Dear Senators JOHNSON, Bayer, Burgoyne, and
Representatives COLLINS, Kauffman, Erpelding:

The Legislative Services Office, Research and Legislation, has received the enclosed rules of

the State Tax Commission:

IDAPA 35.01.01 - Income Tax Administrative Rules - Proposed Rule (Docket No. 35-0101-1801).

Pursuant to Section 67-454, Idaho Code, a meeting on the enclosed rules may be called by the
cochairmen or by two (2) or more members of the subcommittee giving oral or written notice to Research
and Legislation no later than fourteen (14) days after receipt of the rules' analysis from Legislative
Services. The final date to call a meeting on the enclosed rules is no later than 09/21/2018. If a meeting is
called, the subcommittee must hold the meeting within forty-two (42) days of receipt of the rules' analysis
from Legislative Services. The final date to hold a meeting on the enclosed rules is 10/22/2018.

The germane joint subcommittee may request a statement of economic impact with respect to a
proposed rule by notifying Research and Legislation. There is no time limit on requesting this statement,
and it may be requested whether or not a meeting on the proposed rule is called or after a meeting has
been held.

To notify Research and Legislation, call 334-4834, or send a written request to the address on the

memorandum attached below.
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Legislative Services Oflice
Idaho State Legislature

Eric Milstead Serving Haho' s Glizen Legialafiure
Director
MEMORANDUM
TO: Rules Review Subcommittee of the Senate Local Government & Taxation Committee and

the House Revenue & Taxation Committee
FROM: Division Manager - Kristin Ford

DATE: September 04, 2018

SUBJECT: State Tax Commission
IDAPA 35.01.01 - Income Tax Administrative Rules - Proposed Rule (Docket No. 35-0101-1801)

Summary and Stated Reasons for the Rule

The State Tax Commission submits notice of proposed rulemaking relating to the Income Tax. There are

many miscellaneous changes being made in this rule docket:

Rule 015 clarifies how the Tax Commission applies federal retroactive provisions and provides that un-

codified provisions of federal law are included when calculating Idaho taxable income.

Rule 017 tells taxpayers how to report federal Section 965 deemed repatriation income on an Idaho return.

Rule 075 adds the tax brackets for calendar year 2018 and removes the bracket for calendar year 2013.

Rule 108 and Rule 253 comply with section 63-3022, Idaho Code, by mirroring statutory language re-

garding when nonqualified withdrawals from a college savings plan may be added to taxable income.

Rule 185 increases the amount of the income tax deduction for adoption expenses, pursuant to the 2018

change to section 63-30221, Idaho Code.

Rule 263 adds the 2018 amount of guaranteed payments that are sourced as compensation for services

(adjusted annually by the Tax Commission pursuant to section 63-3026A(3)(a), Idaho Code).

Rule 300 adds a chart of the corporate income tax rates.

Rules 745-748 are being deleted because the underlying statute has expired (Credit for Qualifying New

Employees).

Rules 755-759 are being deleted because the underlying statute has expired (Hire One Act).

Rules 760 and 763 are being deleted because the underlying statute has expired (Incentive Investment

Tax Credit).

Rules 765-767 are being deleted because the underlying statute has expired (Biofuel Infrastructure In-

vestment Tax Credit).

Kristin Ford, Manager Paul Headlee, Manager April Renfro, Manager Glenn Harris, Manager
Research & Legislation Budget & Policy Analysis Legislative Audits Information Technology
Statehouse, P.O. Box 83720 Tel: 208-334-2475

Boise, Idaho 83720-0054 www.legislature.idaho.gov



Rules 790, 791 and 793 are being amended to delete reference to the expired Incentive Investment Tax
Credit.

Rule 799 is being amended to delete provisions relating to expired statutes and to add reference to the
new Idaho child tax credit found in section 63-3029L, Idaho Code.

Rule 830 changes the date the withholding reconciliation return must be filed from the last day of February
to the last day of January.

Rules 890 and 891 are being amended to comply with the 2018 changes to section 63-3069, Idaho Code,
which revises the time period within which a taxpayer must notify the Tax Commission of a change in
federal taxable income or in taxes paid to another state.

Negotiated Rulemaking / Fiscal Impact

The agency states that negotiated rulemaking was not conducted due to the simple nature of the rules. No
fiscal impact is expected.

Statutory Authority

The proposed rule appears to be within the agency's statutory authority under sections 63-105 and
63-3039, Idaho Code, in addition to the other statutory citations provided in the Summary section of this
memo.

cc: State Tax Commission
Kimberlee Stratton

**%* PLEASE NOTE ***
Per the Idaho Constitution, all administrative rules must be reviewed by the Legislature during the next legisla-
tive session. The Legislature has 3 options with this rulemaking docket: 1) Approve the docket in its entirety;
2) Reject the docket in its entirety; or 3) Reject the docket in part.
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IDAPA 35 — STATE TAX COMMISSION
35.01.01 — INCOME TAX ADMINISTRATIVE RULES
DOCKET NO. 35-0101-1801
NOTICE OF RULEMAKING — PROPOSED RULE

AUTHORITY: In compliance with Section 67-5221(1), Idaho Code, notice is hereby given that this agency has
initiated proposed rulemaking procedures. The action is authorized pursuant to Sections 63-105 and 63-3039, Idaho
Code.

PUBLIC HEARING SCHEDULE: Public hearing(s) concerning this rulemaking will be scheduled if requested in
writing by twenty-five (25) persons, a political subdivision, or an agency, not later than August 15, 2018

The hearing site(s) will be accessible to persons with disabilities. Requests for accommodation must be made not
later than five (5) days prior to the hearing, to the agency address below.

DESCRIPTIVE SUMMARY: The following is a nontechnical explanation of the substance and purpose of the
proposed rulemaking:

RULE 015 — The changes to this rule clarify how the Tax Commission applies Federal retroactive provisions and
clarify that uncodified provisions of federal law are included when calculating Idaho taxable income.

RULE 017 — This new rule tells taxpayers how to report federal section 965 deemed repatriation income on the
Idaho return.

RULE 075 — Rule 075 is being amended to add the tax brackets for calendar year 2018 and remove the
information for calendar year 2013 so only five years of historical data is retained in the rule.

RULE 108 — Rule 108 is being amended consistent with 2018 HB515. This change adds the statement that the
addition to taxable income for a nonqualified withdrawal from a college savings plan is limited to contributions
previously exempt from Idaho income tax and earnings generated from the program as long as the earnings aren’t
already included in federal adjusted gross income.

RULE 185 — Rule 185 is being amended consistent with 2018 HB453. This change increases the amount of the
income tax deduction for adoption expenses from $3,000 to $10,000.

RULE 253 — Rule 253 is being amended consistent with 2018 HB515. This change adds the statement that the
addition to taxable income for a nonqualified withdrawal from a college savings plan is limited to contributions
previously exempt from Idaho income tax and earnings generated from the program as long as the earnings aren’t
already included in federal adjusted gross income.

RULE 263 — Rule 263 is being amended to add the amount of guaranteed payments that are sourced as
compensation for services for calendar year 2018.

RULE 300 — We’ve added a section to this rule to list the corporate tax rates for 2001 through 2018.

RULES 745-748 — Rules 745-748 are being deleted since the statute is expired (Credit for Qualifying New
Employees).

RULES 755-759 — Rules 755-759 are being deleted since the statute is expired (Hire One Act).

RULES 760 & 763 — Rules 760 & 763 are being deleted since the statute is expired (Incentive Investment Tax
Credit).

RULES 765-767 — Rules 765-767 are being deleted since the statute is expired (Biofuel Infrastructure
Investment Tax Credit).
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RULES 790, 791 & 793 — Rules 790, 791 & 793 are being amended to delete the references to the incentive
investment tax credit since the statute is expired.

RULE 799 — Rule 799 is being amended to delete sections for statutes that no longer exist and add the new Idaho
child tax credit.

RULE 830 — Changes the date the withholding reconciliation return must be filed from the last day of February
to the last day of January.

RULES 890 and 891 — Rules 890 and 891 are being amended consistent with 2018 HB382. This change
modifies the time period that a taxpayer has to notify the Tax Commission of a change in federal taxable income or in
tax paid to another state.

FEE SUMMARY: The following is a specific description of the fee or charge imposed or increased: N/A

FISCAL IMPACT: The following is a specific description, if applicable, of any negative fiscal impact on the state
general fund greater than ten thousand dollars ($10,000) during the fiscal year resulting from this rulemaking: N/A

NEGOTIATED RULEMAKING: Pursuant to Section 67-5220(2), Idaho Code, negotiated rulemaking was not
conducted because the rules are simple in nature.

INCORPORATION BY REFERENCE: Pursuant to Section 67-5229(2)(a), Idaho Code, the following is a brief
synopsis of why the materials cited are being incorporated by reference into this rule: N/A

ASSISTANCE ON TECHNICAL QUESTIONS, SUBMISSION OF WRITTEN COMMENTS: For assistance
on technical questions concerning the proposed rule, contact Cynthia Adrian, (208) 334-7670. For general questions,
contact Kimberlee Stratton, (208) 334-7544.

Anyone may submit written comments regarding this proposed rulemaking. All written comments must be
directed to the undersigned and must be delivered on or before August 22, 2018.

DATED this 6th day of July, 2018.

Cynthia Adrian, Tax Policy Specialist
State Tax Commission

800 Park Blvd., Plaza IV

P.O.Box 36

Boise, ID 83722-0410

Phone: (208) 334-7670

Fax: (208) 334-7844

THE FOLLOWING IS THE PROPOSED TEXT OF DOCKET NO. 35-0101-1801
(Only Those Sections With Amendments Are Shown.)

015. INTERNAL REVENUE CODE (RULE 015).
Section 63-3004, Idaho Code

01. Interpretations. Interpretations of the Internal Revenue Code may be found in various sources.
These sources include decisions of the Tax Court, Congressional Committee Reports, General Counsel Memoranda,
Decisions of the Federal and State Courts on federal income tax issues and Treasury Regulations. These
interpretations are adopted by this reference to the extent that they are not in conflict with or inconsistent with the

Idaho Administrative Bulletin Page 149 August 1, 2018 — Vol. 18-8



STATE TAX COMMISSION Docket No. 35-0101-1801

Income Tax Administrative Rules Proposed Rulemaking
Idaho Code or administrative rules. (3-20-97)
02. Internal Revenue Code Definition. The definition of the term “Internal Revenue Code,” as

defined in Section 63-3004, Idaho Code, includes all uncodified provisions in federal law that relate to provisions of
the Internal Revenue Code and also includes any other provision of federal law that is used to determine federal

taxable income. ( )

03. Retroactive Amendments. For the purpose of determining federal taxable income, any retroactive
amendments to the Internal Revenue Code that are enacted on or before the date found in Section 63-3004(a), Idaho

Code, are applied retroactively to the extent allowed under federal law. ( )

024. Tax Commission Granted Discretion in Determining Correctness of Tax Return. Discretion
granted to the Secretary of the Treasury to determine or reallocate items of income or adjustments to income,
deductions, expenses, credits or other subjects of taxation by the Internal Revenue Code may also be exercised by the
Tax Commission and its authorized agents, employees and deputies to enforce and administer the Idaho Income Tax
Act and these rules. (3-20-97)

(BREAK IN CONTINUITY OF SECTIONS)

017. TREATMENT OF THE SECTION 965 OF THE INTERNAL REVENUE CODE INCREASE IN
SUBPART F INCOME AND RELATED EXCLUSIONS (RULE 017).

Subpart F income as defined in Section 952, Internal Revenue Code, is gross income under Section 951(a), Internal
Revenue Code, and included in a taxpayer’s taxable income under the Internal Revenue Code. Idaho taxpayers must
include the Section 965, Internal Revenue Code, increase in their subpart F income (Section 965(a) reduced by
Section 965(b). Internal Revenue Code). when computing their Idaho taxable income regardless of how such income
is reported to the Internal Revenue Service on the federal income tax form. ( )

0178.--024.  (RESERVED)

(BREAK IN CONTINUITY OF SECTIONS)

075. TAX ON INDIVIDUALS, ESTATES, AND TRUSTS (RULE 075).
Section 63-3024, Idaho Code

01. In General. The tax rates applied to the Idaho taxable income of an individual, trust or estate for
the latest five (5) years are identified in Subsection 075.03 of this rule. The Idaho income tax brackets are adjusted for
inflation. The maximum tax rate as listed for the applicable taxable year in Subsection 075.03 of this rule applies in
computing the tax attributable to the S corporation stock held by an electing small business trust. See Rule 078 of

these rules. (4-7-11)
02. Tax Computation. (5-3-03)
a. The tax rates and income tax brackets listed in Subsection 075.03 of this rule are those for a single
individual or married individuals filing separate returns. (4-6-05)
b. The tax imposed on individuals filing a joint return, filing as a surviving spouse, or filing as a head
of household is twice the tax that would be imposed on one-half (1/2) of the total Idaho taxable income of a single
individual. (4-7-11)
c. For example, if a married couple filing a joint return reports Idaho taxable income of thirty
thousand dollars ($30,000), the tax is computed as if they had taxable income of fifteen thousand dollars ($15,000).
The tax amount is multiplied by two (2). (4-7-11)
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03. Tables Identifying the Idaho Tax Rates and Income Tax Brackets. (3-20-04)
a. Fortaxable years beginning-in2013:

b. For taxable years beginning in 2014:

IF IDAHO TAXABLE INCOME IS IDAHO TAX
At least But less than Is Plus

$1 $1,429 $0 + 1.6% of taxable income

$1,429 $2,858 $22.86 + 3.6% of the amount over $1,429
$2,858 $4,287 $74.30 + 4.1% of the amount over $2,858
$4,287 $5,716 $132.89 + 5.1% of the amount over $4,287
$5,716 $7,145 $205.77 + 6.1% of the amount over $5,716
$7,145 $10,718 $292.94 + 7.1% of the amount over $7,145

$10,718 or more $546.59 + 7.4% of the amount over $10,718

Tax and bracket amounts were calculated using consumer price index amounts published on April 13, 2014.

(4-11-15)

cb. For taxable years beginning in 2015:
IF IDAHO TAXABLE INCOME IS IDAHO TAX

At least But less than Is Plus

$1 $1,452 $0 + 1.6% of taxable income

$1,452 $2,904 $23.23 + 3.6% of the amount over $1,452

$2,904 $4,356 $75.50 + 4.1% of the amount over $2,904

$4,356 $5,808 $135.03 + 5.1% of the amount over $4,356

Idaho Administrative Bulletin
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IF IDAHO TAXABLE INCOME IS IDAHO TAX
At least But less than Is Plus
$5,808 $7,260 $209.08 + 6.1% of the amount over $5,808
$7,260 $10,890 $297.65 + 7.1% of the amount over $7,260
$10,890 or more $555.38 + 7.4% of the amount over $10,890
Tax and bracket amounts were calculated using consumer price index amounts published on April 13, 2015.

(3-25-16)

de. For taxable years beginning in 2016:
IF IDAHO TAXABLE INCOME IS IDAHO TAX

At least But less than Is Plus

$1 $1,454 $0 + 1.6% of taxable income

$1,454 $2,908 $23.26 + 3.6% of the amount over $1,454

$2,908 $4,362 $75.60 + 4.1% of the amount over $2,908

$4,362 $5,816 $135.21 + 5.1% of the amount over $4,362

$5,816 $7,270 $209.36 + 6.1% of the amount over $5,816

$7,270 $10,905 $298.05 + 7.1% of the amount over $7,270
$10,905 or more $556.14 + 7.4% of the amount over $10,905

Tax and bracket amounts were calculated using consumer price index amounts published on April 13, 2016.

(3-29-17)

ed. For taxable years beginning in 2017:
IF IDAHO TAXABLE INCOME IS IDAHO TAX

At least But less than Is Plus

$1 $1,472 $0 + 1.6% of taxable income

$1,472 $2,945 $23.56 + 3.6% of the amount over $1,472

$2,945 $4,417 $76.57 + 4.1% of the amount over $2,945

$4.,417 $5,890 $136.94 + 5.1% of the amount over $4,417

$5,890 $7,362 $212.03 + 6.1% of the amount over $5,890

$7,362 $11,043 $301.85 + 7.1% of the amount over $7,362
$11,043 or more $563.21 + 7.4% of the amount over $11,043

Tax and bracket amounts were calculated using consumer price index amounts published on April 13, 2017.

(3-28-18)

I®

For taxable years beginning in 2018:
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IF IDAHO TAXABLE INCOME IS IDAHO TAX
At least But less than Is Plus
$1 $1.504 $0 + 1.125% of taxable income
$1.504 3,008 $16.92 + 3.125% of the amount over $1.504
$3.008 4.4.511 $63.91 + 3.625% of the amount over $3.008
$4.511 $6.015 $118.42 + 4.625% of the amount over $4.511
$6.015 $7.519 $187.97 + 5.625% of the amount over $6.015
$7.519 11.279 $272.56 + 6.625% of the amount over $7.519
$11.279 or more 521.63 + 6.925% of the amount over $11.279
Tax and bracket amounts were calculated using consumer price index amounts published on April 13, 2018.

(G

(BREAK IN CONTINUITY OF SECTIONS)

108. ADJUSTMENTS TO TAXABLE INCOME -- ADDITIONS REQUIRED ONLY OF INDIVIDUALS
(RULE 108).
Section 63-3022, Idaho Code

01. Lump Sum Distributions. As provided in Section 63-3022(k), Idaho Code, an individual must add
the taxable amount of a lump sum distribution excluded from taxable income. (4-7-11)

02. Withdrawals from an Idaho Medical Savings Account. As provided in Section 63-3022K, Idaho
Code, an account holder must add the amount of a withdrawal from an Idaho medical savings account if the
withdrawal was not made for the purpose of paying eligible medical expenses. See Rule 190 of these rules. (4-7-11)

03. Withdrawals from an Idaho College Savings Program. (4-2-08)

a. As provided in Section 63-3022(0), Idaho Code, an account owner must add the amount of any
nonqualified withdrawal from an Idaho college savings program, less the amount included in the account owner’s
gross income. The addition is limited to contributions previously exempt from Idaho state income tax and earnings

generated from the program as long as the earnings are not already included in federal adjusted gross income.
Nonqualified withdrawal is defined in Section 33-5401, Idaho Code. {3-20-04)( )

b. As provided in Section 63-3022(p), Idaho Code, an account owner must add the amount of a
withdrawal from an Idaho college savings program that is transferred on or after July 1, 2007 to a qualified tuition
program operated by a state other than Idaho. For taxable years beginning on or after January 1, 2008, the addback is
limited to the total of the amounts contributed to the Idaho college savings program that were deducted on the account
owner’s Idaho income tax returns for the year of the transfer and the immediately preceding taxable year.  (4-7-11)

04. Certain Expenses of Eligible Educators. As provided in Section 63-30220, Idaho Code, prior to
January 1, 2012, an eligible educator as defined in Section 62, Internal Revenue Code, must add the amount of out-of-
pocket classroom expenses deducted as allowed by Section 62, Internal Revenue Code, in computing adjusted gross
income. (4-4-13)

05. State and Local Sales Tax. As provided in Section 63-3022(j), Idaho Code, an individual must add
the amount of state and local general sales taxes deducted as an itemized deduction. 4-7-11)
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(BREAK IN CONTINUITY OF SECTIONS)

185. ADOPTION EXPENSES (RULE 185).
Section 63-30221, Idaho Code

01. In General. Subject to the limitations of Subsection 185.02, adoptive parents may deduct from
taxable income legal and medical expenses related to the adoption of a child. Travel expenses related to the adoption
may not be deducted. (3-20-97)

02. Maximum Deduction. The deduction allowed for a successful adoption is limited to a maximum

of deduction for each adopted child. For taxable years beginning before 2018, the maximum deduction is three
thousand dollars ($3,000);. For taxable years beginning after 2017, the maximum deduction is ten thousand dollars
(81 0,000) regardless of whether the deductlon is claimed in one (l) or more years Lf-a-taxpayepadept-s-mgxet-han-ene

a. Examples: ( )
i A taxpayer spent five thousand dollars ($5.000) in 2017 and four thousand dollars ($4.000) in 2018

to adopt a child. He can deduct three thousand dollars ($3.000) in 2017 and four thousand dollars ($4.000) in 2018.
C )
i il. A taxpayer spent five thousand dollars ($5.000) in 2017 and fifteen thousand dollars ($15.000) in
2018 to adopt a child. He can deduct three thousand dollars ($3.000) in 2017 and seven thousand dollars ($7.000) in
2018. C )
03. Ineligible Expenses. (3-20-97)
a. The costs associated with an unsuccessful attempt to adopt a child do not qualify for the deduction.
(3-20-97)
b. A deduction is not allowed for expenses incurred in violation of state or federal law or for a
surrogate parenting arrangement. (3-20-97)
04. Year Deduction Allowed. The deduction is allowed in the taxable year the expense is paid. A
taxpayer shall file an amended return if he claimed any adoption expenses related to an unsuccessful attempt to adopt
in a previous taxable year. (3-20-97)
0s. Financial Assistance. Eligible expenses shall be reduced by amounts received as financial aid for
the adoption, or from a grant pursuant to a federal, state, or local program. (3-20-97)

(BREAK IN CONTINUITY OF SECTIONS)

253. NONRESIDENT AND PART-YEAR RESIDENT INDIVIDUALS -- ADDITIONS REQUIRED IN
COMPUTING IDAHO ADJUSTED INCOME.
Section 63-3026A(6), Idaho Code. The following items must be added to Idaho adjusted gross income in computing

the Idaho adjusted income of nonresident and part-year resident individuals. (4-7-11)
01. Interest and Dividends Not Taxable Pursuant to the Internal Revenue Code. (3-20-97)
a. Part-Year Residents. Interest and dividend income not taxable pursuant to the Internal Revenue

Code that was received while residing in or domiciled in Idaho must be added. However, interest received from
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obligations of the state of Idaho or any political subdivision of Idaho is exempt from Idaho income tax and is not
added. (4-7-11)

b. Nonresidents. Interest and dividend income reportable from a pass-through entity that was
transacting business in Idaho must be added to the extent the income was apportioned or allocated as Idaho income.
See Rule 263 of these rules for multistate apportionment rules. 4-7-11)

02. Net Operating Loss Deduction. The amount of the net operating loss deduction included in Idaho
adjusted gross income must be added. 4-7-11)

03. Capital Loss. Capital losses included in Idaho adjusted gross income must be added if the loss was
incurred while not residing in and not domiciled in Idaho, or if the loss relates to an activity not taxable by Idaho at
the time the loss was incurred. (4-7-11)

04. Lump Sum Distributions. Part-year residents must add the taxable amount of a lump sum
distribution deducted in calculating taxable income received while residing in or domiciled in Idaho. This includes
both the ordinary income portion and the amount eligible for the capital gain election. (4-7-11)

05. Idaho Medical Savings Account. An account holder must add the amount of any nonqualified
withdrawal from an Idaho medical savings account if the withdrawal was not made for the purpose of paying eligible
medical expenses. (4-7-11)

06. Idaho College Savings Program. (4-7-11)

a. An account owner must add the amount of a nonqualified withdrawal from an Idaho college
savings program, less the amount included in the account owner’s Idaho adjusted gross income. The addition is
limited to contributions previously exempt from Idaho state income tax and earnings generated from the program as
long as the earnings are not already included in federal adjusted gross income. Nonqualified withdrawal is defined in
Section 33-5401, Idaho Code. {(4-7-11) )

b. As provided in Section 63-3022(p), Idaho Code, an account owner must add the amount of a
withdrawal from an Idaho college savings program that is transferred on or after July 1, 2007, to a qualified tuition
program operated by a state other than Idaho. For taxable years beginning on or after January 1, 2008, the addback is
limited to the total of the amounts contributed to the Idaho college savings program that were deducted on the account
owner’s Idaho income tax returns for the year of the transfer and the immediately preceding taxable year.  (4-7-11)

07. Special First-Year Depreciation Allowance. As provided by Section 63-30220, Idaho Code, if a
taxpayer claims the special first-year depreciation allowance on property acquired before 2008 or after 2009 pursuant
to Section 168(k), Internal Revenue Code, the adjusted basis of that property and the depreciation deduction allowed
for Idaho income tax purposes must be computed without regard to the special first-year depreciation allowance. An
individual must add the amount of depreciation computed for federal income tax purposes that exceeds the amount of
depreciation computed for Idaho income tax purposes. This addition does not apply to depreciation computed on
property acquired after 2007 or before 2010. (2-27-12)

08. Certain Expenses of Eligible Educators. As provided in Section 63-30220, Idaho Code, prior to

January 1, 2012, the amount of out-of-pocket classroom expenses deducted pursuant to Section 62, Internal Revenue
Code, must be added. (4-4-13)

(BREAK IN CONTINUITY OF SECTIONS)

263. IDAHO SOURCE INCOME OF NONRESIDENT AND PART-YEAR RESIDENT INDIVIDUALS --
DISTRIBUTIVE SHARE OF S CORPORATION AND PARTNERSHIP INCOME (RULE 263).
Section 63-3026A(3), Idaho Code

01. In General. The taxable amount of a shareholder’s pro rata share or a partner’s distributive share of
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business income, gains, losses, and other pass-through items from an S corporation or partnership operating both
within and without Idaho is determined by multiplying each pass-through item by the Idaho apportionment factor of
the business. The Idaho apportionment factor is determined pursuant to Section 63-3027, Idaho Code, and related

rules. (3-20-97)
02. Nonbusiness Income. Pass-through items of identifiable nonbusiness income, gains, or losses of
an S corporation or partnership constitute Idaho source income to the shareholder or partner if allocable to Idaho
pursuant to the principles set forth in Section 63-3027, Idaho Code. (3-20-97)
03. Pass-Through Items. Whether a pass-through item of income or loss is business or nonbusiness
income is determined at the pass-through entity level. Pass-through items of business income or loss may include:
(3-20-97)
a. Ordinary income or loss from trade or business activities; (3-20-97)
b. Net income or loss from rental real estate activities; (3-20-97)
c. Net income or loss from other rental activities; (3-20-97)
d. Interest income; (3-20-97)
e. Dividends; (3-20-97)
f. Royalties; (3-20-97)
g. Capital gain or loss; (3-20-97)
h. Other portfolio income or loss; (3-20-97)
i. Gain or loss recognized pursuant to Section 1231, Internal Revenue Code. (3-20-97)
04. Guaranteed Payments Treated As Compensation. (3-20-14)
a. Guaranteed payments to an individual partner up to the amount shown in paragraph 263.04.b. in

any calendar year is sourced as compensation for services. If a nonresident partner performs services on behalf of the
partnership within and without Idaho, the amount included in Idaho compensation is determined as provided in Rule

270 of these rules. (3-20-14)
b. The amount of guaranteed payments that are sourced as compensation for services is as follows:
TAX YEAR AMOUNT
2018 $263.000
2017 $257,500
2016 $254,250
2015 $254,000
2014 $250,000
2013 $250,000
(32818 )

(BREAK IN CONTINUITY OF SECTIONS)
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300. TAX ON CORPORATIONS (RULE 300).
Sections 63-3025 and 63-3025A, Idaho Code

01. Excise Tax. A corporation excluded from the tax on corporate income imposed by Section 63-
3025, Idaho Code, is subject to the excise tax imposed by Section 63-3025A, Idaho Code. If a corporation is subject
to the excise tax imposed by Section 63-3025A, Idaho Code, it is not subject to the tax on corporate income imposed
by Section 63-3025, Idaho Code. (3-20-97)

02. Minimum Tax. A name-holder or inactive corporation that is authorized to do business in Idaho
shall pay the minimum tax of twenty dollars ($20) even though the corporation did not conduct Idaho business
activity during the taxable year. A nonproductive mining corporation generally is not required to pay the minimum
tax. See Subsection 300.03. (3-20-97)

03. Nonproductive Mining Corporations. A nonproductive mining corporation is a corporation that
does not own any producing mines and does not engage in any business other than mining. A corporation that
qualifies as a nonproductive mining corporation is required to file and pay tax if it receives any other income.

(3-20-97)
04. Protection Under Public Law 86-272. A corporation whose Idaho business activities fall under
the protection of Public Law 86-272 is exempt from the taxes imposed by Sections 63-3025 and 63-3025A, Idaho
Code, including the minimum tax. (3-30-07)
05. Corporate Income Tax Rates.
PERIOD TAX RATE
2018 and after 6.925%

2012-2017 7.4%

2001-2011 7.6%
)

(BREAK IN CONTINUITY OF SECTIONS)
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g Fe P p Py

731. -- 749. (RESERVED)

(BREAK IN CONTINUITY OF SECTIONS)
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76855.--769. (RESERVED)

(BREAK IN CONTINUITY OF SECTIONS)

790. TRANSFER OF CREDIT: IN GENERAL (RULE 790).
Sections 63-3029I and 63-3029J, Idaho Code

01. In General. A credit may be transferred only as specifically allowed in the statute authorizing the

credit. The following credits are the only credits that may be transferred: (3-15-02)
a. The broadband equipment investment credit, as allowed by Section 63-30291, Idaho Code;-ané.

(3-15-02)

b. {3-15-02)

02. Terms. For purposes of Rules 790 through 795 of these rules, the following terms have the stated

meanings: (3-15-02)

a. Transferor. The taxpayer who earns the credit and sells, conveys, or transfers the credit to another

taxpayer shall be referred to as the transferor. (3-15-02)

b. Transferee. The taxpayer who receives the credit from the transferor or intermediary shall be

referred to as the transferee. (3-20-04)

03. Transfer Limited. (3-20-04)

b. The broadband equipment investment credit may be transferred to another taxpayer required to file
an Idaho income tax return or to an intermediary. The intermediary may use all or a portion of the broadband
equipment investment credit or resell the credit to a taxpayer required to file an Idaho income tax return. The

broadband equipment investment credit may not be transferred more than two (2) times. (3-20-04)
cb. A taxpayer who receives credit through unitary sharing may not transfer the credit to another
taxpayer. (3-20-04)

791. TRANSFER OF CREDIT: NOTIFICATION OF INTENDED TRANSFER (RULE 791).
Sections 63-3029I and 63-3029]J, Idaho Code

01. Timing of Notification. A taxpayer who intends to transfer qualified credit shall notify the Tax
Commission in writing of its intent to transfer the credit at least sixty (60) days prior to the date of the transfer. A
transfer may not take place prior to the Tax Commission providing its response as to the amount of credit available

and the years the credit may be carried forward. (3-15-02)
02. Information Required. A transferor or intermediary shall notify the Tax Commission by
submitting the following information on a form prescribed by the Tax Commission: (3-20-04)
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a. Name, address, and federal employer identification number of the transferor or intermediary;

(3-20-04)

b. Name, address, and federal employer identification number of the transferee; (3-15-02)

c. Type of credit to be transferred; (3-15-02)

d. Amount of credit to be transferred; (3-15-02)

e. Date of intended transfer; (3-20-04)

f. Signature of authorized individual for transferor or intermediary; and (3-20-04)

A copy of the Idaho Form 68, Idaho Broadband Equipment Investment Credit-or-ldaho-Form 69;
ldahe—tncem-w%#w&stmenﬂax—';@d# and requlred schedules for each tax year the credit being transferred was

earned. {3-20-04)( )

(BREAK IN CONTINUITY OF SECTIONS)

793. TRANSFER OF CREDIT: TRANSFEREE (RULE 793).
Sections 63-3029I and 63-3029J, Idaho Code

01. Tax Year Credit Available. A transferee may first claim the transferred credit on an income tax
return originally filed during the calendar year in which the transfer takes place. However, if the transferee did not
claim the transferred credit on his original return filed during the calendar year in which the transfer takes place, he
may not amend such return to claim the credit for that tax year. The credit may not be claimed on a tax return that
begins prior to January 1, 2001. (3-20-04)

02. Copy of Transfer Form Required. The form verifying the transferred credit shall be attached to
the income tax return for each taxable year that the credit is claimed or carried over. (3-15-02)

03. Carryover Period. If a credit is transferred, the transferee is entitled to any remaining carryover
period that would have been allowed to the transferor or intermediary had the credit not been transferred. The Tax
Commission shall verify the carryover period. The carryover period approved shall apply to the taxable year of the
transferee that begins in the calendar year in which the transferor’s taxable year begins. (3-20-04)
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d. Taxpayer A earned the broadband equipment investment credit in his taxable year beginning in

2002. He claimed part of the credit on his return for that year. In October of 2003, Taxpayer A sold the remaining

credit to Taxpayer B, an intermediary. Taxpayer B resold the credit in May of 2004 to Taxpayer C. Taxpayer C

claimed the credit on his original return for taxable year beginning in 2003, which he filed in November of 2004.
Taxpayer C has a thirteen (13) year carryover remaining, the same as Taxpayer B would have been entitled to.

(3-20-04)

794. -- 798. (RESERVED)

799. PRIORITY ORDER OF CREDITS AND ADJUSTMENTS TO CREDITS (RULE 799).
Section 63-3029P, Idaho Code

01. Tax Liability. Tax liability is the tax imposed by Sections 63-3024, 63-3025, and 63-3025A, Idaho
Code. (3-20-97)

02. Nonrefundable Credits. A nonrefundable credit is allowed only to reduce the tax liability. A
nonrefundable credit not absorbed by the tax liability is lost unless the statute authorizing the credit includes a
carryover provision. Nonrefundable credits apply against the tax liability in the following order of priority: (3-20-97)

a. Credit for taxes paid to other states as authorized by Section 63-3029, Idaho Code; (3-20-97)
b. For part-year residents only, the grocery credit as authorized by Section 63-3024A, Idaho Code;
(5-3-03)
c. Credit for contributions to Idaho educational institutions as authorized by Section 63-3029A, Idaho
Code; (3-20-97)
d. Investment tax credit as authorized by Section 63-3029B, Idaho Code; (3-20-97)
e. Credit for contributions to Idaho youth facilities, rehabilitation facilities, and nonprofit substance
abuse centers as authorized by Section 63-3029C, Idaho Code; (3-30-01)
f. Credit for equipment using postconsumer waste or postindustrial waste as authorized by Section
63-3029D, Idaho Code; (3-30-01)
g. Promoter-sponsored event credit as authorized by Section 63-3620C, Idaho Code; (3-15-02)
h.
Code;
. Credit for Idaho research activities as authorized by Section 63-3029G, Idaho Code; (3-15-02)
ji. Broadband equipment investment credit as authorized by Section 63-3029I, Idaho Code; and
(3-15-02)
k. (3-15-02)
4. Small employer investment tax credit as authorized by Section 63-4403, Idaho Code. (4-11-06)
mk. Small employer real property improvement tax credit as authorized by Section 63-4404, Idaho
Code. (4-11-06)

Al Small employer new jobs tax credit as authorized by Section 63-4405, Idaho Code. (4-11-06)

om. Credit for live organ donation expenses as authorized by Section 63-3029K, Idaho Code. (3-30-07)
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B-
n. Idaho child tax credit as authorized by Section 63-3029L, Idaho Code. ( )
03. Adjustments to Credits. (4-11-06)
a. Adjustments to the amount of a credit earned shall be determined pursuant to the law applicable to
the taxable year in which the credit was earned. (4-11-06)
b. Adjustments to the amount of a credit earned may be made even though the taxable year in which
the credit was earned is closed due to the statute of limitations. Such adjustments to the earned credit shall also apply
to any taxable years to which the credit was carried over. (4-11-06)
c. If the taxable year in which the credit was earned or carried over to is closed due to the statute of

limitations, any adjustments to the credit earned shall not result in any tax due or refund for the closed taxable years.
However, the adjustments may result in tax due or a refund in a carryover year if the carryover year is open to the
statute of limitations. (4-11-06)

(BREAK IN CONTINUITY OF SECTIONS)

830. INFORMATION RETURNS (RULE 830).
Section 63-3037, Idaho Code

01. In General. Information returns are not required to be filed with the Tax Commission except as
follows: (3-20-97)
a. Form 1098, Mortgage Interest Statement, if the property was located in Idaho. (4-5-00)
b. Form 1099-A, Acquisition or Abandonment of Secured Property, if the property was located in
Idaho. (4-5-00)
c. Form 1099-B, Proceeds From Broker and Barter Exchange Transactions, if the property was
located in Idaho or the service was performed in Idaho. (4-5-00)
d. Form 1099-C, Cancellation of Debt, if the secured property was located in Idaho. (4-5-00)
e. Form 1099-MISC, Miscellaneous Income, if it was issued for transactions related to property
located or utilized in Idaho or for services performed in Idaho. (4-5-00)
f. Form 1099-R, Distributions from Pensions, Annuities, Retirement or Profit-Sharing Plans, IRA’s,
Insurance Contracts, etc., if Idaho income tax was withheld. (4-5-00)
g. Form 1099-S, Proceeds From Real Estate Transactions, if it was issued for transactions related to
property located in Idaho. (4-5-00)
h. Form W-2G, Certain Gambling Winnings, if the gambling took place in Idaho. (7-1-98)
02. Submitting Returns. Information returns must be submitted to the Tax Commission through
electronic filing or on a paper copy of federal Form 1099. 4-7-11)
03. Due Date of Information Returns. Information returns are made on a calendar year basis. The due
date for information returns submitted through electronic filing or on paper is the last day of February following the
close of the calendar year. (4-7-11)
04. Voluntary Withholding. Each person who withholds Idaho income tax from amounts reported on
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information returns required by Section 63-3037, Idaho Code, must: (4-7-11)
a. Obtain an Idaho withholding account number as required by Rule 870 of these rules; and (4-7-11)

b. Submit an annual reconciliation return to the Tax Commission and comply with the requirements
provided for filing of annual reconciliation returns as discussed in Rule 872 of these rules. The reconciliation return
must report amounts paid during the preceding calendar year and reconcile the state income tax withheld with the tax
remitted for the preceding calendar year. The reconciliation return must be filed on or before the last day of February

471

January.

(BREAK IN CONTINUITY OF SECTIONS)

890. NOTICE OF ADJUSTMENT OF FEDERAL TAX LIABILITY (RULE 890).
Section 63-3069, Idaho Code

01. Final Determination. The term final determination as used in Section 63-3069, Idaho Code means
final federal determination as defined in Section 63-3068(f), Idaho Code. (3-20-97)
02. Written Notice. (3-20-97)
a. Written notice shall include copies of all Revenue Agents’ reports, and any other documents and

schedules required to clarify the adjustments to taxable income. If the final determination results in a refund of state
taxes, an amended Idaho income tax return must accompany the written notice to be a valid claim for refund.

(3-20-97)

b. Written notice included with an income tax return for a year or years other than the year subject to

the federal adjustment shall not constitute the required notification. (3-20-97)
03. Immediate Notification. The Tax Commission may impose negligence penalties on any additional

tax due if the taxpayer has not provided the written notice within sixty one hundred twenty (68120) days of the final
determination. 3-20-97)

891. NOTICE OF ADJUSTMENT OF STATE OR TERRITORY TAX LIABILITY (RULE 891).
Sections 63-3069 and 63-3069A, Idaho Code

01. Final Determination. The term final determination of any deficiency or refund of income tax due
to another state or territory as used in Section 63-3069, Idaho Code, shall mean the final resolution of all issues that
were adjusted by the other state or territory. (3-30-01)

02. Written Notice. (3-30-01)

a. Written notice shall include copies of all reports issued by the other state or territory, and any other
documents and schedules required to clarify the adjustments to taxable income of the state or territory. If the final
determination results in a refund of Idaho taxes, an amended Idaho income tax return must accompany the written
notice to be a valid claim for refund. (3-30-01)

b. Written notice included with an income tax return for a year or years other than the year subject to
the adjustment by the state or territory shall not constitute the required notification. (3-30-01)

03. Immediate Notification. The Tax Commission may impose negligence penalties on any additional
tax due if the taxpayer has not provided the written notice within sixty one hundred twenty (68120) days of the final
determination.
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