreciation for Mr.
Knapp's service.

There being no further business at this time, Chairman Ricks adjourned the
Committee at 4:20 p.m.

Senator Ricks
Chair

Meg Lawless
Secretary
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AGENDA
SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE
3:00 P.M.
Room WW53
Thursday, February 16, 2023

For members of the public to observe the meeting, please click on the following link:
https://www.idahoptv.org/shows/idahoinsession/ww53/

SUBJECT DESCRIPTION PRESENTER

H 22 SALES AND USE TAX - Adds to existing law Rep. Skaug
to provide for the withholding of sales and use
tax from city and county governments in certain

instances.
MINUTES Approval of Minutes of 2-08-2023 Senator Just
APPROVAL.: Senator Cook
MINUTES Approval of Minutes of 2-9-2023 Senator Bernt
APPROVAL.: Senator Rabe

Public Testimony Will Be Taken by Registering Through the Following Link:
Register to Testify

If you have written testimony, please provide a copy to the committee secretary.

COMMITTEE MEMBERS COMMITTEE SECRETARY
Chairman Ricks Sen Bernt Meg Lawless

Vice Chairman Schroeder Sen Trakel Room: WW50

Sen Grow Sen Rabe Phone: 332-1315

Sen Cook Sen Just Email: sloc@senate.idaho.gov

Sen Adams


https://www.idahoptv.org/shows/idahoinsession/ww53/
https://legislature.idaho.gov/sessioninfo/2023/legislation/H0022
https://legislature.idaho.gov/sessioninfo/2023/standingcommittees/slgt/#hcode-tab-style2testimony-registration-remote-in-person

MINUTES

SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE

DATE:
TIME:
PLACE:

MEMBERS
PRESENT:

ABSENT/
EXCUSED:

NOTE:

CONVENED:

H 22

DISCUSSION:

MOTION:

DISCUSSION:

VOICE VOTE:

Thursday, February 16, 2023
3:00 P.M.
Room WW53

Chairman Ricks, Vice Chairman Schroeder, Senators Grow, Cook, Bernt, Trakel,
Rabe, and Just

Senator Adams

The sign-in sheet, testimonies and other related materials will be retained with
the minutes in the committee's office until the end of the session and will then be
located on file with the minutes in the Legislative Services Library.

Chairman Ricks convened the meeting of the Senate Local Government and Tax
Committee (Committee) at 3:03 p.m.

Sales and Use Tax. Senator Toews presented H 22. He stated that this bill
withheld sales and use tax revenue distributions to city or county governments that
took such actions as proclamations to refuse to enforce any felony listed in the
criminal code. He further stated that there was no adverse fiscal impact as the
resources were already in place for enforcement. Furthermore, it could result in
increased money for the general fund if the cities or counties did not comply. In
addition, the bill provided for 180 days to repeal applicable orders. The bill pertained
solely to enforcement of state felony laws and not city, county, local or federal laws.

Vice Chairman Schroeder expressed concern regarding the language, "or
similar official directive." He felt that H 22 would potentially affect the prioritization
of felonies, or an intergovernmental agreement between a city and county for
enforcement of specific felonies. Senator Toews responded that he had discussed
that change with Representative Skaug and they were willing to delete that
language.

Senator Rabe expressed concern regarding reconciling the concepts of carving
out situations where ldaho was not required to enforce federal law and sanctuary
cities. She felt we should not do one thing when interacting with the federal
government and another when interacting with our local governments. Senator
Toews responded that H 22 was not meant to deal with federal law, only state
law. Senator Rabe expressed concern regarding taking away local control and
restricting their ability to respond to local safety needs. Senator Toews stated that
the bill was meant to address the situation where a city undermined state law.

Senator Grow also expressed concern about a city inadvertantly violating this bill.
He felt that deleting the language, "or similar official directive" would help prevent
that. He asked for clarification regarding the process for repealing the decision
within 180 days. Who determined that it was a bad proclamation? Once that
determination was made, who did the city go to for remedy?

Vice Chairman Schroeder moved to send H 22 to the 14th Order of Business for
possible amendment. Senator Grow seconded the motion.

Senator Rabe indicated that she would not vote for this bill unless there were
significant changes. She was concerned that it was too heavy handed with local
governments and dictating public safety needs.

The motion to send H 22 to the 14th order passed by voice vote.



MINUTES Approval of Minutes of February 8, 2023. Senator Just moved to approve the
APPROVAL.: minutes of February 8, 2023. Senator Bernt seconded the motion. The motion to
approve the minutes of February 8, 2023 passed by voice vote.

MINUTES Approval of Minutes of February 9, 2023. Senator Bernt moved to approve the
APPROVAL: minutes of February 9, 2023. Senator Rabe seconded the motion. The motion to
approve the minutes of February 9, 2023 passed by voice vote.

ADJOURNED: There being no further business at this time, Chairman Ricks adjourned the
meeting at 3:20 p.m.

Senator Ricks Meg Lawless
Chair Secretary

SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE
Thursday, February 16, 2023—Minutes—Page 2



AGENDA
SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE
3:00 P.M.
Room WWS53
Tuesday, February 21, 2023

For members of the public to observe the meeting, please click on the following link:
https://www.idahoptv.org/shows/idahoinsession/ww53/

SUBJECT DESCRIPTION PRESENTER
MINUTES Approval of Minutes of February 14, 2023. Senator Adams
APPROVAL.: Senator Schroeder
GUBERNATORIAL Appointment of Doug Wallis to the Board of Tax Doug Wallis, Board of
APPOINTMENT:  Appeals Tax Appeals
PRESENTATION: Annexation of Property Chris Meyer, Givens
Pursley
PRESENTATION: Introduction of Senate Page Hannah Price Senator Ricks

If you have written testimony, please provide a copy to the committee secretary.

COMMITTEE MEMBERS COMMITTEE SECRETARY
Chairman Ricks Sen Bernt Meg Lawless

Vice Chairman Schroeder Sen Trakel Room: WW50

Sen Grow Sen Rabe Phone: 332-1315

Sen Cook Sen Just Email: sloc@senate.idaho.gov

Sen Adams


https://www.idahoptv.org/shows/idahoinsession/ww53/

MINUTES

SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE

DATE:
TIME:
PLACE:

MEMBERS
PRESENT:

ABSENT/
EXCUSED:

NOTE:

CONVENED:

MINUTES

APPROVAL.:

GUBERNATORIAL
APPOINTMENT:

DISCUSSION:

DISCUSSION:

PRESENTATION:

Tuesday, February 21, 2023
3:00 P.M.
Room WW53

Chairman Ricks, Vice Chairman Schroeder, Senators Grow, Cook, Adams,
Bernt, Trakel, Rabe, and Just

None

The sign-in sheet, testimonies and other related materials will be retained with
the minutes in the committee's office until the end of the session and will then be
located on file with the minutes in the Legislative Services Library.

Chairman Ricks called the meeting of the Senate Local Government and
Taxation Committee (Committee) to order at 3:05 p.m.

Senator Adams moved to approve the minutes of February 14, 2023. Vice
Chairman Schroeder seconded the motion. The motion to approve the minutes
of February 14, 2023 passed by voice vote.

Appointment of Doug Wallis to the Board of Tax Appeals. Mr. Wallis
introduced himself and shared his background and experience. He expressed
gratitude to the governor for the appointment to the Board of Tax Appeals
(BTA). His most recent experience was as Franklin County Tax Assessor. He
appreciated spending time with individuals who appealed their tax assessment
values. Mr. Wallis shared that he had also been a certified residential
appraiser. He had appreciated his time on the BTA and realized that not every
county assessor operated in the same manner regarding assessments. He
appreciated having served as administrative judge in that it provided a simple
and inexpensive process to appeal tax assessments.

Chairman Ricks asked approximately how many tax appeals the BTA heard

in a given time. Mr. Wallis deferred to Cindy Pollock, Director of the BTA, to
answer that question. She responded that while the numbers varied, the average
number of appeals per year was approximately 500 per year.

Senator Cook asked what had been his biggest challenge as a member of the
BTA. Mr. Wallis replied that there had been a learning curve as a hearing officer.
Senator Cook then asked how many people said after the hearing that it wasn't
fair. Mr. Wallis explained that during the hearing they gathered information

and rendered a decision in writing later.

Senator Adams asked when he graduated. Mr. Wallis stated that he had
graduated from BYU Provo in 1986. Senator Adams then asked what Mr. Wallis
had done between 1986 and 2008. Mr. Wallis explained that he spent some
years working with his brothers who were contractors. He had also spent time in
telecommunications as a corporate trainer.

Chairman Ricks explained that the Committee would vote on his appointment at
a future meeting and thanked Mr. Wallis for being there.

Annexation of Property. Chris Meyer gave a presentation on current
annexation law and three pieces of proposed legislation relating to annexation of
property: S 1040, S 1062, and S 1073.



DISCUSSION:

PRESENTATION:

DISCUSSION:

PRESENTATION:

DISCUSSION:

Mr. Meyer first discussed S 1062. That bill replaced Idaho Code § 50-222 which
set up a complex system of three categories of annexation as illustrated on page
82 of the Land Use Handbook (Attachment 1). S 1062 seemed to be aimed at
eliminating involuntary annexation. Involuntary annexation was constitutional,
but was rarely used. Under S 1062 there would only be involuntary annexation
upon written consent of landowners representing two thirds of the parcels and
at least 50 percent of the area to be annexed. There was an exception for
residential enclaves of 30 or fewer residential parcels that could be annexed
involuntarily. Under current Idaho Code § 50-222, an enclave of fewer than

100 residential parcels could be involuntarily annexed by the city. Mr. Meyer
described "enclave" as where perhaps there was a parcel in the middle of
annexed property. He cited a concern that under S 1062 you could not do a
simple involuntary annexation of an enclave of non-residential property, only
residential. Studies and so forth would be required. Under existing law the city
couldn't do a category A annexation of non-residential property, but could do a
category B or C annexation.

Vice Chairman Schroeder asked whether implied consent was retained in S
1062. Mr. Meyer replied that implied consent had not been retained. Written
consent was required. He explained that existing legislation defined consent in
2 ways. Under category A annexation, voluntary annexation, consent meant
written consent of the landowner. If the landowner recorded the written consent,
it was binding on future owners. Under categories B and C in existing law there
was implied consent, for example, if the landowner requested city water or sewer.

Mr. Meyer stated that S 1062 did not address or change existing law regarding
overlapping Areas of Impact (AOIl) or answer the question of whether one city
could annex not just into its own AOI, but into another city's AOI under a voluntary
annexation. S 1073 sought to find a compromise to that question. S 1062 did not
address that question. That bill eliminated categories A, B, and C and stated that
it was permissible for a city to voluntarily annex beyond its area of impact.

S 1073 required cities to analyze their AOIs and bring them to within two miles
of their geographical boundaries by July 1, 2024. Within five years a city was
required to trim its AOI to within one mile beyond its geographical borders.
Thereafter, a city was required to reevaluate its AOI at least once every five
years. If a city failed to evaluate its AOI within five years, another city could take
that AOI. A city's AOI may not overlap with another's. Under S 1073 the county
was responsible for the process and resolved any conflict between cities. It
eliminated judicial review except where the county's decision was arbitrary and
capricious and did not follow the notice and hearing requirements. In that case
the court could remand the case to the county to comply with all requirements or
the court could determine the AOI itself.

Vice Chairman Schroeder asked whether a city without competing infrastructure
or growth on its periphery was still required to evaluate its AOI every five years.
Mr. Meyer responded that they would be.

Mr. Meyer next discussed S 1040. That bill added to existing language in Idaho
Code § 50-222. "Where all landowners have consented, may extend beyond
the city AOI" additional language, "into and." Mr. Meyer stated that what he felt
the sponsor had intended to say was that a city could extend into another city's
AOI, however, he did not feel that was what it stated.

Vice Chairman Schroeder asked Mr. Meyer to discuss S 1062 and Idaho Code
§ 50-222(6) and whether, if a landowner requested a voluntary annexation and
had met the requirements specified under subsections (3), (5)(a) or (5)(b), the
city was required to annex that property. Mr. Meyer explained that because of
the language, "and the city agrees," the city retained its discretion.
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PRESENTATION:

ADJOURNED:

Chairman Ricks asked whether, if the Committee passed S 1073 or S 1040 and
S 1062, that would create a conflict. Mr. Meyer responded that one approach
was to pass S 1073 and proceed slowly with 8 1062 which did address important
concepts such as implied consent. He expressed concern, however, regarding
eliminating Idaho Code § 50-222.

Vice Chairman Schroeder inquired about whether the county or city controlled
zoning and so forth. Mr. Meyer replied that under existing law there was
negotiation between the city and county. Under S 1073 the county had control.

Introduction of Senate Page Hannah Price. Chairman Ricks welcomed Ms.
Price and asked her to introduce herself and tell the Committee about herself.
Ms. Price stated that she was from Boise and attended Capital High School.
After graduation she planned to go on an LDS mission and then pursue a degree
in pre-law, philosophy, and religion at Idaho State University.

Senator Cook asked what made her interested in being a Senate Page. Ms.
Price explained that she had four older brothers who were a Page and her
parents encouraged her to do it.

Chairman Ricks asked whether she had any expectations based on her
brothers' experiences as a Page. Ms. Price replied that she wanted to learn as
much as possible about how government worked.

Chairman Ricks thanked Ms. Price for her willingness to serve.

There being no further business, Chairman Ricks adjourned the meeting at
4:29 p.m.

Senator Ricks
Chair

Meg Lawless
Secretary
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WOW/

BraD LITTLE
GOVERNOR

February 9, 2023

The Honorable Scott Bedke
President of the Senate
Idaho State Senate
Statehouse Mail

Dear Mr. President,

I have the honor to inform you that Doug Wallis of Preston, ID was appointed to the Board of
Tax Appeals to serve a term commencing July 20, 2022 and expiring June 30, 2025.

This appointment is subject to confirmation by the Senate, and notice of appointment is hereby
given.

Brad Little
Governor

BL/tf

State CaprroL © Boisg, IpaHo 83720 © (208) 334-2100



OFFICE OF THE GOVERNOR

(Send To: Office of the Governor, P.O. Box 83 720, Boise, ID 83720)

BOARD MEMBER DATA SHEET

—r:l;w: Dloug WaTIS - -:erm F:m: 7/52022-;:: 6/30/2025
Appointed To: Board of Tax Appeals
Established By |.C. 63-3801 succeeding: David Kinghorn
PERSONAL INFORMATION
Gender: (OFemale  (9)Male Date of Birth: i} / 22 /190 %
Political Affiliation Required: (_)Yes(O)No  Political Affiliation: . o L] cain
Marital Status: ()Single  (¢)Married Spouse's Name: | €Y\.ﬂ fev Wallis

Address: l:') 537 E Sudal Creele Rd
w
Email: |y s \lisHl ¢ ‘\fJJf)DDa {om

City: Preston State: | D Zip: 4320% County: Ty e\

Phone: (20{5,455'1_;%._“ Fax: Cell Phone: U7 - 232 -1247)

EMPLOYMENT INFORMATION
Employer: F -k lih  (own Hy Occupation: (o~ hy Assessnir
N S

Address: b | ‘\IJ Oneida

City: Preston State: | Zip: 323

Phone: 04 -457-104] Fax: County: rgnlelin

Are you presently employed by the State of Idaho? OYes @No

If yes, Agency name: Original date of employment: 7|/ ) O | ’)
Important Note: Official Conduct. Itis your responsibility to familiarize yourself with the applicable statutes and regulations

governing official conduct generally and the duties and responsibilities of your particular office. It is unlawful to use public office for
private gain, and to enter into contracts or otherwise to do business in an individual capacity with state agencies that you govern.
Some restrictions also apply to doing business with agencies other than your cwn. You must avoid actual conflicts of interest in
carrying out your official duties, and should also avoid creating even an appearance of such a conflict. If you have any questions in
this regard, please contact your agency personnel or the Office of the Governor.

| have read and agree to abide by the above rules for Official Conduct.

Signed: M\‘ba}\l«;\ Date: | \2\ k 272




OFFICIAL OATH

| do solemnly swear (or affirm, as the case may be) that | will support the Constitution of the

United States, and the Constitution of the State of Idaho, and that | will faithfully discharge the

duties of (insert office)

Board of Tax Appeals

\ st Dudbia

Subscribed and sworn to before me this Q \ day of \J W J:Hll — ;}4.:9\

according to the best of my ability.

ﬁ\lfu o Ui

MELANIE OLSEN Notary Public for the State of Idaho

COMMISSION NO. 68583
NOTARY PUBLIC
STATE OF IDAHO

|D- Y- 2

T

MY COMMISSION EXPIRES 10/04/22

B O o &

Commission Expires

Rev. 08/2000



Application for Appointment

Return all information to: To mail, send to:  Office of the Govemnor

E-MAIL PREFERRED Attn: Boards & Commissions
E-mail completed application and materials to: Tamera.Felter@gov.idaho.gov gg;%sgggo
Personal Information -
Title  First Middle Last Fivate  DFemale
. E-mail Address

Doug M Wallis dwallis41@yahoo.com
Street City State Zip Phone (208) 852-2347
5537 E Sugar Creek RD  Preston ID 83263 [wobitc |(435) 232-1297
Are you a current resident of the State of Idaho? Flyes [N
Interests
On which Department or Agency would you like to serve? Political Party (If Required)

Idaho Board of Tax Appeals Republican

What position would you like to apply for, and why would you like to serve in this capacity?
Board member

Are you a current State Employee? [ Jves  [®JNo

If so, what is your job position?

How many years have you worked for the State of Idaho? (1f applicable)

How did you learn of this position?
Cindy Pollock contacted me and invited me to apply. Kathlynn Ireland, who is associated with the

Idaho State Tax Commission, recommended me to her for the position.

List all past boards, commissions, and councils on which you have served, as well as political appointments you have received.
Chair, Education Committee, Idaho Association of County Assessors

President, Rotary Club of Preston, ldaho

Franklin County Assessor

Please list your last three employers and dates worked, if not included on attached resume.

The information set forth above in my application is true to the best of my knowledge. False
statements on this application shall be sufficient cause for non-consideration or dismissal after

appointment,

RN 06/14/2022

X Signature Date

Except for yourhame, this application will only be released in response to a public records request upon your wrilten consent.



T I

. Authorization for Background Check

r’:
T

Public positions and appointments require a higher degree of scrutiny, so a background check may be required for your
appointment by the Governor. The information provided will be confidential pursuant to state and federal law.

Personal Sex

Title  First Middle Last

Alias Names (include maiden and married names) Date of Birth
04/23/1963

Board Applied For Driver's License Number Other ID

|daho Board of Tax Appeals |[UG263503E

Address (please include previous 5 years)

Current Address City State Zip

5537 E Sugar Creek RD Preston ID 83263

Alternate Address City State Zip

Previous Address City State Zip

Conflicts of Interest
Please list ANY possible conflicts — perceived or actual — that you have related to this position. That includes any business

relationship, dealing or financial transaction that may create an appearance of impropriety or conflict of interest with the position for
which you were nominated, whether your own or through a client or relative. It also includes situations in which a family member or
client has any direct or indirect financial or personal interest — except as a consumer — in a business, investment, property holding or

employment that could have dealings with the position you are seeking. Please provide details.

| am currently serving as county assessor. My term will end in January 2023.

Criminal
Please list ANY criminal offenses, including felonies, misdemeanors, or infractions for which you have been convicted, pled guilty,

or received a withheld judgment within your lifetime.
Approximate Date City, State Offense or Violation

The information set forth above in my application is true 10 the best of my knowledge. False statements or
omitting any information on this application shall be sufficient cause for non-consideration or dismissal after

appointment.

[ hereby authorize investigation, without liability, of the information supplied by me in this application and other
information, including but not limited fo: academic / educational records, occupational history, criminal history,

credit records, and government records.

N g Dkl 06/14/2022

7\ Signature Date

Except for your name, this application will only be released in response lo a public records request upon your written consent.



GUBERNATORIAL APPOINTMENT
CONFIRMATION INFORMATION FORM
IDAHO SENATE

Confirmation is a process by which the Idaho Senate reviews and consents to the
Governor’s nominations of certain appointed executive offices. The Idaho Senate’s
authority to conduct confirmations is found in Article IV, section 6 of the Constitution of
the State of Idaho and in state code. This constitutional and statutory joint action of the
executive and the legislative branches functions as an essential part of the “checks and
balances” system of our tripartite, republican form of government. In furtherance of the
Senate’s responsibility in consenting to executive appointments, and so that the Senators
can fairly and consistently conduct a review of proposed appointments, please provide
responses to the following and return the completed form to the committee. You are
strongly encouraged to attach a current resume or biography.

Governor Little desires the best possible candidates for boards and commissions.
Disclosing a conflict or potential conflict is important. Having a conflict will not
necessarily eliminate you from consideration. Failure to disclose a conflict or potential
conflict can result in a rescission of your appointment or preclude consideration of your
nomination by the Idaho Senate. Acknowledging a conflict d o es not waive any future

requirement to state a conflict.
Name of Nominee: Do wo Wal T
~
Position Nominated for:_ B0 acd 0F Tax Agpeals

GENERAL

1. Have you ever been elected or appointed to any office in this state? If yes, state the
office, title, date of election or appointment, and level of government:

\‘Lpg, AsSe ssor o ) ut\uj 2017, Hranklvm Catmfj

2. If this is a re-appointment to a board, commission or other position on which you
currently serve:

a. How frequently were meetings scheduled?

b. To the extent you are able, list any regularly scheduled meeting that you
missed during the last two years and the reason(s) for your absence(s):

Gubernatorial Appoint Confirmation Information Form

1
12/17/2015



GUBERNATORIAL APPOINTMENT
CONFIRMATION INFORMATION FORM
IDAHO SENATE

QUALIFICATIONS
3. Although it may or may not be required for this appointment, describe:

a. Any degree, professional certification, or designation you have received
related to the subject matter of this appointment:

Aol Estwe License, Washingion Stake 1464
B A. Indeynahinel elatipns , BIW 198 &
Cﬂ\’%’i‘-ﬁ% Aporoiser . SJO0\E

b. Any work or personal experience you have in the subject area of concern to
the position to which you have been nominated:

Cowntd Assessoe 21T do  Present
?\"O{}‘f “n /"\z‘»mc}mr} MNoaheastern  Services  Q008- 201l
C-'a"‘v}o Oyadr Traner. S'?rm\q:f TS m-lru-}— 1499 2005

BACKGROUND

4. Has any court, administrative agency, regulatory body, professional association,
disciplinary committee, or other professional group found that you committed a
breach of ethics, participated in unlawful discrimination, or participated in any
unprofessional conduct? If yes, please explain.

Ne¢

5. Have you ever been found guilty of, pled guilty to, or received a withheld judgment
for a felony violation of any federal or state law? If yes, please state the details and

dates.

N O

6. Within the last five (5) years, have you been found guilty of, pled guilty to, or
received a withheld judgment for a misdemeanor violation of any federal, state,
county, or local law, regulation, or ordinance resulting in a jail sentence (actual or
suspended) or fine in excess of $5007? If yes, please state the details and dates.

rbo

7. Are you now under charges for any violation of law? If yes, please state the details.

No

Gubernatorial Appoint Confirmation Information Form

2
12/17/2015



GUBERNATORIAL APPOINTMENT
CONFIRMATION INFORMATION FORM
IDAHO SENATE

L F REST

8. Are you, or have you been, a registered lobbyist in the state of Idaho? If yes, please
state details and date.

N

9. In the last five years, have you had any business relationship, dealing or financial
transaction, whether for yourself or on behalf of a client or family member, which
you believe may constitute an appearance of impropriety or conflict of interest with
the position to which you have been nominated? If yes, please explain.

NoO

10. Do you, a family member or a client have any direct or indirect financial or personal
interest (such as business or financial investments, property holdings, or
employment), except as a consumer, in the subject area of concem to the position to
which you have been nominated? If the answer is “yes”, please state the details and
explain how do you expect to handle it when (and if) those conflicts arise?

No

CAL 1

11. Ifit is a statutory precondition of this appointment, please identify any political
party that you are now or have been affiliated with.

Kx?,p ub Liean

Ngua ol 2l

Signature)) Date

Gubernatorial Appoint Confirmation Information Form

12/17/2015



(435) 232-1297
dwallis41@yahoo.com

DOUG WALLIS

SKILLS

Certified Appraiser. Corporate Trainer.

EXPERIENCE

Franklin County, Preston, ID — County Assessor
July 2017 - PRESENT

e Responsible for the valuation of all real property and personal property
for tax purposes.

e Oversse titlinrg and registration in the Department of Motor Vehicles.

o Administered Property Tax Reduction for senior citizens, veterans and
people with disablities.

e Defend accuracy of assessments when challenged

Educational Testing Services — Scoring Leader
March 2016 - July 2017

e Scored SAT essays for college-bound students.
e Led a remote team of raters in scoring SAT essays.

North Eastern Services, Logan, UT — Program Specialist
February 2008 - February 2015

e« Managed a staff of house managers in the care of adults and children with
develeopmental and behavioral disabilities.
e Responsible for the medical and psychiatric care of our clients.

EDUCATION

Brigham Young University, Provo, UT — B.A. International
Relations

Took courses in pre-law, languages and business. Graduated in three years

COMMUNITY SERVICE

President of Rotary Club of Preston, Boy Scout leader for 7 years.



AGENDA
SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE
3:00 P.M.
Room WW53
Wednesday, February 22, 2023

For members of the public to observe the meeting, please click on the following link:
https://www.idahoptv.org/shows/idahoinsession/ww53/

SUBJECT DESCRIPTION PRESENTER

S 1055 EDUCATION - Amends existing law to revise Brian Stutzman
provisions regarding levies.

H 89 CITY COUNCILS - Amends existing law to Rep. Cheatum

revise provisions regarding the filling of a
vacancy on a council and to provide for the filling
of a vacancy in certain instances.

H 99 SALES TAX - Amends existing law to revise a  Rep. Durrant
provision regarding the distribution of sales tax
to certain special purpose taxing districts.

H 106 PROHIBITIONS ON UTILITY CONNECTIONS - Rep. Dixon (1)
Adds to existing law to prohibit any type of local
government entity from restricting certain types
of utility connections.

Public Testimony Will Be Taken by Registering Through the Following Link:
Register to Testify

If you have written testimony, please provide a copy to the committee secretary.

COMMITTEE MEMBERS COMMITTEE SECRETARY
Chairman Ricks Sen Bernt Meg Lawless

Vice Chairman Schroeder Sen Trakel Room: WW50

Sen Grow Sen Rabe Phone: 332-1315

Sen Cook Sen Just Email: sloc@senate.idaho.gov

Sen Adams


https://www.idahoptv.org/shows/idahoinsession/ww53/
https://legislature.idaho.gov/sessioninfo/2023/legislation/S1055
https://legislature.idaho.gov/sessioninfo/2023/legislation/H0089
https://legislature.idaho.gov/sessioninfo/2023/legislation/H0099
https://legislature.idaho.gov/sessioninfo/2023/legislation/H0106
https://legislature.idaho.gov/sessioninfo/2023/standingcommittees/slgt/#hcode-tab-style2testimony-registration-remote-in-person

MINUTES

SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE

DATE:
TIME:
PLACE:

MEMBERS
PRESENT:

ABSENT/
EXCUSED:

NOTE:

CONVENED:

PASSED THE

GAVEL:
S 1055

TESTIMONY:

DISCUSSION:

Wednesday, February 22, 2023
3:00 P.M.
Room WW53

Chairman Ricks, Vice Chairman Schroeder, Senators Grow, Cook, Adams, Bernt,
Trakel, Rabe, and Just

None

The sign-in sheet, testimonies and other related materials will be retained with
the minutes in the committee's office until the end of the session and will then be
located on file with the minutes in the Legislative Services Library.

Chairman Ricks convened the meeting of the Senate Local Government and
Taxation Committee (Committee) at 3:04 p.m.

Chairman Ricks passed the gavel to Vice Chairman Schroeder.

Education. Chairman Ricks explained that this bill reduced the maximum amount
of school bond payments a school board could levy in one year from 21 months

to 14 months. He further stated that allowing 21 months of payments in one year
resulted in 75 percent more income than was necessary for an annual bond
payment and reduced that to 16.7 percent. He yielded his time to Brian Stutzman.

Brian Stutzman expressed concern that under current Idaho law school districts
could collect up to 21 months of property tax payments toward a levy in 12 months.
This resulted in school districts collecting more than was required to make bond
payments. He explained that S 1055 reduced that to 14 months and reduced
property taxes. Page one of (Attachment 1) illustrated the levy amount of $3 million
required to make the minimum of 12 payments in one year and the levy amount of
$14 million required to make the maximum of 21 payments in a year. Page two of
Attachment 1 showed the levy amount of .0018 percent with the minimum of 12
months of payments in one year and .0036 percent with the maximum of 21 months
of payments in one year as permitted under current law.

Senator Cook asked Mr. Stutzman to further explain the purpose of S 1055 and
what it did. Mr. Stutzman explained that current law allowed school districts to
charge taxpayers based on a minimum of 12 months of bond payments up to 21
months of payments in one year, more than needed to make bond payments. The
Idaho Falls School District 91 collected over $8 million above what was required to
make annual bond payments. The school district put the excess funds in a separate
bank account (Attachment 2).

Senator Bernt asked what this separate bank account was used for. Mr. Stutzman
explained that the school board voted and the money was put in a bond savings
account. That account could only be used to redeem bonds early when terms
allowed.



TESTIMONY:

DISCUSSION:

TESTIMONY:

TESTIMONY:

DISCUSSION:

TESTIMONY:

TESTIMONY:

Angela Pendlebury, CFO for Idaho Falls School District 91, stated that the levy rate
was set by statute and only included payments due, so there was no way to over
collect. The levy rate was calculated based on the payments coming due within the
next year, in the next 21 month cycle. The levy amount was based on a projection
of the tax base which was based on the value of homes for the next 21 months. The
district might decide to refinance a debt if interest rates dropped and pay off a bond
early. The Idaho Falls school district saved $6.7 million by refinancing their debt.

Senator Cook asked whether they could have saved that amount under S 1055.
Ms. Pendlebury responded that it probably would not have affected their lowering
the interest rate because they would still be permitted to do that. Her concern was
that shortening the length of time would decrease their ability to show that they
could pay their debt and, thereby, decrease their credit rating resulting in higher
interest rates.

Senator Grow asked Ms. Pendlebury to explain the adverse affects of reducing
the number of bond payments they could levy in one year from 21 to 14. Ms.
Pendlebury explained that, first, it would decrease their credit rating. Second, it
would make it more difficult to make projections and ensure their ability to make
payments during the ups and downs in the economy.

Blake Snedaker, business manager for the Madison School District, spoke in
opposition to S 1055. He expressed concern with the fact that the fiscal year
began on July 1, but the district didn't begin receiving property tax payments until
December. S 1055 reduced the amount of months of payments due they could
collect in one year and made it more difficult for them to make bond payments
due before December.

Andy Grover, Director of the Idaho Association of School Administrators, spoke in
opposition to S 1055. He explained that if there were excess funds at the end of the
year the school board could opt for a short term reduction of property taxes or do

a defeasance that resulted in less short term reduction in property taxes, but an
increase in total property tax reduction spread out over a longer term.

Senator Cook asked Mr. Grover to explain the difference between a redemption
and defeasance. Mr. Grover explained that a redemption was payment of a bond
during the last year. Under defeasance the money was put in an escrow account to
pay off the bond at year 20 because you couldn't pay it off early under the terms
of the bond.

Senator Grow asked whether his understanding was correct that a school district
could accumulate funds and keep the levy rate the same rather than reduce the levy
rate even though there was population growth that further increased their funds. Mr.
Grover affirmed that Senator Grow's understanding was correct. Senator Grow
asked Kelley Packer to discuss how cities determined the levy rate.

Kelley Packer, Director of the Idaho Association of Cities, explained that cities set
their budgets, determined values and then determined the levy rate.

Mr. Grover stated that the choice for a school board was whether to reduce
property taxes for the short term or whether to have a smaller amount of property
tax relief each year, but more over an extended period of time.

SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE
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TESTIMONY:

DISCUSSION:

TESTIMONY:

DISCUSSION:

Nick Miller of Hawley Troxell law firm explained that the use of reserve funds, as
discussed by Ms. Pendlebury, to enhance your bond rating was common. S 1055
eliminated the school's discretion and dictated that they could only collect up to 14
months of bond payments in one year. He also noted the difference in fiscal years
as discussed by Mr. Snedaker. The effect of S 1055 on the Shelley School District
had it been in effect in 2022 would have been prevention from certifying bond
payments in June 2022 because they had sufficient funds to make payments for
the next 12 months. However, the next year, when the September 2023 payment
came due, they would not have had sufficient funds to make the bond payment and
would have had to borrow from the general fund and levy more the following year
to repay the general fund. That could decrease their ratings with bond agencies
(Attachment 3).

Mr. Miller also noted the disconnect between thinking of this issue in terms of
percentages, the percentage of total debt service a school district could have in
reserve, and the number of months of payment due a district could collect in one
year under S 1055.

Senator Grow asked whether districts would be adversely affected under S 1055
during that first year of reducing the amount of payments they could collect from 21
to 14, and whether the effect would be flat the second year. Mr. Miller responded
that he wasn't certain. The district would have to forecast the levy amount in June,
more than 14 months before the September payment of the following year was due.
In addition, the district would be required to subtract any amount of bond funds from
what they certified. The district would have certified 21 months the previous year.

Vice Chairman Schroeder asked what number of months of payments due
districts could collect in one year he would suggest. Mr. Miller responded that 16
months would, "do no harm," but stated that would not address the policy issue of
whether school districts should have a reserve of 16 months.

Chairman Ricks stated that Idaho gave more flexibility to school districts with
respect to levies than most states. He expressed concern that no one was providing
oversight regarding how much school districts were collecting. S 1055 reduced the
amount of reserve the school districts could collect in one year to 16.7 percent. The
difference in fiscal years should not be a concern after the first year. In response
to concerns regarding increased rates, Chairman Ricks noted that the bond levy
equalization fund paid some of the interest on bonds.

Senator Grow asked what the savings to taxpayers would be under S 1055. Would
the savings occur during the first year and then the levy amount be level thereafter.
Chairman Ricks confirmed that was correct.

Senator Rabe asked for clarification on her understanding that under S 1055
school districts could create a short term savings for taxpayers, but would not
have the flexibility to provide more savings over the 20-year period of the bond.
Chairman Ricks stated that was correct. Senator Rabe noted that she had heard
testimony that under current law allowing school districts to charge 21 months of
bond payments in one year they had saved $28 million. She asked whether the
school districts would lose that ability under S 1055. Chairman Ricks explained
that the state bond levy equalization fund paid a portion of the interest so they were
not saving the local governments interest. In addition, the school district could
refinance if interest rates went down, go out for a new bond or utilize other options
to save money. Senator Rabe stated that it was her understanding that a bond
could only be refinanced once and asked whether that affected Chairman Ricks'
calculations. Chairman Ricks replied that it did not.

SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE
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MOTION:

SUBSTITUTE
MOTION:

PASSED THE
GAVEL.:

H 89

DISCUSSION:

MOTION:

H 99

DISCUSSION:

Senator Cook asked whether he would consider an 18 month limit on the number
of payments the school district could levy in one year. Chairman Ricks responded
that he felt that 18 months was too long and stated that other states without

this flexibility continued to obtain bonds and maintained good bond ratings. He
explained that the defeasance process did not pay off the bond. The bond was sold
and the school district continued to service that debt for the remainder of the term.

Senator Rabe suggested they step back, spend a year and track the movement
of property tax funds. Chairman Ricks responded that he felt this legislation was
needed now and that he was not aware of any school district defaulting on a bond.

Senator Trakel asked whether S 1055 provided tax relief. Chairman Ricks replied
that it provided tax relief as soon as next year.

Senator Grow suggested increasing the number of months from 14 to 15 or 16
might be a middle of the road approach.

Senator Trakel moved to send S 1055 to the floor without recommendation.

Senator Grow made a substitute motion to send S 1055 to the 14th order of
business for possible amendment. Senator Cook seconded the motion. The
motion to send S 1055 to the 14th order of business for possible amendment
passed by voice vote.

Vice Chairman Schroeder passed the gavel back to Chairman Ricks.

City Councils. Representative Cheatum presented H 89. He explained that this
bill was in response to a situation in Pocatello where three city council members
resigned leaving them without a quorum to confirm the mayor's appointments of
replacements. This left Pocatello without the ability to pay bills or do other city
business. Pursuant to Idaho Code § 59-912, the mayor nominated replacements
and they were appointed by the governor. H 89 established a process whereby
the mayor nominated a candidate. If the position of mayor was vacant, the city
council president nominated the candidate. If both the mayor and city council
president positions were vacant, the most senior city council member nominated a
replacement. The nomination was then confirmed by the council. Finally, if there
was not a quorum of the city council, the ranking elected official in order of the
mayor, council president, senior member of the council, would nominate a candidate
or candidates sufficient to establish a quorum for appointment by the governor.

Chairman Ricks asked for clarification that this bill only addressed city council
vacancies. Representative Cheatum replied that was correct.

Senator Rabe asked whether the cities supported this bill. Representative
Cheatum stated that they did.

Senator Cook moved to send H 89 to the floor with a do pass recommendation.
Vice Chairman Schroeder seconded the motion. The motion to send H 89 to the
floor with a do pass recommendation passed by voice vote.

Sales Tax. Representative Durrant presented H 99. Representative Durrant
stated that H 99 pertained solely to revenue sharing with special purpose taxing
districts and did not affect revenue sharing with cities or counties. She explained
that currently property tax information was gathered on the fourth Monday in
October and the sales tax distribution was calculated on October 31 of each year.
This resulted in errors in calculation of foregone and other errors. H 99 extended
the date for calculation of sales tax distribution to January 31 of the following year.
The distribution on October 31 would be based on the previous year's information.

Senator Grow asked whether the Idaho State Tax Commission had been consulted
on this bill. Senator Durrant responded that this was an agency bill.

SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE
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MOTION:

H 106

ADJOURNED:

Vice Chairman Schroeder moved to send H 99 to the floor with a do pass
recommendation. Senator Rabe seconded the motion. The motion to send H 99 to
the floor with a do pass recommendation passed by voice vote.

Prohibitions on Utility Connections. Chairman Ricks postponed consideration
of H 106 to a date to be determined.

There being no further business at this time, Chairman Ricks adjourned the
meeting at 4:50 p.m.

Senator Ricks
Chair

Meg Lawless
Secretary

SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE
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2) Other State Statutes
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Bond Levy Reserve Provisions in Other States

Nevada
e NRS 350.020 (5)

At the time of issuance of bonds authorized pursuant to subsection 4, the board of trustees
shall establish a reserve account in its debt service fund for payment of the outstanding bonds of
the school district. The reserve account must be established and maintained in an amount at least
equal to the lesser of:

* (a) For a school district located in a county whose population is 100,000
or more, 25 percent; and

» (b) For a school district located in a county whose population is less than
100,000, 50 percent, of the amount of principal and interest payments due
on all of the outstanding bonds of the school district in the next fiscal year
or 10 percent of the outstanding principal amount of the outstanding bonds
of the school district.

Colorado
Colo. Rev. Stat. § 22-42-117

e (2) The board of education has authority to include in each amount certified for said bond
redemption fund an amount to create a reserve for the redemption of bonds in future
years prior to their maturities, for the payment of bonds in future years either prior
to or at their maturities, or for purchasing at a discount and cancellation any bond on
which the interest is being paid for the current district debt service mill levy; but said
reserve shall be restricted to the subsidiary account in the bond redemption fund for
which said tax levy was made.

46270,0003.15444299.2
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DATE:
TIME:
PLACE:
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ABSENT/
EXCUSED:

NOTE:

CONVENED:

H 80

DISCUSSION:

MOTION:

GUBERNATORIAL
APPOINTMENT

VOTE:

ADJOURNED:

Thursday, February 23, 2023
3:00 P.M.
Room WW53

Chairman Ricks, Vice Chairman Schroeder, Senators Grow, Cook, Bernt, Rabe,
and Just

Senators Adams and Trakel

The sign-in sheet, testimonies and other related materials will be retained with
the minutes in the committee's office until the end of the session and will then be
located on file with the minutes in the Legislative Services Library.

Chairman Ricks convened the meeting of the Senate Local Government and
Taxation Committee (Committee) at 3:02 p.m.

Representative Manwaring presented H 80. He stated that this bill dealt with
evidence of taxpayer expenditures. It was to clean up H 217 passed two years
ago. H 217 established a presumption that a taxpayer could use a bank or credit
card statement as evidence of an expenditure for purposes of a deduction

or credit on his or her income taxes. H 80 provided that, absent clear and
convincing evidence of fraud, a bank or credit card statement was conclusive
evidence of an expenditure for purposes of a tax deduction or tax credit.

Chairman Ricks asked for clarification as to whether the original plan was the
same, but merely reworded. Representative Manwaring explained that H
80 changed the legal burden of proof. A bank or credit card statement was
presumed to be evidence of an expenditure for purposes of a tax deduction or
credit, absent clear and convincing evidence of fraud.

Vice Chairman Schroeder asked Representative Manwaring to discuss
whether an itemization on your credit card or bank statement would be required.
Representative Marwaring responded that without an itemization, the credit or
deduction could be subject to challenge.

Senator Grow moved to send H 80 to the floor with a do pass recommendation.
Senator Schroeder seconded the motion. The motion to send H 80 to the floor
with a do pass recommendation passed by voice vote.

Gubernatorial Appointment of Doug Wallis to the Board of Tax Appeals.
Senator Cook moved to send the gubernatorial appointment of Doug Wallis

to the Board of Tax Appeals to the floor with a recommendation that he be
confirmed by the Senate. Senator Rabe seconded the motion. The motion to
send the gubernatorial appointment of Doug Wallis to the Board of Tax Appeals
to the floor with a recommendation that he be confirmed by the Senate passed
by voice vote.

There being no further business at this time, Chairman Ricks adjourned the
meeting at 3:15 p.m.

Senator Ricks
Chair

Meg Lawless
Secretary
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MINUTES Approval of Minutes of February 15, 2023 Senator Trakel
APPROVAL.: Senator Just
MINUTES Approval of Minutes of February 16, 2023 Senator Cook
APPROVAL: Senator Bernt

H 59 INCOME TAXES - Amends existing law to revise Rep. Ehlers
a provision regarding the income tax credit for
capital investment.

H 51 PROPERTY VALUATION NOTICES - Amends  Rep. Blanksma
existing law to require that certain information be Senator Bernt
provided on all property valuation assessment
notices.

H 135 PROPERTY TAXES - Amends House Bill 51 to Rep. Blanksma
provide an effective date of January 1, 2024. Senator Bernt

S 1114 DEVELOPMENT IMPACT FEES - Amends Senator Schroeder
existing law to revise provisions regarding a Sarah Bettweiser

development impact fee advisory committee
and to provide for a development impact fee
advisory committee for Intergovernmental
agreements between governmental entities and

certain districts.

Public Testimony Will Be Taken by Registering Through the Following Link:

Register to Testify

If you have written testimony, please provide a copy to the committee secretary.

COMMITTEE MEMBERS

Chairman Ricks

Vice Chairman Schroeder

Sen Grow
Sen Cook
Sen Adams

Sen Bernt
Sen Trakel
Sen Rabe
Sen Just

COMMITTEE SECRETARY

Meg Lawless

Room: WW50

Phone: 332-1315
Email: sloc@senate.idaho.gov
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Chairman Ricks, Vice Chairman Schroeder, Senators Cook, Adams, Bernt, Trakel,
Rabe, and Just

Senator Grow

The sign-in sheet, testimonies and other related materials will be retained with
the minutes in the committee's office until the end of the session and will then be
located on file with the minutes in the Legislative Services Library.

Chairman Ricks convened the meeting of the Senate Local Government and
Taxation Committee (Committee) at 3:17 p.m.

Approval of Minutes of February 15, 2023. Senator Trakel moved to approve
the minutes of February 15, 2023. Senator Just seconded the motion. The motion
to approve the minutes of February 15, 2023 passed by voice vote.

Approval of Minutes of February 16, 2023. Senator Cook moved to approve the
minutes of February 16, 2023. Senator Bernt seconded the motion. The motion to
approve the minutes of February 16, 2023 passed by voice vote.

Income Taxes. Representative Ehlers presented H 59. Representative Ehlers
explained that the ldaho Investment Tax Credit (ITC) was a tax credit for new
properties that businesses purchased. Some of the equipment purchased was
mobile property which he defined as property used both inside and outside of
Idaho. The tax credit was pro-rated since mobile property was not used in Idaho
100 percent of the time. Representative Ehlers further explained that there were
two ways to calculate the pro-rated tax credit. Under the pro-rated method a
pro-rated tax credit was allowed if the property was placed in service within the
last 90 days prior to year end. This was based on number of miles driven, hours
used or other use during the first 90 days of service, even if that extended into the
following year. The property factor method allowed the full tax credit if the property
was placed in service within the last 90 days of the year. H 59 made the pro-rated
calculation consistent between the two methods by adding the 90 day provision
to the property factor method.

Senator Just asked how this provision compared to other states and whether there
were any concerns regarding double dipping. Representative Ehlers responded
that he was not familiar with the tax policies of other states and suggested that the
Committee consider what was best for Idaho.

Chairman Ricks asked whether the Idaho State Tax Commission (ISTC) was
concerned. Representative Ehlers explained that ISTC brought this to his
attention and provided their data for the fiscal note.

Vice Chairman Schroeder moved to send H 59 to the floor with a do pass
recommendation. Senator Trakel seconded the motion. The motion to send H 59
to the floor with a do pass recommendation passed by voice vote.



H 51

DISCUSSION:

TESTIMONY:

DISCUSSION:

MOTION:

H 135

DISCUSSION:

MOTION:

S 1114

Property Valuation Notices. Senator Bernt presented H 51. He explained that
this bill required the ISTC to create a universal tax assessment notice that county
assessors sent to taxpayers. The notice included market value of the taxpayer's
property, an itemization of property taxes by each taxing district, percentage of
increase or decrease over the previous two years, the date of each taxing district's
budget hearing or the date by which the hearing must be held if no date had been
set, and a telephone number for each taxing district or unit. This was an effort to
be transparent. This did not prevent county assessors from including additional
information on the tax assessment notice.

Senator Adams noted that the fiscal note stated that the cost of generating this
uniform tax notice was absorbed in the ISTC's budget and asked whether Senator
Bernt had any information on the actual cost. Senator Bernt replied that he did
not, but he felt it would be miniscule.

Chairman Ricks asked whether there had been any consideration of the cost
for modifications to the counties' software. Senator Bernt stated that he was
not aware of any. Chairman Ricks asked if Sarah Westbrook with the ldaho

Association of Counties (IAC) would respond to that question.

Sarah Westbrook explained that there would be some reprogramming necessary,
but most of that would be done by ISTC. She stated that IAC was originally opposed
to H 51, but the extension of the effective date in H 135 alleviated their concerns.

Senator Rabe expressed concern regarding the ability of counties to field
questions. Senator Bernt noted that the phone numbers of the individual taxing
districts were included in the notice so they would receive a portion of those calls.
Vice Chairman Schroeder added that by statute, the current tax assessment
notices already included the phone numbers of the taxing districts and the date of
the next public hearing of each district.

Senator Cook moved to send H 51 to the floor with a do pass recommendation.
Vice Chairman Schroeder seconded the motion. The motion to send H 51 to the
floor with a do pass recommendation passed by voice vote.

Property Taxes. Senator Bernt presented H 135. He explained that this bill
extended the effective date of H 51 until January 1, 2024 and provided more time
for counties to comply with the tax assessment notice requirements under H 51.

Senator Just asked why the sponsor drafted a trailer bill rather than send H 51 to
the 14th order to amend. Chairman Ricks responded that a trailer bill was likely
easier than sending the bill to the 14th order for amendment.

Vice Chairman Schroeder moved to send H 135 to the floor with a do pass
recommendation. The motion was seconded by Senator Rabe. The motion to send
H 135 to the floor with a do pass recommendation passed by voice vote.

Development Impact Fees. Vice Chairman Schroeder presented S 1114.

Vice Chairman Schroeder explained that Idaho Code § 67-8205 required a
governmental entity that considered implementing a development impact fee as part
of its capital improvement plan must, in addition to other requirements, establish a
Development Impact Fee Advisory Committee (DIFAC) consisting of five members
all of whom resided within the jurisdictional boundaries of the governmental entity.
Only counties and cities had authority to establish a development impact fee
ordinance. Therefore, other governmental entities without such authority, such as
fire districts, who wanted to levy and collect development impact fees for capital
improvements within their district entered into intergovernmental agreements with a
city or county to enact a development impact fee ordinance. Small governmental
entities often had difficulty finding five residents within their boundaries to serve

on a DIFAC. S 1114 provided that the a governmental entity entering into an
intergovernmental agreement for a development impact fee ordinance may select

SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE
Tuesday, February 28, 2023—Minutes—Page 2



TESTIMONY:

MOTION:

ADJOURNED:

their committee members from within their service area and were not restricted to
selecting them from within their jurisdictional boundaries.

Chairman Ricks asked who chose the members of the DIFAC. Vice Chairman
Schroeder responded that the governing authority such mayor, city council, board
of commissioners or entity specified in the intergovernmental agreement appointed
them.

Chairman Ricks asked why the language on line 29 that required two or more
members to be active in the business of development, building or real estate was
struck. Vice Chairman Schroeder explained that language was already included
in an earlier section.

Mark Niemeyer, on behalf of the Idaho Fire Chiefs Association, spoke in favor of
S 1114. He felt it allowed a governmental entity such as the Star fire district that
encompasses three cities and two counties to establish multiple DIFACs based
on the jurisdictions that they covered.

William Gigray, an attorney who represented numerous fire districts and a
highway district spoke in favor of S 1114. He stated H 124 that was passed two
years ago failed to address committee staffing requirements to meet the need of
intergovernmental agreements. S 1114 provided flexibility with respect to that.

Kirk Carpenter, fire chief for the Nampa Fire Protection District, spoke in favor of S
1114. This bill allowed smaller governmental entities to expand their jurisdictional
area to select members of a DIFAC.

Senator Cook moved to send S 1114 to the floor with a do pass recommendation.
Senator Just seconded the motion. The motion to send S 1114 to the floor with
a do pass recommendation passed by voice vote.

There being no further business at this time, Chairman Ricks adjourned the
meeting at 4:05 p.m.

Senator Ricks
Chair

Meg Lawless
Secretary

SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE
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proposals.

Public Testimony Will Be Taken by Registering Through the Following Link:
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located on file with the minutes in the Legislative Services Library.

Chairman Ricks convened the meeting of the Senate Local Government and Tax
Committee (Committee) at 3:01 p.m.

Property Taxes. Senator Grow presented S 1111. He stated that this bill provided
property tax relief. First, it provided that 4.5 percent of sales taxes went into a
property tax relief fund. This provided approximately a 20 percent reduction in
property taxes. In addition, S 1111 included a surplus eliminator which Senator
Grow explained provided up to $150 million of any surplus above what had

been anticipated be placed in a property tax relief fund. This provided another
approximately 20 percent reduction in property tax bills. These amounts would be
deducted from the property owner's property tax bill on his or her primary property.

Senator Grow noted that S 1111 made changes to the property tax reduction
program, commonly referred to as the Circuit Breaker program. It increased the
maximum value of a home that qualified from the greater of $300,000 or 150
percent of the median assessed valuation for all homes in the county that received
the homestead exemption to the greater of $300,000 or 250 percent of the median
assessed valuation for all homes in the county that received the homestead
exemption. In addition, it raised the income limits for qualification from just under
$32,000 to $37,000.

Senator Grow acknowledged that there had been concerns expressed that day
regarding the bill's impact on urban renewal districts. He had agreed to send S 1111
to the 14th order for possible amendment to address those concerns.

Senator Rabe asked Senator Grow to discuss what the 20 percent reduction would
mean to the average homeowner and whether there was a cap. Senator Grow
replied that there was no cap. He further explained that each homeowner received
a 20 percent reduction in property taxes. As sales tax revenues continued to
increase, the amount of property tax relief also increased.

Chairman Ricks asked Senator Grow how the relief money would be distributed.
Senator Grow explained that the state distributed the money to the Idaho State Tax
Commission (ISTC). ISTC then distributed the money to the counties based on a
pro-rata share of homeowners. The counties then distributed the money to taxing
districts. There was no adverse effect on the counties or taxing districts.

Mary Ellen Nourse spoke on behalf of herself and her husband in favor of S 1111.
She explained that they were being taxed out of their home. As the value of their
home increased, so did the property taxes.



MOTION:

S 1061

TESTIMONY:

DISCUSSION:

MOTION:

Meghan Conrad of Elam Burke law firm representing the Redevelopment
Association of Idaho (RAI) spoke in opposition to the bill. RAI included the majority
of urban renewal agencies throughout Idaho. She expressed concern that under
S 1111 urban renewal revenue allocation areas, which were not taxing districts,
would not receive any of the replacement funds provided to counties and taxing
districts. This created a conflict under Idaho Code § 50-2908 which provided that
agencies should be allocated the taxes levied on the taxable property located within
that revenue allocation area.

Zach Wagoner, Canyon County Controller, expressed a concern with the bill's
exclusion from the calculation of property tax relief of the amount of property taxes
based on school levies. This resulted in homeowners with equal property tax bills
owing different amounts based on school levies. He also expressed concern about
any tax consequences related to the property tax relief. Senator Grow stated
that there would likely not be any tax consequences since the homeowner did not
receive money. He explained that amounts levied for school districts were voted on
unlike amounts levied for other taxing districts.

Senator Bernt asked Senator Grow to further discuss the effect of school bonds on
property tax relief under S 1111. Senator Grow explained that since homeowners
had voted on school bonds and approved the levies, S 1111 did not provide relief
from that portion of the property tax bill.

Senator Just asked whether S 1111 affected the homeowner's exemption.
Senator Grow responded that this bill did not affect the homeowner's exemption
and explained that an increase in the homeowner's exemption shifted the tax
burden to others.

Senator Bernt moved to send S 1111 to the 14th order for possible amendment.
Senator Rabe seconded the motion. The motion to send S 1111 to the 14th order
for possible amendment passed by voice vote.

Pipelines. Vice Chairman Schroeder presented S 1061. He explained that
section two of this bill required a company operating an interstate natural gas or
petroleum pipeline to register with the state and the county or counties that the
pipeline went through in order to receive notification from the governing authority
regarding any hearing relating to a planned development or zoning ordinance.
Vice Chairman Schroeder further explained that section one of S 1061 required
that notice of the location and direction of a pipeline be included in the plat of any
property within 1000 feet of the pipeline.

Kate Haas of Kestrel West testified on behalf of TC Energy in favor of S 1061. She
noted that when these pipelines were built no one anticipated the development
around them. The notice requirements allowed pipeline companies to work with
cities, counties, and developers during the planning process.

Ron Williams with Hawley Troxell law firm, represented Marathon Pipeline and
testified in favor of S 1061. He stated that it was good land use planning and
included notice in the plats.

Chairman Ricks asked Vice Chairman Schroeder whether homeowners received
notice under this bill. Vice Chairman Schroeder replied that Idaho Code §
67-6511 already required homeowners within 300 feet of a proposed development
to receive notice.

Senator Just moved to send S 1061 to the floor with a do pass recommendation.
Senator Bernt seconded the motion. The motion to send S 1061 to the floor with
a do pass recommendation passed by voice vote.
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ADJOURNED: There being no further business at this time, Chairman Ricks adjourned the
committee at 3:55 p.m.

Senator Ricks Meg Lawless
Chair Secretary
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Chairman Ricks, Vice Chairman Schroeder, Senators Grow, Cook, Adams, Bernt,
Trakel, Rabe, and Just

None
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the minutes in the committee's office until the end of the session and will then be
located on file with the minutes in the Legislative Services Library.

Chairman Ricks called to order the meeting of the Senate Local Government and
Taxation Committee (Committee) at 3:00 p.m. He stated that the Committee would
first hear testimony on each of the three annexation bills: S 1040, S 1062, and S
1073. At the conclusion of testimony each sponsor would be given an opportunity
to make closing remarks. Following the closing remarks, the Committee would
discuss and vote.

Cities. Senator Okuniewicz presented S 1040. He stated that the bill addressed
the situation where an individual had a piece of property in an unincorporated
county abutting or within the area of impact of two or more cities. S 1040 provided
that in that situation, the property owner made the decision as to which city he or
she wanted to be annexed into. Senator Okuniewicz noted that neither S 1062 nor
S 1073 allowed the property owner to make the decision.

Senator Grow asked how S 1040 resolved a situation where landowner Y wanted
to be annexed into city A and landowner Z wanted to be annexed into city B.
Senator Okuniewicz responded that you could not skip over unincorporated land.
Each of those properties would have to be within or touching two areas of impact.

Vice Chairman Schroeder asked which city in Senator Grow's scenario the
language, "may extend into or beyond the city area of impact," referred to.
Senator Okuniewicz responded that the two areas of impact had to overlap. Vice
Chairman Schroeder asked whether S 1040 only addressed a situation where
there were overlapping areas of impact and not where there were two abutting
areas of impact and the landowner was in the middle. Senator Okuniewicz
replied that the language referred to a situation where the property was partially
within an area of impact, and partially beyond it or outside of the area of impact.
S 1040 addressed both the situation where the landowner was in the middle of
two overlapping areas of impact and where the property was partially within one
area of impact and extended beyond it.

Chairman Ricks stated that his understanding of the bill was that in a situation
where there were two competing cities, the property owner had the choice of
being annexed by either city. Senator Okuniewicz explained that the property
owner had the choice only if his or her land touched both cities area of impact
or city boundaries.



TESTIMONY:

DISCUSSION:

S 1062

DISCUSSION:

TESTIMONY:

Kelley Packer, Executive Director of the Idaho Association of Cities, spoke in
opposition to S 1040. She stated that Idaho law did not permit overlapping areas
of impact. ldaho law required cities to negotiate an area of impact with the county
commissioners. If the two cities could not reach an agreement, the law provided
that either city could request recommendations from the county commissioners. If
the city objected to the county commissioners' recommendations, the matter would
go before the voters in the overlapping area in the next election to decide which
city they wanted to be annexed to. The results of the election were binding and
not appealable by either city. Ms. Packer further noted that there were already
processes in statute that resolved these issues.

Travis Hunter, owner of Boise Hunter Homes, spoke in favor of S 1040. The
bill addressed the situation where the property owner's only option under current
law was to be annexed into city B, which he or she was adjacent to, and could
not be annexed by city A although he or she was within city A's area of impact
(Attachment 1).

Senator Grow asked Mr. Hunter what happened if the property owner wanted city
services. Mr. Hunter answered that if the property did not touch either city A or B,
the property owner could not be annexed by either city. Senator Grow then asked
whether, if the property were touching one city, the property could be annexed by
that city. Mr. Hunter responded that, although the only option was to be annexed
by city B which was adjacent to the property, the property couldn't be annexed by
city B because it was within city A's area of impact.

Cities. Representative Young presented S 1062. She noted that this bill did not
conflict with either S 1040 or S 1073 and stated she was willing to amend S 1062
to incorporate aspects of those bills. S 1062 eliminated category C in existing
law regarding forced annexation. Category B in existing law was maintained, but
incorporated a portion of current category C requirements. Current category A
regarding voluntary annexations was included under exceptions in S 1062.

Representative Young provided an outline of S 1062 and the changes that were
made. First, this bill required written consent. She explained that utilities and
other city services could obtain written consent when a request for services was
made. Second, they amended the definition of an enclave which would permit

an involuntary annexation. The number of parcels required for an enclave was
reduced from 100 to 30. S 1062 clarified that enclave was a collection of properties
within the city's boundaries. The final substantive change required approval for a
category B annexation of 50 percent of the geographic area in addition to two
thirds of property owners.

Senator Rabe asked whether the definitions in this bill were consistent with other
areas of statute. Representative Young explained that the definitions were
consistent with those in the Land Use Handbook.

Field Herrington, Deputy City Attorney for the city of Post Falls, spoke in
opposition to S 1062. He expressed a concern regarding the change from category
A annexations to landowner initiated annexations which eliminated the ability of
the city to initiate a voluntary annexation. The city would be forced to use the more
stringent requirements normally associated with categories B and C annexations.
In addition, the reduction of the number of parcels required for an enclave made it
difficult to annex an enclave of parcels that were surrounded on all sides by the city
and benefitted from city services. The definition of enclave was also unclear. Were
cities prevented from annexing more than 30 parcels at a time from a larger enclave
or did it allow annexations of smaller enclaves only where the entire enclave could
be annexed at one time?
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S 1073

Jarom Wagoner, mayor of the city of Caldwell, testified in favor of S 1062. He felt
current annexation law was confusing.

Vice Chairman Schroeder asked Mr. Wagoner whether Post Falls had any
property outside the city limits that were receiving city services. Mr. Wagoner
replied that they did. He further stated that he believed this bill still provided for
annexation of such properties.

Chairman Ricks asked whether S 1062 would have changed how Middleton and
Star dealt with the overlap of areas of impact. Mr. Wagoner replied that he didn't
think so.

Kelley Packer, Executive Director of the Idaho Association of Cities, testified in
opposition to S 1062. She stated that current annexation law was drafted as a
collaborative effort by cities, counties, builders, real estate developers and other
stakeholders. The rewrite of annexation law would throw out years of experience
and case law under existing law.

Representative Young responded to several of the opposing arguments. She
stated that she would be happy to change the term "landowner initiated" to
"consensual annexation." Regarding the question about whether an enclave of 30
parcels that was part of a larger enclave could be forcibly annexed, she clarified that
S 1062 did not permit that. An enclave had to be surrounded on all sides by the city.

Planning and Zoning. Senator Lakey presented S 1073. He explained that S
1073 emphasized the fact that the city had jurisdiction within the city limits and the
counties had jurisdiction outside city limits and areas of impact which, by their
nature, were outside city limits. S 1073 established a process whereby cities and
counties worked together to establish or modify an area of impact. The county
commissioners conducted a public hearing on the proposed establishment or
modification of an area of impact. These decisions were legislative. Current

law provided criteria to be considered and evaluated when deciding on where

to establish an area of impact. This bill added to that criteria and required
consideration of where anticipated growth was to occur, geographic factors such
as topography and rivers, transportation and infrastructure, and access to sewer
and water. S 1073 required cities to review an area of impact every five years. An
area of impact could not extend more than one mile beyond city boundaries. The
area of impact between different cities could not overlap. A city could annex outside
its area of impact, but could not extend into an abutting city's area of impact with
certain exceptions. If a city had not reviewed its area of impact within five years, it
could be crossed by the adjacent city. A city could also cross another city's area of
impact with consent of that city. If an individual property owner lived on one side of
the area of impact and wanted to be annexed into another city on the other side
of the boundary, they could request annexation by that city. If that city supported
their desire to be annexed, the city could go to the county commissioners that

are over that area of impact and apply to have a site specific modification. The
annexation process was under county jurisdiction. The county ordinance and the
County Comprehensive Land Use plan applied. However, S 1073 also provided
that the county could adopt specific ordinances and specific comprehensive plan
provisions regarding an area of impact for a particular city. If a city disagreed with
the county decision, they could ask the county commissioners for reconsideration.
If the county commissioners declined to do that, this bill provided an opportunity
for the city to go to district court and have a court review that decision. And if the
county commissioners didn't follow requirements regarding notice and procedure,
the court was required to remand it back to the county to redo their hearings. If
the court found that the county acted arbitrarily or capriciously or abused their
discretion, they could remand it back to the county to fix it, or they could establish
the area of impact themselves. S 1073 also provided that the prevailing party would
be awarded their attorney's fees. The court process was expedited and mirrored
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the existing process for annexation under Title 50, Chapter two. Finally, this bill
required that areas of impact be brought into compliance by July 1, 2024. It also
allowed for a staggered approach. If a city's area of impact extended beyond one
mile, they could modify that impact area back to two miles until they had the next
review. Senator Lakey proposed that S 1073 be sent to the 14th order of business
to amend the date for compliance with this bill to July 1, 2024.

Senator Bernt asked who made the decision regarding annexation. Senator
Lakey responded that the decision regarding annexation, with the exception of
abutting impact areas, was made by the city. Senator Bernt asked what happened
if a city had invested in a sewer system that extended beyond the one or two mile
limit. Senator Lakey explained that under those circumstances, the city likely met
the criteria for including that in their area of impact.

Senator Adams asked Senator Lakey to further discuss how S 1073 provided for
individual property rights. Senator Lakey explained that there was a process for a
property owner to ask to be annexed by a city, though the decision was the city's.
Senator Adams asked whether S 1073 prevented double annexation. Senator
Lakey replied that a city could not annex across an area of impact.

Senator Just asked whether the one or two mile limit allowed parcels to be divided
or geographic areas to be split. Senator Lakey replied that an area of impact
could not divide a parcel and geographic features were part of the consideration
when establishing an area of impact.

Rodney Ashby, Director of the Nampa Planning and Zoning Department, spoke in
favor of S 1073. He stated that the bill strengthened the ability of cities to do land
use planning. It prevented a city from annexing into another city's area of impact. S
1073 encouraged collaboration between the cities and counties. It established a
one mile limit for areas of impact while creating an alternative to that.

Morgan Treasure, Economic Director for the city of Kuna, testified in support of
S 1073. The bill prevented conflicts between cities and counties. It clarified the
process for annexation. And S 1073 was the result of input from many stakeholders.

Seth Grigg, Director of the Idaho Association of Counties, spoke in support of S
1073. He felt it was a broader approach than either S 1040 or S 1062. It was
consistent with statute and case law with respect to jurisdiction of cities and
counties. A city had jurisdiction within the city. A county had jurisdiction outside the
city limits. Finally, S 1073 gave to counties the authority regarding areas of impact.

John Beacham, Public Works Director for the city of Post Falls, testified

in opposition to S 1073. He argued that the bill allowed a county Board of
Commissioners to disregard a negotiated boundary and gave them the final
authority over areas of impact. S 1073 precluded judicial review of the county's
decision except where there were abutting areas of impact. Finally, the bill
negatively affected individual property rights and required an individual who wanted
to be annexed to a city to make the request to the city who then went to the county
to request modification of their area of impact on behalf of the individual.

Vice Chairman Schroeder asked Mr. Beacham whether he correctly understood
him say that a county could unilaterally establish an area of impact 100 feet outside
the city limits thus precluding annexations. He noted that Idaho Code § 50-222(1)
stated that annexation may occur outside an established area of impact, but not
within another city's area of impact. Mr. Beacham clarified that he referred to Idaho
Code § 50-222(3)(c) which provided that a landowner who was outside an area of
impact and wanted to be annexed could request a city to make a request to the
county for annexation on behalf of the landowner.
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Chairman Ricks noted that the Committee had received several letters from cities
and asked Kelley Packer, Executive Director of the Idaho Association of Cities
whether they were endorsing S 1073.

Kelley Packer stated that the Idaho Association of Cities decided to stay neutral
on all three annexation bills.

Ken Burgess, with Veritas Advisors and representing the ldaho Home Builders
Association, testified in support of S 1073. It addressed the broader issues
regarding annexation. S 1073 established a limit on an area of impact of one mile
beyond the city limits and created an expectation of services within the five year
period for review of the area of impact. It prohibited overlapping areas of impact
and established a process for resolution when they did. Finally, S 1073 established
a process whereby a property owner could request annexation.

Mary Huff, Planning Director for Owyhee County, but representing herself, stated
that she largely supported S 1073, but expressed several concerns. First, S
1073 struck language in current law that required a subsequent hearing if the
county Board of Commissioners made a substantive change to the area of impact.
She appreciated that the bill required the initiating party to pay the expenses,

but it wasn't clear whether a county or city could establish a fee for an individual
landowner who requested annexation.

Joe Stear, mayor of Kuna, spoke in favor of S 1073. He appreciated the
collaborative effort in drafting the bill.

Vice Chairman Schroeder and Senators Bernt, Grow, Cook, Just, Rabe

and Grow expressed their support for S 1073. Senator Adams stated that he
supported sending S 1062 to the 14th order for amendment to include some of the
provisions of S 1073. S 1040 and S 1062 were held in committee.

Vice Chairman Schroeder moved to send S 1073 to the 14th order of business
for possible amendment. Senator Rabe seconded the motion. The motion to
send S 1073 to the 14th order of business for possible amendment passed by
voice vote.

There being no further business at this time, Chairman Ricks adjourned the
meeting at 5:35 p.m.

Senator Ricks
Chair

Meg Lawless
Secretary
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Vice Chairman Schroeder convened the meeting of the Senate Local Government
and Taxation Committee (Committee) at 3:01 p.m.

February 22, 2023. Senator Just moved to approve the minutes of February 22,
2023. Senator Rabe seconded the motion. The motion to approve the minutes of
February 22, 2023 passed by voice vote.

February 23, 2023. Senator Just moved to approve the minutes of February 23,
2023. Senator Bernt seconded the motion. The motion to approve the minutes of
February 23, 2023 passed by voice vote.

Use Taxes. Representative Pickett presented H 60. He explained that under
current law a use tax was charged if an individual purchased certain items out of
state within 90 days of moving to Idaho. Because the number of days in a month
varied, H 60 amended that to three months.

Senator Bernt moved to send H 60 to the floor with a do pass recommendation.
Senator Grow seconded the motion. The motion to send H 60 to the floor with a
do pass recommendation passed by voice vote.

Sales Tax. Representative Palmer presented H 50. He explained that this

bill required more than 1000 special taxing districts to use funds received under
Idaho Code § 63-3638(10)(c) for the purpose for which the special taxing district
was formed.

Senator Rabe asked Representative Palmer whether a situation with a special
taxing district brought this to his attention. Representative Palmer responded
that a small highway district had transferred funds to the school district that were
supposed to be used for roads. Senator Rabe asked whether there were any other
special taxing districts that he was concerned about. Representative Palmer
stated that with more than 1000 special taxing districts, there were likely others.

Senator Just and Senator Rabe each asked whether this bill prevented ACHD
from using its funds for transit projects. Representative Palmer replied that he
wasn't familiar with the ability of ACHD to accept state or federal transit funds and
noted that ACHD had not testified against H 50.
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Vice Chairman Schroeder asked for clarification on whether this bill

specifically related to the use of sales tax distribution funds and not other funds.
Representative Palmer replied that H 50 was not specific to any funding and
dealt primarily with the use of funds for the purpose for which the special taxing
district was created. Vice Chairman Schroeder noted that the language, "use of
funds received under the provisions of this subsection only," seemed to refer solely
to use of sales tax distribution funds.

Senator Bernt moved to send H 50 to the floor with a do pass recommendation.
Senator Grow seconded the motion.

Senator Rabe asked Representative Palmer to provide information regarding
whether H 50 prevented ACHD from using funds for transit projects prior to a vote
on the floor .

The motion to send H 50 to the floor with a do pass recommendation passed
by voice vote.

Income Taxes. Representative Ehlers presented H 172. He explained that the
legislature enacted changes to income tax rates during the previous session. The
effective date was January 3, 2023. This created a lot of confusion and taxpayers
had to calculate their taxes at the old rate for two days and at the new rate for the
remainder of the year. H 172 amended the effective date to January 1, 2023.

Laura Lantz, Executive Director of the Idaho Society of CPAs, expressed her
appreciation for this bill.

Senator Grow moved to send H 172 to the floor with a do pass recommendation.
Senator Trakel seconded the motion. The motion to send H 172 to the floor with
a do pass recommendation passed by voice vote.

Taxes. Representative Handy presented H 229. He explained that H 229 changed
the date due for businesses to pay sales tax and withholding taxes from the 20th
of each month until the end of each month. He noted that the Idaho State Tax
Commission had reviewed this bill. The effective date was July 1, 2024.

Vice Chairman Schroeder passed the gavel back to Chairman Ricks.

Senator Just moved to send H 229 to the floor with a do pass recommendation.
Vice Chairman Schroeder seconded the motion. The motion to send H 229 to the
floor with a do pass recommendation passed by voice vote.

There being no further business at this time, Chairman Ricks adjourned the
meeting at 3:25 p.m.

Senator Ricks
Chair

Meg Lawless
Secretary
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Chairman Ricks convened the meeting of the Senate Local Government and
Taxation Committee (Committee) at 2:02 p.m.

Vice Chairman Schroeder moved to approve the minutes of February 21, 2023.
Senator Cook seconded the motion. The motion to approve the minutes of
February 21, 2023 passed by voice vote.

Senator Just moved to approve the minutes of March 1, 2023. Vice Chairman
Schroeder seconded the motion. The motion to approve the minutes of March 1,
2023 passed by voice vote.

Prohibitions on Utility Connections. Representative Dixon presented H 106.
He explained that H 106 was designed to protect choice of energy. It prohibited
counties and municipalities from enacting prohibitions or restrictions on energy
utility connections. He noted that there were some concerns expressed by
groups such as the Idaho Association of Cities and the Consumer Owned Utility
Association that H 106 prevented incentives for use of other forms of energy and
that it forced cities to provide services they did not currently provide.

Vice Chairman Schroeder asked Representative Dixon to further discuss the
concerns of the Consumer Owned Utility Association regarding limitations on or
prohibition of connection with other electric utilities. Representative Dixon stated
that he understood that the PUC had authority over new utility delivery and that H
106 would not affect connecting with other electric utilities. He further stated that
the Consumer Owned Utility Association was neutral on this bill.

Senator Just asked how H 106 would affect a utility company's use of incentives
to encourage individuals to change to a different form of energy. Representative
Dixon replied that it would not prevent incentives.

Senator Grow asked what the rationale was for banning restrictions or prohibitions
on utility connections. Representative Dixon replied that it was out of concern for
climate change and use of unclean energy.

Senator Just asked whether H 106 prohibited utilities from denying service outside
of their jurisdiction. Representative Dixon responded that H 106 did not require

a utility company to provide service to someone they were not currently providing
service to. That would be within the authority of the PUC.
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Jonathan Oppenheimer, External Relations Director for the Idaho Conservation
League, spoke in opposition to H 106. He argued that it was over broad

and restricted local control of municipal and county planning regarding utility
connections. It discouraged a municipality from investing in utility infrastructure
which might only be in effect for several years. In addition, the fiscal note did
not address some of the costs the municipalities and counties would incur for
enforcement. Finally, Mr. Oppenheimer stated that they were supportive of the
amendments proposed by the Idaho Association of Cities.

Lori Blattner, representing Intermountain Gas, spoke in support of H 106. She
stated that consumer choice of energy was important. Access to all available
sources of energy allowed for the greatest resilience in meeting the community's
needs for energy.

Julie Hart, spoke on behalf of the Idaho Association of Cities. She stated that they
supported the intent of H 106, but had some concerns. Ms. Hart explained that
their legal team was concerned that this bill required a utility to provide service
outside of their service area.

Senator Bernt asked Ms. Hart what the role of the PUC was in a situation where
an individual living in one area wanted service from a utility company in a different
municipality. Ms. Hart explained that the PUC only regulated investor owned
utilities, not municipal or cooperative utilities.

Senator Cook asked what language in H 106 required a utility to provide service
outside of their jurisdiction. Ms. Hart cited the proposed language in Idaho Code §
50-346(1) that, "prohibits, or has the effect of prohibiting, the authorized connection
or reconnection of an electric, natural gas, propane, or other energy utility service
provided by a public utility, municipality, or cooperative utility." That language did not
require that the individual requesting service had to reside within their jurisdiction.

Vice Chairman Schroeder noted that Ms. Hart had proposed an amendment to
Idaho Code § 32-881 relating to counties, but had not proposed an amendment to
Idaho Code § 50-346 relating to municipalities. He responded to Senator Cook's
question and clarified that the ban only applied to municipalities and counties, not
utilities. Ms. Hart stated that it was her intent to recommend the same amendment
to Idaho Code § 50-346. Vice Chairman Schroeder asked Ms. Hart to clarify his
understanding that the concern of their legal counsel was that H 106 prohibited

a utility company from restricting service to within their service area. Ms. Hart
confirmed that was their concern.

Kate Haas, with Kestrel West and representing TC Energy, testified in support of
H 106. It ensured that people had a choice of energy source. It allowed a free
market without government interference. Ms. Haas further stated that the bill solely
prevented a governmental entity from enacting or implementing a resolution, policy
or ordinance banning a utility service.

Senator Cook noted that H 106 prohibited a ban or restriction on utility connections,
and asked whether it addressed a situation where a municipality or county currently
had a ban or restriction in place. Ms. Haas explained that H 106 prevented them
from implementing a ban or restriction currently in place.

Vice Chairman Schroeder opined that a connection that was outside the service
area may not be an authorized connection under the scope of this bill.
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Kathy Griesmyer, Government Affairs Director for the city of Boise, spoke in
opposition to H 106. She stated that the city's Climate Action Plan did not include
any plan to ban a utility connection. Their Climate Action Plan was based on
incentives to use clean energy and voluntary actions. She expressed a concern
that H 106 restricted incentives for the use of geothermal power or other sources of
clean energy. She suggested an amendment to address their concerns regarding
geothermal energy.

Chairman Ricks asked what the city's long term policy on geothermal energy was.
Ms. Griesmyer stated that she did not think there was one and asked that Steve
Hubble, Senior Manager of their Public Works Department, address that question.

Mr. Hubble stated that there was no intent to propose bans or restrictions on any
kind of energy. Their approach was to allow a free market and allow consumers to
make those decisions.

Alex LaBeau, President of the Idaho Association of Commerce and Industry,
testified in favor of H 106. He stated that they were more concerned with industrial
use of energy than residential. Choices in energy source were important to energy
security and should be left to a free market.

Representative Dixon corrected his previous statement that the PUC had total
jurisdiction over utilities under the Electrical Supplier Stabilization Act. That act
solely governed municipal utilities and not consumer owned utilities or cooperatives.

Senator Rabe moved to send H 106 to the 14th Order of Business for possible
amendment. Senator Just seconded the motion.

Senator Bernt moved to send H 106 to the floor with a do pass recommendation.
Senator Adams seconded the motion. The motion to send H 106 to the floor with
a do pass recommendation passed by voice vote.

There being no further business at this time, Chairman Ricks adjourned the
meeting at 2:50 p.m.

Senator Ricks
Chair

Meg Lawless
Secretary
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Chairman Ricks convened the meeting of the Senate Local Government and
Taxation Committee (Committee) at 2:05 p.m.

Vice Chairman Schroeder moved to approve the minutes of February 28, 2023.
Senator Bernt seconded the motion. The motion passed by voice vote.

Senator Just moved to approve the minutes of March 7, 2023. Senator Cook
seconded the motion. The motion passed by voice vote.

Representative Tanner presented H 258. He explained that Idaho Code § 63-705A
provided property tax or occupancy tax relief in the amount of $1500 per year to a
veteran with a 100 percent service-connected permanent and total disability. Under
current law, a veteran had to reapply annually for this relief. H 258 amended Idaho
Code § 63-705A to allow a veteran to apply once for the relief which continued in
subsequent years unless the veteran changed homesteads.

Senator Grow moved to send H 258 to the floor with a do pass recommendation.
Senator Bernt seconded the motion. The motion to send H 258 to the floor with a
do pass recommendation passed by voice vote.

Representative Mickelsen presented H 245. She stated that this bill increased
the distribution of monies from cigarette and tobacco taxes to the Cancer Data
Registry of Idaho from $120,000 to $360,000 per year. Representative Mickelsen
explained that the allocation of funds to the cancer registry had not been increased
in 11 years. They were entering a new four year contract with the Idaho Hospital
Association who operated the registry and required additional funds. The cancer
registry helped to locate pockets of cancer and identify areas where screening
needed to be increased.

Senator Cook inquired where the additional funding was coming from.
Representative Mickelsen replied that cigarette and tobacco taxes were
distributed based on an order of priority set forth in Idaho Code § 63-2520(b)(5).
The lowest priority was the Transportation Expansion and Congestion Mitigation
Fund who had agreed to a redistribution of their funds to the cancer registry.
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Elke Shaw-Tulloch, Administrator of the ldaho Department of Health and Welfare
Division of Public Health, spoke in support of H 245. She provided a history of the
cancer registry. Ms. Shaw-Tulloch explained that the goals of the cancer registry
were to determine the incidence of cancer in the state with respect to geographic,
demographic and social characteristics; monitor the trends and patterns of cancer
incidence over time; identify high risk populations; provide a database and serve
as a resource to conduct investigative studies on cancer prevalence; and provide
data to assist with effective cancer prevention, diagnosis, intervention, treatment,
and care. She reiterated that H 245 did not provide for additional taxes, but was a
redistribution of current cigarette and tobacco taxes.

Senator Cook asked for clarification that the funds did not go to an individual, but
were used to study the effects of cancer, maintain data, assist in cancer prevention
and for other purposes. Ms. Shaw-Tulloch confirmed his understanding.

Brian Whitlock, President of the Idaho Hospital Association, testified in support
of H 245. He further discussed the distribution of cigarette and tobacco tax funds
under Idaho Code § 63-2520(b)(5).

Chairman Ricks asked whether there were any tax increases in H 245. Mr.
Whitlock responded that there were not any tax increases. The funds were simply
redistributed.

Senator Bernt asked what happened if there were no funds in the Transportation
Expansion and Congestion Mitigation Fund in a given year. Mr. Whitlock explained
that in previous years the legislature had allocated general funds to that fund.

Vice Chairman Schroeder moved to send H 245 to the floor with a do pass
recommendation. Senator Grow seconded the motion. The motion passed by
voice vote.

Vice Chairman Schroeder asked for unanimous consent that RS 30628,

a Concurrent Resolution rejecting IDAPA 35.01.01 relating to Income Tax
Administrative Rules, Rules of the State Commission, adopted as a pending rule
under Docket Number 35-0101-2201, be sent to a privileged committee for printing.
There were no objections.

There being no further business at this time, Chairman Ricks adjourned the
meeting at 2:26 p.m.

Senator Ricks
Chair

Meg Lawless
Secretary
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Vice Chairman Schroeder convened the meeting of the Senate Local Government
and Taxation Committee (Committee) at 2:03 p.m.

Multistate Tax Compact. Senator Winder presented S 1152. Senator Winder
explained that Idaho Code § 63-3706 established an Interstate Tax Compact
Advisory Committee composed, in part, of two members of the Senate appointed
by the Lieutenant Governor. S 1152 provided that the President Pro Tempore of the
Senate, rather than the Lieutenant Governor, appointed the two senate members
of the Multistate Tax Compact Advisory Committee.

Senator Bernt moved to send S 1152 to the floor with a do pass recommendation.
Senator Trakel seconded the motion. The motion to send S 1152 to the floor with
a do pass recommendation passed by voice vote.

There being no further business at this time, Vice Chairman Schroeder adjourned
the meeting at 2:07 p.m.

Senator Ricks

Chair

Meg Lawless
Secretary
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Chairman Ricks convened the meeting of the Senate Local Government and
Taxation Committee (Committee) at 2:01 p.m.

Vice Chairman Schroeder moved to approve the minutes of March 2, 2023.
Senator Cook seconded the motion. The motion passed by voice vote.

Chairman Ricks passed the gavel to Vice Chairman Schroeder.

Property Taxes. Chairman Ricks presented H 292. He stated that this bill
provided significant property tax relief which was in part funded by sales tax. Four
and one half percent of sales tax revenues went toward property tax relief on an
ongoing basis. Half of that went to school districts to pay off levies and bonds. The
other half went primarily to homeowners.

Representative Monks discussed the school facilities funding aspect of H 292.
He noted inequities in school facility funding throughout the state as a result of
voters in certain districts not being willing to pass bonds and some districts having
a small amount of private land subject to property taxes due to a large amount of
federal or state owned land in those districts. H 292 provided funding for school
facilities based on average daily attendance rather than enroliment which can be
inflated. Page two, line 24 set a priority of how the money was required to be spent.
The money must first be used to pay toward school bonds. Next, the money was
used to pay supplemental levies. School districts may then use the funds to save
for future facility needs. Finally, the money could be used to secure and make
payments on new facility bonds. This provided a guaranteed source of revenue for
school facilities. A school district may not also collect property taxes to pay bonds
and levies paid for with those funds which provided additional property tax relief.

Senator Grow discussed the property tax relief provided to homeowners in H 292.
He stated that every homeowner received the same percentage of reduction in
their property taxes. A deduction was not taken from the portion of the property
tax bill attributed to school bonds and levies which were voted on. Senator Grow
noted that with respect to school facility funding, smaller districts received a larger
percentage of property tax relief since they were often unable to pass school bond
levies. The sources for the property tax relief came from sales tax, the remaining
$130 million from last year's budget surplus, and an additional $75 million that was
added to that. H 292 provided for a surplus eliminator which designated up to $150
million in budget surplus, above that which was projected, toward property tax
relief. Finally, H 292 made changes to the circuit breaker program. It increased
the income limit from $31,900 to $37,000. In addition, it increased the property



DISCUSSION:

TESTIMONY:

value criteria to the greater of $400,000 or 200 percent of median home value
in that district (Attachment 2).

Senator Cook asked for clarification that the surplus eliminator was the first $150
million above the projected surplus. Senator Grow confirmed his understanding.
That funding was only provided if revenues exceed the projections.

Senator Bernt asked what happened if there wasn't a revenue surplus. Senator
Grow explained that there would be no funding from the surplus paid to taxpayers.
The surplus eliminator funding was not guaranteed.

Senator Just asked how the elimination of the March date for bond elections
related to property tax relief. Representative Monks replied that 30 to 50 percent
of property taxes were for payment of school bonds and levies. Senator Just
expressed a concern regarding eliminating the March date for bond elections. In
addition, he stated that H 292 potentially violated the single subject clause under
the Constitution. Representative Monks cited Boise City v. Baker which held, "A
single act may embrace many subjects and not be duplicated if they pertain to
matters that are properly connected with the subject of the act." Representative
Monks argued that inasmuch as a large percentage of property tax bills were
related to school bonds and levies, the matters were connected. Vice Chairman
Schroeder asked whether the Attorney General had issued an opinion on the
issue. Representative Monks responded that he had not, but a Deputy Attorney
General had reviewed the bill and indicated that they were in good standing.

Senator Rabe expressed concern for the elimination of the March election date
for school bonds which made it difficult for schools and school districts to have
adequate time to negotiate contracts with staff and prepare budgets in a timely
manner. She also asked why property tax relief was extended to all types of property
owners rather than targeted at homeowners. Representative Monks replied that
50 percent of property tax relief was going to homeowners and 50 percent to
commercial and agricultural property owners. All of the relief which Senator Grow
discussed was going to homeowners. Increasing the homestead exemption simply
shifted the tax burden to renters. Furthermore, shifting the tax burden to other
property owners created a problem in communities that were 95 percent residential.
Senator Rabe noted that under H 292 homeowners received a much larger amount
of property tax relief in the first year than in successive years and commercial and
other property owners received increasing amounts in successive years. She asked
for an estimate of how much tax relief the average homeowner could expect in each
of the next few years. Representative Monks stated that it was easier to project
the amount of property in year one than in successive years. As residential values
decreased and commercial values increased, there would be a shift in tax burden.

Senator Just asked Senator Grow whether JFAC would address the appropriations
for H 292 if it passed. Senator Grow said that JFAC had the responsibility of
appropriating the funds for H 292.

Quinn Perry, Deputy Director for the Idaho School Boards Association, and

also representing the Idaho Association of School Administrators, testified that
they appreciated the meaningful property tax relief provided by H 292, but were
concerned with the removal of the March date for school bond elections. She stated
that eliminating the March date made it difficult to make a determination of budget
requirements and whether a bond levy was necessary in time to complete contract
negotiations with staff before the July date required by statute for submitting their
budget.
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Zach Wagoner, Canyon County Controller, provided information regarding the
history of property taxes (Attachment 1). From 2007 - 2012 there was a shift in
property tax burden from residential property to commercial property although
commercial property values decreased by ten percent during that time while
residential property values increased by 50 percent. Since 2012 the property tax
burden had shifted to residential property. Mr. Wagoner also expressed a concern
for the amount assessed for an urban renewal district and whether that was an
eligible taxing district.

Seth Grigg, Executive Director of the Idaho Association of Counties, spoke in
support of H 292. It provided property tax relief, most of which went to homeowners.
There was some concern for dates within the bill and whether they presented
administrative difficulties and might have to be adjusted the following year.

Miguel Legarreta, President of the Associated Taxpayers of Idaho, testified in
support of H 292. The maijority of the property tax relief went to homeowners. The
amount of relief was clearly stated in their tax notice.

John Eaton, Vice President of the Idaho Association of Commerce and Industry,
spoke in support of H 292. It did not create a shift from residential property owners
to other property owners. In addition, it created a tool for school districts to finance
school facilities.

Chairman Ricks stated that there would be a 15 - 20 percent reduction in property
taxes during the first year. This amounted to between $350 to $800 per homeowner
depending on whether there were assessments for school bonds or levies.
Regarding the elimination of the March election date, he noted that the March
election had the lowest voter turnout and a May election would be an option.

Senator Rabe again expressed concern for the elimination of the March date for
school bond elections. In addition, she was concerned that H 292 violated the
single subject rule. Chairman Ricks responded that was part of negotiations with
the House. There was a trade off with the additional funding for school districts.
Furthermore, May elections still provided sufficient time for contract negotiations.

Senator Cook moved to send H 292 to the floor with a do pass recommendation.
Senator Bernt seconded the motion.

Senator Rabe moved to send H 292 to the 14th Order of Business for possible
amendment. Senator Just seconded the motion. The motion failed.

The motion to send H 292 to the floor with a do pass recommendation passed
by voice vote.

Vice Chairman Schroeder passed the gavel back to Chairman Ricks.

Property Valuation for Tax Purposes. Representative Manwaring presented
H 230. He explained that this bill established a consistent method for assessors
to establish the value of income producing properties. Currently there were
inconsistencies between assessors in terms of what class of property they valued
the property at. H 230 required that the market value not include contract rent
related to the property and not capture intangible value.

Vice Chairman Schroeder moved to send H 230 to the floor with a do pass
recommendation. Senator Trakel seconded the motion. The motion passed by
voice vote.
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Taxes. Representative Cannon presented H 198. This bill reduced the interest
that accrued in an audit situation. Interest accrued up until the Idaho State Tax
Commission (ISTC) issued a notice of audit. No interest accrued from the time of
notice of audit until the ISTC issued a notice of deficiency. If there was an appeal,
interest accrued until the time the appeal was perfected and filed. Once the appeal
was perfected, interest would not accrue until the final determination by the ISTC.

Senator Adams moved to send H 198 to the floor with a do pass recommendation.
Senator Rabe seconded the motion. The motion passed by voice vote.

There being no further business at this time, Chairman Ricks adjourned the
meeting at 3:24 p.m.

Senator Ricks
Chair

Meg Lawless
Secretary
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What are eligible property taxes?

Values Amount | Exemptions and Credits Amount Exemptions and Credits Amount
Land Value 226,880 |Homeowners Exemption 125,000
Improvement Value 414,400
Total Taxable 516,280
Waxing District Phone Rate Total | Spec. Assessments Phone Rate Total
Ambulance 208-795-6920|  0.0001000170 $2.00
Canyon County 208-454-7507|  0.0012270190 $24.54
City of Caldwell 208-455-3000]  0.0039929640 $83.97
Canyon Hwy #4 in Caldwell 208-454-8135]  0.0006514540 $13.04
Mosquito Abatement 208-461-8633|  0.0000935770 $1.87
Vallivue School #139 Bond 208-454-0445]  0.0014352700 $425.49
Vallivue School #139 Supplemen| 208-454-0445]  0.0004866420 $251.24
Vallivue School #139 Other 208-454-0445]  0.0002241370 $111.82
College of Western Idaho 208-562-3295|  0.0000786120 $157 1 1
Urban Renewal Phone Rate Total
Caldwell East Urban Renewal 208-455-4638 0 3,364.26
_Bill Summary Prior Yea jrrent 1N nauent [nterest Late Fee Fees Paid I0
$4,223.00 $4,279.80 ' $0.00 $0.00 $0.00 $0.00 $2,139.90 $2,139.90
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$147,779,886
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School District property tax levies vary from year to year

$169,333,503

2019

$141,896,354

2020

$134,170,473

2021

$128,472,168

2022
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Property Tax Hybrid Bill

General Provisions

e Circuit Breaker )

e No adjustment to homeowners exemption
e Removal of March election date

Source of funds

* 4.5% sales tax - $122.5 million

* Wayfair =$ 37 million

e Surplus eliminator = up to $150 million

e Tax rebate fund = $130 million

* One time transfers = $ 75 million

e Cap TECM at S80 million for State and $60 million for locals

First year distribution

* $130 Million from Tax Rebate Fund — Split 50% Grow/50% M&M s s

e 575 Million One time transfer - Grow 75 50

* $150 million Surplus eliminator - $100 M Grow / $50 M M&M 109 s
24 0 ] 15

Funds Directed towards “Grow’s” Bill (2nd & 3rd year)
* 2.25 % of sales taxes = $61 million

e Surplus eliminator up to $100 million
e Total = $161 million Funds Directed towards All Homeowners

Funds Directed towards “M & M” Bill (2nd and 3rd year)

* 2.25% of sales taxes = $61 million (year 2 & 3)

o Wayfair = $37 million (Year 3)

e Surplus eliminator up to $50 million (Year 2 & 3)

e Total=5111 million (Year 2) $148 million (Year 3) funds directed to all taxpayers

Year 2 Distribution

* HO Only: $61 + $50 + $50 (1/2 of 100) = $161 million
* All property owners: $61 +50 (1/2 of $100M) = $111 million

Year 3 Distribution

e HOOnly: $67.9 + $50 + $50 (172 of 100) = $167.9 million
* All property owners: $67.9 + $37+50 (1/2 of 100) = $155.9 million
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MINUTES March 9, 2023 Senator Adams
APPROVAL.: Senator Bernt
MINUTES March 14, 2023 Senator Schroeder
APPROVAL.: Senator Rabe
MINUTES March 15, 2023 Senator Cook
APPROVAL.: Senator Trakel
H 288 INCOME TAXES - Amends existing law to revise Rep. Raybould
provisions regarding the income tax deduction
for household and dependent care services.
H 328 URBAN RENEWAL - Amends existing law to Rep. Ehlers
provide for the treatment of certain property
located within a revenue allocation area.
PRESENTATION: Page Appreciation Bradley Boyd Senator Ricks

Public Testimony Will Be Taken by Registering Through the Following Link:

Register to Testify

If you have written testimony, please provide a copy to the committee secretary.
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Sen Grow

Sen Cook

Sen Adams

Sen Bernt
Sen Trakel
Sen Rabe
Sen Just
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Meg Lawless
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TIME:
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MEMBERS
PRESENT:

ABSENT/
EXCUSED:

NOTE:

CONVENED:

MINUTES

APPROVAL.:

H 288

DISCUSSION:

Tuesday, March 21, 2023
2:00 P.M.
Room WW53

Chairman Ricks, Vice Chairman Schroeder, Senators Grow, Cook, Adams, Bernt,
Trakel, Rabe, and Just

None

The sign-in sheet, testimonies and other related materials will be retained with
the minutes in the committee's office until the end of the session and will then be
located on file with the minutes in the Legislative Services Library.

Chairman Ricks convened the meeting of the Senate Local Government and
Taxation Committee (Committee) at 2:10 p.m.

Vice Chairman Schroeder moved to approve the minutes of March 9, 2023;
March 14, 2023; and March 15, 2023. Senator Trakel seconded the motion. The
motion passed by voice vote.

Income Taxes. Representative Raybould presented H 288. She explained that
this bill increased the income tax deduction for qualifying expenses for dependent
care from $3000 for one child or $6000 for 2 or more to $12,000. A qualifying
dependent, as defined in Internal Revenue Code § 21(b)(1), included a taxpayer's
child under the age of 13, a dependent of a taxpayer with a physical or mental
disability, and the spouse of a taxpayer with a physical or mental disability.
Qualifying expenses were those defined in Internal Revenue Code § 21(b)(2). This
was a deduction from gross income, not a credit or rebate. The estimated amount
of tax savings for a household with 2 children were as follows:

$27,000 - $43,000 income, $440
$49,000 - $83,000 income, $336
$83,000 - $130,000, $302

Chairman Ricks asked whether taxpayers would have to itemize deductions to
take advantage of this deduction. Representative Raybould replied that this
deduction was added as part of the standard deduction.

Senator Grow asked for clarification that this deduction was for dependents with
physical and mental disabilities. Representative Raybould explained that there
were 3 classes of dependents: children under the age of 13, children over the age
of 13 with mental or physical disabilities, and spouses with mental or physical
disabilities. Senator Grow asked how they determined the fiscal impact of $4
million to $5 million. Representative Raybould responded that they had consulted
with the Idaho State Tax Commission and the Idaho Fiscal Policy Center. Senator
Grow noted that the bill was retroactive to January 1, 2023 and asked how that
would reduce revenues in fiscal year (FY) 24. Representative Raybould stated
that she estimated they would see half of the $4 million in reduced revenues

in FY 24.



MOTION:

H 328

DISCUSSION:

TESTIMONY:

DISCUSSION:

Vice Chairman Schroeder clarified that the standard deduction was on the front
page of form 1040 and then other deductions were included on form 39R. A
taxpayer was not required to itemize their deductions in order to take advantage of
this one.

Vice Chairman Schroeder moved to send H 288 to the floor with a do pass
recommendation. Senator Rabe seconded the motion. The motion passed by
voice vote.

Urban Renewal. Representative Ehlers presented H 328. He stated that in 2020
this legislature passed H 521 which created an incentive to attract large data
centers to Idaho. If they met certain criteria they would be exempt from sales

tax. The Statement of Purpose for that bill stated that these data centers would
significantly add to the property tax base. The increased tax base provided property
tax relief for homeowners through reduced levies. In exchange, the data centers
received a sales tax exemption. Representative Ehlers stated that H 328 required
that a data center that met those qualifications be kept on the property tax base and
not be allocated into a revenue allocation area or an urban renewal district. This
was a targeted bill and not broader urban renewal reform.

Senator Grow asked whether H 328 circumvented H 521. Representative Ehlers
explained that a data center had already agreed to locate in Idaho when H 521 was
passed in 2020. Recently, however, a revenue allocation area was created around
the data center which would have taken it off the property tax base. Senator
Grow argued that H 328 was in line with the original intent of H 521. That intent
was to allow businesses five years within which to meet the criteria for a sales tax
exemption after which it would revert to the taxpayer.

Brent Tolman, President of the Redevelopment Association of Idaho, testified in
opposition to H 328 and asked that it be held in Committee. He expressed concern
that the rules that were in place when the data center that was the target of this
legislation agreed to locate in Idaho were now being changed. He felt this had a
negative effect on attracting other companies and providing economic growth and
development. The Local Economic Development Act and Idaho Code Title 50,
Chapter 29 allowed local communities to offer incentives for development. It was
the city council that had authority to establish an urban renewal plan. Mr. Tolman
was uncertain what would happen if the businesses were part of an urban renewal
area initially and later met the criteria for a sales tax exemption (Attachment 2).

Senator Trakel asked whether they had established the urban renewal district
around the data center. Mr. Tolman responded that he could not speak to the timing
of the establishment of the revenue allocation area as he was not involved with that.

Vice Chairman Schroeder stated that it was his understanding that if you had an
urban renewal area with a building or property that was part of the existing base
and you overlaid a revenue allocation area over that, the incremental value of any
improvements would go to the urban renewal district and not to the remainder of
the tax base. Mr. Tolman confirmed Vice Chairman Schroeder's understanding.
However, H 328 was unclear as to whether the difference in value of a building
within an existing urban renewal district that later became part of a revenue
allocation area and was purchased by a data center that retrofit the building was
incremental value which went to the urban renewal district or part of the base
value. Vice Chairman Schroeder opined that if the revenue allocation area was
adopted after H 521, H 328 provided that value was part of the base and not part of
the increment. However, they were not aware of the timing of the establishment
of the revenue allocation area.

SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE
Tuesday, March 21, 2023—Minutes—Page 2



TESTIMONY:

DISCUSSION:

TESTIMONY:

DISCUSSION:

TESTIMONY:

MOTION:

Kelley Packer, Executive Director of the Association of Idaho Cities, spoke in
opposition to H 328. She asserted that this bill eliminated an important tool that
local governments had for economic development. She clarified that data centers
in urban renewal revenue allocation areas did pay property taxes. This economic
development provided substantial infrastructure improvements. Changing the rules
hurt future economic development.

Vice Chairman Schroeder noted that the main concern regarding H 328 was
confusion regarding whether any increase in value was part of the increment or
base value. He asked whether there were other misrepresentations. Ms. Packer
stated that the statement in Attachment 1 that the data centers would provide a
huge increase in the property tax base and thereby provide property tax relief to
taxpayers was correct whether now or in the future.

David Lehman, representing the Meridian Development Corporation, testified
in opposition to H 328. He argued that the bill was part of a chipping away at
the ability of urban renewal districts to facilitate local development and business
recruitment. Urban renewal districts helped to provide infrastructure and created
jobs and economic development.

Neil Durrant, a citizen of Kuna, spoke in support of H 328. He stated that it
provided immediate property tax relief by adding the value of capital improvements
by data centers to the property tax base.

Morgan Treasure, Economic Development Director for the city of Kuna and
agency administrator for Kuna Urban Renewal, testified in opposition to H 328. The
agreement with Meta made it financially feasible to expand infrastructure. This bill
reduced their ability to expand infrastructure and eliminated a source of economic
development. Taxpayers in Kuna would be forced to pay to operate and maintain
the $100 million of infrastructure provided by the agreement with Meta. If property
tax relief was provided now by making the value of capital improvements by the
data center part of the base, the long term benefit from economic development
was reduced.

Vice Chairman Schroeder asked whether it was their intent to take the increment
financing tax revenue and use it to operate the plant, or was it their intent to use the
increment financing revenue to expand infrastructure. Ms. Treasure responded
that it was their intent to expand the infrastructure to other users.

Senator Trakel asked whether they had intended to put an urban renewal district
around the data center when H 521 was passed in 2020. Ms. Treasure replied that
had been their intent.

Senator Grow asked Ms. Treasure to discuss what she felt this bill did. Ms.
Treasure stated that H 328 took the value of the data center and put it immediately
on the tax base. If, however, they deferred the benefits it would allow them to further
expand infrastructure and provide an increased amount of economic development.

Representative Durrant spoke in support of H 328. She explained that when
the data center came in 2020 it was understood by most of the residents in Kuna
that the data center would immediately become part of the property tax base and
create property tax relief. She asserted that changing the game plan now would
discourage other industry from locating in Idaho.

Representative Ehlers clarified that the revenue allocation area was adopted by
the city of Kuna on November 1, 2022. H 328 provided immediate property tax relief
by keeping the data center on the tax base.

Senator Trakel moved that H 328 be sent to the floor with a do pass
recommendation. Senator Adams seconded the motion.

SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE
Tuesday, March 21, 2023—Minutes—Page 3



SUBSTITUTE
MOTION:

ORIGINAL
MOTION:

PRESENTATION:

ADJOURNED:

Senator Bernt moved to hold H 328 in Committee. Senator Just seconded the
motion. The motion failed.

The motion to send H 328 to the floor with a do pass recommendation passed
by voice vote.

Page Appreciation Bradley Boyd. Mr. Boyd stated that he had enjoyed being a
Page for the Agricultural Affairs Committee and filling in for the Local Government
and Taxation Committee. He planned to attend Boise State University in August
and major in English and Political Science. He would then like to attend law school
and return to work in the Attorney General's office. The Committee thanked him for
his service and presented him with a gift and letter of appreciation.

There being no further business at this time, Chairman Ricks adjourned the
meeting at 3:26 p.m.

Senator Ricks
Chair

Meg Lawless
Secretary

SENATE LOCAL GOVERNMENT & TAXATION COMMITTEE
Tuesday, March 21, 2023—Minutes—Page 4



2020 Statement of Purpose for HB 521 (Data Sales Tax Break) from Reps Ehlers & Gannon

and Page 2 of Rev and Tax minutes February 26, 2020
STATEMENT OF PURPOSE

RS27371C2 / H0521

The purpose of this legislation is to encourage the construction and location of large-scale data centers in Idaho.
The landscape for attracting data centers is extremely competitive across the United States. At least 30 states
offer a sales tax exemption for server equipment. It is highly unlikely that a large-scale data center will locate
in Idaho — or any state — without a sales tax exemption. Thi§-legislation would allow a sales and use tax
exemption to data centers that commit to a capital expénditureé of not less than two hundred and fifty million
dollars ($250,000,000) within five (5) years of commencement of construction and will create no less than thirty
(30) jobs within two (2) yeats of commencing operations. If 4 data center fails to meet these two requirements,
any sales and use tax exempted shall be repaid. This legislation also clarifies that data center server equipment
is not included in the definition of "new construction” for propérty tax purposes:Data centers significantly add
 to the property tax base wherever they are built, and create jobs paying above the average local wage.

" FISCAL NOTE -

Passage of this legislation, will have a positive impact on the general fund. Though this bill allows a sales
and use tax exemption, this legislation is.prospective and is.intended to attract business inyestment not already
present in the state of Idaho. Business investment of two hundred and fifty million dollars ($250,000,000) or
more will create new jobs, notonly to directly support the data centers, but also in construction jobs and indirect
jobs. 3 e . ) ]

Contact: . 5 ~
Representative Greg Chaney
(208) 332-1000 Sl
Senator Jim Rice
(208) 332-1315

DISCLAIMER: This statément of purpose and fiscal note:are a mere attachment'to this bill and prepared by a proponent
of the bill. It is neither intended as an expression of legislative intent nor intended for any use outside of‘the legislative
process, including judicial review (Joint Rule 18).

Statement of Purpose / Fiscal Note Bill SOP/FN INTRODUCED: 02/19/2020, 8:15 AM

R T



MOTION:

H 553:

Those speaking of in support of H 521 were Lisa Holland, Economic Development
Director, City of Kuna; Clark Krause, Executive Director, Boise Valley Economic
Partnership; Alex LaBeau, President, Idaho Association of Commerce and
Industry; Sean Schupack, Director, Post Falls Associated General Contractors;
and Carolyn Merritt, [daho Chamber Alliance, that is comprised of 22 chambers
across Idaho, who said before data centers can qualify, they would need to spend
$250 million and create thirty direct jobs, which would be a lot of jobs for small
communities and be an economic benefit; it would be a good opportunity for rural
and metro Idaho; it will help the tech sector all over the state; the legislation would
foster $100 million in new construction, which would help many Idaho households
and families; data center companies are looking for communities in which to invest,
providing local education for children, outfitting school buses with WIFI, wanting

to provide grants for more classrooms and providing communication devices for

non-verbal students and other benefits.

Rick Smith, Hawley Troxell, representing Facebook, spoke in support of H 521
He stated he would answer questions about the terms of the legislation, and in
response to committee questions said data centers will provide a huge increase in
the property tax base which will reduce levies for taxpayers; the legislation clarifies
that data center equipment is not considered a part of new construction; the new
property will not go onto tax rolls for the purpose of increasing local government
budgets; local governments can assess impact fees on infrastructure costs and any
demand on local services would be provided by local utility companies; everything
would go on the tax rolls but none of the sales tax exempted new construction would
go on new construction rolls; Facebook is committed to being environmentally
responsible; and property tax will be assessed at 100% of the value.

Rep. Chaney closed by saying data centers diversify Idaho's portfolio. The trend
is storage of more and more data, including social and political data, such as with

iCloud.

Rep. Chaney responded to committee questions by saying the typical investment
in a data center that would be exempt from sale tax is $500 million; any portion of
the profits attributable to data center operations in the state would be subject to
income tax; and income tax would be paid on employees salaries.

Rep. Anderst made a motion to send H 521 to the floor with a DO PASS
recommendation. Metion carried by voice vote. Reps. Giddings, Nichols,
Kiska and Necochea requested to be recorded as voting NAY. Rep. Chaney
will sponsor the bill on the floor.

Senator Jim Rice stated H 553 deals with forest land taxation problems regarding
reclassifying forest land without meeting certain standards for reliability in assessing
those lands. He said timber is not like other things because trees take a number of
years to harvest, Statutorily a number of changes in forest land classification and
treatment were reversed out by a group of owners of forest land, assessors and the
Idaho State Tax Commission who agreed on legislation that included changes in
statute and a set of rules. However, having rules that deal with tax assessment and
changing classifications in assessments can be problematic because changes to
rules can have a substantive impact on tax rates and the taxation of the land. An
assessment change can have the same impact as a fee rule change. So H 553
rolls the rules into statute, encapsulating all the process within statute.

In response to committee questions, Senator Rice replied a legislative group
made up of assessors, the ISTC, industry representatives and forest land owners
collaborated for the last 15 years on the legislation.

HOUSE REVENUE & TAXATION COMMITTEE
Wednesday, February 26, 2020—Minutes—Page 2

)



Redevelopment Association of Idaho
251 E. Front Street, Boise, ID 83702

March 20, 2023
VIA EMAIL

Senate Local Government & Taxation Committee
Attn: Hon. Doug Ricks, Chair

Idaho State Legislature

State Capitol Building

Room WW53

Boise, ID 83720-0038

dricks@senate.idaho.gov

sloc@senate.idaho.gov

Re: HB 328
Dear Honorable Senators:

The members of the Redevelopment Association of Idaho, Inc. (“RAI”) include a
majority of the urban renewal/redevelopment agencies in the State. The RAI was formed for the
purpose of, and is committed to, facilitation of communication between and among Idaho
redevelopment practitioners, education, and encouragement of best practices in the
redevelopment enterprise; facilitation of compliance with applicable state laws; and
improvement of accountability and advancement of the effectiveness of the redevelopment tool
for both urban/downtown revitalization and economic development as expressly permitted by
Chapters 20 and 29, Title 50, Idaho Code. Since RAI’s incorporation in late 2010, RAI has
regularly advised and updated its members as to all changes to the urban renewal laws and/or
laws impacting urban renewal agencies. RAI works closely with representatives of the
Association of Idaho Cities.

RAI strongly objects to the process that has occurred in introducing HB 328. HB
328 comes as a replacement for the previously introduced HB159 relating to data centers
within urban renewal districts. On March 16, 2023, HB 328 was introduced with little to no
explanation of the revisions to HB 328 from HB 159, and without any encouragement of
dialogue related to its potential impacts. In addition, there was a recommendation to have
HB 328 filed for second reading, avoiding a public hearing. RAI is very disappointed by the


mailto:dricks@senate.idaho.gov
mailto:sloc@senate.idaho.gov

March 20, 2023
Page 2

lack of transparency in the process and the lack of an effort to have an informed discussion
related to the unintended consequences of its language.

House Bill 328, in part, seeks to amend existing law to reallocate the property value of a
data center located within an urban renewal revenue allocation area from the increment value to
the base assessment roll value, as long as the revenue allocation area has not issued any bonds as
of the date of introduction of this bill, March 16, 2023. For the reasons set forth below, RAI
respectfully requests you oppose HB 328:

o This is targeted legislation and is bad public policy. HB 328 is aimed at one
project, in one location, Kuna. The City of Kuna had no idea HB 328, or its
previous versions, would be proposed this session and was unaware of its
potential consequences when negotiating the locating of a data center to its
community. Both the City of Kuna and the particular data center believed the
current circumstances and law to afford one set of benefits and characteristics,
and now it is being threatened to change.

o Allocating a data center’s property tax value to the base assessment roll does not
provide more revenue to the overlapping taxing districts; there is no
corresponding increase to a taxing district’s overall budget capacity. HB 328
provides no benefit to the cities, counties, or the State and merely eliminates the
ability to capture increment value revenues for reinvestment in public
infrastructure.

o HB 328 would make doing business in Idaho less stable. Without a grandfather
exception, a business could relocate here under one set of laws, and then once
committed, the rules change. This reactionary response does not support Idaho’s
long-term business development goals. These statutory changes impact a
company’s ability to make long-term planning decisions.

. The language of HB 328 creates a plethora of questions related to practical
implications. For example, it attempts to back date HB 328’s effective date to July
1, 2020, which could have unknown and perilous consequences for preexisting
projects. Also, no explanation is given for the effective date of July 1, 2020. In
addition, the language of HB 328 makes unclear how increases in property value
while the project is being constructed would be treated. Will this be considered
increment or base value? How will the $250M in aggregate capital investment be
calculated? What occurs if the threshold amount is not met within five (5) years?
Is there a possibility the value will be considered increment initially and then
moved to the base? These are administrative and practical concerns that must be
addressed within the language of HB 328.

o Although targeted at one location and community, HB 328 will have impacts
across the State as it will disproportionately hinder small, rural communities from
attracting and incentivizing desired economic development projects. For
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example, if the data center’s property tax value is allocated to the base assessment
roll, the combined base values of existing urban renewal/revenue allocation areas
would exceed 10% of the total taxable value of the municipality, precluding the
creation of new revenue allocation areas to support costly public infrastructure
improvements necessary for targeted economic development projects. HB 328
unnecessarily ties local government’s hands when the local government and the
State are working together to bring high paying jobs, diverse economies, and
taxable value to the State.

Stakeholders impacted by HB 328, particularly urban renewal agencies and cities,
were not aware of this bill prior to its introduction and had no opportunity to
provide feedback to the bill sponsors or to address their concerns.

Idaho Code Section 63-3622VV provides a sales tax exemption for the purchase
or use of eligible server equipment as defined therein. Idaho Code Section 63-
3622VV addresses sales tax only. Unless granted a property tax exemption, data
centers pay property tax. Including a data center in an urban renewal revenue
allocation area does not exempt the data center from paying property taxes.
Further, being included in a revenue allocation area does not mean a data center
receives a property tax benefit.

A data center is not the type of development that uses significant city services
such as police and fire services. In fact, as the circumstances are in the City of
Kuna, data centers may bring or fund public city services by locating within the
community.

The lIdaho Legislature, by adoption of Idaho Code Section 63-3622VV, has
determined data centers are the types of commercial/industrial businesses the
State would like to attract. In some instances, the location of a data center requires
the construction and installation of significant public infrastructure improvements,
i.e., water and sewer system improvements, improvements to rights-of-way, etc.
These costs are significant. The local government should be able to use the tools
available to decide how best to partner with a new business, including whether
there should be a reimbursement of public infrastructure improvements based on
the new taxable development or, alternatively, leverage the necessary
improvements to support the broader community goals of supporting an industrial
area that is located away from residential single family homes. In many instances,
the improvements required of these new businesses will have a broader benefit to
the community at large.

This bill has unintended consequences such as continuing to chip away at one of
the few local government economic development tools, the Urban Renewal Law ,
Chapter 20, Title 50, Idaho Code and the Local Economic Development Act,
Chapter 29, Title 50, Idaho Code, which allows local communities to address how
best to partner with potential new business brought to the state of Idaho.
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. From a policy standpoint, there is no rationale for excluding the ability for a data
center to work with both the State, through sales tax exemption, and local
government, through using revenue allocation proceeds to potentially fund
eligible public infrastructure improvements benefitting the broader community,
particularly since the Idaho Legislature’s goal was to incent data centers to locate
in Idaho. Urban Renewal and the State’s ability to exempt sales tax work in
tandem to meet the desired goals.

The RAI members work hard to better their communities working within the statutory
framework. The RAI respectfully requests you oppose this bill.

Sincerely,

Redevelopment Association of Idaho, Inc.

Brent J. Tolman, President
CC:

Hon. Geoff Schroeder, Vice Chair (gschroeder@senate.idaho.gov)
Hon. C. Scott Grow (sgrow@senate.idaho.gov)

Hon. Kevin Cook (kcook@senate.idaho.gov)

Hon. Ben Adams (badams@senate.idaho.gov)

Hon. Treg A. Bernt (tbernt@senate.idaho.gov)

Hon. Chris T. Trakel (ctrakel@senate.idaho.gov)

Hon. Alison Rabe (arabe@senate.idaho.gov)

Hon. James R. Just (rjust@senate.idaho.gov)

4883-0571-9383, v. 3
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