February 6, 2026
MINORITY REPORT
DISSENTING FROM THE CONCLUSIONS OF THE COMMITTEE TO SEND H559TO THE SENTE FLOOR WITH A DO-PASS RECOMMENDATION.
We, the undersigned Senators, do respectfully dissent from the decision of the Senate Local Government and Taxation Committee to send House Bill 559 to the floor with a do-pass recommendation. We submit this Minority Report based on the following facts and conclusions:
1. Idaho’s state budget currently lacks the revenue needed to adopt the federal tax policy; if we fully conform to federal policy and cut tax revenue more, additional services that Idahoans depend on will be cut, resulting in staff furloughs and statutory requirements of many agencies going unmet. This situation is largely a consequence of the severe revenue cuts implemented during the 2025 legislative session. The $453 million in tax cuts and the implementation of a school voucher program led to significant budget deficits this year and upcoming fiscal years. To address the immediate budget shortfall, the Governor mandated a three percent permanent budget reduction across all state agencies and a four percent rate reduction in Medicaid. These cuts have already led to serious consequences, including: the cancellation of mental health programs, reductions in agency staff, reduction of services for people with disabilities, delays in road construction projects, stress on state police staffing, etc.
2. House Bill 559 compounds the detrimental fiscal impact of earlier policy choices, cutting revenue too deeply without a clear plan to stabilize revenues or protect essential services. Responsible alternatives and planning were available but not pursued. The Legislature could delay conformity until the next tax year, phase in the changes, selectively decouple from the costliest federal provisions, or include a sunset clause requiring reauthorization once actual fiscal impacts are known. These options would reduce risk, increase transparency, and demonstrate fiscal responsibility.
3. Rather than producing budget savings, House Bill 559 shifts costs from the state budget to other units of government and reduces state revenues at a time when Idaho is already experiencing a budget shortfall and operating under three percent statewide permanent holdbacks on top of additional one to two percent budget cuts. State agencies have been instructed to plan for additional reductions beyond those holdbacks, and the impacts are already being felt. Medicaid providers have experienced a four percent rate cut with additional service reductions under discussion. The Idaho Transportation Department has absorbed significant budget reductions that delay necessary repairs to aging bridges and infrastructure. Public education is also slated to experience more cuts amidst significant existing fiscal pressure amid rising enrollment and persistent workforce shortages. Advancing a bill that further constrains state revenues while these cuts are occurring exacerbates the strain on essential public services.
4. The committee does not have a reliable or complete estimate of the fiscal impact of House Bill 559. Research has cited revenue losses of approximately $155 million in the current fiscal year and approximately $175 million in the next fiscal year. These figures are widely acknowledged to be uncertain. Other public estimates suggest the actual impact could be substantially higher, potentially well exceeding $200 million, depending on taxpayer behavior and corporate and pass through business provisions. Proceeding with legislation of this magnitude in the absence of a stable, credible and reliable revenue estimate exposes the state to significant fiscal risk. Absent reconsideration of recent tax cuts or adoption of alternative revenue strategies, passage of House Bill 559 increases the likelihood of deeper and ongoing reductions to state agencies in fiscal year 2027 and beyond. Temporary holdbacks risk becoming permanent structural reductions that weaken the long-term capacity of state government to meet the needs of Idahoans.
5. Compounding this uncertainty, the bill lacks a complete and accurate fiscal note. The fiscal analysis does not adequately account for the full range of potential revenue loss or the administrative costs of implementation. Those administrative costs include, but are not limited to, the following: system updates, form revisions, taxpayer guidance, increased call center volume, amended returns, or audit complexity. The absence of a comprehensive fiscal note undermines transparency and deprives legislators and the public of the information necessary to evaluate the true cost of the bill and the risks associated with it.
House Bill 559 represents a significant fiscal and administrative policy choice, not a routine technical update. It is being advanced without a complete fiscal analysis, during an active filing season, and in the context of an existing budget shortfall and ongoing service cuts. For these reasons, we respectfully dissent from the committee’s decision to advance House Bill 559 with a do-pass recommendation and urge the full Senate to carefully reconsider whether this legislation reflects responsible governance, sound budgeting, and fairness to Idaho taxpayers.
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Senator Ali Rabe							Senator Ron Taylor
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