Contact Person/
Organization

Ashley Prince
308-971-3000
organizer@reclaimidaho.org

Status

Circulating

Short Ballot Title

An Initiative Supplementing Funding For K-12 Education By Increasing The Individual
And Corporate Income Tax Rates.

Long Ballot Title

An Initiative Relating To Education And Taxation; Amends Title 33, Chapter 9, Idaho
Code By Adding A New Section Which Creates A Supplemental Fund Titled The
Quality Education Fund To Be Utilized By The State Board Of Education For The
Betterment Of K-12 Public Schools To Achieve Goals Such As Reducing Class Size,
Attracting And Retaining Highly Qualified Teachers And Support Staff, Providing
Current And Adequate Classroom Materials, Providing Full Day Kindergarten,
Providing Career Technical Education, Providing Art Music And Drama Programs, Etc.
And Provides That Funds Be Distributed Each Year By August 31 To School Districts
And Public Charter Schools, And Directs The State Board Of Education To Promulgate
Implementing Rules; Amends Title 63, Chapter 30, Idaho Code By Modifying The
Fifth Individual Income Tax Bracket And Creates A Sixth Bracket For Taxable Income In
Excess Of $250,000, Taxing Income In The Sixth Bracket At The Tax Rate Of 10.925%,
Increasing The Corporate Income Tax Rate To 8%, And Distributes Revenue Collected
As A Result Of The Increased Rates To The Newly Created Quality Education Fund;
Declares The Act Effective January 1, 2023; And Provides For Severability.

Full Text

Be it enacted by the People of Idaho:
SECTION 1. This initiative may be referred to as “The Quality Education Act.”

SECTION 2. That Section 63-3024, Idaho Code, be and the same is hereby amended
to read as follows:

63-3024. INDIVIDUALS’ TAX AND TAX ON ESTATES AND TRUSTS. For taxable year
2001, and each taxable year thereafter, a tax measured by Idaho taxable income
as defined in this chapter is hereby imposed upon every individual, trust, or estate
required by this chapter to file a return.

(a) The tax imposed upon individuals, trusts and estates shall be computed at the
following rates:

When ldaho taxable income is: The rate is:

Less than $1,000 One percent (1%)

$1,000 but less than $3,000 $10.00, plus three and one tenth percent (3.1%)
of the amount over $1,000

$3,000 but less than $4,000 $72.00, plus four and five tenths percent (4.5%)
of the amount over $3,000

$4,000 but less than $5,000 $117.00, plus five and five tenths percent (5.5%)

of the amount over $4,000

$5,000 but less than $250,000 $172.00, plus six and five tenths percent (6.5%)
of the amount over $5,000

$250,000 and over $16,097.00, plus ten and nine hundred twenty-
five thousandths percent (10.925%) of the
amount over $250,000
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For taxable year 2000 and each year thereafter, the state tax commission shall
prescribe a factor that shall be used to compute the Idaho income tax brackets
provided in subsection (a) of this section. The factor shall provide an adjustment
to the Idaho tax brackets so that inflation will not result in a tax increase. The
Idaho tax brackets shall be adjusted as follows: multiply the bracket amounts

by the percentage (the consumer price index for the calendar year immediately
preceding the calendar year to which the adjusted brackets will apply divided

by the consumer price index for calendar year 1998). For the purpose of this
computation, the consumer price index for any calendar year is the average of
the consumer price index as of the close of the twelve (12) month period for

the immediately preceding calendar year, without regard to any subsequent
adjustments, as adopted by the state tax commission. This adoption shall be
exempt from the provisions of chapter 52, title 67, Idaho Code. The consumer price
index shall mean the consumer price index for all U.S. urban consumers published
by the United States department of labor. The state tax commission shall annually
include the factor as provided in this subsection to multiply against Idaho taxable
income in the brackets above to arrive at that year’s Idaho taxable income for tax
bracket purposes. For the $250,000 and over bracket contained in subsection (a)
of this section, the state tax commission shall provide an adjustment factor for
the bracket amount by multiplying the bracket amount by the adjustment factor.
The adjustment factor is calculated by dividing the consumer price index for the
calendar year 2024 by the consumer price index for the calendar year immediately
preceding the calendar year to which the adjusted bracket will apply.

(b) In case a joint return is filed by husband and wife pursuant to the provisions

of section 63-3031, Idaho Code, the tax imposed by this section shall be twice

the tax which would be imposed on one-half (1/2) of the aggregate Idaho taxable
income. For the purposes of this section, a return of a surviving spouse, as defined
in section 2(a) of the Internal Revenue Code, and a head of household, as defined
in section 2(b) of the Internal Revenue Code, shall be treated as a joint return and
the tax imposed shall be twice the tax which would be imposed on one-half (1/2)
of the Idaho taxable income.

(c) In the case of a trust that is an electing small business trust as defined in section
1361 of the Internal Revenue Code, the special rules for taxation of such trusts
contained in section 641 of the Internal Revenue Code shall apply except that the
maximum individual rate provided in this section shall apply in computing tax due
under this chapter.

(d) The state tax commission shall compute and publish Idaho income tax liability
for taxpayers at the midpoint of each bracket of Idaho taxable income in fifty dollar
($50.00) steps to fifty thousand dollars (550,000), rounding such calculations to
the nearest dollar. Taxpayers having income within such brackets shall file returns
based upon and pay taxes according to the schedule thus established. The state
tax commission shall promulgate rules defining the conditions upon which such
returns shall be filed.

SECTION 3. That Section 63-3025, Idaho Code, be and the same is hereby amended
to read as follows:

63-3025. TAX ON CORPORATE INCOME. (1) For taxable years commencing on and
after January 1, 2001, a tax is hereby imposed on the Idaho taxable income of a
corporation, other than an S corporation, which transacts or is authorized to transact
business in this state or which has income attributable to this state. The tax shall

be equal to six-and-five-tenthspercent{6-5%} eight percent (8%) of Idaho taxable

income.
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(2) In the case of an S corporation that is required to file a return under section 63-
3030, Idaho Code, a tax is hereby imposed at the rate provided in subsection (1) of
this section upon both:

(a) Net recognized built-in gain attributable to this state. The amount of
net recognized built-in gain attributable to this state shall be computed in
accordance with section 1374 of the Internal Revenue Code subject to the
apportionment and allocation provisions of section 63-3027, Idaho Code.

(b) Excess net passive income attributable to this state. The amount of excess
net passive income attributable to this state shall be computed in accordance
with section 1375 of the Internal Revenue Code subject to the apportionment
and allocation provisions of section 63-3027, Idaho Code.

(3) The tax imposed by subsection (1) or (2) of this section shall not be less than
twenty dollars ($20.00); provided further that the twenty dollar (520.00) minimum
payment shall not be collected from nonproductive mining corporations.

(4) The tax imposed by this section shall not apply to corporations taxed pursuant
to the provisions of section 63-3025A, Idaho Code.

SECTION 4. That Section 63-3067, Idaho Code, be and the same is hereby amended
to read as follows:

63-3067. REVENUE RECEIVED — STATE REFUND ACCOUNT. (1)(a) A sum equal to

the amount withheld under section 63-3035A, Idaho Code, shall be distributed

fifty percent (50%) to the public school income fund to be utilized to facilitate and
provide substance abuse programs in the public school system, and fifty percent
(50%) shall be distributed to the counties to be utilized for county juvenile probation
services. These funds shall be distributed quarterly to the counties based upon the
percentage the population of the county bears to the population of the state as a
whole.

(b) A sum equal to a portion of the chapter 30, title 63, Idaho Code, tax, paid to or
collected by the state tax commission, shall be distributed to the quality education
fund created in section 33-911, Idaho Code, as follows:

(i) from each single individual or married individual filing separately, reporting
Idaho taxable income that equals or exceeds the highest tax bracket starting figure,

including any inflation adjustment provided in section 63-3024(a), Idaho Code,
forty and five-tenths percent (40.5%) of the section 63-3024, Idaho Code, income
tax (net of allowed tax credits except for the section 63-3022L(5), Idaho Code,
credit, and the section 63-3026B(8)(a), Idaho Code, credit, and excluding recapture

tax) in excess of the tax adjustment base amount;

(ii) from individuals filing a joint return or individuals treated as filing a joint return

under section 63-3024(b), Idaho Code, reporting Idaho taxable income that equals
or exceeds two (2) times the highest tax bracket starting figure, including any
inflation adjustment provided in section 63-3024(a), Idaho Code, forty and five-
tenths percent (40.5%) of the section 63-3024, Idaho Code, income tax (net of
allowed tax credits except for the section 63-3022L(5), Idaho Code, credit, and the
section 63-3026B(8)(a), Idaho Code, credit, and excluding recapture tax) in excess
of two (2) times the tax adjustment base amount; and

(i) from corporations, other than S corporations, reporting Idaho taxable income,
eighteen and seventy-five hundredths percent (18.75%) of the section 63-3025 or
63-3025A, Idaho Code, income or franchise tax (net of allowed tax credits except
for the section 63-3026B(9), Idaho Code, credit, and excluding recapture tax).

(c) For purposes of this subsection, the “tax adjustment base amount” means the
cumulative sum of the tax from the lower tax brackets used as the base tax in the
highest tax bracket calculation contained in section 63-3024(a), Idaho Code.
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(2) All moneys except as provided in subsection (1) of this section, and except as
hereinafter provided, received by the state of Idaho under this act shall be deposited
by the state tax commission, as received by it, with the state treasurer and shall be
placed in and become a part of the general account under the custody of the state
treasurer. Providing however, that an amount equal to twenty percent (20%) of

the amount deposited with the state treasurer shall be placed in the “state refund
account” which is hereby created for the purpose of repaying overpayments and for
the purpose of paying any other erroneous receipts illegally assessed or collected,
penalties collected without authority and taxes and licenses unjustly assessed,
collected or which are excessive in amount. Whenever necessary for the purpose

of making prompt payment of refunds, the board of examiners, upon request from
the state tax commission, and after review, may authorize the state tax commission
to transfer any additional specific amount from income tax collections to the “state
refund account.” There is appropriated out of the state refund account so much
thereof as may be necessary for the payment of the refunds herein provided. Claims
for, and payment of refunds under the provisions of this section shall be made in the
same manner as other claims against the state of Idaho.

(3) Any unencumbered balance remaining in the state refund account on June 30

of each and every year in excess of the sum of one million five hundred thousand
dollars ($1,500,000) shall be transferred to the general fund and the state controller
is hereby authorized and directed on such dates to make such transfers unless

the board of examiners, which is hereby authorized to do so, changes the date of
transfer or sum to be transferred.

SECTION 5. That Chapter 9, Title 33, Idaho Code, be, and the same is hereby
amended by the addition thereto of a NEW SECTION to be known and designated
as Section 33-911, Idaho Code, and to read as follows:

33-911. QUALITY EDUCATION FUND—RULEMAKING-DEFINITIONS. (1) There is
hereby created in the state treasury a fund to be known as the quality education
fund. The fund shall consist of moneys made available through legislative transfers
or appropriations, from the sales tax account, from the state income tax, the state
franchise tax, and from any other governmental or private sources. Interest earned
from investment of idle moneys in the fund shall be returned to the fund. Moneys

in the fund are continuously appropriated and shall be expended by the state

board of education to invest in betterment of public schools in Idaho to achieve the
following goals: Reducing class sizes and preventing class size increases; attracting
and retaining highly qualified teachers and support staff, including but not limited
to, providing competitive salaries, offering continuing education opportunities,

and providing support for new educators; attracting and retaining counselors and
school psychologists; providing current and adequate classroom materials, such as
textbooks and supplies for students; providing full day kindergarten; providing career
technical education; providing art, music and drama programs; providing support for
English language learners; providing enhanced instruction in civics, American history,
and American government; and providing special education services.

(2) By not later than August 31, moneys in the fund pursuant to the distribution
provided in subsection (1) of this section, and interest earned thereon, shall be
distributed to each of the several school districts and public charter schools, in the
proportion that the average daily attendance of that district or public charter school
for the previous school year bears to the total average daily attendance of the state
during the previous school year. For the purposes of this subsection (2) only, the
Idaho school for the deaf and the blind shall be considered a school district and

shall receive a distribution based upon the average daily attendance of the school.
Average daily attendance shall be calculated as provided in section 33-1002(3), Idaho
Code. For the purposes of this subsection (2) only, any school for the deaf and the
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blind operated by the Idaho bureau of educational services for the deaf and the blind
shall be considered a school district, and shall receive a distribution based upon the
average daily attendance of the school. Moneys from the fund shall not be used to
pay the salaries of, or otherwise compensate, superintendents, principals, or other
administrators.

(3) In order to augment and not replace K-12 public school support, the revenues in
the fund are to be provided in addition to the state’s general account appropriation
to K-12 public schools and not in place of any part of that appropriation.

(4) The state board of education shall promulgate rules to implement the provisions
of this section.

SECTION 6. SEVERABILITY. The provisions of this initiative are hereby declared to be
severable and if any provision of this initiative or the application of such provision
to any person or circumstance is declared invalid for any reason, such declaration
shall not affect the validity of the remaining portions of this initiative.

SECTION 7. This initiative shall be in full force and effect on and after January 1,
2023.

END.

Funding Statement

Funding Source Statement for the Quality Education Act

The purpose of the Quality Education Act is to increase funding for Idaho K-12
education by repealing corporate income tax cuts and by increasing the income tax
rate for individuals making over $250,000 per year and for married couples making
over $500,000 per year.

The Quality Education Act is designed to be completely self-funded, requiring no
additional expenditures from the General Fund.

Fiscal Impact Statement

Summary

The revised ballot initiative! adheres to the new tax rates and brackets enacted
through HB0380 of the ID FY 2021 legislative session, though it introduces a new top
tax bracket of 10.925% at $250,000. It begins inflation adjustment of that bracket

in 2025 and beyond. It also raises the corporate tax rate to 8%. The new rates and
bracket apply January 1, 2023.

The ballot initiative would raise income taxes by $323,526,400 starting in ID FY 2024.

Method

This analysis uses an existing algorithm for determining the fiscal impacts to tax
bracket changes in Idaho’s tax landscape. It uses the brackets and rates listed in the
initiative, and it applies the tax-table computation to average taxable incomes across
a distribution of tax filing data. The distribution has just shy of 500 categories, cutting
across filing status and the full income range. It is up to date for individual and joint
filers through the tax year 2019 data, the most recent complete data available.

Assumptions

As the effect is within the future, the estimates rest upon growth rates from the
latest General Fund revenue forecast. The tax rate changes would place Idaho’s new
corporate tax rate at the same level as Massachusetts,? and higher than Idaho’s
neighboring states.? For personal income taxes the initiative places Idaho’s rates
between Minnesota,* New Jersey,®, and Hawaii.® Potentially, these tax increases
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could alter the long-term economic forecast (through a different set of employment
prospects) or the general fund forecast (through a different distribution of incomes)
for Idaho. The time-constraint for ballot initiative fiscal impacts precludes producing
models as broad as these that may account for such changes.

Effect’

From filers of single returns, the initiative raises taxes by $48.5 million. From filers
of joint returns, the initiative raises taxes by $209.2 million. From corporations and
temporary residents, the initiative raises at least $65.8 million.

The initiative reduces the General Fund by $661,200 in ID FY 2024 as it directs
$324,187,700 towards the quality education fund. The quality education fund would
receive $48.6 million from single filers, $209.7 million from joint filers, and $65.8
million from corporate filers.

The additional tax raised through the corporate income tax would partly be paid by
Idaho citizens through usual business transactions with corporations paying taxes in
Idaho.

1The revised initiative was received June 15. The initial initiative was received May 14.

2 https://www.mass.gov/service-details/massachusetts-tax-rates

3 https.//www.taxadmin.org/assets/docs/Research/Rates/corp_inc.pdf

4 https://www.revenue.state.mn.us/income-tax-rates-and-brackets

° https.//www.state.nj.us/treasury/taxation/pdf/withholdingtables.pdf

¢ https://tax.hawaii.gov/forms/d_18table-on/d_18table-on_p13/

”The distribution of the additional tax revenue, not just all tax revenue as it had been
previously, was altered in this version of the ballot initiative, as well as the base amount
for taxes when taxable income exceeds 5250,000.




