Idaho Sales Tax Penalties & Interest Checklist

Understanding Sales Tax Penalties and Interest

Idaho requires businesses and certain individuals to collect, report, and pay sales tax on eligible
transactions. If you have unpaid sales tax, missed filing deadlines, or received a notice about
penalties and interest, this document explains what that means and what typically happens
next. Sales tax compliance is a critical part of Idaho’s tax system.

When sales tax obligations are not met on time, the Idaho State Tax Commission assesses
penalties and interest in accordance with state law and IDAPA 35.02.01. Understanding how
these charges are calculated and what steps to take can help reduce confusion and prevent
further collection actions.

Sales tax penalties and interest are additional charges added to unpaid or late sales tax.
Penalties are charges imposed for failing to file returns on time or pay sales tax when due.
Interest is a daily charge calculated on the unpaid tax amount, starting from the original due
date.

When you receive a notice referencing penalties or interest, it means the Idaho State Tax
Commission has identified a filing or payment issue and has calculated extra charges on top of
your original tax liability. These charges accumulate over time and are separate from the
underlying sales tax you owe.

Why Idaho Imposes Penalties and Interest

The Idaho State Tax Commission applies penalties and interest to encourage the timely filing
and payment of sales tax. Failure to file returns or pay tax by the deadline triggers penalty and
interest assessments under Idaho law and IDAPA 35.02.01.

The state uses this approach to maintain consistent revenue collection and ensure that all
taxpayers meet their obligations fairly. Common triggers include missed filing deadlines, partial
or incomplete payments, and failure to respond to prior notices. The state’s administrative
process is designed to identify noncompliance automatically through its filing and payment
records.

Enforcement Actions for Continued Noncompliance

The state typically escalates collection efforts if penalties and interest notices remain
unaddressed. Additional notices may be issued, and the amounts continue to grow as interest
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accrues daily. In cases of continued noncompliance, the Idaho State Tax Commission can file a
Notice of Lien with the Idaho Secretary of State and serve a Notice of Levy on wages, bank
accounts, and other property under Idaho Code Section 63-3059.

A lien is valid for five years and may be extended by filing a continuation. Upon full payment, a
Release of State Lien is recorded with the Secretary of State. The Commission does not require

court authorization to levy in certain circumstances. The longer an unpaid balance remains
unresolved, the more difficult and costly the situation becomes.

What a Penalties and Interest Notice Does Not Mean

Receiving a penalty and interest notice does not mean criminal prosecution is underway or that
you are being arrested. It does not automatically mean your bank account has been frozen. A
notice of penalties and interest is an administrative action, not an enforcement judgment. You
still have the opportunity to address the underlying issue and work with the state to resolve it.

Step-by-Step Response Checklist

Step 1: Gather Your Documentation

Collect all sales tax returns, payment records, and correspondence from the Idaho State Tax
Commission. Keep these items organized and accessible.

Step 2: Review the Notice Carefully
Read the entire notice to identify the tax period in question, the amount of unpaid sales tax, the

penalty amount and reason, the interest amount and calculation dates, the deadline for
response (if stated), and contact information for the Commission.

Step 3: Verify Your Records Against the Notice
Compare the state's report with your filing and payment records. Note any discrepancies,

missing payments, or filing gaps. Use the Taxpayer Access Point system at tax.idaho.gov to
review your filing history and account status.

Step 4: Determine If the Notice Is Correct
Check whether you filed a return for the period in question, made a payment for that period, and

whether the payment was received and posted on time. Verify that the amounts match what you
submitted.

Step 5: Contact the Idaho State Tax Commission
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Reach out to the Commission at (208) 334-7660 if you are in the Boise area or (800) 972-7660
for the toll-free number. Hours are 8 a.m. to 5 p.m. Mountain Time, Monday through Friday.
Confirm receipt of your notice, ask for clarification on any items you do not understand, ask
whether a payment plan or other options are available, and provide information about any
extenuating circumstances. You can expect a response to general inquiries within five to seven
business days.

Step 6: Request an Explanation of Penalties and Interest (If Unclear)

If the notice lacks clarity on the penalty or interest calculation, ask the Commission for the
penalty rate, interest calculation method, relevant dates, and details of any waived or reduced
amounts.

Step 7: Determine Your Next Action

Decide whether you will pay the full amount owed, request a payment plan through the TAP
system at tax.idaho.gov, request penalty abatement or relief, or request a formal review or
appeal. For a Notice of Deficiency Determination, you have 63 days from the mailing date to file
a written protest.

Step 8: Document Your Action
Keep a record of any phone calls, including the date, time, and name of the person you spoke

with. Save written correspondence sent to or received from the Commission. Keep copies of
any payments made and any agreements made with the state.

Step 9: Meet Any Stated Deadline

If the notice includes a deadline for payment, response, or appeal, mark it clearly and plan to
meet it.

Step 10: Follow Up in Writing

Send a written response to the Commission that includes your business name and account
number, the tax period in question, a summary of the issue and your response, and copies (not
originals) of supporting documentation.

What Happens After You Respond

Once the Idaho State Tax Commission receives your payment, partial payment, or request for
relief, it typically acknowledges receipt and processes the information. If a payment plan is
agreed to, the state will send confirmation of the terms and payment schedule.
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If you request penalty relief or an appeal, the Commission will review your request and issue a
determination notice. Processing times vary depending on the complexity of the issue and the
Commission’s workload. You may receive follow-up notices if additional information is needed.

Payment and Settlement Options

The Idaho State Tax Commission accepts payments through the TAP system at tax.idaho.gov,
by phone, or by mail. Accepted payment methods include cash (in person), checks, electronic
checks, money orders, and maijor credit cards. The Commission offers payment plans for
assessed balances.

Contact the Commission at (208) 334-7660 or (800) 972-7660 to discuss payment
arrangements. The Commission may also consider settlement of taxes, penalties, or interest
under Idaho Code Section 63-3048 based on disputed liability, doubt as to collectibility,
economic hardship, or effective tax administration.

Common Mistakes to Avoid

e Ignoring the notice increases the balance and may trigger enforcement action.
e Missing the deadline limits your options for relief.

e Paying without verification can lead to errors; send payment to the address listed on the
official notice.

e Providing incomplete information delays processing; include your account number, the
tax period, and clear documentation.

e Assuming the notice is wrong without checking your own records first wastes time.

e Not keeping copies of payments, correspondence, and official notices creates problems
later.

e Waiting too long to act reduces your options.

Frequently Asked Questions

What is the difference between a penalty and interest?

A penalty is a charge for failing to file or pay on time. Interest is a daily charge calculated as a
percentage of the unpaid tax amount. Both are separate from the original tax owed.

Can Idaho penalties and interest be reduced or removed?
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The Idaho State Tax Commission may consider penalty relief or abatement in certain
circumstances. Contact the Commission at (208) 334-7660 or (800) 972-7660 to ask about
options for your situation.

How is interest calculated in Idaho?
Interest accrues daily from the original due date until the tax is paid. The daily rate is set by

state statute and is published by the Idaho State Tax Commission. Contact the Commission at
(208) 334-7660 or (800) 972-7660 for the current rate.

Do | have to pay the entire amount at once?

No, the state may allow payment plans for large balances. Contact the Idaho State Tax
Commission at (208) 334-7660 or (800) 972-7660 to ask whether a payment plan is available
for your account.

What happens if | cannot pay the full amount?

Contact the Commission at (208) 334-7660 or (800) 972-7660 to discuss options. Paying partial
amounts, requesting a payment plan through TAP, or asking about settlement programs may be
possibilities.

Is there a deadline to respond to a penalty and interest notice?

Most notices include a deadline. Check your notice carefully. If a deadline is not clear, contact
the ldaho State Tax Commission at (208) 334-7660 or (800) 972-7660 to ask.

Can | appeal a penalty and interest assessment?

Idaho allows appeals or formal review requests for tax assessments. For a Notice of Deficiency
Determination, you have 63 days from the mailing date to file a written protest. Contact the
Idaho State Tax Commission at (208) 334-7660 or (800) 972-7660 to ask how to file an appeal
or request a review.

What if | disagree with the amount the state says | owe?
Gather your documentation and contact the Idaho State Tax Commission at (208) 334-7660 or

(800) 972-7660 to explain the discrepancy. The Commission can review your records and clarify
the calculation. If you remain in disagreement, ask about the appeal process.

Statutory Timeframes and Your Rights
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Assessment generally occurs within three years of the return due date or the filing date,
whichever is later. Collection actions can occur within six years of the assessment date.
Taxpayers have rights when dealing with the Idaho State Tax Commission, including the right to
appeal assessments, request penalty abatement, and arrange payment plans. Review your
rights on the ldaho State Tax Commission Taxpayer Rights page or contact the Commission at
(208) 334-7660 or (800) 972-7660.

Contact the Idaho State Tax Commission

You can contact the Idaho State Tax Commission at (208) 334-7660 if you are in the Boise area,
or toll-free at (800) 972-7660. Phone assistance is generally available Monday through Friday, 8
a.m. to 5 p.m. Mountain Time. Representatives can answer questions about tax filing
requirements, tax deadlines, applicable tax rates, and how interest and penalties are calculated
under Idaho tax law.

You can also visit tax.idaho.gov to access the TAP system, available forms, and account
guidance. The website provides information on current interest rates, filing penalties, and
payment options for unpaid balances, interest, and penalties, as well as for late tax filing issues.

Facing State Tax Enforcement Action?

If you’ve received a notice related to sales tax or payroll tax enforcement, and aren’t sure how to
respond, our team can help you understand your options and next steps.

We help with:

e State enforcement notices and responses
Sales tax audits, assessments, and collections
Payroll & trust fund tax enforcement issues
Penalty and interest reduction options
Payment plans and state tax relief eligibility
Representation before state tax agencies

Get professional help today: (888) 260-9441
20+ years experience *« Same-day reviews available
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