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IMPACT OF COMPETITION ON THE GENERATION, TRANSMISSION, AND
DISTRIBUTION OF ELECTRIC ENERGY STUDY -
BACKGROUND MEMORANDUM

The Electric Industry Competition Committee was
created by House Bill No. 1237 (1997) to study the
impact of competition on the generation, transmission,
and distribution of electric energy within this state.
The bill was codified as North Dakota Century Code
(NDCC) Sections 54-35-18 through 54-35-18.3.
Section 54-35-18 states that the Legislative Assembly
finds that the economy of North Dakota depends on
the availability of reliable, low-cost electric energy and
that there is a national trend toward competition in the
generation, transmission, and distribution of electric
energy, and the Legislative Assembly acknowledges
this competition has both potential benefits and
adverse impacts on the state’s electric suppliers as
well as on their shareholders and customers and citi-
zens of this state.

Section 54-35-18.1 outlines the composition of the
committee and directs the committee to study the
impact of competition on the generation, transmission,
and distribution of electric energy within this state and
on this state’s electric suppliers. Electric suppliers
include public utilities, rural electric cooperatives,
municipal electric utilities, and power marketers.

Section 54-35-18.2 outlines the study areas that
the committee is to address in carrying out its statu-
tory responsibilities. This section provides that the
committee is to study the state’s electric industry
competition and electric suppliers and financial
issues, legal issues, social issues, and issues related
to system planning, operation, and reliability and is to
identify and review potential market structures.

Section 54-35-18.2(9) requires the committee to
study Chapter 49-03 and other relevant statutes
relating to the extension of electric lines and facilities
and the provision of electric service by public utilities
and rural electric cooperatives within and outside the
corporate limits of a municipality. The study must
specifically address and include the criteria used by
the Public Service Commission under Chapter 49-03
in determining whether to grant a public utility a certifi-
cate of public convenience and necessity to extend its
electric lines and facilities to serve customers outside
the corporate limits of a municipality and the circum-
stances, if any, under Chapter 49-03 and other rele-
vant statutes under which a rural electric cooperative
may provide electric facilities and service to new
customers and existing customers within municipali-
ties being served totally or primarily by a public utility.
Notwithstanding this section, Section 54-35-18.3
requires the committee to submit proposed legislation,

if necessary, as a result of this study to the
57th Legislative Assembly.

ELECTRIC INDUSTRY RESTRUCTURING
Background

House Bill No. 1237 (1997) reflected the Legisla-
tive Assembly’s concern that the electric industry is
changing rapidly and if competition is to be introduced
into North Dakota, it should be done in a fair and equi-
table manner. Nationally, builders of new technology
generating plants, the natural gas industry, and states
with high electric rates or excess generating capacity
are promoting electric industry restructuring. Argu-
ments put forward for restructuring or implementing
competition in the electric industry include greater
customer choice, the possibility that open competition
may lower costs, encourage generating efficiency,
and allocate capital. However, risks and challenges
of retail competition include maintaining reliability of
supply, pricing outcomes in which some customers
may benefit at the expense of others, and allocating
stranded costs. The impetus for electric industry
restructuring has also come from large industrial and
commercial energy users that are opposed to subsi-
dizing residential electricity users. For example,
some industrial users are paying 150 percent of the
actual cost of providing energy to those users, while
residential customers are paying only 60 to 70
percent of the actual cost of providing energy to them.

Traditional Rationale for Regulation

Under the current industry structure, electricity is
provided to retail customers by utilities that have
geographic monopolies on the provision of electric
service within their service territories. Customers
within a utility’s service territory must purchase all of
their electric services from that utility. These services
include generation, transmission, distribution,
customer service, meter reading, demand-side
management, and aggregation and ancillary services.

Generally, three major types of electric utilities
exist--investor-owned utilities, municipal and other
government-owned utilities, and rural electric coop-
eratives.  States regulate investor-owned utilities
regarding their profits, operating practices, and pricing
to end-use retail customers, while the Federal Energy
Regulatory Commission (FERC) governs the pricing
of wholesale bulk power sales and transmission serv-
ices. Although House Bill No. 1237 (1997) directs the
committee to study the impact of competition on the
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generation, transmission, and distribution of electric
energy, nationwide the restructuring debate is over
whether and how to separate the generation of elec-
tricity from other electric services in order to allow
retail customers to shop for the electricity supplier of
their choice.

In North Dakota, the Public Service Commission
regulates electric utilities engaged in the generation
and distribution of light, heat, or power. North Dakota
Century Code Section 49-02-03 grants to the Public
Service Commission the power to supervise and
establish rates. This section provides:

The commission shall supervise the rates of

all public utilities. It shall have the power, after
notice and hearing, to originate, establish,
modify, adjust, promulgate, and enforce tariffs,
rates, joint rates, and charges of all public utili-
ties. Whenever the commission, after hearing,
shall find any existing rates, tariffs, joint rates,
or schedules unjust, unreasonable, insufficient,
unjustly discriminatory, or otherwise in violation
of any of the provisions of this title, the commis-
sion by order shall fix reasonable rates, joint
rates, charges, or schedules to be followed in
the future in lieu of those found to be unjust,
unreasonable, insufficient, unjustly discrimina-
tory, or otherwise in violation of any provision of
law.

Concerning electric utility franchises, NDCC
Section 49-03-01 provides that an electric public utility
must obtain a certificate of public convenience and
necessity from the Public Service Commission before
constructing, operating, or extending a plant or
system. Similarly, the state’s Territorial Integrity Act,
Sections 49-03-01.1 through 49-03-01.5, requires an
electric public utility to obtain a certificate of public
convenience and necessity before constructing, oper-
ating, or extending a public utility plant or system
beyond or outside of the corporate limits of any
municipality. However, Section 49-03-01.3 exempts
electric public utilities from the requirement that they
obtain a certificate of public convenience and neces-
sity for an extension of electric distribution lines within
the corporate limits of a municipality in which it has
lawfully commenced operations provided the exten-
sion does not interfere with existing services provided
by rural electric cooperatives or another electric public
utility within the municipality and that any duplication
of services is not deemed unreasonable by the Public
Service Commission.

As described above, traditionally, an electricity
customer must purchase all its electric services from
the utility serving that customer’s service territory,
including the three primary services--generation,
transmission, and distribution. Generation refers to
the actual creation of electricity, which may be gener-
ated using a number of methods and fuel such as
nuclear, coal, oil, natural gas, hydro, or wind. Trans-
mission refers to the delivery of electricity over
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distances at high voltage from a generation facility
through a transmission network usually to one or
more distribution substations, where the electricity is
stepped down for distribution to residential, commer-
cial, and industrial customers. For the retail
customer, the costs for these functions are bundled
into retail rates, along with the cost of distribution.
Distribution involves the retail sale of electricity
directly to consumers.

Other functions traditionally provided by vertically
integrated utilities include customer service, billing,
meter reading, demand-side management, research
and development, and aggregation and ancillary serv-
ices. Aggregation is the development and manage-
ment of both a power portfolio, combining power from
a variety of sources in order to match the demand for
power with adequate power supply and a portfolio of
customers with combined demands in order to
economically serve those customers. Ancillary serv-
ices are those services necessary to effect a transfer
of electricity between a seller and a buyer and to
coordinate generation, transmission, and distribution
functions to maintain power quality and system stabil-
ity.

Under the current industry structure, the utility
serving a service territory provides all of these serv-
ices and functions, selling them as a single bundle.
Nationwide, the restructuring debate centers on
whether or how the generation function should be
separated from the bundle, allowing retail customers
to choose their electricity supplier. If generation is
unbundled from transmission and distribution, under
this scenario, these services may remain regulated
functions.

The Regulatory Compact

The provision of electric service has traditionally
been considered to exhibit the characteristics of a
natural monopoly. According to economic theory, a
natural monopoly exists in a market if one service
provider in the market can serve customers more effi-
ciently than many competing service providers. A
common explanation for electricity provision as a
natural monopoly is that allowing competitors to string
duplicate transmission and distribution lines and
construct excess generation capacity would waste
resources and increase electric rates for customers.
Generally, the characteristics of a natural monopoly
include a high, upfront capital investment in technol-
ogy; limited storability of a provided service or goods;
limited transportability, requiring operations near the
end users; and cost advantages of large and inte-
grated systems as a result of better utilization of
existing capacity or economies of scale and scope.

In markets exhibiting the characteristics of a
natural monopoly, government intervention in the form
of regulation over a single firm is considered neces-
sary to provide the market discipline competition
cannot provide. In exchange for this monopoly, each
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utility is required to serve all customers within its
service territory and to provide quality service at just
and reasonable rates. The utility is permitted to
recover reasonable and prudent expenses associated
with its provision of service plus a reasonable rate of
return on its investment made to serve customers.
This exchange is known as the regulatory compact.

Under the regulatory compact, the traditional
method of rate determination has been rate of return
regulation. This type of regulation is designed to
ensure that utilities offer their services at prices that
are based on the cost of the services rather than on
the value customers place on those services. In tradi-
tional rate of return regulation, the regulating entity
determines the revenue requirement (the reasonable
and prudent cost of providing utility service), allocates
the requirement among customer classes, and trans-
lates the allocated revenue requirement into rates.

Traditional rate of return regulation has been criti-
cized for allowing a utility and its shareholders to pass
on all of the utility’s costs and risks to ratepayers and
because the utility faces minimal risks, the utility has
little or no incentive to increase its operating efficiency
or to minimize its expenses. One critic has stated that
rate of return regulation fails to penalize inefficient
producers or reward efficient ones.

As an alternative to traditional rate of return regula-
tion, some commentors have advocated and some
states have implemented various forms of incentive
regulation, including flexible regulation, targeted
incentive plans, external performance indexing, price
and revenue caps, and performance-based
regulation. However, these forms of incentive-based
regulation also have their critics. Performance-based
regulation opponents have argued that this type of
regulation may result in the selection of inappropriate
performance benchmarks; incorporation of too many,
or contradictory, societal or regulatory goals into the
performance-based regulation plan; unreasonable
returns to shareholders; or exacerbation of the infor-
mation asymmetry between utilities and regulators.

Federal Actions to Promote Competition

In 1978 Congress enacted the Public Utility Regu-
latory Policy Act. The goals of this Act were to make
the United States self-sufficient in energy, increase
energy efficiency, and encourage the use of renew-
able alternative fuels. The Act intended to achieve
these goals by abandoning the use of natural gas to
make electricity, mandating conservation of oil, and
encouraging industry to cogenerate electricity using
waste heat. The Act required utilities to purchase
bulk power produced from cogeneration facilities to
ensure that it was financially attractive. However,
states were allowed to determine the avoided costs
(the amount of money an electric utility would need to
spend for the next increment of electric generation
that it instead buys from a cogenerator) and quantity
of such power. Some states capped the price at the
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utility’s avoided costs and limited the obligation to
purchase to the capacity of the utility. Other states
allowed prices above the utility’s avoided costs and
ordered purchases of additional generation whether
needed or not.

In 1992 Congress enacted the Energy Policy Act
to encourage the development of a competitive,
national, wholesale electricity market with open
access to transmission facilities owned by utilities to
both new wholesale buyers and new generators of
power. In addition, the Act reduced the regulatory
requirements for new nonutility generators and inde-
pendent power producers. The Federal Energy
Regulatory Commission initiated rulemaking to
encourage competition for generation at the whole-
sale level by assuring that bulk power could be trans-
mitted on existing lines at cost-based prices. Under
this legislation and rulemaking, generators of electric-
ity, whether utilities or private producers, could market
power from underutilized facilities across state lines to
other utilities.

Finally, the Federal Energy Regulatory Commis-
sion has taken a number of steps to encourage
competition in the wholesale market. These actions
include authorizing market-based rates, issuing
Section 211 wheeling orders, ordering open access
transmission tariffs, and issuing the open access
transmission rule (FERC Order No. 888). Market-
based rates are those set by willing buyers and
sellers of power. This method may be used instead of
the more traditional method of ratesetting by regula-
tors pursuant to administrative hearings, with rates
based on the cost of producing power. On April 24,
1996, the Federal Energy Regulatory Commission
issued Order Nos. 888 and 889, which essentially
require all utilities that own, control, or operate trans-
mission lines to file nondiscriminatory open access
transmission tariffs that offer competitors transmission
service comparable to the service that the utility
provides. In addition, Federal Energy Regulatory
Commission Order No. 888 recognizes the right of
utilities to recover legitimate, prudent, and verifiable
costs stranded by opening up the wholesale electricity
market, i.e., stranded costs. Finally, Federal Energy
Regulatory Commission Order No. 888 requires
public utilities to functionally unbundle their power and
services for wholesale power transactions by
requiring the internal separation of transmission from
generation marketing services.

Electric Industry Restructuring
Initiatives in Other States

Twenty-one states have enacted electric industry
restructuring legislation. These states include Arkan-
sas, California, Connecticut, Delaware, lllinois,
Massachusetts, Maryland, Maine, Montana, New
Hampshire, New Jersey, New Mexico, Nevada, Ohio,
Oklahoma, Oregon, Pennsylvania, Rhode Island,
Texas, Virginia, and West Virginia. In addition, four
state public utilities commissions have issued
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comprehensive restructuring orders. These include
Arizona, Michigan, New York, and Vermont.
Twenty-one states and the District of Columbia have
active legislative or regulatory processes underway to
study restructuring and propose implementing legisla-
tion. Five states have undertaken little preliminary
activity to date. Four states--California, Massachu-
setts, Pennsylvania, and Rhode Island--have passed
the date on which competition is to be phased in.
Competition for Illinois’ industrial customers will begin
later this year. Each of the four states that has
passed the date on which competition is to be phased
in are in a transition period during which most
customers continue to pay a regulated electricity rate.
The National Conference of State Legislatures has
identified several trends in those states. The National
Conference of State Legislatures notes that competi-
tion is slow to take hold for most residential
customers, but the rules of the transition from
monopoly to competition matter tremendously.

Competition has taken hold more quickly among
industrial and commercial customers than among
residential customers in California. Almost all resi-
dential customers continue to pay a regulated rate for
power, albeit one that was reduced by 10 percent
through a provision in California’s restructuring legis-
lation. As of early 1999, .9 percent of residential
customers had switched providers, 7.1 percent of
commercial customers had switched providers, and
18.1 percent of industrial customers had switched
providers.

In Pennsylvania, approximately 400,000
customers have switched providers, which represents
a larger proportion of total customers than switched
providers in California. In Rhode Island and Massa-
chusetts, few customers have yet switched providers.
In large part, this small number reflects the rules set
out in the transition.

The National Conference of State Legislatures
notes that many utilities are selling their power plants.
Only one state, Maine, has required the sale of all
utilities’ power plants, while some states have created
incentives for utilities to sell their plants. With a few
exceptions, these plants have sold for about double
their book value, which is a far higher sales price than
had been expected. Utilities have also been merging
at speeds unprecedented for the industry as they
attempt to cut costs and extend their markets.

Utilities have generally been allowed to recover
their stranded costs subject to certain restrictions. In
general, the magnitude of these stranded costs has
been smaller than the original estimates. The higher-
than-expected prices that power plants fetched on the
open market serve to reduce the total amount of utili-
ties’ stranded costs.

The National Conference of State Legislatures
notes that green power markets are surprisingly
strong. Green power refers to an electricity product
distinguished by a contract tied to production of
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energy generated from wind, biomass, geothermal,
solar, or possibly hydro facilities. More than one-half
of the customers in California have chosen a green
power product and close to one-third of Pennsylva-
nia’s customers have chosen a green power product.

Most states that have enacted restructuring legis-
lation include requirements that power marketers
disclose the price, terms, fuel source, and emissions
characteristics of the power sold to customers.
Although states use a variety of approaches to this
effort, it appears that it is technically feasible to track
the emissions characteristics of the power generated
through the flow of contract dollars.

Almost every state that has passed comprehen-
sive restructuring legislation has had to return the
following year for revisions to the policy. Nevada this
year revised the dates for phasing-in competition. Illi-
nois and Maine addressed environmental and renew-
able energy provisions of their bills and Montana put
in place an energy tax reform package necessitated
by a competitive electric industry. Montana also
enacted provisions to give smaller customers a
means to participate in the competitive electricity
market through a statewide cooperative.

California

In 1996 the California Legislature enacted a major
restructuring bill that called for customer choice no
later than January 1, 1998, created an independent
system operator, established a power exchange, and
funded stranded cost recovery through bonds. Provi-
sions of the California legislation include:

e Customer choice commencing no later than
January 1, 1998. The California Public Utilities
Commission will establish a phase-in schedule
that is equitable for all customer classes which
must be completed for all customers by
January 1, 2002.

* An immediate rate reduction, through use of a
bond financing mechanism, of not less than
10 percent for residential and small commer-
cial customers. Additionally, rate savings for
these customer classes are expected to be no
less than 20 percent by April 1, 2002. Up to
$10 billion in rate reduction bonds will be
issued in order to achieve the immediate rate
reduction and will spread recovery of a portion
of competition transition charge for these
customers over 10 years.

e A limited transition period, ending
December 31, 2001, during which utilities have
an opportunity to recover stranded investment
through a nonbypassable competition transi-
tion charge levied on the usage of electric
power. Recovery is limited to certain catego-
ries and types of costs and to only that portion
that can be recovered under a rate freeze
during the transition period.
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e A *“firewall” to shield residential and small
commercial customers from paying for any
competition transition charge exemptions
granted to industrial users for economic devel-
opment or retention purposes.

* An independent system operator and a power
exchange subject to the jurisdiction of a five-
member oversight board appointed by the
Governor and the legislature. Publicly owned
utilities and investor-owned utilities are
required to give control of their transmission
facilities to the independent system operator.

* A requirement that utilities continue funding
energy conservation and low-income assis-
tance programs through 2001 and that rate-
payers pay for that portion recoverable under
the rate freeze. Assistance programs must be
funded at levels not less than those authorized
for 1996. Funding for energy efficiency and
conservation must at least equal $228 million
per year through 2001. During the same
period, $62.5 million must be provided for
research, development, and demonstration
projects to advance science or technology that
would not otherwise be adequately provided
for in a competitive market. The amount of
$540 million is provided for renewable
resource technologies in this time period.

* A requirement that all electric sellers, market-
ers, and aggregators register with the Cali-
fornia Public Utilities Commission and provide
consumers with adequate and reliable infor-
mation regarding supplier options. Contract
recision provisions and “antislamming” or
“grid-napping” protections are also included in
the legislation.

Maine

Legislation enacted by the Maine Legislature in
1997 established retail competition for the purchase
and sale of electricity beginning March 1, 2000. The
legislation permits electric utilities a reasonable
opportunity to recover verifiable and unmitigable
stranded costs and also establishes a standard-offer
service for
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customers who do not seek or take power in the
competitive marketplace. The law sets a 33 percent
market-share cap for Central Maine Power Company
and Bangor Hydro-Electric Company and preserves
low-income assistance programs funded through
transmission and distribution rates. It establishes a
30 percent renewal-resource portfolio requirement for
competitive electricity providers and a program for
renewable research development funded through
voluntary contributions. Finally, it requires the Maine
Public Utilities Commission to develop a consumer
education program.

Montana

During the 1997 legislative session, the Montana
Legislature enacted Senate Bill No. 390, the Montana
Electric Utility Industry Restructuring and Consumer
Choice Act. This Act established restructuring
requirements for Montana’'s electric utility industry.
Pilot programs began July 1, 1998, and a report on
those programs is due by July 1, 2000. All utility
customers must have a choice in their electricity
supplier before July 1, 2002. All utilities must submit
transition plans. Certain stranded costs laid out in
transition plans will be reviewed and will be paid for
by transition bonds. Beginning January 1, 1999,
2.4 percent of each utility’s annual retail sales
revenue in Montana for the calendar year ending
December 31, 1995, is established as the annual
funding level for universal system benefits programs.
Unless otherwise modified, this funding level remains
in effect until July 1, 2003. The recovery for these
programs is authorized through a universal systems
benefits charge assessed at each customer meter.
One feature of the bill which is relevant to electric
industry restructuring in North Dakota is how the bill
deals with rural electric cooperatives. Section 20 of
the bill provides that rural electric cooperatives have
the choice of opting in or out of offering their
customers choice. If a cooperative opts in, it must
certify to the Montana Public Service Commission that
it has adopted a transition plan consistent with the
provisions of the Act, but essentially the same as the
plans of investor-owned utilities. If a cooperative opts
out, the cooperative is precluded from accessing the
distribution system and, thus, customers of other utili-
ties that have opened their system up without a preex-
isting contract. A cooperative must participate in the
universal systems benefits program whether it opts in
or out.

As noted above, Montana put in place an energy
tax reform package necessitated by competitive elec-
tric industry and enacted new provisions to give
smaller customers a means to participate in the
competitive electricity market through a statewide
cooperative.

Oklahoma
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Senate Bill No. 500, signed by the Governor of
Oklahoma on April 25, 1997, created the Electric
Restructuring Act of 1997 and stated electric utility
industry restructuring goals for that state. The Act
establishes customer choice by July 1, 2002. Before
that date a series of studies will be conducted on
various aspects of restructuring. These studies
include:

* Formation of an independent system operator
for Oklahoma or the region that must have
begun by July 1, 1997, and reported by
February 1, 1998.

* A study of technical issues, such as reliability,
safety, and transmission, which must have
reported findings by December 31, 1998.

* A study of financial issues such as rates,
charges, and electric service provider financial
obligations. This study must have
commenced on January 1, 1999, and reported
findings by December 31, 1999.

* A study of consumer issues that must have
begun by July 1, 1999, and report findings by
August 31, 2000.

New Hampshire

The relevant provisions of the New Hampshire

restructuring legislation are:

* The New Hampshire Public Utilities Commis-
sion must have issued a final restructuring
order by June 30, 1997. Utilities must have
offered retail access by January 1, 1998. The
New Hampshire Public Utilities Commission
may delay this date by up to six months
without legislative approval.

* Generation must at least be functionally sepa-
rated from transmission and distribution func-
tions. The Public Utilities Commission may
require that distribution and electricity supply
services be provided by separate utility affili-
ates. However, utilities may own small-scale
generation facilities as a means of minimizing
transmission and distribution costs. While
divestiture is not required, utilities must miti-
gate their stranded costs, with the sale of
surplus assets identified as one form of
mitigation.

* In the implementation of full-fledged retalil
competition, utilities are allowed recovery of
net, nonmitigable environmental costs and
costs of legally mandated purchase power
contracts. They are allowed to seek recovery
of generation-related assets.

* The Act allows the Public Utilities Commission
to establish a stranded cost recovery charge,
with the burden of proof for recovery on the
utility. It also allows the Public Utilities
Commission to establish interim charges effec-
tive for two years from the date that utilities file
plans to comply with the Act. The Act states
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that entry and exit fees are not preferred
recovery mechanisms.

Pennsylvania

House Bill No. 1509, enacted by the Pennsylvania
General Assembly in 1996, addressed electric
industry restructuring in Pennsylvania. The major
provisions are:

e By January 1, 1999, utilities must have offered
retail access to one-third of their peak load for
each customer class; two-thirds by January 1,
2000; and all by January 1, 2001. Utilities
must provide this opportunity on a first-come,
first-served basis except as directed by the
Pennsylvania Public Utilities Commission.
The Pennsylvania Public Utilities Commission
may delay implementation of the initial phase
by up to one year.

* The Act requires unbundling of the generation,
transmission, and distribution functions.
Generation will be deregulated while transmis-
sion and distribution will continue to be regu-
lated as natural monopolies. Divestiture is
permitted but not required.

e Utilities are statutorily entitled to recover their
nuclear decommissioning costs; contracts for
power purchased from nonutility generators,
and prudently incurred costs associated with
buydowns and buyouts of these contracts; and
regulatory assets. The Pennsylvania Public
Utilities Commission may allow recovery of
generation-related costs in addition to those
listed above. Utilities must mitigate costs to
the extent practicable through such measures
as accelerated depreciation and minimize
rates while maintaining safe and efficient
operations.

e The Act establishes a competition transition
charge applied to any customer using the
transmission or distribution system.  The
competition transition charge may not shift
costs between or within customer classes.
Customers that install onsite generation and
significantly reduce their purchases through
transmission and distribution systems must
pay a fully allocated competition transition
charge.

* The Act establishes a cap on total rates for
utility company customers for the shorter of
4.5 years or until the utility finishes collecting
its stranded costs through transition charges
and all customers can choose suppliers. The
generation component of rates plus transition
charges may not exceed current Public Utili-
ties Commission-approved generation costs
for the shorter of nine years or until the utility
finishes collecting its stranded costs through
transition charges and all customers can
choose suppliers. Limited exceptions to these
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caps exist, for example, if they preclude a
utility from earning its Public Utilities
Commission-authorized rate of return on its
investment.

The Public Utilities Commission may issue a
qualified rate order to allow issuance of transi-
tion bonds. Bonds may have a maturity of up
to 10 years. Proceeds of the bonds must be
used to reduce stranded costs and other tran-
sition costs. The competition transition charge
must be reduced to the extent stranded costs
have been refinanced. Savings and interest
costs must be passed on directly to customers
through rate reductions.

The Act requires continuation of gross receipts
and other state utility taxes with a formula to
maintain revenue neutrality through 2003. The
gross receipts tax applies to nonutility electric
suppliers.

Rhode Island
The 1996 Rhode Island electric restructuring initia-

tive,

codified as Rhode Island General Laws

§ 39-1-27 et seq., provides:

As of July 1, 1997, utilities must offer retall
access to all new commercial and industrial
customers, all existing  manufacturing
customers with average annual demand of
1,500 kilowatts or more, and all accounts of
the state government, subject to an overall cap
of 10 percent of the utility’s total sales.

As of January 1, 1998, utilities must offer retalil
access to all existing manufacturing customers
with average annual demand of 200 kilowatts
or more and all accounts of municipal govern-
ments. Utilities are not required to provide
retail access to customers accounting for more
than 20 percent of their total sales under this
and the preceding provision.

As of July 1, 1998, utilities must offer retail
access to all of their remaining customers.
This deadline is moved up if retail access is
available to 40 percent or more of total sales in
New England. The Rhode Island Public Utili-
ties Commission may delay this deadline by
up to six months to permit extension of retail
access on reasonable terms.

The Act requires unbundling of generation,
transmission, and distribution functions.
Generation will be deregulated, while trans-
mission and distribution will continue to be
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regulated by the Federal Energy Regulatory
Commission and Rhode Island Public Utilities
Commission, respectively. Any utility recov-
ering a stranded cost through the transition
charge must determine the market value of its
fossil fuel and hydrogenerating assets by the
sale or spinoff of these facilities. The market
value is then deducted from the utility’s
stranded costs. Utilities must also attempt to
sell their portion of their purchase power
contracts that exceed market rates to reduce
their stranded costs.

Stranded costs include nuclear decommis-
sioning costs and nuclear operation and main-
tenance costs that would continue if the plant
were shut down; above-market costs of
purchase power contracts and the reasonable
costs of buying out or buying down these
contracts; regulatory assets; and the net unre-
covered capital costs of all of the generating
plants owned by the utility or its wholesale
power distributor as of December 31, 1995,
whether or not plants are operating.

The Act establishes a transition charge applied
to any customer using the transmission or
distribution system. A nonutility electric
supplier may pay part or all of its customer’s
transition charge. The charge is set at
2.8 cents per kilowatt hour for the period
between July 1, 1997, and December 31,
2000. The charge is subject to adjustment to
account for the disposition, pursuant to the
Act, of nonnuclear generating assets by
wholesale power suppliers. From January 1,
2001, the Public Utilities Commission sets the
charge. After January 1, 2010, there is no
allowance for costs associated with regulatory
assets and unamortized capital investments in
generating plants.

Rate increases generally must have held to
the rate of inflation from January 1, 1997,
through December 31, 1998. These increases
did not apply to low-income customers. Ultili-
ties must have filed performance-based rate
plans with the Public Utilities Commission.

The Act establishes a commission that was
required to submit a plan to the General
Assembly by January 1, 1997, on assessing
and taxing utilities and nonregulated power
producers.

ELECTRIC UTILITY TAXATION
IN OTHER STATES

Two states that have enacted comprehensive
electric utility taxation bills include lowa and Montana.

lowa

lowa Senate File 2416, attached as Appendix A,
generally replaces the current central property tax
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assessment procedures utilized by the lowa Director
of Revenue and Finance in valuing property of entities
involved primarily in the production, delivery, and
transmission of electricity and natural gas, with excise
taxes on electricity and natural gas, and a statewide
property tax on certain property of these entities. The
Act generally took effect January 1, 1999, and is
applicable to property tax assessment years begin-
ning on or after January 1, 1999, and to replacement
tax years beginning on or after January 1, 1999.

The Act created lowa Code Chapter 437A, the
purpose of which as stated in the chapter is to replace
property taxes imposed on electric and natural gas
companies, electric cooperatives, and municipal utili-
ties with a system of taxation that will enable these
entities to effectively compete in a competitive market-
place, while preserving revenue neutrality and debt
capacity for local governments and taxpayers. The
Act imposes a replacement tax on the delivery of elec-
tricity to a consumer in lowa. The replacement
delivery tax is an amount equal to the number of
kilowatt-hours delivered to consumers by the taxpayer
within each electric competitive service area during
the tax year multiplied by the electric replacement
delivery tax rate for each competitive service area
plus, if applicable, the number of kilowatt-hours deliv-
ered to consumers by the taxpayer within each elec-
tric competitive service area during the tax year
multiplied by the electric transfer replacement tax rate
for each electric competitive service area. The tax
rate is to be calculated by the lowa Director of
Revenue and Finance.

The Act provides that the replacement tax includes
electric generation, transmission, and delivery tax
components. The Act provides for municipal electric
transfer replacement tax rates that are to be calcu-
lated annually by the city council of each city located
within an electric competitive service area served by a
municipal utility as of January 1, 1998. The Act also
provides for the recalculation of the electric replace-
ment delivery tax as a result of an increase or
decrease in the number of taxable kilowatt-hours of
electricity reported with respect to any electric
competitive service area.

The Act imposes a replacement tax on the delivery
of natural gas to a consumer within lowa. The
replacement delivery tax is an amount equal to the
number of therms delivered to consumers by the
taxpayer within each natural gas competitive service
area during the tax year multiplied by the natural gas
delivery tax rate for each competitive service area
plus, if applicable, the number of therms of natural
gas delivered to consumers by the taxpayer within
each natural gas competitive service area during the
tax year multiplied by the municipal natural gas
transfer replacement tax rate for each natural gas
competitive service area. The tax rate is to be calcu-
lated by the lowa Director of Revenue and Finance.
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The Act provides for municipal natural gas transfer
replacement tax rates that are to be calculated annu-
ally by the city council of each city located within a
natural gas competitive service area served by a
municipal utility as of January 1, 1998. The Act also
provides for the recalculation of natural gas replace-
ment delivery tax as a result of an increase or
decrease in the number of taxable therms of natural
gas reported with respect to a natural gas competitive
service area.

The Act establishes filing requirements, including
the information to be included on the tax return. The
Act requires a taxpayer to remit to the county treas-
urer of each county to which replacement tax is allo-
cated, one-half of the replacement tax due on or
before September 30 with the remainder to be
remitted on or before the following March 31. The Act
establishes a three-year statute of limitations for the
lowa Director of Revenue and Finance to examine
and assess additional tax if the return is found to be
incorrect. The Act provides that if a return is not filed,
or when filed is incorrect and after notice from the
director a correct return is not filed, the director is
authorized to estimate the tax due. The Act estab-
lishes a lien on the property of a taxpayer if a replace-
ment tax, together with any costs which accrue, goes
unpaid. The Act provides that this lien is prior to and
superior over all subsequent liens.

The Act provides for correction of errors, refunds,
or credits of replacement tax paid, and for the confi-
dentiality of information provided on a return by a
taxpayer. The Act provides that claims for refund or
credit are to be filed with the lowa Director of
Revenue and Finance and must be filed within three
years after the replacement tax payment upon which
a refund or credit is claimed became due, or one year
after the replacement tax payment was made, which-
ever time is later. Claims for refund or credit on
municipal transfer replacement tax are to be filed with
the appropriate city’s chief financial officer.

The Act provides for the allocation of all replace-
ment tax revenue by the lowa Director of Revenue
and Finance. The Act provides that all replacement
taxes owed by a taxpayer are to be allocated among
the local taxing districts in which the taxpayer’s prop-
erty is located in accordance with a general allocation
formula determined by the lowa Department of
Management on the basis of general property tax
equivalents.

The Act imposes an annual statewide property tax
of three cents per $1,000 of assessed value on all
property that is primarily and directly used in the
production, generation, and transmission, or delivery
of electricity or natural gas owned or leased to a
person subject to taxation under lowa Code Chapter
437A.

The Act establishes reporting requirements for all
electric companies, natural gas companies, electric
cooperatives, municipal utilities, and any other person
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subject to the replacement taxes established in lowa
Code Chapter 437A for property added or disposed of
by these entities. The Act provides a mechanism for
the adjustment and reevaluation of the value of the
property of these entities.

The Act provides that all revenue from the state-
wide property tax is to be deposited in the lowa
general fund, with 50 percent of this revenue being
available to the lowa Department of Management for
salaries, support, services, and equipment to admin-
ister the replacement tax and 50 percent of this
revenue being available to the lowa Department of
Revenue and Finance for salaries, support, services,
and equipment to administer and enforce the replace-
ment tax and the statewide property tax.

The Act provides that the replacement tax imposed
under lowa Code Chapter 437A is to be reflected in
the charges of utilities subject to rate regulation. The
lowa Utilities Board is authorized to determine the
amount of replacement tax properly included in retail
rates subject to the lowa Ultilities Board’s jurisdiction.
Finally, the Act requires all taxpayers to file a report
with the lowa Department of Revenue and Finance
within 90 days of the effective date of the Act,
January 1, 1999, including data necessary to compute
the replacement tax.

Montana

The Montana Electrical Generation Tax Reform
Act, enacted in 1999, a copy of which is attached as
Appendix B, generally revised taxation of electric utili-
ties in Montana. The bill becomes effective
January 1, 2000. All investor-owned electric utility
generation facilities are transferred from Class 9,
12 percent, to a new Class 13 and taxed at six
percent of their market value on January 1, 2000,
except for electrical generation facilities used for
noncommercial purposes, exclusively for agricultural
purposes, or qualifying small power production facili-
ties. The assessed value for the electrical facility’s
property remaining in Class 9 is not greater in fiscal
year 2000 or fiscal year 2001 than the assessed value
in 1998. The wholesale energy transaction tax or
WET tax applies to kilowatts per hour of electricity
produced or consumed in Montana. Electrical
production is subject to the tax whether consumed in
Montana or exported to another state. Electricity
consumed in Montana is subject to the WET tax
whether generated in Montana or imported for
consumption from another state. The WET tax is
applied to electrical transmission at the rate of
0.015 cents per kilowatt-hour. The transmission
service provider collects the tax on a quarterly basis.

Exemptions to the WET tax include electricity that
is transmitted through the state that is neither
produced nor consumed in the state; electricity gener-
ated in the state by an agency of the federal govern-
ment for delivery outside the state; electricity
delivered to a distribution services provider that is a
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municipal utility or a rural electric cooperative; elec-
tricity delivered to a purchaser that receives its power
directly from a transmission or distribution facility
owned by an entity of the United States government
on or before May 2, 1997, or electricity that is trans-
mitted exclusively on transmission or distribution
facilities owned by an entity of the United States
government on or before May 2, 1997; electricity
meeting certain contractual requirements that is deliv-
ered by a distribution services provider that was first
served by a public utility after December 31, 1996;
and electricity that has been subject to the transmis-
sion tax in another state. The tax is deposited to the
state general fund.

Reimbursements are distributed on a semiannual
basis to the county treasurer in the counties affected
by a reduction in electric generation of property taxes.
Distributions are based on each jurisdiction’s change
in assessed value of electric generation facilities and
its previous year’s mill levy.

FEDERAL RESTRUCTURING INITIATIVES
Nine bills relating to electric industry restructuring
were introduced during the 105th Congress.
However, none became law. To date, at least 14 bills
relating to electric industry restructuring have been
introduced in the 106th Congress, however, some
deal with taxation and other issues and only relate
tangentially to electric industry restructuring.

S.282 - This bill, known as the Transition to
Competition in the Electric Industry Act, provides that
no electric utility may be required, under the Public
Utility Regulatory Policies Act of 1978, to enter a new
contract or obligation to purchase or sell electricity or
capacity from or to qualifying cogeneration and small
power production facilities. The bill requires the
Federal Energy Regulatory Commission to adopt and
enforce regulations designed to ensure that no elec-
tric utility may be required to absorb the costs associ-
ated with purchases of electric power or capacity from
a qualifying facility pursuant to the Public Utility Regu-
latory Policies Act obligations before enactment of the
bill.

S.313 - This bill, known as the Public Utility
Holding Company Act of 1999, would repeal the
Public Utility Holding Company Act of 1935. The bill
prescribes procedural guidelines for both the Federal
Energy Regulatory Commission and state access to
records of a holding company, including subsidiaries,
associates, and affiliates, of a public utility or natural
gas company. The bill precludes state access to any
person that is a holding company solely by reason of
ownership of one or more qualifying facilities under
the Public Utility Regulatory Policies Act. The bill
subjects production of records to such terms and
conditions as may be necessary and appropriate to
safeguard against unwarranted disclosure to the
public of trade secrets or sensitive commercial infor-
mation.  The bill instructs the Federal Energy
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Regulatory Commission to adopt a final rule to
exempt specified holding companies from these
access requirements. The bill requires the Federal
Energy Regulatory Commission to exempt any person
or transaction from these access requirements if it
finds the regulation of that person or transaction is
irrelevant to the jurisdictional rates of a public utility or
natural gas company. The bill retains the jurisdiction
of the Federal Energy Regulatory Commission and
state public utility commissions to determine whether
a public utility company or natural gas company may
recover in rates any costs of affiliate transactions.
The bill does not apply to the federal government,
state or political subdivisions, or foreign governmental
authority not operating in the United States. The bill
also grants the Federal Energy Regulatory Commis-
sion certain Federal Power Act enforcement powers
and transfers from the Security and Exchange
Commission to the Federal Energy Regulatory
Commission all books and records that relate
primarily to the functions vested in the commission
under the bill.

S.386 - This bill, known as the Bond Fairness and
Protection Act of 1999, amends the Internal Revenue
Code, with respect to tax-exempt bond financing of
certain electric facilities, to exclude a permitted open
access transaction, as defined in the bill, from the
definition of private business use. The bill permits
termination of tax-exempt bond financing for certain
electric output facilities.

S.516 - This bill, known as the Electric Utility
Restructuring Empowerment and Competitiveness
Act of 1999, amends the Federal Power Act to
prescribe parameters within which a state may exer-
cise jurisdiction over retail electric supplier distribution
service provided to retail customers within its borders;
establish and enforce electric energy performance
standards; exercise authority over retail transactions,
including the imposition of surcharges; and require
electric energy suppliers to provide wholesale and
retail reciprocity with respect to open, nondiscrimina-
tory transmission access and local distribution
access.

S.1047 - This bill, known as the Comprehensive
Electricity Competition Act, is the Clinton administra-
tion’s electric restructuring proposal. The bill provides
that not later than January 1, 2003, any distribution
utility that has the capability to deliver electric energy
to an electric consumer over its facilities must offer
open access to those facilities for the sale of electric
energy to the consumer and must do so at rates,
terms, and conditions that are not unduly discrimina-
tory or preferential, as determined by the appropriate
regulatory authority. However, state regulatory
authorities and nonregulated distribution utilities may
opt out of retail competition if the state regulatory
authority finds, after notice and opportunity for
hearing, that implementation of the retail competition
requirement by a distribution utility will have a

10

August 1999

negative impact on a class of customers of that utility
that cannot be mitigated, and a nonregulated distribu-
tion utility may determine not to implement the retail
competition requirement if it finds, after notice and
opportunity for hearing, that implementation of the
retail competition requirement by the distribution utility
will have a negative impact on a class of customers of
that utility that cannot be mitigated. The bill also
contains consumer protection provisions, public bene-
fits provisions, regulates mergers and the corporate
structure of electric companies, and implements reli-
ability provisions.

S.1048 - This bill contains the tax provisions that
accompany the Comprehensive Electricity Competi-
tion Act.

H.R.667 - This bill, known as the Power Bill, would
amend the Federal Power Act to declare that its prohi-
bition against mandatory retail wheeling and sham
wholesale transactions does not affect any state or
local government authority under state law with
respect to electric energy sale or transmission directly
to an ultimate consumer. The bill prescribes guide-
lines for state-imposed reciprocity governing access
to electric utility transmission distribution facilities.
The bill grants cooperatively owned sellers or distribu-
tors of electricity the right, as consumer-owned coop-
eratives, to engage in any activity or provide any
service lawfully carried out by any other seller or
distributor of electricity in that state. The bill author-
izes a state or state regulatory authority to impose
charges upon purchases of retail electric energy serv-
ices, including fees to recover costs incurred by an
electric utility that become unrecoverable due to the
availability of retail electric service choice, and to pay
all reasonable costs associated with government
requirements regarding decommissioning of nuclear
generating units. The bill declares that, as of the date
of enactment, new electric utility contracts for
purchase or sale are not subject to specified require-
ments encouraging cogeneration and small power
production. The bill directs the Federal Energy Regu-
latory Commission to adopt regulations to assure
recovery of all costs associated with purchases of
electric energy or capacity from a cogeneration or
small power production facility by electric utilities. The
bill would also repeal the Public Utility Holding
Company Act of 1935 and also prescribes guidelines
for federal and state access to books and records of
electric utility holding companies and their affiliates.
The bill requires state laws or regulations for the
recovery of stranded costs to be filed with the Federal
Energy Regulatory Commission as a prerequisite to
state receipt of federal energy assistance. The bill
precludes any modification or repeal of these laws or
regulations for seven years after their filing date and
directs the Federal Energy Regulatory Commission to
make these laws or regulations available to the public.
Finally, the bill instructs the Secretary of Energy to
present a status report to Congress on the extent to
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which state actions have removed regulatory and
statutory barriers to interstate commerce in electricity.

H.R.721 - This bill, known as the Bond Fairness
and Protection Act of 1999, amends the Internal
Revenue Code, with respect to tax-exempt bond
financing of certain electric facilities, to exclude a
permitted open access transaction, as defined in the
Act, from the definition of private business use. The
bill permits termination of tax-exempt bond financing
for certain electric output facilities.

H.R.971 - This bill, known as the Electric Power
Consumer Rate Relief Act of 1999, amends the Public
Utility Regulatory Policies Act of 1978 to provide that
a state regulatory authority may ensure that rates
charged by qualifying small power producers and
qualifying cogenerators to purchasing electric utilities
are just and reasonable to consumers of the
purchasing utility and in the public interest and do not
exceed the incremental cost at the time of delivery to
the utility of alternative electric energy and capacity.
The bill authorizes state regulatory authorities to
establish programs for monitoring the operating and
efficiency performance of in-state cogeneration and
small power production facilities in order to determine
whether they meet Federal Energy Regulatory
Commission standards and requires that a contract
entered into before the date of enactment of the bill be
amended to conform to state requirements governing
rates to retail electric consumers.

H.R.1138 - This bill, known as the Ratepayer
Protection Act, declares that after the Act’s enactment
date, no electric utility may be required to enter a new
contract or obligation to purchase or sell electric
energy or capacity pursuant to the provisions of the
Public Utility Regulatory Policies Act of 1978
governing cogeneration and small power production.
The bill directs the Federal Energy Regulatory
Commission to adopt and enforce regulations to
assure that no utility may be required to absorb the
costs associated with electric energy or capacity
purchases from a qualifying facility executed before
the Act's enactment date, and governed by such
provisions, thus assuring these utilities recovery of all
costs associated with these purchases. Finally, the
bill provides that these regulations must be treated as
a rule enforceable under the Federal Power Act.

11
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H.R.1486 - This bill, known as the Power
Marketing Administration Reform Act of 1999,
requires the Secretary of Energy to develop and
implement procedures to ensure that the federal
power marketing administrations utilize the same
accounting principles and requirements as the
Federal Energy Regulatory Commission applies to the
electric operations of public utilities.

H.R.1587 - This bill, known as the Electric Energy
Empowerment Act of 1999, amends the Federal
Power Act to empower the states to order electric utili-
ties within their jurisdiction to provide nondiscrimina-
tory open access through functionally unbundled
transmission and local distribution services to retail
customers within their borders (retail wheeling).

H.R.2645 - This bill, known as the Electricity
Consumer, Worker, and Environmental Protection Act
of 1999, implements federal and state standards for
electricity service designed to protect workers in the
electricity industry.

H.R.2734 - This bill, known as the Community
Choice for Electricity Act of 1999, allows groups of
customers or entities to acquire retail electric energy
on an aggregate basis if the group is served by one or
more local distribution companies that are subject to
retail competition.

POSSIBLE STUDY APPROACH

In carrying out its statutory responsibilities, the
committee may wish to monitor federal electric
industry restructuring initiatives, review electric
industry restructuring efforts in other states, and
follow electric industry restructuring developments in
other states. In conducting this study, the committee
could solicit testimony from a number of sources.
These include the Public Service Commission and its
staff, representatives of the state’s investor-owned
utilities, representatives of the state’s generation and
transmission cooperatives, representatives of the
state’s distribution cooperatives, the North Dakota
Association of Rural Electric Cooperatives, the state’s
municipal electric utilities, power marketers, and large
commercial and industrial power users.

ATTACH:2
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SENATE FILE 2416

AN ACT

RELATING TO THE REPLACEMENT OF PROPERTY TAX ON PROPERTY
ABBOCIATED WITE ELECTRICITY AND NATURAL GAS WITR EXCISE
TAXES ASSOCIATED WITH ELSCTRICITY AND NATURAL GAS,
ESTABLISRING A STATEWIDE PROPERTY TAX ON PROPERTY
ABSOCIATED WITH BLECTRICITY AND NATURAL GAS, FROVIDING
FOR A SPECIAL UTILITY PROPERTY TAX LEVY OR TAX CREDIT,
FROVIDING FOR THE ACT'E RETROACTIVE APPLICABILITY,
PROVIDING AN EFFECTIVRE DATE, AND PROVIDING PENALTIES.

HE IT ENACTED BY THE GENERAL ASBEMBLY OF THE STATE OF IONA:

DIVISION I -~ INTRODUCTORY PROVISION

Seotion 1. LEGISLATIVE PINDINGS. The genaral assembly
€inds that with the advent of restructuring of the electric
and natural gas utility industry, a compstitive environment
will zeplace the current regulated monopoly envlronment.
Curzently, utility companles are subject to propacty taxes
which are levied in varlous amounts with respect to utility
proparty located in areas serviced by the utllity companies.
If the property tax, as currently levisd, contioues, the
properky tax costs In Iowa will become a factor ameong
compatitors in the prleing of slectricity and natural gas.
Koceover, non-Iowa located electzlcity and natural gas
suppllera do not have property In Iowa subject to property tax
and Lo the extent that they are located In a low property tax
state, such property tax costs would grant ta such non-Iowa
suppliers an unfalr tax advantage over lowa-based utillty
companies.

The genaral assenbly aleo finds that restructuring may
cesult ln tha loss of in-lieu-of-taz transfers from surplus
funds made by & municipal utility to the clty. These
tzacsfers take the place of a property tar and are recognlsed

In this Act as such.

Therefore, the genesral assembly finds that a need evists to
replace the currant Iowa property taz aystem leviad on
slactzic and natural gas utllity companies located in lowa.
However, any replacemant tax needs to be revenue neutral soc as
nat to harm the Clscal stability of local governments which
depend upon such utility property taxes and municipal
transfers, and Further, #c as to negate tax coste as a factor
In a competitive utility industry enviroament. Additlonally,
such replacement tax must allow fair and competitive prices
for cansumers of electric and natural gas services, and
minimize the impact on thes cost of such sszvices to consumers.

The genaral assembly, therefore, finds that the replacement
tax should be imposed on the generatlon, transmission, and
delivery of eleckriclty and natural gas. BGtatewide generation
and trnnnnl.alon.tax-- are neceasary to ensure that in the
svent such functions are conducted by stand-alone genaratlion
and transalasion companies, such companies wlll conmtlnue to
contzibute to the tax base. However, imposltion of a single
atatevide delivery tax rate would unfaizly incresase tax costs
for soma taxpayers while reducing such costa for others. Such
a result would impede a competitive eavironment and disrupt
the tax continulty for taxpaysrs, and has ths potential to
unnecassarily Inczease costas for consumers of gas and
sleotrioity. Thecefore, to maintain tax continuity and tax
revenues Cor local govezanmant and to maintain tax contlnuity
and negate tax costs as a factor in a competitive environment
for taxpayers and consumers, the delivery taz zatas should be
fixed by geographlic sarvice areas which are designed and
structured to accomplish these goals.

Tha current property tax valuation pracess for utility
companies ls complex and time-consuming to administec. The
replacement tax eames this administcative burden on atate
governnent .
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natural gas dellvered to such facility msy ultimately be umed
by another person. A person to whom electriclty or natural
gas la delivered by a master-metezred facility !s not a
congunet. A “master-metered facility' means any multl-
occupancy premises whare unite are aecparately rented or ownad
and where wlectricity or natural gas is used in centralized
hesting, cooling, water-heating, or ventilaktion systems, where
individual metering is lmpractical, where the facllity is
designated for elderly or handicapped persons and uktility
casts constitute part of the operating cost and are not
apportloned to indlvidual units, or where submetaring or
resale of sarvice was pernitted prior to 1966.

4. "Delivery" meana the physical transfer of electricikty
or natural gas to a consumer. Physlcal transfer to a consumer
occurs whan transportation of electriclty or natural gas ends
and such alecktrlolty ocr natural gas becomes avallable for use
or consumptlon by & consumer.

S, “Dirmctor™ meana the dlrector of revenue and finance.

6. "Elsctzic company" means a person engaged primarily in
the production, delivery, sezvics, or sales of electric energy
vhether formed or organised under the laws of thils atate or
elsevhere. "EBlesctric company® includes a combipation natural
gas company and electric company. "Electric company' does not
include an electric cooparative or a munloipal utility.

7. “Electrlc competitive service area” means an elactric
service area assigned by the utilities board under chapter 476
as of January 1, 1999, including utility propezty and
facllities dascribed in section 476.23, subsection 3, which
wece owvned and served by the electrlic company, slectric
cooperative, or munigipal utility sezving such area on January
1, 1999.

8. "Bleckric coopacratliva®™ mesans an slectric utillty
provider formed or organised as an electric cooperative under
the laws of this state or elsawvhers, An elactzic cooperative
shall alsc include an incorporated city utility provider.
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‘‘Ganeraticn and transmisslion electric cooperative" means an
alectric cooperative which owns both transmisaion lines and
property which Is used to generate electricity. "Dlatributlion
electric cooperative” means an electric cooperative other than
a generation and tranamlssion electric cooperative or a
nmunicipal electric cooperative association.

9. "Electric-powsr generating plant“ means a nameplate
rated electzic power generating plant, which produces alactric
energy from other forma of energy, lnoluding all taxable land,
buildlings, and equipment umsed in the production of such
electrioc energy.

10. “Incorporated city utllity provider™ meana a
corporation with assets worth one milllon dollars or more
vhich has one or more platted villages located within tha
territorial limits of the traoct of land which It ocwns, and
which provides electziclty to ten thousand or fewer cuastomers.

11, "Lease” means a contract batween a lessor and lessee
pursuvant to vhich the lLessee cgbtains a present possessory
interest in tangible property wlthout cbtsinlng legal title in
such property. A contract to tranamlt oz deliver elactricity
or natural gas uslng operatlng propezty within this state is
not a leasas. "Capital lecase” means a lease classified as a
capltal lease under generally accepted accounting princlplea.

12. '"Local amcunt' means the flcst forky-four mlllion fouz
hundred forty-four thousand four hundred forty-five dollars of
the acquisition cost of sny major addition vhich Is an
electric powar generating plant and the total acquisition cost
of any other major addition.

13. ‘"Loocal taxing distriot" means a clty, county,
community college, school district, or other taxing district,
located in thls state and authorised to certify a lavy on
property located withln such dist:zict for the payment of bonds
and Intereat or other obligations of such distrlat.

14, ‘"Low capacity factor electcic power generating plant"
geans, for any tax year, an slectrlc power genarating plant,
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with the exception of an electric power generating plant ownad
or leased by an electric company, an electric cocperative, or
a municipal utillty, which operated during the preceding
calandar year at a net capacity factor of twanty percent or
less. “Net capacity factor" means net actual gensration
during the preceding calendacr year dlvided by ths product of
nameplate capacity times the numbar of hours the plant was In
the active atate durlng the preceding calendar ysar. OUpon
commisslaoning, a plant is in the active state until it is
decommlusioned. "Net actual generatlon”™ means net electrical
megavatt hours produced by a plant during the praceding
calendar year.

15. "Major addltion' means any acquieltion on or after
January 1, 1998, by a taxpaysr, by transfer of ownarship.
salf-construction, or capital lesase of any interest in any of
the following:

a. A bullding in this state where the acgquismition coat of
all interests acquired exceeds ten million dollars.

b. An alectric power generating plant where the
acquisitlion cost of all interests acquired exceeds ten milllon
dollars. Por purposes of thias paragraph, "slectric power
genscating plant” means sach nameplats rated slectric power
generating plant owned aclely or jointly by any parson or
electtic powar facllity flnanced under the provisiona of
chapter 28F in which mlectrical energy is produced from other
forms of energy, including all equlpasnt used in the
production of such energy through its step-up tranaformer.

c. Natural gas opsrating proparty within a local taxing
disteiot whare the acquisition coat of all interests acquired
exceeds one milllon dollars.

d. Any operating proparty in thle state by a pereson not
previously subject to taxatlon under this chapter,

Por purpopss of this chapter, the acqulsltion cost of an
asset acquired by capital lease ls its capitmlized value
determined under generslly accepted accounting prlnclples.
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16. "Munlcipal electrlo coopecatlive association" means an
electric coopecatlve, the membership of which is composed
entizely of municlpal utilities.

17. “Municlpal utility" means all or part of an electric
light and power plant system or a natural gas system, sither
of which is owned by a city, including all land, easements,
rights-of-vay, fixtures, equipment, accessorles, improvements,
appurtenances, and other property necessary or useful for the
oparation of the municipal uwtility.

18. “Natural gas coapany' means a person that owns,
operates, or is engaged primarily in operating or utilizing
pipelines for the purpose of dlstributing natural gas to
consumers located withln this state, excluding a gas
diatributing plant or company located entirely within any clty
and not a pact of a plpeline transportation company. “Natural
gas company® includes a comblnation natural gas company and
electric company. “Natuzal gas company” does not include a
municipal utillty.

19, a. "“Natural gas competitlve mervice area" mesans any
of the fifty-two natural gas competltive secvice sreas
descrlbed ag follows:

{1) Each of the following municipal natural gas
competitive service areas:

(a) Taylor county, except for those acreas of Taylor county
vhich are contalned within another municipal natural gas
competitive service area as descoribed in this subsection.

{b) The oity of Brighton in Rashington county and tha area
within two miles of the city 1limits plus sectlons 5, 6§, 7, 8,
17, 18, 19, 20, 29, and 30 in Brighton townshlp; sectlions 19,
30, and 33 in franklin townahip; msections 1, 2, 11, 12, 13,
14, 23, 24, 25, and 36 in Dutch Creek townshlp; and sectiona
25, 26, 35, and 36 in Seventy-Bix townehip.

(c) Davis county.

(d) The city of Brooklyn In Poweshiek county and the area
within tvo miles of the city limlts.
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le) The olty of Cascade Ln Dubuque county and the area
within two miles of the clty limits.

(f) The city of Cedar Falls in Biack Havk county and the
area within one nile of the city limita, not including any
part of the clty of Waterloo.

(g) The city of Clearflield in Taylor county and the area
within two miles of the ocity limits and sectlions 20, 21, 26,
and 27 of Platte township, Grant township in Taylor county,
and Grant township in Ringgold county.

{h) fThe south halt of Carroll county and sectlons 3 and 4
of Orange townshlp in Guthrlie county.

(i) Adams county, sxcept those areas of Adams county which
are contained within another municipal natural gas compatitive
service arsa as defined in this subsection.

(J) The city of Emmetsburg In Falo Alto county and the
area within two miles of the olty limita,

[k) The clty of EBverly, in Clay county and the aresa within
two ailes of the city limits.

(11} The oity of Fairbank and the arsa within two mlles of
the oity limits plus the area one-gquarter mile on either slde
of the county Line road, Highway 181, from Fairbank to the
intersection of Outar Road and Tenth Strest, proceeding
tventy-eight hundredths of a mile north ln Buchanan and
rayetta counties.

m) The city of Gllmore City ln Pocshontas and Humboldt
countias and the area within two mliles of the clty llaits.

(n} The city of Graettinger Ln Palo Alto county and the
area within tvo mlles of the city limlta.

{o) The clty of Guthrle Canter, In Guthrie county and the
azsa within one mile of the city limits.

(p) The oity of Earlan in Shelby county and the azea
within two miles of the city limits.

(g) The clty of Hartley Ln O'Brien county and the area
within one mile of the city iimlts, except the eastezn one-
half of meotlon four In Cmega township.
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(r) The oclty of Bawacden in Bioux county and the area
withlin two miles of the city llmits.

(s) The clty of Lake Park plus Silver Lake township in
Dickinaon county.

(t) Payette and New Buda townships in Descatur county.

(u) The city of Lenox in Taylor county including section 1
of Flatte townshlip in Taylor county and the townships of Carl,
Grant, Mercar, Colony, Union, and Prescott in Adams county.

{(v) GCrand River township In Wayne county.

{w) New Hope townshlp in Uniaon county and Koncoe township
in MNadison county.

({x) Bwoldt and Bden townshlpa in Carroll county and Iowa
townshlp In Crawford county.

(y] The olty of Nontesuma i{n Poweshiek county and the area
wlthin two mlles of the city limlts plus Jackson township in
Poweshiek county except the clty of Barnes City, Pleasant
Crove and Monros townships in Mahaska county except the clty
of Baroes City.

(k) Morning Bun townshlp ln Louiss county.

(aa) Wella and Washington townshlps ln Appancose county.

(ab) The city of Oaamge in Mitchell county and the area
within two miles of the clty limits.

{ac) The clty of Prascott in Adams county and tha area
within two miles of the clty limits.

(ed) The clty of Preston ln Jackson county and the area
within twvo miles of the city limits,

(ae) The city of Remsen In Plymouth county and tha area
within two mlles of the clty limits.

(af) The clty of Rock Rapida Ln Lyon county and the acsa
within two miles of the ocity limlte.

fag) Tha city of Rolfe in Pocahontas county and the area
within two miles of the city limits.

(ah) The clty of Sabula in Jackson county and the area
within two miles of the city limica,

9i¥2e d4S

RR/Q7Z/TN

17NR TR? eTe VVJI HT-@n WAT

ennm



Senate Pile 2416, p- 11

{al) The clty of Sac City In Bac county and the area
within two miles of the clty limits.

laj) The olty of Sanborn in O'Brien county and the area
within two miles of the olty limits.

(ak) Tha city of Bloux Centex In Bioux county and the area
within two miles of the city limite.

(al) The city of Tipton in Cedar county and the area
withln tvo miles of the clty limits.

{am) The city of Waukee In Dallas county.

{an) The clty of Nayland plus Jefferson and Tzenton
townships in Renry county.

{ao) Bevanty-Six and Lime Cresk townships in Hashington
county except for those areas of Seventy-8ix townsbip which
are contalned within another municlpal natural gas competitive
secvice area as defined in this subsection.

(ap) The city of West Bend !n Rossuth and Palo Alto
countles and the acea within two miles of the city limits.

{ag) The city of Whittemore Iln Kossuth county and the area
within two mlles of tha oity limits.

|ar) Socott, Canaan, and Wayne townships in Renry county.

(as) The clty of Woodbine in Earrison county and tha area
within tvo miles of the city limitas.

(at) Nishnabotna township in Crawford county.

(2) The natural gas competltive service arsa, sxcluding
sny municipal natural gas compstitive service area described
in subparagraph [1) and consinting of Sioux county; Plymouth
county; Woodbury county; Ida county; Barrimon county: Shalby
county; Audubon county; Palo Alto county) Humboldt county)
Mahaska county; Bcott county; Lyon county aexcept Wheeler,
Dale, Liberal, Orant, Midland, and Elgin townships; O'Brien
county except Union, Dale, SBummit, Highland, Pranklin, and
Center townships) Cherokes county except Checokee and Pllot
townships; Honona county excapt Franklin townshlp and the
south half of Ashton township; Pottawattamie county except
Crescent, Mazel Dell, Lake, Garner, Kane, and Lewis townshlps;
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Mills county except Olenwood and Center townships; Montgomery
county except Douglas, Washington, and East townshlpa; Fage
county except Valley, Douglas, Rodaway, Nebraska, Harlan, Bast
River, Amity, and Buchanan townships; Fremont county except
Oreen, Scott, Bldney, Benton, Washington, and Madlson
townshlpa; Brighton snd Pleasant townships in Cass county; Bac
county exzcept Clinton, Wall Lake, Coon Valley, Levey, viola,
and Sac townships) Newell township in Buena Vieta county)
Calhoun county except Readlng townshlp; Denmark townshlp in
Bmmet county; Rossuth county except Eagle, Grant, Springfield,
Hebron, Swea, Hazrison, Ledyard, Lincoln, Beneca, Greenwood,
Ramsey, and Oerman townshlpm; Hebster county except Roland,
Clay, Burnside, Yell, Webster, Gowrie, Lost Grove, Dayton, and
Hazdin townships; Guthrie county except Grant, Thompson, and
Beaver townshipa) Union township in Unlon county) Madison
county except Ohlo and New Hope townships); Warren county
except Virginia, Squsw, Liberty, and Nhite Breast townshlps;
Cedar, Unlon, Bluff Creek, and Pleasant townashlps in Noanroe
county; Marion county except Lake Prairle, Knoxville, Summlik,
and Union townships; Dallas county except Des Molnes and Grant
townships; Polk county except sectlons 4, S, 6, 7, @, 9, 16,
17, and 14 In Lincoln township and the city of Grimes, and
sections 1, 2, 3, 10, 11, 12, 13, 14, and 15 in Union
township; Poweshiek, Washington, Mound Pralrie, Des Moines,
Elk Cresk, and Fairview townships in Jasper county; Nright
county except BSelmond snd Pleasant townshipa; Geneseo township
in Cerro Gordo county; Franklin county except Wisner and Scott
townships and the clty of Coulter) Butler county except
Bennesetts, Coldwatar, Dayton, and Fremont townships; Ployd
county except Rock Grove, Rudd, Rochford, Ulster, Scott, and
Union townshlpa) Branfoxd township i{n Chlckasaw county; Bremer
county sxcept Frederika, LeRoy, Bumner No. 2, Fremont, Dayton,
Maxfleld, and Franklin townshlps: Parry, Washington, Weatburg,
and Sumner ktownshlps in Buchanan county; 8lack Hawk county
axocept Blg Creek township; Fremont township in Beanton county)
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Napello county sxcept Washington township; Benton and Steady
Run townships in Keokuk countyr the city of Barnes Clty in
Powashiek county; Iowa township in Washington county; Johnaon
county ezcept Fremont townshlp; Linn county except Grant
Bpring Grove, Jackson, Boulder, Washington, Monrom township
west and north of Ottar Creek and County Home Road, Otter
Cresk, Maina, Buffalo, Fayette, and Clinton townshlps)
Tarmington township Iln Cedar county; Wapainonoc, Goshen,
Moscow, Wllton, and Fulton townships In Numcatlne county; and
Lee county except Des Moines, Montrose, Keokuk, and Jackson
townships.

(3) The natural gas competitive sarvice area, excluding
any municipal natural gas compatitive marvice areas described
in subparagraph (1) and consisting of that part of Kossuth
county not deaccibed in smubparagraph (2); Lincoln and Buffalo
townahips in Winnebago county; Worth county except 8ilver
Lake, Haxtland, Sristol, Brookfleld, Pertile, and Danville
townships; Cerzo Gordo county except Crimes, Pleasant Valley,
and Doughezty townshlps; Rock Grove and Rudd townships in
Floyd county) Eden, Camanche, and Hampshlire townships and the
aity of Clinton in Clinton county; and Btacyville and Union
townships in Mitchell county.

(¢) The natural gas competitlve sarvice area, sxcluding
any municipal natural gas secrvice areas desorlbed in
subparagraph (1) and consisting of Franklin township and the
South Half of Ashton townahip In Monona county; Crescent,
Hasnel Dell, Lake, Gazner, Kane, and Lewis townshlps 1in
Fottawattamls county; Glenwood and Center townships in Mills
county; Green, Scott, Sidney, Benton, Mashlngton, and Madlson
townships in Premant county; Cass, Bear Graova, Union, Noble,
Bdna, Victorla, Hassena, Lincoln, and Grant townships in Casa
countyr Glidden townshlp in Carroll county; Bumait tawnship in
Adalr countys Grant township in Guth:le county; Crawford
county except Nishnabotna township; Clinton, Wall Lake, Coon
Valley, Levey, Viola, and Sac townshlp in Bac county; Readlng
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townshlp in Calhoun county; Marxshall, Sherman, Roosevelt,
Dover, Grant, Lincoln, and Cedar townships in Poocahontas
county) Union, Dale, Summit, Highland, Pranklin, and Center
townshlpa in O'Brien county; the north balf of Clay county
plus Clay township) Dlckinson county; Emmet county except
Dernazk, Armestrong Grove, and Iowa Lake townships; Gresna
county except Briastol, Hardin, Jackson, and Grant townships)
Boone county except Workh, Colfax, Des Moines, Jackson, Dodge,
and Harclson tonnships; Des KHoines and Grant townships in
Dallas counkty; Roland, Clay, Burnside, Yell, ¥Webster, Gowrle,
Lost Grova, Daykton, and Newark townships In Webater county;p
Clear Laks, Hamllton, Webster, Preedom, Independenca, Cass,
and Framont townshipa in Hamilton county; El1, Madison, and
Ellington townships In Mancock county) Winnebago county except
Lincoln and Buffalo townshlipa; Bilver Lake, Hartland, Bristol,
Brookfleld, rertlle, and Danville townships in Worth county;
Btna township in Hardin county) Lafayatte towashlip and the
west one-half of Howard townshlp in Story county; the city of
Grcimes in Polk county; Independence, Kalaka, Naripoaa, Elckory
drave, Roock Creesk, Xellogg, dNawton, Sharman, Palo Alto, Buena
Vista, and Richland townships in Jasper county; Palermo,
Grant, and Fairfield townships in Grundy county; Eennszetta,
Coldvater, Dayton, and Fremont townsbips Ln Butler county;
Rockford, Ulster, Scott, and Union townships in Floyd couaty;
St. Ansgar and Mitchell townshipa in Mitchell county; Roward
county) Chickasaw county except Branford township: Prederlka,
LaRoy, Sumnsr No. 2, Fremont, Dayton, Nazfleld, and Frankllin
townships In Bremer county; Blg Creek township in Black Hawk
county; Brown townshlp In Linn county; Madlson township and
the sast half of Buffalo townthip in Buchanan county; Fayette
county excapt Earlan, Premont, Oran, and Jefferson towaships)
Ninnashieh county) Alamakes county; Clayton county; Delavare
caunty except Adams and Eazel Gresa townships) Dubugue county)
Jonas county except Rome, EHale, Oxford, and the east half of
Greenfield townships; and Jackson county.
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[5) The natural gas coopetitlive service aresa consisting of
Des Moines, Montroas, Keokuk, mand Jackson townships in Lee
county.

{6) The natural gas compatitive secvices area conslsting of
the city of Allerton and the area within two miles of tha city
limite.

(7) The natural gas competitive service area consiating of
all of Iowa not contained in any of the other natural gas
competitive service areaa described in this paragraph.

b. "Township" includes any clty or part of a clty located
within the exterior boundaries of that townshlp.

c. Refarences to city limits contained in thls subsection
mean thoss city limits as they axlsted on Januscy 1, 1959.

20. ‘"Operating proparty' means all property owned by or
leased to an slectric company, electric cooperativae, municlpal
utllity, or natural gas company, not otherwise taxsd
separately, whioh is necessary to and without which ths
company could not perfocm the activitles of an elactric
company, alectzic cooperativa, municipal utility, or natural
gas company.

21. "pPole miles® means miles neasured along the line of
poles, structures, oz towets carcying electric conductors
regardless of the number of conductors or clrculls carcled,
and miles of condult bank, regardless of number of conduits or
ducte, of all sizes and types, !ncluding manholes and
handholes. “Condult bank" means a length of one or more
onderground condults or ducts, whather or not enclosed in
conccete, designed to contain undecground cables, including a
gallery or cable tunnel for powar cablas.

22. ‘“"Purchasing member" means a municipal utility which
pucchases electricity from a 'municipal electzic cooparativa
assoclation of which it la a member.

23. "Replacement tax" means the exclse tax Inposed on the
generation, transmlession, dellvery, consumption, or use of
electricity or natural gas under sections 437A.4, 437A.5,
437A.6, or 437A.7.

’
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24, ‘"Self-generator®™ means a person, other than an
elactzic company, natural gas company, electric cooperativa,
or municipal utility, who generates, by means of an cn-site
facllity wholly owned by or leasad in {ts entirety to such
person, electricity solely for lts own consunption, excapt for
{nadvertent unecheduled deliveries to tha electric utllity
furnishing electrlc service to that self-generator. A person
wha generates aelectricity which ls consumed by any other
person, including any ovnerx, shareholder, member, benaflclary,
partner, or assoclate of the person who gesnerates alectriclty,
is not a self-generator. Por purposes of thls subsection,
‘on-site facility" means an electric power generating plant
that is wholly owned by or leased in its entirety to a person
and used to genecate alectricity molely for conaumption by
such person on the same parcel of land on which such plant is
located or on a contiguous paccel of land. For purposas of
this subsection, "parcel of land" includes each separate
parcel of land shown on the tax liat.

25. '"sStatewidea amount” means the acquisitlon cost of any
major addition which is not a local amount.

26. “"Taxpayer” means an electric company, natural gas
company, electrlc cooperatlve, municipal utility, or other
pezson subject to the replacement tax Imposed under maction
QI7A.4, 4I7A.5, 437A.6, or 437A.7.

27. "Tax year" means a calendar yeac beginnlng January !
and ending December 31.

20, “Transfer replacement tax" means the tax imposed in a
competitive service area of a munlclipal utillty which replaces
transfers made by the municlpal utility in accordance with
sactlon 384.89.

29, “Yransmission 1ine" means a line, wire, or cable which
is capable of operating at an electrlc voltage of at least
thirty-four and one-half kilovolts.

30. "utillties board" means the utllitles board created in
sectlon 474.1.
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BUBCHAFTER 2
GENBRATION, TRANSMISSION, AND DELIVERY TAXES

Sec. 5. NEW GECTION. 437A.4 REPLACEMERT TAX IMPOSED ON
DELIVERY OF BLECTRICITY.

1. A replacement dellvery tax ls imposed on evary parson
who nakes a delivery of elmctciolty to a consumar within thia
state. The replacemsnt delivery tax Ilmposed by this ssction
is aqual to tha sum of the followlng:

a. The numbe:r of kilowatt-hours of electriclty delivared
to consumers by the taxpayer within sach electric competitive
secvice area during the tax year multiplied by the electric
zeplacement delivery tax rate in effact for each such electric
competitive service area.

b. Where applicable, and in addition to the tax imposed by
paragraph "a', the numbezr of kilowatt-hours of electrlicity
delivered to consumezs by the taxpayer wlthin esch slectric
competitive service area during the tax year multiplled by the
electric tzanefar replacement tax rate for each such electric
competitive service area.

3. If electclcity ls consumed in this state, whether such
elactriclty lm purchased, transferred, oz salf-ganerated, and
the delivery, purchass, tranafecance, or self-ganeration of
such slectcicity ls not subject to the tax Imposed undec
aubsection 1, a tax is impcaed on the consumer akt the rates
prascrlbed under subsection 1,

3. IElectrlo replacement delivery tax rates ahall be
caloulated by the dizector for each mleotric competltive
sexvice area as follows:

a., The director shall determins ths average centrally
assessed property tax liability allocated to electric service
of each taxpayer, other than a muniolpal utillty, prilnclpally
secving an alectrlc competltive service area aod of sach
gensration and transnission electric cooparative for tha
asseeament years 1993 through 1997 based on property tax
paynents made. In the cass of a municlpal utility, the
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average centrally assessed property tax llability allocated to
eleckrloc service is tha centrally asseassd property tax
llabllity of such municlpal utility allocated to electric
service for the 1997 assessmant year based on property tax
paymants mada.

b. The director shall determine, for each taxpayer, the
numbar of kllowatt—hours of slectriclty generated which would
have besn subject to taxatlion under mectlon 437A.6, the number
of pole miles which would have been subject to taxatlon under
seotion 437A.7, and the numbar of kilowatt-houra of
elactricity delivered to consumers which would have been
subject to taxatlon uoder thim saction in calendar year 1998,
had such sections bean In effect for calendar year 1598.

0. The director shall determlne the electric generation,
tcanamisalon, and delivery tax components of the average
cantrally assessed property tax liability determined In
paragzaph “a" for each electric competitive service area as
followa:

(1) The electrlio generation tax component for an electric
competitive servios area shall ba computed by multiplying the
tax rats set forth in sectlon 437A.6 by the number of
kllowatt-hours of electrlcity generated by the taxpayer
princlpally serving such slect:zic competitive service area

which would have bean subject to taxatlon under ssction 437A.6

in calendar year 1998, had that sectlon besn in effect Ffor
calendar year 1958.

(2) The electric transalesion tax component for an
electric compstitive mervice area shall be computed by
multiplying the tax rates set forth In section 437A.7 by the
number of pole mlles for each line voltage ownad ar leased dy
tha taxpayer principally me:ving such electric competitive
sarvice ares which would have been subject to taxation under
section 437A.7 on December 31, 1998, had that mection beaen in
effect for calendar year 1958.
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(3) The slactric dollv.ri tax companent for an electric
competitive service area shall be the average centrally
assessed proparty tax liabllity allocated to elactrlic service
of ths taxzpayar principally secving such electrlc competitive
service area leds the electzic genaration and transmlssion tax
companents computed for such slectrlo compektitive service
area.

(4r Tha electric delivery tax component for each electric
compatltive service area shall be adjusted, as nacessary, to
assign the excess property tax liabillty of each genaration
and transmlaslion electrlc cooparative to the elect:ric
competitiva mervice areas princlpally served on January 1,
1939, by itm distribution electric cooparative members and by
those municipal utilities which were purchasing members of a
municipal electric cooperatlve mssoclation that is a member of
the genezation and tranamission electric cooperative. 8uch
assignment of excess property tax liability of each such
genaratlon and tranamission electrlic coocperativa shall ba made
in proportion to the sppropzlate wholesals rate charges in
calendar year 1994 to its dlstzibutlon electric cooperative
membars and municipal electric cooparative sssoclatlon members
which purchased elactzlicity from the genecatlon and
tranamisslon electric cooperative, Any amount assignable to a
municipal electric cooparative association shall be creamsigned
to ths electrlc competltlive service arsas secrved by much
association's purchasing municipal utllity members and shall
be allocated among them in proportion to the approprimte
wholeanle rate charges In calendar year 1998 by such municipal
elactric cooperative assocliation to its purchaslng municipal
utillty membersm. For purposes of this subsectlon, "excass
property tax liabllity" means the amount by which the average
centrally assessed property tax liabllity for the sssessment
years 1993 through 1997 of a generation and transmisslon
elactric cooperative exceeds the tentative genezatlon and
transnission taxes which would have been imposed on such
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generation and tranamiaslon electric cooperative under
sectlions 437A.6 and 437A.7 For calendar year 1998, had such
taxes been in effect for calendar year 1998, An eleactric
cooperative described in section 437A.7, subsection 2,
paragraph "c', ia deemed not to have any excess property tax
Liabllity.

d. The director shall determine an electric dellvery tax
rata for rach electric competitive service area by dividing
the electric delivery tax component for the electric
competitive service area, as adjusted by paragraph “c",
subparagzaph [4), by the number of kllowatt-houra delivered by
the taxpayer principally serving the electric competitive
service area to consumers in calendar year 15998, which would
have bsen subject to taxation under this saction if this
section had been in effect for calendar year 1935a.

4. Municlipal electric transfer replacement tax rates shall
be calculated annually by the city counclil of sach oity
located within an electric competitive sexvice area served by
a nuniclpal utillty as of January 1, 1939, by dividing the
average annual dollar smount of electrlc related tranaters
madm pursuant to sectlon 3J84.89 by the municipal utllity
serving the sleckriec competitive service area, other than
those transfears declared exempt from the transfer replacament
tax by the clty council, plus the municipal transfer
replacement tax received by the municipality, 1E any, during
the five immediately praceding calendar years by the number of
kilowatt—-hours aof slectriclty delivered to consumers in tha

‘mlectric competitive service ares during the immedlately

preceding calenda:x year which vere subject to taxation under
this mectlon or which would have besn subject to taxatlon
under this section had it been In effect for such calendar
ysar. The clty councll on its own motion, or in the case of a
municipal utllity governed by a board of trustees under
chapter 388 upon a resolutlion of the board of trusteas
requesting such action, may declate any transfer or part of
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such tranafer to be exempt from the kransfer replacement tax
under this sectlon. Such rates shall be calculated and
reported to the director on or before August 31 of each tax
year.

5. A nunicipal utillity taxpayer Is entitled to a credit
agajost the municipal electrlc transfer rmplacement tax equal
to tha average amount of electric-related transfezs made by
such ounicipal utility taxpayer under section 384.89, othe:r
than those transfers declared exempt from tranafer replacemant
tax by the oity council, during the preceding flve calendar
years.

6. Tha following are not subject to the replacement
delivery tax imposed by subsectiona 1 and 2

a. Delivery of electriclty generated by a low capacity
fector electzic power generating plant.

b. Dellvery of eleotzicity to & city from such clty's
nunloipal utlility, provided such electrioity ls used by the
city for the public purposes of the oity.

¢. Eleotrlcity consumed by a state university oc
university of science and techaology, providaed such
electricity vas generated by property described in mection
427.1, subsection 1.

d. Rlectricity gensrated and consumed by a sell-generator.

7. Notwithstanding subsectlon 1, the electric delivery tax
rate applied to kilowatt-hours of slectriclty delivered by a
tazpayer to utility propezty and facllities which are placed
io sarvice on or after January 1, 1599, and are ownad by or
leasad to and inltially servad by such taxpayer shall be the
alectric delivery tax rate in effect foc the elaatria
competitive service acea principally served by auch utility
propezty and facllltiem sven though such utillty property and
facilitles may be physically located In another slectric
conpatitive service area.

8. 1f for any tax year after calendar year 1998, the total
taxable kilowatt-hours of electzicity reguired to bs reported
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by taxpayers pursuant to asectlon 437A.8, subssction 1,
paragraphs "a* and “b*, with respect to any electric
competitlve mervice area, increases or dacresses by moza than
the threshold percentage from the average of the base year
amounts for that electrlo competitive sarvice area durlng the
{rmedlately preceding flve calendar yeara, the tax rate
lmposed under subsection 1, paragraph “a", and subsection 2,
tor that taz yeac shall bs recalculated by the director for
that electric competitive mervice arca 8o that the total of
the replacement slectric dellvery taxes required to be
repocted pursuant to mection 437A.8, subsection 1, paragraph
“e", for that electrlc competitive mervice area with respect
to the tax imposed under subsection 1, paragraph “a", and
subsection 2, shall be as follows:

2. If tha number of kllowatt-hours of elactricity required
to be reported increased by more than the threshold
percentage, one hundced two percent of such taxes raquired to
be reported by taxpayers for that electric competitive mervice
acea for the immediately preceding tax year.,

b. If the number of kilowatt-hours of eslectricity zequired
to be reportead deccreased by wore than the threshold
peccentage, ninety-eight percent of such taxes requiced to be
reported by taxpayers for that slectcic competitive sarvice
aren for the immedistely preceding tax year.

For purposes of paragraphs “a" and "b", Ln computing thes
tax cate unde:x subsection 1, paragraph "a", and subsection 2,
for tax year 1999, the director shall use the electric
delivery tax component computed far the electric competitive
sexvice area pursuant to subsectlion 3, paragraph "g%, in lieu
of the taxes required to be reported for that mlectric
compatitive sarvice area for the immediately preceding tax
yeac.

The threahold percentage shall be detezmined annually and
shall be sight parcent for any elactric compatitive service
atea ln which tha average of the base year amounts for the
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preceding Elve calendar years does not exceed three billion
kllowvatt-hours, and ten percent for all other electric
competitive servioe areas.

Any such recslculatiosfof an elactric dellvery tax rate, if
required, shall be made and the new zate shall be published in
the lowa adminlstrative bulletin by the director by no later
than May 31 Following the tax year. The director shall adjust
the tentatlve replacemant tax lmposed by subsection 1,
paragraph “a", and subsection 2 requirad to be shown on any
affectad taxpayer's return pursuant to section 437A.8,
subsectlion 1, paragraph "e", to reflect tha adjusted delivery
tax rate for the tax year, and report such adjustment to the
affected taapayer on or before June 30 following the tax year.
The new eleoctrlc delivery tax rate shall apply proapectivaly,
unti! such time as further adjustment ls required.

For purposss of this section, "base year amount" means for
calendar years prlor to tax year 1999, the sum of the
kilowatt~-hours of electricity dalivered to consuners within an
electric competitive service area by the taxpayer prlnocipally
serving such slectric competitive service area which would
have been mubjeot to taxation under this section had this
section bsen in effect for those years; and for tax years
after calendar year 1998, the taxable kilowatt-hours of
electriclty requirad to bs reported by taxpayezs pursuant to
section 437A.8, subsection ), paragraphs "a” and *b", with
respact to any elact:ic competitive service area.

9. a. After calendar year 1998, if a municipal slectric
cooperative associstion ceasas to purchasa elmctriclty from
the genazstion and transmlesion eleotcic cooperative Erom
which 1t purchased electrlcity In 1998, and for a period of
one hundred eighty days after such purchasas cease, no
sunlcipal utility member of such mssoclation purchases
ealectrlolty from such generation and transmission electric
cooperative, the excess property tax llability assigned
pursuant to subsection 3, paragraph "c", subparagraph (4), to
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the slectric competitive service arecas princlpally served by
the municipal utility members on Januacty 1, 1999, shall be
removed from the electric delivery tax componant of those
eleckric competitive service areas and the electric delivery
tax rate for those elactric compstitive service areas shall be
recalculated to reflect that changas.

b. After calendar year 13938, 1f a munlcipal utility ceases
to be a purchasing membe of a munloipsl electric cooperative
associatlon which purchased electricity in calendar year 1998
from a generation and transmission electric cooperative, and
for a perlod of one hundred eighty days after the munlcipal
utility ceases to be a purchasing member of such assoclatlon
such municipal utility does not purchase electtliclty from such
generation and tranamission eleotric cooperative, the excess
propecty tax llabllity assligned pursuant to subsection 3,
paragraph "c", subparagraph (4), to the electric competitive
service area princlipally served by the muniocipal utllity on
January 1, 1999, shall be removed from the slectric delivecry
tax component of thosa electric competitive aservice areas and
the electric delivery tax rate for those electrlc compatitive
service areas shall be recalculated to raflect that change.

¢, 1F a cacalculation has previously been made by the
director pursuant to subseation 8 for an slectric competitive
service area descrlbed In thie subsection, the recalculation
requlred by this subsection shall be made by the director by
modifying the most recent recaloulation undar subsection 8 to
eliminate the sxcesa property tax llability originally
allocated to such alectric coopetitive secvice area under
subsection 3, paragraph "c', subparageaph (4).

d. Any recalculation required by this subsection shall be
made and the new rate shall be publlished in the Iowa
administrative bulletin by the director by May 31 of the
calendar ysar durilng which the events described in paragraphs
*a® and "b” are reported am provlded ln sectlion 437A.8,
subsection 1, paragraph “£". Tha new electric delivery tax
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rate shall be effective January 1 of the tax year In: which It
is publiahed and shall apply prospectively, until such time as
Eurther adjustment is zequired.

10. The slectzic delivery tax rate In effect for each
electzlo competitive service area shall be published by the
dlrector in the Iowa administratlive bulletin on or before
November 30, 1999, and annually after that date, during thes
laat quarter of the tax year.

Sac. 6. NEW SECTION. 437A.5 REPLACENENT TAX INPOSED ON
DELIVERY OF NATURAL GAS.

1. A raplacament delivery tax ls imposed on every person
who makes a delivery of natural gas to s conmumer within this
state, The vreplacement dellvery tax imposed by thls section
shall be equal to the sum of the following:

a. The number of thexmsa of natural gas delivered to
conaumets by the taxpayer within each natural gas competitive
secvice area during the tax year multiplled by the natural gas
delivery tax rate in effect for each such natural gas
conpstitive mervice area.

b. %here applicable, and In addition to the tax lnposed by
parageaph "a¥, the number of therms of natural gas delivered
to consumera by the taxpayer within each natural gas
competitiva service srea during the ktax year multiplied by the
municipal natural gas tranmfer replacement tax rate for each
such natural gas compstitive service area.

2, If natural gas la consumed in this state, vhethsr such
natuzal gas is purchased or tcansferred, and the dellvery,
purchase, or tranaference of such natucal gas is not subjeat
to the tax imposed under subsection 1, a tax is imposed on ths
consunar at the rates prascribed under subsectlion 1.

3, MNatural gas dellvery tax rates shall be cslculated by
the dlrector for each natural gaa competlitive service area as
tollows:

a. The director shall determlne the average csantrally
assessed property tax llability allocated to natural gas
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service of each taxpayer, other than a municipal utllity,
principally serving a natural gas competitive service area for
the assassment years 1993 through 1957 based on property tax
paynents made. In the case of a municipal utllity, tha
averages centrally assessed property tax liability allocated to
natural gas service is the centrally assessed property tax
liability of such municipal utllity allocated to natural gas
service for the 1997 sasessment ysar based on property tax
paynents made. Por purposea of this subsection, taxpayer does
not Include a pipeline company defined in secktlon 479A.2.

b. The director shall determine for each taxpayer the
number of therms of natural gas delivered to conaumera which
would have been subject to taxation under thle section la
calendar year 1598 had this section been in effect for
calendar yaar 1998.

¢. The dicector shall determine a natural gas delivery tax
rate for each natural gas compstitive secvice area by dividing
the average centrally assessed property tax liability
allocated to natural gas service of the taxpayer principally
serving the natural gas compatitive service area by the number
of therma of natural gas delivered by such taxpayer to
consumers in calendar year 1958 which would have been subject
to taxation under this section had auch section baen In effect
for calendar year 1998.

4. Honlcipsl natural gas transfer replacement tax rates
sball be calculated annually by the city council of each city
located within a natural gas compatitive sarvice area setved
by a municipal utility as of Januvacy 1, 1999, by dividing the
avecage annual dollar amount of natucal gas related transfers
made pursuant to mection 384.89 by the municipal utllity
sacving the natural gas competitive mervice aresa, other than
those transfecs declaszed exenpt from the transfec replacement
tax by the city council, plum the mualeipal tzanster
ceplacement tax received by the municlpality, if any, during
tha five immediately preceding calendar years, by the number
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of therms of natural ges deilvered to consumers in the natural
gae competitive service mrea duzing the lmmedistely preceding
calendar year which were subject to taxation under this
section or which would have baen subject to taxation under
this sectlon hed it been Ln sffect for such calendar year.
The city councll on lts own motion, or In the case of a
munlcipal utillity governed by a board of trustees under
chapter 188 upon a resolution of the board of trustees
requesting such actlan, may declare any transfer or part of
such transfer to be exempt Erom tha transafar replacement tax
undexr this mection. Such rates shall bs calculated and
reported to the director on or before August 31 of each tax
yeac.,

5. A municipal utility taxpayer is aentitled to a credlt
against the wunlcipal natural gas transfer replacement tax
equal to the average amount of natural gas related transfars
made by such municipal utility taxpayer under section 384.89,
other than those transfers declared exempt from transfer
replacement tax by the city counall, durlng tha preceding Eive
calenda:r years.

§. Notwithstanding subsectlon 1, the natural gas delivery
tax rate applied to therms of natural gas dellvered by a
taxpayer to utility property and facilitles which ace placed
in service on or after January 1, 1999, and which are owned by
ocr leaned to and initially served by auch taszpayer shall be
the natuzsl gas dellvery tax rate in effect for the natucal
gas competltive secrvice area principally served by such
utility proparty and faclilities even though such utility
property and faclllties may be phyaically located in another
natural gas competitive sexvice aresn.

7. Delivery of natural gas to a city from such clty's
zunlcipal utillty is not subject to the zeplacsment dellivery
tax lmposed under subsection 1, paragraph "a", and subsectlon
2, provided such natural gas is used by the clty for the
public purposes of the city.
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Bectlon 437A.5, subsection 2, does not apply to natural gas
cansuned by a person, other than an electrlc campany, natural
gas company, slectric cooperatlve, or munleoipal utlllty,
scquired by means of facllities owned by or leamed to such
pecson on January 1, 1999, which were physically attached to
pipellnes that are not permittad pursuant to chapter 479 and
used by such person for the purpose of bypassing the local
natural gas company or municipal utlllty.

8. 1If, for any tax year after calendar year 1998, the
total taszable therms of natural gas requlced to be reported by
taxpayers pursuant to section 437A.8, subsection 1, paragraphs
"a" and "b", with respect to any natural gas competitive
service arsa increases or decreases by more than the threshold
percentage from the average of the base year amounts for that
natural gas competiktive service area during the iomediately
preceding five calendar years, the tax rate lmposed under
subsection 1, paragraph "a", and subsectlon 2 Zor that tax
year eshall be recalculated by the director for that natural
gas conpetitive sarvice area so that the total of the
teplacement natural gas delivery taxes required to bs reportad
pursuant to section 4J7A.8, subsection 1, paragraph "e", tor
that natural gas competitive service area with respect to the
tax impossd under subaectlon 1, paragraph "a", and subsection
2 shall be as follows:

a. If the numbesr of therms of natural gas required to be
reported increased by more than the threshold percentage, one
hundred two percent of such taxes required to be reported by
taxpayers for that naturzal gas competitive service area for
the immediately precedlng tax year.

b. If the number of therms of natural gas requizad to be
reported dacreasad by more than the threshold psrcentagas,
ninety-eight percent of such taxes regqulred to be reported by
taxpayers for that natural gas competitive smarvice area for
the iomediately preceding tax yesr.
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c. Por purposes of paragraphs "a' and "b*, ln computing
the tax rate under subsection 1, paragraph "a", and subsection
2 for calendar year 1953, the dizactor shall uss the average
centrally assessed property tax 1lability allacated to natural
gas service computed for the natural gas competltive service
area pursuant to subsection 3, paragraph "a", in lleu of the
taxes required to be reported for that natural gas competitive
service area for the Immediately preceding tax year.

The threshold percentage shall be determined annuamlly and
shall be eight parcent for any natural gas competitlve service
area in which tha average of the base year amounta for the
precading five calendar years doas not excaasd two hundred
Ei€ty million therns, and ten percent for all other natural
gas competitive service areas.

Recalculation of a natural gas delivery tax rate, if
zaquired, shall be made and the naw rate published In the Jowa
administzative bulletin by the directar by no later than MNay
31 followlng the tax year. The director shall adjust the
tentatlve replacement tax imposed by subsection 1, paragraph
"a", and subsactlion 2 required to be shown on any atfected
taxpayer's ceturn pursuant to section 437A.H, subsaction 1,
paragcaph "e", to reflect the adjusted delivery tax rate for
the tax year, and zeport such adjustment to the affected
taxpayer on or bafore June 30 following the tazx year. The new
natural gas delivary tax rate shall apply prospectively, unktll
such time as further adjustment is requiced,

Por purpasas of this subsectlon, "base year amount® mesans
for calendar ysars prior to taz yeat 1999, the sum of the
therms of natural gas delivered to conmsumers within a natural
gam conmpetitlva mervice area by the taxpayer princlpally
serving such natural gas coumpstltive service area which would’
have been subject to taxation under this sectlon had this
section been in eflect for those yemzs) and for tax years
after calendar year 1998, the taxable therms of natucal gas
requicred to be repocrted by taxpayers pursuant to seotion
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437A.8, subsection ), paragraphs “"a* and "b", with respect to
any natural gas competitive service area.

9. The natural gam delivery tax cate in effect for esach
natural gas competitive service area shall be published by the
dicector In the Iowa adninistratlive bulletin on or befora
Novenber 30, 1999, and annually after that date, during the
last quarter of the tax year.

Bec. 7. NEH SECTION. 437A.6 REPLACEMERT TAX TMPOSED ON
BELECTRIC GENERATION.

1. A replacenent generation tax of six hundredtha of a
cent par kllowatt-hour of electrlolty ganerated within this
state during the tax year ls imposed on every person
genarating elegctricity, except electricity generated by the
followlng: ’

a. A low capaocity factor electrlic power generating plant.

b. Facllitles owned by or leased to a municipal utility
vhen devoted to public use and not held for pecuniary profit,
except facllitles of a sunlcipally owned electrlc utllity held
under joint ownership or lease and facilities of an eleact:ic
power facility flnanced under chapter 28F.

©. Nind energy conversion property subject to section
4278.26.

d. MKethane gas convarslon property subject }o section
427.1, subsection 29,

e. Pacilities owned by or leased to a state university or
univarsity of science and technolaogy, to the extant
alectriclty generated by such facilities is consumed
esclualvely by such state university or univezsity of aclence
and technology.

€. On-site facillties wholly owned by or leased in thelr
entlrety to a self-gensrator.,

2. For purposes of this section, if a generation facility
is jointly ownad o: lsasad, the taxpayer shall compute the
nunber of kilowatt-hours of slectriclty subject to the
replaceament generation tax by multiplying the taxpayer‘s
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parcentage Anterest in the jolntly held generation facility by
the number of kilowatt-hours of electrlcity ganerated,

Bec. 8. NEW SECTION. 437A,7 REPLACENENT TAX INPOSED ON
BLECTRIC TRANSNIBSION.

L. A replacement transaisslon tax ls imposed on every
parson owning or leasing tcanamission lines within this state
and shall be egual to the sum of all of the following:

a, Flve hundred Eifty dollars per pole mlile of
teanamission line owned or leased by the taxpayer not
excesding one hundred kilovolts.

b. Thrae thousand dollars per pole mile of transmission
line owned or leassed by the taxpayer greater than one hundred
kilovolts but not mxceeding one hundred £ifty kllovolts,

c. Bevan hundred dollars per pole mile of tranamission
lina owned or leased by the taxpayer greater than one hundred
Fifty kilovolts but not exceeding three hundred kllovolts,

d. Seven thousand dollars per pole mlile of tranamisalon
l1ine onned or leased by the taxpayer greater than three
hundred kilovolts.

The replacement transmisslion tax shall be calculated on the
basls of pole mlles of transmlssion line owned or leased by
the taxpayer on the last day of the tax year.

2, The following shall not be subject to the replacement
transoission tax:

. Aa. Trananissiaon llnes ocwnad by ocr leased to a municipal
utillty when devoted to publlic use and not for pecunlary
proflt, eacept transmlasion lines of a municipally owned
elactrlc utlllty held under joint ownership and transmismion
1ines of an electrlo power facility Eiranced undar chapter
20r.

b, Transmission lines owned by or leased to a lessor when
the lessee or sublesses of such tranamission lines Ls subject
to tha replacement transmisslon tax,

c. Any electric coopecative which owns, leases, or owns
and leases Iln total more than fLfty pole mliles and lass than
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seven hundred Eifty pole miles of transmission lines in this
state. Chapter 437 ahall apply to auch electrlc cooperatives.

d. Tranamlasion lines ownsd by or leased to a state
unlversity or univeraity of acience and technology, provided
such transmission lines are used exclusively for the
transmission of electriclty consumed by such state univeralty
or university of sclence and technology.

e. Tranamisslon lines ovwned by or leased to a person,
other than a public utlillty, for which a franchise ls not
required under chapter 474,

3. For purposes of this aectlon, if a transmimslon line is
jointly owned or leasad, the taxpayer shall compute the number
of pole miles subject to the replacement tcansmisaion tax by
multlplying the taxpayer's percentage interest In the jointly
held tranamisalon lines by the number of pole mites of such
llines.

fiec. 9. NEW BECTION. 437A.8 REBTURN ARD PAYMENT
REQUIRSMENTS ~- RATE ADJUSTMENTS.

1. Rach taxpayer, on or before February 28 following a tax
yeatr, shal)l file with the director a return including, but not
limlted to, the following information:

a. The total taxable kllowatt-hours of electrziclty
dellvared by the taxpayer to consumers within each elactric
competitive service arma during the tax year, and the total
taxable therms of natural gas delivered by the taxpayer to
consumers within each natural gas competitive service area
during the tax year.

b. The total kilowatt-hours of electriclity consumed by the
tazpayer within each electric compstitive service area during
the tax year subject to tax under section 437A.4, subsectlon
2, and the total therms of natural gas consumed by the
taxpayer wlthin each natural gas compatlitive service area
during the tax year subject to tax under section 4374.5,
subsection 1,
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¢. The total tazable kilowatt-hours of alectrlcity
genexated by the taxpayer in Iowa during the tax year,

d. The total taxable pole miles of electric transmlssion
llnes in Iowa, by kilovolt, owned or lsased by the taxpayer on
the last day of the tax year.

e. The tentative replacement taxes imposed by section
437A.4, aubsection 1, paragraph "a', sactlan 437A.4,
subaectlon 2, mectlon 417A.5, subsection 1, paragraph "a',
aection 437A.5, subsactlon 2, and sectlons 437A.6 and 437A.7,
due for the taz year.

€. Por purposes of a municlpal utility which is a member
of a municlpal electric cooperative association, the
occurrance on or before Beptember 1 of the preceding calendar
year of an event desorlbed in section 437A.4, subsectlion 9,
paragraph “a" or "b", and the date on which the one-hundred-
eighty-day requirement under such paragraph was met.

2. Each taxpayer subject to a municipal Ltransfer
replacement tax, on or befors February 28 following a tax
year, shall flle with the chief flnancial officer of each city
located within an electrlo or natural gas conpetitive service
area served by a municlpal utility as of Januazy 1, 1599, a
return Ilncluding, but not limited to, the following
Intoximations

a. Tha total taxzable kilowatt-hours of eleckricity
delivered by the tazpayer within cach electric compatitive
service area described in section €37A.4, subsaction ¢, durlng
the tax year and the total taxable therms of natutal gas
dallveced by the taxpayar within each natural gas competitlive
saxvica area described in mectlon 437A.5, subseotion 4, ducing
the tax year.

b. ¥or a munlcipal utility taxpayec, the total transters
made by the taspayer under saction 384.89 within each
conpatitive secvice area durlng the preceding calendar year,
allocated batwsen electric-related transfers and natural gas-
related tranufers and total oredits demcribed ln mectlons
437A.4, subsectlon 5, and 437A.5, mubsection 5.
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€. Thas tranafaer replacement tazes imposad by sectiona
417A.4, subsection 1, paragraph "b%, and €37A.5, subsection 1,
paragraph “b", due for the tax year.

3. A return shall be signed by an officer, or other person
duly authorised by the taxpayer, and must bas certlfled as
correct and ln accordance with Eorms snd rules prescribed by
the director in the case of a return filad pursuant to
subsection 1, and in accordance with forms and rules
prescribed by the chief flnancial officer of the city in the
case of a return flled pursuant ko subsection 2,

4. At the time of Plling the return reguired by subsection
1 with the director, the taxpayer shall calculate the
tentative replacement tax duae for the tax year. The dlrector
shall compute any adjustments to the teplacement tax required
by subsectloa 7 and by section 437A.4, subsectlion 8, and
section 437A.5, subsection 8, and notify the taxpayer of any
soch adjustments in accordance with the reguiremants of such
provliaions., The director and the department of managemant
shall computs the allocation of replacemant taxes among local
taxing dlatricts aad report such allocations to county
treasurers pursuant to section 437A.15. Based on such
alloratlona, the treasurer of each county shall notify each
taxpayer on or bafore Auguat 11 folloving a tax year of icm
raplacement tax obligation to tha county treasurer. On or
before September 30, 2000, and on or befors Beptember 10 of
each subsequent yeac, the taxpayer shall realt to the county
treanuzer of each county to which such replacemant tax is
allocated pursuant to section 437A.15, one-half of the
csplacement tax so allocated, and on ar bafore the succeeding
March 31, tha taxpayer azhall remlt to the county tzeasurers
the remaining replacenent tax so allocated. IE notificatlon
of a taxpayar's raplacenent taz obligation is not mailed by a
county treasurer on or befors August 31 fcllowing a tax ysar,
such taxpayer shall have thirty days from the date the
notification is malled to remit one-half of ths raplacemant
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tax otherwise required by this subsection to be remitted to
such county treasurer on or before SBeptember 30. If a
taxpayer fails to timely ramit replacement taxes am provided
in thls subsection, the county treasurer of each atfectsd
county shall notify the director of such fallure.

5, At the tlme of flling the return required by subsection
2, the taxpayer shall caloulate tha municipal transfer
replacement tax due for the tax year. Munlclpal transfer
replacenant taxes shall be paid to the chief Iinancial officer
of the aity to which the tazes are allocatsd at such time and
place as directad by the city council.

6. Notwithstanding subsections 1 through 5, a taxpayer
shall not ba required to file a return othervlse requlred by
thim sectlon or remit any replacement tax for any tax year in
which the taxpayer's replacement tax llabllity before credits
is three hundrzed dollaurs or less.

7. FPollowing the determination of electric and natural gas
delivery tax rates by the director pursuant to section 437A.4,
subsection 3, and saction 437A,5, subsection 3, if an
adjustment zesulting from a taxpaysr appsal is made to taxes
levied and paid by a taxpayer with respect to any of the
assessmant years 1993 through 1997 used iv detarmlning such
rates, the director shall recalculate the dellvery tax rate
for any atfected electric or natural gas competitlve service
area to reflect the Ilmpact of such adjustment as If such
adjustment had been raflected in the inltial determination of
average centrally assessed property tax liabllity sllocated to
electric or natural gam serzvice pursuant to seatlon 437A.4,
subsection 3, paragraph "a", and section 437A.5, subsection 3,
paragraph "a". Rate recalculations shall be zade and
published in the Iowa administrative bulletlin by the director
on or before March 31 Eollowing the calendar year in which a
final determination of the adjustment is made. Tazpayars
shall report to thea director any increase or decrease ln the
tentative replacement taw required to be shown to be due
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putsuant to subssctlon 1, paragtaph “e", for any tax year with
the ceturn for the year ln which the recalculated tax rates
which gava rise to the adjustment are published in the Iowa
administratlve bulletin. The director and the department of
manageasnt shall redetermina the allocation of replacement
taxes pursuant to section 437R.15 for each affectsd tax year.
If a texpayer has overpald replaceaent taxes, the overpayment
shall be reported by the director to such taxpayer and to the
appropriate county treasurecs and shall be a credit against
the replacement taxes owed by such taxpayer for the year in
which tha recalculated rates which gave rise to the
overpayment ate published in the lowa administcative bulletin.
If a taxpayer has overpaid cantrally assessed property taxes
for assessment years prior to tax year 1599, such overpayment
shall be a credlt against replacement taxea owed by such
taxpayer for the year in which the overpayment ls determined.
Unused credits may be carried forward and used to reduce
future replacement tax llabilities untll exhausted.

Bec. 10. HEW SECTION, 437A.9 PAILURE TO PILE RETURM --
INCORRECT RETURM.

1, As soon ams practicable after a return requlired by
section 437A.8, subsection 1, is flled, and In any esvent
within three years after such return is filed, the dlrector
shall examine the return, determine the tax due i{f the return
is Eound to be incorrect, and give notlce to the taxpaysr of
the determlnation as provided In subsection 2. The perlod for
the examination and datermination of the correct amount of tax
Is unlimited in the case of a false or fraudulent retura made
with the intent to evade any tax or ln the case of a fallure
to £ile & return., The chief financlal officer of a clty shall
have the same authority as is granted to the director under
this section with zespect to a retura filed pursuant to
section 417A.8, subsection 2.

2, I1F a zeturn requlred by section 437.8, subsection 1, is
not filed, oz if such return when Eiled is incorrect or
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Insutficlent and the taxpayer fails to file a correcked or
sufficient return within twenty days after such return la
tequizred by notice from the director, the director shall
determine the amount of tax dus from information as the
director may be abla to obtain and, 1f necessary, may estimate
the tax due on the basis of external indices. The director
shall give notice of the determlnation to the taxpayer liable
for tha tax and to the county tceasurezs to whom the tax is
oved. The determination shall fix the tax unless the taxpayer
against whom it is levied, withlm sixty daya after notice of
the determination, appllies to the director for a hearing. At
the heating evidence may be offered to support the
determination or to prove that it la Incorrect. After the
hearing the director shall give notice of the daciaion to the
person llable for the tax mnd to the counkty treasurers to whom
the tax is owed,

3. The threae-year period of limitation provided in
subsection 1 may be extended by the taxpayer by signing a
waiver agreement form provided by the department. Tha
agreesant shall stipulate the pericd of extension and the tax
period to whioch the extenslon applies. The agraement shall
also provide that a olaim for refund may be Elled by the
taxpayer at any time during the perlod of extenslion.

Bec. 11. NEW SECTION. 437A.10 JUDICIAL RBVIEM.

1. Judiclal review of the actlons of the director may be
scught pursuant to chaptezr 17A, the Iowa adalnistcative
procedure Act.

2, For cause and upon a showing by the director that
collaction of the tax in dlspute is 1n doubt, the couzt may
ordar the petitloner to file with thea clerk of the diskrict
court a bond Eor the use of the appropriate local taxing
districtas, with sureties approved by the clerk of the dlstrlct
couct, in the amount of the tax appealed Irom, conditloned
upon the performance by the petitloner of any ordera of the
ecourt.

Senate Flle 2416, p. 38

3. An appeal may be taken by the taxpayer or the director
tc the suprema court irrespective of the amount Involved.

4. A person aggrieved by a decislon of the chief financlal
officer of a city under this chapter may aeek review by wrlt
of certiorari within thirty days of the decision socught to be
reviewed.

Bec. 12, NEW SECTION. 437A.11 LIBN -- ACTIONS
AUTHORIZED.

Shensver a taxpayar vho is llable to pay a tax imposed by
subchapter 2 refuses or neglects to pay such tax, the amount,
Including any intereskt, penalty, or addition to much tax,
together with the costs that may accrue, shall be a llen In
Favor of the chief financlial officer of the city ar the county
treasurez to which the tax is owed upon all proparty and
rights to property, whethar real or personal, belonglng to the
taxpayear. The lien ahall be prior to and superior over all
subsequent liens upon any personal property within this state,
or right ta such perscnal propsrty, belonglng to tha taxpayer,
without the necesslty of recording the lien, The requirement
for recording, as applled to the tax lmposed by subchapter 2,
shall apply only to a lien upon real property. The llen may
be preserved against subsequent mortgagees, purchasers, or
judgment cceditors, for value and without notice of the llen,
on any real property situated In a county, by the county
treasurer to which replacement tax im owed by fllling with the

recordar of the county in which the real propezty is located a

notice of the lien. For purposes of tbe replacament tax
collected by a city, the llen may be presarved againat
subsequeant mortgagees, purchasers, or judgment crsditors, for
value and witbhout notlce of the lien, on any real property
pituated in the county, by the chial financlal officer of the
city to whioch replacement tax im owed by filing with the

recorder of the county in whlch the real property le located a

notice of the lien,

9ivC 4S
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The county recorder of each county shall prepate and keep
in the recorder's office a book to be known aa the Lndex of
teplacement tax liens, mo ruled as to show in appropriate
columns under the namas Of taxpayers arranged alphabatlically,
all of the Eollowing:

1. The nanma of the taxpayer.

2. The name of the pounty treasurar and county or the name
of the chlef financial officer and city as claimant.

3. Trime the notlce of lien was recsived.

4. Date of notlce.

§. Amount of llen then dua.

6. Date of sssessment,

7. Date when the lien is astistled.

The recorder shall endorse on each notice of llen the day,
hour, and minute when recalved and presarve such notice, and
sball promptly record tha lien in the manner provided for
recocding real eatate mortgages. The llen ls esffectlive from
the time of the Indexing of the lien.

The county treasurar or chlef Fipancial offlcer of the city
shall pay a recording fee as provided in sectlon 331.604, for
the racocrding of the llen, or for itm matlefactlon.

Upon the payment of the replacement tax as to which a
county treasurer ot chief flnancial offlcer of a city has
flled notice with a county recorder, the county treasurer or
chief Financlal officer of the clty shall promptly file with
the recorder a satistaction of the replacement tax. The
racorder shall antez the satisfactlon on the notice on file in
the recordec's office and indicate that fact on ths index.

Bection 445,13 applles with respect to the replacement taxes
and penalties imposed by this chapter, except for the
provisions limiting tha commencement of actions.

Sec. 13, NEM SECTION. 437A.12 BERVICE OF NOTICE.

l. A notice authoriged or required under this chapter may
be gleen by malling the notice to the taxpayer, addressed to
the tszpayer at the addrees given in the last return filed by
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the taxpayer pursuant to this chapter, ocr 1f no return has
besn filed, then to the most recent addresa of the taxpayer
cbtalnable. The malling of the notice is presuaptlive evideocs
of the recelipt of tha notice by the taxpayer to whom the
notice ls addremsed., A perlod of time within which some
action must be taken for which notice ls provlided under this
seatlon commences to run from the date of malling of the
notice,

2, There ia no limitation for the enforcemant of a clvil
remedy pursuant to any proceeding or actlon taken to levy,
appzaise, assess, determlne, or enforcea the collectlon of any
tax or penalty due under thls chapter.

Sec. 14. NEW SECTION. 4)7A.1) PENALTIES -- OFFENSES --
LIMITATION,

1. A taxpayer is subject to the penalty provisions In
section 421,27 with respect to any replacement tax due under
thls chapter. A taxpayer shall also pay Ilnterest on the
delinguent rzeplacement tax at the rate in effect under sectlon
421.7 tor each month computed from the date the payment was
due, countlng esch fraction of a month as an entire month.
The penalty and interest shall be paid to the county
treasurer, or in tha case of penalty and intereat assoclated
with a municipal transfer replacement tax to the city
Einancial offlcer, and shall be disposed of in the same manner
as other receipts under this chapter. Unpald penalties and
Interest may be enforced in the same manner as provided for
unpald replacement tax under thits chapter.

2. A taxpayer, or offlcer, member, or employee of the
taxpayer, who willfully attempts to evade the replacement tax
imposed or the payment of tha replacement tax is gullty of a
class "D" Celony.

3. The lsauance of a certlficate by the director or a
county treasurer stating that a zeplacement tax has not been
pald, that a retuzn has not been flled, or that Imnformation
has not been supplied pursuant to this chapter im prima facie
evidence of such fallure.
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ssrvice area shall not be divulged to any person or antity,
other than the taxpayer, the department, or the internal
revanua service for use in » matter unrelated to tax
administzatlon.

This prohibitlion precludes persons or entities other than
the taxpayer, the department, or the internal revenua service
from obtaining auch Information from the department. A
subpoana, order, or process which requices the department to
prodoce such information to a peraon or entity, othec than the
tazpayer, the depactment, or internal revenue service, for use
in a nontax proceeding is void,

4. Notwlthstanding subsections 2 and 3, the chief
€inancial officer of any local taxing district and any
designes of such officer shall have access to any computations
made by the director pursuant to the provisions of this
chapter, and any tax return or other informatlon used by ths
director in making such computations, which affect the
replacement tax owed by any such taxpayer.

Notwithstanding this section, providing information
relating to the kilowatt-hours of electrciclty or therms of
natural gas dellvered by a taxpayer !n a competitlve service
ares to the task force established in section 437A.15,
subsection 7, or to the study comnittee eatablished in smection
476.6, aubsection 23, is not m violation of thls sectlon.

5. Llocal taxing district employses are dasmed to be
officers and enmployees of tha state for purposes of pubsectlon
2,

6. Claims for refund or credit of munlcipal transfer
replacenmant tax shall be filed with the appropriate city'a
chief financial officer. Subsectlon 1 applies wlth respect to
the transfer ceplacement tax-and the clty's chlef Cinancial
officer shall have the same authority as is granted to the
director under thism section with respect to a return filed
pursuant to ssotion 437A.8, subsection 2.
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7. Clalme for zefund or credit of special utility property
tax levies shall be flled with the appropriate county
treasurer, Subsecticn 1 appllies with respeckt to the special
utility property tax levy and the county treasurer shall have
the same suthority as ls granted to the directo:r under thls
sectlon,

Bec, 16, NEW BRCTION. 437A.15 ALLOCATION OF REVENUE,

1. The director and tha department of management shall
compute the allocation of all replacement tar revenues other
than transfer replacement tax revenues among the local taxing
districts {n accordance with thls section and shall report
such allocatlon by local taxlng districtas to tha ocounty
treasurers on or before August 1S5 following a tax year.

2. The director shall determine and report to the
departmant of management the total replacement taxes to be
collacted from each tazpayer for the tax year on or beforze
July 30 following such tax year.

3. All zeplacement taxes owed by a taxpayer shall be
allocated among the local taxing districts In which such
taxpayer's property is located in accordance with a general
allocation formula determined by the department of management
on the basla of general property tax equivalents. General
property tax equivalents shall be determined by applying the
levy rates reportad by each local taxing district to the
department of management on or before Juna 30 following a tax
year to the asaessed value of taxpayer prope:ty allocated to
each such local taxing dlstzict as adjusted and reported to
the department of management in such tax yea: by the director
purauant to section 437A.1%, subsection 2. The general
allocatlon formula Ffor & tax year shall allocats to each local
taxlng district that portion of the replacement taxes owed by
each taxpayer which beara the same ratio as such taxpayer's
general property tax sguivalents for each local taxing
dlstrict beacs to such tazpayer’s total general propecty tax
squivalents for all local taxing districts Ln Iowa.
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4. A taxpayer, or afficer, member, or employee of the
taxpayer, required to pay a replacement tax, or required to
make, sign, or film an annual return or supplemental return,
who wilifully makea a false or fraudulent annual zeturn, or
who willfully faile to pay at least ninety percent of the
replacement tax or willfully fails to make, aign, or flle the
annual veturn, as required, is guilty of a fraudulent
practice.

5. For purpomes of determining the place of trlal for a
viclation of this section, the situs of an offense Is ln the
county of the realdence of the taxpayer, officer, member, or
employee of the taxpayer charged with tha offense, unless the
taxpayer, afficer, member, or employee of tha taxpayer is a
nonrenident of this state or the residence cannot be
established, in which event the situs of tha offense is in
Polk county.

6. Promecutlon for an offense apecifled in this mection
shall be commenced within six years after. the commission of
the offensa.

Bec, 15. NEW SECTION, ¢37A,14 CORRECTION OF BRRORS --
REPUNDS OR CREDITS OF REPLACEMENT TAX PAID -~ INFORMATION
CONFIDENTIAL -- PENALTY.

1. a. If an amount of replacement tax, penalty, or
Interest has herean paid which was not due under thla chapter, a
clty's chief Cinanclal offlcer or county treasurer to whom
such erronecus payment was made shall do one of the followlng:

(1) Credit ths amount of ths erronecus payssnt againat any
replacenent tax due, or to become due, from the taxpaye: on
the books of tha clity or county.

(2) Refund the mmount of the erroneous payment to the
taxpayer.

b. Clalms for refund or oredit of replacenent taxes pald
shall be filed with the director. A clalm for refund or
oredlt that le not Eiled with tha dirmctor within three years
after the replacement tax payoent upon which a refund or
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credlt is claimed became due, or one year after the
replacemsnt tax payment was made, whichevar time ls later,
shall not be allowed. A clalm for refund or credlt of tax
alleged to be unconstlitutlonal not filed with the dlzector
within ninety days after the teplacement tax payment upon
which a refund or credit ia claimed became due shall not be
allowed. As a preconditlon for claiming a refund or oredit of
alleged unconatitutional taxes, such taxes must be paid unde:
written prtotest which speclfies the particulars of the alleged
unconstitutionallty. Clalms for refund or credit may only be
made by, and zefunds or ciedits may only ba made to, the
person rasponsible for paying the replacement tax, or suoh
pecson's successors. The directar shall noktify affected
county treasucrezs of the acceptance or denial of any refund
clalm. Bection ,421.10 appliea to claims denied by the
dlrector,

2. It is unlawful for any present or former offlcer or
employea of the state to dlvulge or to make known in any
manner to any person the kllowatt-hours of slectriclty or
therms of natural gas delivered by a taxpaysr in a competitive
secrvice area disclosed on a tax cekturn, return information, or
investigatlve or audit Infocmation. A person who violates
this sectlon e guilty cf a serious misdemeanor. If the
offendar is an offlcer or enmployee of the states, such person,
In additlen to any other penalty, shall alsoc be dismissed from
offics or dlecharged from employment. This section does not
prohlbit turnlng over te duly authorlized officers of the
United States or tax officials of other statea such kilowatt-
hours or therms pursuant to agreement between the disector and
the secretary of the treasury of the Unlted States or tha
secretary's delagate or pursuant to a reclprocal agreement
with anothe: state.

3., Unlees otherwisa expressly permitted by a sectlon
referancing this chapter, tha kilowatt-houra of electricity or
therms of natural gas delivered by a tazpayer in a competltive
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4. On or before August 11 following tax years 1995, 2000,
and 2001, wach county treasurer shall compute a spscial
utility property tax levy or tax cradit for each taxpayer for
which a replacement tax llability for each such tax year 1s
reported to the county treasurer pursuant to subsectlon 1, and
shall notlfy the taxpayer of the amount of such tax levy or
tax credlt. The amount of the speclal utility propecty tax
levy or credit shall be determined for each taxpayer by the
county treasurer by comparing the taxpayer's total replacement
tax 1labllity allocated to taxing districks in the county
pursuant to this sectlon with the antlocipated tax revanues
From the taxpaysr for ail taxlng districts in the county. If
the taxpayer's total replacement tax liabllity allocated to
taxing districts in the county is leas than the anticipated
tax zevenues Erom the taxpayer for all taxing districts In the
county, the county treasurer shall levy a special utility
property tax equal to the shortfall which shall be added to
and collected with the replacement tax owed by the taxpayer to
the county treasurer for the tax year pursuant to section
437A.8, subsection 4. If tha taxpayer's total replacement tax
liabillty allccated to taxing diatricts in the caunty sxceeds
the anticlpated tax ravenues from the taxpayer for all taxing
diskricts in the county, the county treasurer shall lssue a
credlt to the taxpayer which shall be applied to raduce the
taxpayec's replacement tax liabllity to the county treasurez
for the tax year. If the taxpayer's total replacement tax
1lability allocated to taxing districts In the county squals
the anticlpated tax revanues from the taxpayer for all taxlng
dlstricta in the county, no levy or credit is requlred.
Replacement tax 1iability for purposes of this subsection
means teplacemant tax llability before credita allowed by
saction 437A.8, subsectlon 7. A cecaloulation of a spacial
utility propecty tax levy or credit shall not be made as 2
result of a subsequent zecalculation of replacement tax
liability undez aection 437A.8, subsection 7, or adjustment to
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assuaped value undec section 437A.19, subsectlon 2, paragraph
PEY, "Antloipated tax revenues from a taxpayer" meana the
product of the total levy rates Imposed by the taxling
districts and the value of taxpayer property allocated to the
taxing districta and reported to tha county auditor. Bpeclal
utility propesty tax levies and credits shall ba treated as
teplacenant taxes for purposes aof sectlon 437a.11.

It is the intent of the general assenmbly that the genecal
agsembly evaluate the impact of the lmposition of the
replacement tax for purposes of determining whether this
subsection shall remain in effect and whether a datecmination
shall be made ae to the necesslty of a recalculation as
provided In this subsection for tax years beglnning after tax
year 2004.

5. The replacement tax, as adjusted by any speclal utlility
proparty tax levy or credit and remitted to a county treasurer
by each taxpaye:z, shall be treated as a property tax when
received and shall be disposed of by the county tzear. wui ¢
taxes on real estate. Notwithstanding the al..catlon
provisiona of this sesction, nothing Ln this secticn ahall deny
any affected taxing entity, as defined in section 403.17,
subsection 1, which has enacted an ordinance or enterxed into
an agresment for the division and allocation of taxzes
autharlsed under section 403,13 and under which ordinance or
agreement the taxes collected in reapect of proparties owned
by any of tha taxpayers reaittlng replacement tazes pursuant
to the provisions of this chapter ace balng divided and
allocated, the right to recsive its share of the replacemant
tax ceavenues collected for any year which would othezwise bes
pald to such affected taxing entity under the terma af any
such ordinance or agrasment had this chapter not besn enackted.
To the extent that adjustment must be made to the allocatlon
described in this msctlon to give sffect to the terms of such
ordinances or agreemants, the dspartment of management and the
county treasurar shall make such adjustments.
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. 5. In lieu of the adjuetmeant provided for in subsection 5,
the assesssd value of property described in sectlon 403.19,
subsectlon 1, may be reduced by the oity or county by the
amount of the taxable value of the property desczibed in
saction 437A.16 included in such area on January 1, 1397,
pursuant to amendment of the ordinance adoptsd by such clty or
county pursuant to section 403.19.

7. On or before July 1, 1999, the department of
nanagemsnt, In consultation with the department of revenue and
Einance, shall Initiate and coordinate the establishment of =
task force and provide staffing assistance to the task force.
It lp the intent of the general assembly that the task force
include reprasentatives of the department of management,
department of ravenue and finance, electric companies, natural
gas companies, municlipal utillties, electric cooperatlivaes,
countles, cltles, school boarda, and lndusktrlal, commerclal,
and residential consumers, and other approprlate stakeholders.

The task force shall mtudy the effects of the replacement
tax on local taxing districts, consumers, and taxpayars and
the department of management shall report to the general
assenbly by January 1 of each year through January 1, 2003,
the results of the study and the spaclfic recommendatlons of
the task force for modifications to the replacement tax, if
any, which will further the purposes of tax neutrality for
local taxing diatriots, taxpayers, and consumecs, consistent
with the stated purposes of this chapter. The department of
management shall also report to the leglmlative council by
Novenber 15 of esach year through 2002, the status of ths task
force study and any recommendations.

Sec. 17. N TION. 437A.16 ASSBAGMENT EXCLUSIVE.

All operatling property and all othar property that is
primarily and dicectly used in the production, generatlion,
transmission, or dellivery of elactriclity or natural gas ownad
by or leased to a person subject to texation under this
chapter is exempt from taxation except as otherwise provided
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by this chapter. This exemption shall not extend to taxes
imposed under chapters 437, 438, and 466, taxpayers described
in section 437A.8, subsection 6, or faclllitles or property
describad in mection 437A.6, subsection 1, pacagraphs “a"
through "£", and section 437A.7, subseotion 2.

Sec. 18, NEW BECTION. 437A.17 BTATUTES APPLICABLE --
RATE CALCULATIONS.

1. The director shall adminiaster and enforce the
replacenent tax imposed by thls chapter in the same manner as
provided in and subject to mectiocns 422,68, 422.70, 422.71,
and 422.7S.

2. The celculation of tax rates and adjustmenta to such
tates by the director pursuant to this chapter do not
constitute rulemaking subject to the provisions of chapter
17A.

SUBCHAPTER 3
STATENIDE PROPERTY TAX

Sec. 19. NEW SECTION. 437A.18 TAX INPOSITION.

An annual statewlide property tax of three cents per one
thousand dollars of assessed value is imposed upon all
propecty described in sectlon 437A.16 on the assessment date
of January 1.

Bec. 20. MNEW SECTION. 417A.19 ADJUSTNENT TO ASBESSED
VALUE -- REPOATINC REQUIREMENTS.

1. a. A taxpayer vhose property is subject to the
statewide property tax shall report to the director by July 1,
1999, and by May 1 of each subsequent tax year, on forms
prescribed by the director, the book value, as of the
beginning and end of the preceding calandar yeat, of all of
the followling:

() The local amount of any major addition by local taxlng
district.

{2) The statewids smount of any major additlon without
notatlon of locatlon.
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{3 Any building ln lowa at acquisitlon cost of more than
ten nilllon dollars which was orlginally placed in secvice by
the taxpayer pcior to Januazxy 1, 1998, and whlch was
transferred or disposed of in the preceding calendar year,
vithout notaktlon of locatioa.

(1) Any electric power genstating plant In Iowa at
acquisition cost of mora than ten million dollars which wau
originally placed in service by the taxpayer prior to January
1, 1998, and which vae transfexred or dlsposed of In the
preceding calendar year, without notation of locatlon.

(5) All other taxpayer properkty without notation of
locatlon.

(6) The local smount of any major additlon eligible for
the urban revitalizatlon exemption provided for in chapter
404, by situs,

b. For purposas of this sectlon:

{1) "Book value® means mcquisition cost less accumulated
depreclation determined undar generally accepted accounting
ptinciples.

(2) “Taapayer propecrty" means propecty described In
sectien 437A.16,

13) “To dispoas of" means to sell, abandon, decommlsalon,
or retire an assat.

(4) "Transfer” means a transactlon which results in a
change of ownership of tazpayer property and kncludes a
capital lease transaction.

©. For purposas of this subsection, “taxpayer® includes a
person who would have been a taxpayer in calendar year 1598
had the provieions of thls chapter been in effect for the 1598
assessment year.

d. If a taxpaysr owns or leases pursuant to a capital
lease less than the entire interest in a major mddition, the
local amount and mtatewlde amcunt, if any, of such major
addition shall be apportionsd to the taxpayer on the baals of
its percentage intersst in much major addition.
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2, Beginning January 1, 1999, the assepsed value of
taxpayer property sehall be adjusted annually as provided In
thia mection, The director, wlith respect to each taxpayar,
shall do all of the following:

a. Adjust the assessed value of taxpayer property in mach
local taxing district by the change in book value ducing the
praceding calendar year of tha local amount of any major
addlition ceported withln such local taxing disgrict.

b. (1} Adjust the assessed value of texpayer property in
each looal taxing diatzict by mllocating the change in book
value during the preceding calendar year of the statewide

amount and all other taxpayer property desoribed in aubsectlon

1, paragraph “a", subparagraph (5), to the amssessed value of
all taxpayer property ln the state pro rata according to its
preadjustment value.

(2) 1f, during the preceding calandar year, a taxpaysr
tranafarrad an electric power gensrating plant to a taxpayer
who owned no other taxpayer property in thls atate as of the

end of such preceding calendar year, in liesu of the adjustment

provided in subparagraph (1), the director shall allocate the
transferce taxpayer's change in book value of the statewide
amount durling such preceding calendar year, if any, among
local taxing districts Lln proportion to the allocation of the

tzansferor's assessed value amoang local taxing districta as of

the end of such preceding calandar year.
@. In the case of tazpayer proparty descrlbed in
subsectlon 1, paragraph “Ya", subparagrapha (3) and (4),

decrease the sssessed value of taxpayer property in each local

taxing disktrict by the tazable value of such property within
each such local taxing district on January 1, 199a.

d. In the event of a marger or conscolldation of two or
more taxpayers, to determine the assessed valus of the
surviving tazpayer, combine the assesmsed values of such
taspayers immediately prlocr to the merger or consolidation.

9Lve 4S
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e. In the event any taxpayer property ls eligible for the
urban revitalization tax exemptlon desaribed in chapter 404,
adjust the assessed value of taxpayer property withln msach
atfected local taxlng district to reflect such exemption.

€. In the event the base yes: assessed valum of taxpayer
property ls ndjusted as a result of taxpayer appeals, reduce
the asseased value of taxpayer property In each local taxing
dlstrlot to reflect such adjustment. Ths adjustment shall ba
sllocated In proportion to the allocation of the taxpayec's
asmessed value among the local taxing districts detecmined
without regard to this adjustment., If an adjustment to the
base year assessed value of taxpayer propearty is finally
determined on or bafore Beptenher 30, 1999, it shall be
reflected in the Janvary 1, 1999, assessed value. Otherwise,
any such adjustment shall be made as of January 1 of thas year
following the date on which the adjustment ls finally
detarmined.

In no event shall the adjustments set Eorth in this
subsaction reduce the assessed value of taxpayer property in
any local taxing distriot below sero.

The dirxector, on or before October 31, 1§99, in the case of
January 1, 1999, assessed values, and on or before August 131
of sach subsegquent assesssment year, shall raport to the
depactment of management and to the audltor of each county the
adjusted assesmed value of taxpayer propscty ms of January 1
of such assessment year for each looal taxing district. PFor
purposes of this subsection, the assessed value of taxpayer
property in each local taxing district subjact to adjustment
under this section by the director means the assessed value of
such property as of the preceding January 1 as determined and
allocatad among the local taxing distriots by tha director.

Nothing in this chapter shall be interpzeted to authorisze
local taxing districts to exolude from the calculation of levy
rates the adjusted assesmsed value of taxpayer property
raported to county auditors pursuant to thls aubsection.

Sec. 21. NEW SECTION. 437A.20 TAX BXENPTIONS.
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Except as provided In sectlon 437A,16, all property tax
exenptions In thea Code do not apply to property subject to the
atatewide property tax unlesa such eszemptions expresaly cefer
to the statewide property tax, except that if property was
exempt Crom property tax on Janpuary 1, 1999, such exemption
shall continua until the exemptlon expires, le phased out, or
is repealed. The property of a taxpayer who does not owe any
zeplacement tax ls exempt from the statewide property tax for
the coinciding assesament year.

Sec, 12. NEW BECTION. 437A.21 RETURN ARD PAYMENT
REQUIREMENTS.

1. Bach electric company, natural gas company, electric
coopecative, municlpal utility, and other person whose
property is subject to the statewlde property tax shall file
wlith the director a return, on or before Pebruary 28 following
the assessment year, Including, but not limited to, the
following informatlon:

a. The assessed value of property subject to the statewide
property tax.

b. The amount of statewide property taz coaputed on such
assegsad value.

2. The flcret return under subsection 1 is due on or before
February 28, 2000.

3. 1€ an electric company, natural gas campany, electrio
cooperative, municipal utllity, or person im not required to
file a statevlde property tax ratucrn on or before February 28,
2000, but !s rzequlred to Elle a return after such date, the
return shall be £lled on or before the due date. This
subsection also appliea In the event of a consolidation.

4. A return mhall be migned by an officer, or other persan
duly authorized by ths taxpayer, and must be certified as
corsrect and in accozdance with rules and forms prescribed by
the director.

5. At the time of flling the retucn with the director, the
taxpayer shall calculate the statewide property tax owed for
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the assesament year and shall remit to the director the
atatewide property tax required to be shown to be due on the
ceturn,

Bec. 23. NEW SECTION. 437A.22 STATUTES APPLICABLE,

Sections 437A.9, 437A.10, 437A.12, 437A.13, and 437A.14,
subsaction 1, are applicable to electric companies, natural
gas companies, electric cooparatives. municipal utillties, and
peraons whosa proparty is subject to the statewide property
tax, However, a required credit or xrefund of overpald
statewide property tax pursuant to section 4378.14, subsection
1, as it applles to this subchapter, shall be made by the
director and not by city chlef Einanclal officers or county
treasurers.

Bection 422.26 applies with respect to the statewide
proparty tax and penaltiss imposed by this chapter, except
that, as applled to any tax imposed by this chapter, the lien
provided shall be prior to and superior over all subsequent
liens upon any personal property within thls state ox right to
gsuch personal property belonging to the taxpayez, without the
necassity of recoxding the lien as provided in sectlon 422.26.
The requicement for xecording, as applisd to the statewide
property tax imposed by this chaptar, shall apply only to a
lien upon resl property. In order to preserve auch llen
agalnst subsequenkt mortgagees, purchasers, or judgment
creditors, for valua and without notice of the llen, on any
zaal property situasted In a county, the director shall flle
with the zecorder of tha couaty In which the real property ls
located & notice of the lien.

The county recorder of each county shall prepare and Reep
in the recorder's office a book to be known as the index of
statavide propacty tax llens, 80 ruled as to show ln
appropriate columns under the names of taxpayers arranged
alphabatically, all of the following:

1. The nane of ths taxpayer.

d. The name “State of Iowa" as claimant.

Benate Flle 2416, p. 54

3. Time the notice of lien was racelved.

¢, Date of notice.

5. Amount of lien then dus.

6. Date of assessment.

7. Date when the liean ia satlsfied.

The recordex shall endorae on each notice of lien the day,
hour, and minute when received and preserve such notlce, and
shall promptly record the lien In the manner provided for
recording real estate mortgages. The lien ls effective from
the time of the indexing of the lien.

fThe director, from monays appropriated ta the department of
revenue and flnance for this purpose, shall pay a recording
fee aa provided in sectlion 331.604 for the recording of the
lien, or for lta satlsfaction.

Upon the payment of the replacement tax as to which the
director has £iled notlce wlth a county recorder, the director
shall progptly flle with the recorder a satlsfaction of the
raplacemant tax. The recorder shall enter the satisfactlon on
the notice on flle in the recorder's office and indicate that
fact on tha index.

Bsc. 24. NEW BECTION. 437A.23 DSPOHIT OF TAX PROCEEDS.

All revenues received from inposition of the statewida
property tax shall be deposited in the general fund of the
state. Fifty percant of the revenues shall be available to
the department of managemesnt Cor salarles, support, services,
and squipment to mdminister the replacesaent tax. The balance
of the revenues shall be avallable to the dapartaent of
revenue and finance for salaries, support, services, and
equipment to adminlater and enforce the replacement tax and
the statawide proparty tax.

BUBCRAPTER ¢
GENERAL FROVISIONS

Sec. 25. NBEW SECTION. 437A.24 RECORDS.

Each elactric company, natural gas company, slactrlic
cooperative, municipal utillty, and other pecson who is

9ive 4S
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subject to the replacement tax or the statewide property tax
shall maintain records assoclated with the replacesment tax and
the assessed value of property subject to the statewlde
property tax for & period of ten years following the later of
the orlginal due date for Eiling a resturn pursuant to sections
437A.8 and 437A.21 in which such taxea are reported, or the
date on which elther such return ls Filed. Buch records shall
include those associated with many addltions or dispositions of
property, and the allocation of such property among local
taxing districts.,

Sec. 26, MNBW SECTION. 437A.25 RULES.

The director of zevenue and finance may adopt rules
pursuant to chapte:r 17A for the administration and esnforcement
of thils chapter.

Bec. 27. Sectlon 257.3, subsectlon 1, Code 1597, is
amended by adding tha following unnumbered paragtaph:

WEW UNNUMBERED PARAGRAPH. Replacemsnt taxes under chapter
437A shall be regarded as property taxes for purposes of this
chapter.

Bec. 28, Section 427.1, subsection 2, Cods Supplanment
1997, is amended to read as follows:

2. MNUNICIPAL AND MILITARY PROPERTY. The property of a
county, townshlp, city, school corporation, leavee diatrict,
dralnage dlstrict or military company of the state of Iowa,
when devoted to public use and not held for pescuniary proflit,
except property of a municipally owned electric utillty hald
under jolnt ownership and propexty of an elactiic power
facllity financed under chapter 28F which shall be subject to
assenamant-and taxation under previsions-cf-chaptera-428-and
437 chapter 437A. The exemption for property owned by a city
oc county also applies to property which is operated by a city
or county as a llbrary, msct gallery or museum, conservatory,
botanical gacden oc dlsplay, cbasecrvatory or sclence museua, or
as a locatlon for holding athlatic contests, sports or
entertalnment events, expositions, mestlngs or conventions, or
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lLeased from the city or county for any such purposes. Food
and beverages may be served at the events or locatlons without
atfecting the eaxemptions, provided the city has approved the
sarving of food and beverages on the property 1€ the propecty
{s owned by the city or the county has approved the serving of
food and beverages on the property if the property is owned by
tha county.

Sea. 19. Section 428.24, Code 1997, is amended to read as
Eollows:

428.24 PUBLIC UTILITY PLANTS.

The lands, buildings, machinecy, and mains belonging te
indlviduals or corporations operating wvaterworks oc gasworks
or pipelinesr-the-tandsy-butidingery-mrehineryr-trackar-poteny
and-wiren-bhatonging-to-inditviduainy-corporations-or-etactric
power-agencies-Surniahing-etectric-1ight-or-povwerr-and-the
tandsy-huiidingsy-machineryy-potesy-wiresr-overhead
constructiony-tracksy-cabiesy-conduitey-and-fixtures-batonging
to-individuais-or-corporations-operating-rativays-by-cabie-or
eteactricityy-or-operating-eievated-etreat-rativayar, except
th 1 ipelin itted pursuant to chapter 47
shall be listed and amsessed by the department of revenue and
finance. In the making of assessments of waterworks planta,
the value of any intarest in the property asaessed, of the
nunicipal corporation where it ip situated, shall be deducted,
whether the interest ls evidenced by stock, bonds, contracts,
or otherwise.

Bec. 30. Bectlon 423.26, Code 1597, ls amended to read as
follown:

428.26 PERSONAL PROPERTY.

All the peraohal property of such individuals and
cocporations used oz purchased by them for the pucposes of
such gas or waterworkay-etectric-tight-pientay-electric-or
cabie-ratiwpyay-ckevated-street-rativays-or-astrect-ratinays
operated-by-animek-povery-including-the-rokling-stock-of-guch
ratiways-and-strest-rativaysy-snd-the-animats-bhetongéng-ta
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such-street-rativays-operated-by-eninai-power, other than
natural gas pipelines permitted pursuant to chapter 479, shall
be listed and assessed by the department of ravenue and
Elnance. In the making of any such assasament of watecrworks
plants, the value of any interest in the proparty sao assessed,
of the municipal corporation wherein 1ln which the same
waterworks is mituated, shall be deducted, whether such
Intarest be evidenced by stock, bonds, conttacta, or
othezwise.

fec. 31. Sectlon 428.28, Code 1997, is amendad to cead as
follows:

d428.28 ANRUAL REPORT HY UTILITY.

Every individual, copartnership, corporation, or
assoclation operating for profit, watarworks or gasworks or
pipe linesy-etectric-iight-or-powar-pianty-reiivays-cperated
by-siectricityry-siuvetad-strest-rativaysy-shati other than

tural 11 4 d t '
annually on or before the-first-day-ef May 1 of each calendar
ysar, shall make a raport on blanks to ba provided by the
departnent of ravenus and finance of all of the property owned
by such individual, copartnershlp, corporation, or assoclatlen
within the Incorporated limite of any city in the state, and
give such other informatlan aa the director of revenue and
£lnance shall zequire.

Bvecy individual, copartnershlp, corporation, or
assoclstion whioh cperates a public utility on a nonprofit
basis other than a ytility subjsot to tax under chapter 4374,
an defined lo section 428,24 shall annually, on or before the
f£4rat-day-of Nay 1 of sach calandar year, make a report on
blanks to be provided by the department of revenue and finance
of all of tha propsrty ownad by the Individuml, copartnarship,
corporation, or assoclation withln the incorporated limite of
any clty In the state, and glve other informatlon the director
of revenus and finance ragulres.
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8ec. 32. S8ectlon 437.1, Code 1997, is amended by striking
the aectlon and insezting in lleu thereof the following:

437.1 DBPINITIONS.

As used In this chapter, unless the context otherwlse
requlres:

1. “Company" means an elsotcic cooparative referred to in
section 437A.7, subsection 2, paragraph "c".

2. "Electric cooperatlve" means an electric utillty
provider formed or organised as an electzic cooperative undar
the laws of this state or elsswhere.

3. “fTrananission lines" means eleotric lines and
associated faclilities operating at thirty-four thousand five
hundred volts or higher voltage, and substations,
transformers, and assoclated facillties operated at kthirty-
four thousand five hundred or more volts on the low voltaga
side.

Seoc. 13, Gection 437.1, Cods 1997, is amended to read as
follows:

437.3 VERIPICATION,

The verificatlon of any statemeat cequired by law shally-in
the-case-of-a-perasony be made by auch-parsony-¢n-the-case-of-a
cocperatitony~by-the-prestdent-or-secrstary-thereofr-and-4n
cese-of-a-copartnershipy-assaciationy-ar-syndicatey-by some
neaber, officer, or agent thereef of kthe company having
knowladge of the facts.

Bec. 34. HBection 438.1, Code 1997, lm amended to rmad as
Follows:

438.1 TAXATION PROCEDURE.

Every pezson, copartnership, assaciatlon, corporation; or
syodlcats angaged in the buaineas of transporting or
transmitting gas, gasollne, olls, or motor fuels by means of
pipelines gther than natursl gas plpelines permitted pursuant
to chapter 479, whethez such pipelinee be owned o: leased,

shall be taxed as hersin provided in this chapter.

91vC 4S
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Bec. 35. Baction 438.2, Code 1997, is amended to read as
followa:

438.2 DEPENIPIONS DEFINITION.

Phe-werds-“pipaiine "Plpeline company”; as used in this
chapter shaii-bu-desmed-and-consteued-ts-mean,; means any
person, copartnership, association, corporation; or syndicate
that may own or oparate or be engaged in operating or

utilizslng plpalines, other than natural gas pipelines
pernitted pursuant to chapter 479, for the purposes descrlibed

in section 438.1.

Gec. 36. Section 441,73, subsectlion 1, Code Bupplemant
1997, is amended to read as follows:

1. A litigatlon expense fund 1ls created {n the state
treasury. The litigation expense fund shall be used for the
pagment of litlgation expenaes Incurred by the state to defend
property valuations established by the director of revenue and
finance pursuant to sectlion 4208.24 and chapters 430A, 431,

434, 436, 437, 4314, and 438, and for the payment of
litigation expanses locurred by the state to defend the

Jt ition of 1 atewl roperty taxes
under chapter 437A.

Beo. 37. Beoctlon 476.6, Code 19357, ls amended by adding
the following new subsactions:

NEW BUBSECTION. 22. The costs of the replacement tax
imposed pursuant to chapter 437A ehall ba reflected In the
charges of utilities subject to rate regulation, in lieu of
the utlillties' costs of property taxes. The Imposition of the
replacement tayas pursuant to chapter ¢37A is not intended to
initiate any change in the rates and charges for the sale ot
alectrlcity, the sale of natural gas, or the transportatlon of
natural gas that is subject to cegulation by the boacd and In
effect on the effective date of chapter 437A.

The cost of tha replacemant taxas Lmposed by chapter 4374
shall be allocated among and within customer classes In a
manner that will replicate the tax cost burden of the current
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property tax on individual cuatomers to the mazimum exteot
practlicable.

Upon the restructuring of the elactric industry In thils
state so that individual consumers are given the clght to
chocae thei: electric suppllers, replacement tax costs shall
be assigned to the service corzesponding to the individual
genaration, tranamission, and delivery taxes. In all other
respects, the allocatlon of the replacement tax coats among
and withln the cuatomer classes shall remain the same to the
maximum extent practicable.

Notwithstanding this subsection, the board may determine
the amount of replacement tax propetly included in retall
rates subject to its jurisdiction. The board may determine
shethet tha base xates or some other form of rate is most
appropriate for recovery of the costs of the replacemant tax,
subject to the zequirement that utility ratee be ressonable
and just. The board may alsoc determine the appropriate
allocation of the tax. Any significent modificatlon to rate
design relating to the replacement tax shall be made in a
manner consistent with thie subsection unless made in a
contested case proceedling whers the impact of such
modiflcation on compatition and consumer costs !s conaldered,

NEY SUBSECTION. 23. On or before July 1, 2000, the
utillties board, in consultation with the department of
revenue and finance, shall Llnitlate and coordlnate the
establishment of a replacement tax study committee and provide
staffing assistance to the committee. It 1s the Ilnteat of the
general assembly that the comnittee Inolude representatives of
the utilities board, depactment of revenue and flnanca,
department of management, investor-owned utilities, municipal
utliities, cooperative utilities, local governments, major
customer classes, and other atakeholdezs.

The comnittee shall study tha effects of the replacement
tax on both restructuring and the development of competition
In the gas and electric industries in this state. The board
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shall report to the general assenbly by January L of each year
through 2003, the results of the atudy, and the committese's
recommandations as to whether the replacement tax, in ita then
present form, should be contlinued, whethar a different form of
taxation of mlecttic and gas utilities should be adopted in
order to allow free and falrx competition in the eleatrlc and
gas industries, and falr competitive prices for all classes of
consuners, whether a different basis for destermination of the
generatlion, tranamisalon, and delivery taxea should be adopted
or vhether the relative share of the total replacement tax
burden impomed on #ach of the generatlon, transaission, and
dellvery functlons should be modified in order to allow free
and faiz competition in the electric and gas induetries, and
falr competlitive prices for all clasaes of consumers, and
wheather the caplacement tay in lts then present form,
appropriately acoounts for the decline in value of eleckric
powes:r generatling planta. The replacemsnt tas study comnlttee
ahall reconvene by January 1, 3006, to further study these
same issues, and the board shall report the results of the
study and the comnittee's recommendations to the general
assenbly by January 1, 2008.

Upon zecommendation of the committes, the board may
contract for aervices necessary to the Implacentation of this
subsection with parsons who are not state smployees,
including, but not limited to, facllitators, consultants, and
okthar expacrts regquired to aseist the committea. The cost of
contracted services shall aot be paid Erom approprlated funds,
but shall be assessed to entitles paylng replacemsnt tax
pursuant to chapter 437A, subchapter 2, pro rata, based on the
smount of tmx pald.

Sec. 38, SPECIAL REPORTING REQUIRCHNENTE. Within ninety
days of the effectlve date of this Act, each eleckric company,
electrlc cooperative not described in sectlon 437A.7,
subsection 2, paragraph "c”, munlcipal utility, and natural
gas company whall repoct to the director, by certitled
statemsnt subject to audit, the following information:
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1. The entity's liabllity for centrally asseased property
tax, as defined in mection ¢37A.), asubsectlon 2, allocated to
sleckcle secvice for the assessment years 1993 through 13997 on
the basis of property tax payments made.

2. The entity's liability for centrally assessed p:roperty
tax, as defined in section 437A.3, aubseotion 2, allocated to
natural gas sarvice for the assessment years 19393 through 1997
on the basis of propsrty tax payments made.

3. The entlty’'s total kilowatt-hours of electricity
generated which vould have been subject to taxatlion under
section 4317A.6 for the 1598 assessment year had such tazation
been In effect for assessment year 1998. Kilowatt-hours of
alectricity genetated by a faallity which was jolntly owned or
leased in amsessaent year 19598 shall be calculated and
rsported pursuant to sectlon 437A.6, subsection 2, as Lf auch
subsection had been ln effect for 1598.

4. Thes entity's total pole miles of electrlc tranamisslon
lines owned o: leasad on Decembar 31, 1598, by line voltage,
which would have been subject to taxation under section 437A.7
for the 1998 assesament year had such taxatlon been in effact
for assessment year 1958, Pole milea of electrlc tranamismlon
1ines which were jointly awned or leased in assesscant year
1998 shall be caloulated and reported pursuant to sesction
437A.7, subsectlion 3, as if such subsectlon had been in sffect
£or assessment year 19398.

S. The entlty's total kilowatt-hours of electricity
delivared to consuners which would have been subject to
taxation under section 437A.4 foz the assessment years 1594
through 1998 had such taxation besen in effect for such
assessnant ysars.

6. The entlity's total therms of natural gas dellvered to
consumecs which would have been subject to taxatlon under
saction 437A.5 faor the assgssnent yeacs 1954 through 1998 had
such taxation been in effect for such assessment years.

91ve 4S
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7. For aach ganeration and tranamission elactrla 2. Notwlthstanding subsectlon 1, section 437A.1S,
cooperative, the excess property tax liability assignable to aubsection 7, as enacted In this Act and which provides for
each electric conmpet{tlve service area princlpally sarved by the establishmant of a task force to study the effects of the
{te distributlon electric cooperative and municipal electric zeplacement tax, takes effect upon enactment.

caooperative assoclation members pursuant to sectlon 437A.4,
subsectlion 3, paragraph "¢¥, subparagraph (4).

8. Tor each municipal electric coopesrative association,
the excess property tax liabllity assignable to each electric MARY E. KRANER
conpetltive service area principally served by its nunicipal Prasldant of ths Senate
utility manbers on January 1, 1999.

1f information necessary to compute the delivery taz rate
for any slectrlc or natural gas competitlve mecrvice area la

not timely reported, the director shall estimate a dellvery RON J. CORBETT
tax rate for such electric or natural gas competitlve service Speaker of the House

area which shall not ba lowar than the highest elsctric or

natural gas dellvery tax rate computed for other slectric or - I hereby certify that thls bill orlginated in the Senate and
natural gas campetitive service areas. FHowever, Lf such {a known as Benate rlle 2416, Beventy-sevanth General Assembly.

informatlion im provided within thirty days after the director
has publighed in the Iows adminlstrative bulletin the delivery
tax rates computed pursuant to sectlon 437A.4, subsection 13,

paragraph "d", and section 437A.5, subssction 3, pacagraph MARY PAT GUNDERSON
“c", the director shall rzecalculate the electric or natural Becretary of the Benate
gas delivery tax cate for such electrlo or natuzal gas Approve , 1998

competitive service area and notify the taxpsyers of tha new
electric or natural ges delivery tax rate by publication in
the Iowa adalnistcrative bulletin on or bafore January 31,

ae00. TERRY E. BRANSTAD
S8ec. 39. Bactlons 428.37 and 437.14, Code 1997, are Governor
repealed.

Beac. 40. EFFECTIVE ANMD APPLICABILITY DATES -- DIRECTIONS
TO CODE EDITOR. ’

1. Except as provided in subsection 2, this Act takes
effect January 1, 1999, and is applicable to property tax
asseasment years beginning on or aftar January 1, 1993, and to
replacenent tax years beglnning on or after January 1, 1959.
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APPENDIX B

56th Legislature HBO174

AN ACT GENERALLY REVISING THE TAXATION OF ELECTRICAL GENERATION FACILITIES TO COMPORT
WITH THE EMERGING COMPETITIVE MARKETS IN THE SUPPLY OF ELECTRICITY; CREATING CLASS
THIRTEEN PROPERTY TO INCLUDE ELECTRICAL GENERATION FACILITIES; PROVIDING A DEFINITION
OF “ELECTRICAL GENERATION FACILITIES*; PROVIDING AN EXCEPTION FOR QUALIFYING SMALL
POWER PRODUCTION FACILITIES; TAXING ALL ELECTRICAL GENERATION FACILITIES THAT WERE
PREVIOUSLY TAXED UNDER CLASS NINE AS CLASS THIRTEEN PROPERTY; TAXING CLASS THIRTEEN
PROPERTY AT 6 PERCENT OF ITS MARKET VALUE; IMPOSING A 0.015 CENT PER KILOWATT-HOUR
WHOLESALE ENERGY TRANSACTION TAX ON THE TRANSMISSION OF ELECTRICITY IN THE STATE;
PROVIDING EXEMPTIONS FROM THE WHOLESALE ENERGY TRANSACTION TAX; ALLOWING THE
ELECTRIC ENERGY PRODUCERS' LICENSE TAX TO BE ITEMIZED ON A CUSTOMER'S BILL; PROVIDING
FOR THE DISTRIBUTION OF WHOLESALE ENERGY TRANSACTION TAX REVENUE TO TAXING
JURISDICTIONS; PROVIDING A STATUTORY APPROPRIATION FOR THE DISTRIBUTION OF TAX REVENUE
TO TAXING JURISDICTIONS; REVISING THE CLASSIFICATION OF COUNTIES; REVISING THE DEBT
UIMITS OF TAXING JURISDICTIONS; AMENDING SECTIONS 7-1-2111, 7-7-107, 7-7-2101, 7-7-2203,
7-7-4201, 7-7-4202, 7-14-2524, 7-14-2525, 7-16-2327, 7-16-4104, 15-6-141, 15-51-102, 17-7-502,
20-9-406, AND 69-8-211, MCA; AND PROVIDING EFFECTIVE DATES, APPLICABILITY DATES, AND A
TERMINATION DATE. '

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

Section 1. Short title. [Sections 1 through 14] may be cited as the “Electrical Generation Tax

Reform Act".

Section 2. Legislative findings and declaration of purpose. (1) The legisiature finds that the
restructuring of the electric utility industry in Montana implemented by Chapter 505, Laws of 1997,
including the unbundling of services and the provision that allows Montana customers to choose their

i ces . HB 174
\ Djvision
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supplier of electricity and related services in a competitive mark_et, renders the existing method of
property taxation of the electric utility industry an impediment to competition.

(2) The legistature further finds that the restructuring of the electric utility industry necessitates
changes to the existing system of property taxation that include reducing the tax rate applied to electrical
generation facilities and imposing a replacement tax in order to:

(a) avoid placing a supplier engaged in the business of generating, supplying, or seiling electricity
at a competitive advantage or disadvantage; S

(b) preserve the revenue base of the existing property tax system for taxing jurisdictions in the

state: :

{¢) minimize the shift in tax burden and the imposition of a higher tax burden on consumers of
electricity; and :

{d} minimize additional administrative costs and the burden of compliance.

(3) The legislature further finds that a reduction in the property tax rates applied to electrical
generation facilities must be replaced by a wholesale energy transmission tax imposed on each kilowatt
hour of electricity transmitted in the state.

(4) The legislature further finds that existing property tax rates applied to electrical transmissicn
and distribution systems are appropriate for a regulated function.

(5) The legislature therefore declares that there is a compeliing public need to modify the existing
system of property taxation of electrical generation facilities and to impose a wholesale energy transaction
tax on kilowatt hours of electricity transmitted in the state to ensure competitive neutrality and to ;;rbvide

replacement revenue to taxing jurisdictions in the state.

Section 3. Definitions. As used in [sections 1 through 14], unless the context requires otherwise,
the following definitions apply:
(1) “Customer” or "purchaser™ means a person who acquires for consideration electricity for use
or consumption and not for resale.
(2) "Distribution services provider™ means a person controlling or operating distribution facilities
_ for distribution of electricity to the public. A distribution services provider includes a purchaser who takes

electricity directly from a transmission line and a purchaser who generates electricity for the purchaser’s

% _ -2- HB 174
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own use but does not include electricity generated by the purchaser for noncommercial use or for
agricultural use.

(3} "Person™ means an individual, estate, trust, receiver, cooperative association, corporation,
limited liability company, firm, partnership, joint venture, syndicate, or other entity, including any gas or
electric utility owned or operated by a county, municipality, or other political subdivision of the state.

(4) "Transmission services provider” means a person controlling or operating transmission facilities

as that term is defined in 69-8-103. - =

Section 4. Wholesale energy transaction tax — rate of tax -- exemptions — cost recovery. (1) (a)
Except as provided in subsection (3), a wholesale energy transaction tax is imposed upon electricity
transmitted within the state as provided in this section. The tax is imposed at a rate of 0.015 cent per
kilowartt hour of electricity transmitted by a transmission services provider in the state.

(b} For electricity produced in the state for delivery outside of the state, the taxpayer is the
persGn owning or operating the electrical generation facility producing the electricity. The transmission
services provider shall collect the tax from the person based upon the kilowatt hours introduced onto
transmission lines from the electrical generation facility. The amount of kilowatt hours subject to tax must
be reduced by 5% to compensate for transmission line losses.

(¢) For electricity produced in the state for delivery within the state, the taxpayer is the
distribution services provider. The transmission services provider shall coilect the tax based upon the
amount of kilowatt hours of electricity delivered to the dis;ribution services provider. The taxpayer may
apply for a refund for overpayment of taxes pursuant to [section 1 3L

(d} For electricity produced outside the state for delivery inside the state, the taxpayer is the
distribution services provider. The transmission services provider shall collect the tax based upon the
amount of kilowatt hours of electricity delivered to the distribution services provider.

{e) For electricity delivered to a distribution services provider that is a rural electric cooperative
for delivery to purchasers that have opted for customer choice under the provisions of Title 69, chapter
8, part 3, the taxpayer is the distribution services provider. The transmission services provider shall collect
the tax based on the amount of kilowatt hours of electricity delivered to the distnbutnon services provider

that is attributable to customers that have opted for customer choice.

vices -3- HB 174
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{f) For electricity delivered to a distribution services provider that prior to May 2, 1999, was
owned by a public utility as defined in 69-3-101, the tax is imposed on the successor distributioh services
provider. The transmission services provider shall collect the tax based upon the amount of kilowatt hours
of electricity delivered to the distribution services provider.

(2) (a) If more than one transmission services provider transmits electricity, the last transmission
services provider transmitting or delivering the electricity shall collect the tax.

{b) If the transmission service_i provider is an agency of thg United States government, the
distribution services provider receiving the electricity shall self-assess' the tax subject to the provisions
of [sections 1 through 14]. ' ’

(c) If an electrical generation facility located within the state produces electricity for sale inside
and outside the state, sales within the state are considered to have come from electricity produced within
the state for purposes of the tax imposed by this section.

(3) (a) Electricity transmitted through the state that is not produced or delivered in the state is
exempt from the tax imposed by this section.

(b) Electricity produced in the state by an agency of the of the United States government for
delivery outside of the state is exempt from the tax imposed by this section.

(c) Hectricity delivered to a distribution services provider that is a municipal utility described in
69-8-103(5)(b) or a rural electric cooperative organized under the provisions of Title 35, chapter 18, is
exempt from the tax imposed by this section.

{d) Electricity delivered to a purchaser that receives its power directly from a transmission or
distribution facility owned by an entity of the United States government on or before May 2, 1997, or
elecuicity that is ransmitted exclusively on transmission or distribution facilities owned by an entity of
the United States government on or before May 2, 1897, is exempt from the tax imposed by this section.

(e} Electricity delivered by a distribution services provider to a customer with loads of 1,000
kilowatts or greater that was first served by a public utifity after December 31, 1996. is exempt from the
tax imposed by this section, provided that the customer purchases the electricity pursuant to a contract
or contracts that establish the purchase price or prices of electricity. The exemption allowed by this
subsection (3}(e) does not apply to electricity purchased under a renewal or extension of an existing

contract or existing contracts.

. -4- 174
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(4) A distribution services provider is allowed to recover the tax imposed by this section and the

administrative costs to comply with [sections 1 through 14] in its rates.

Section 5. Muitistate exemption. A person, upon proof that the person has paid a tax in another
state on the transmission of electricity, is allowed a credit against the tax imposed by [sections 1 through
14] if the tax has been paid in another state.

Section 6. Collection of wholesale energy transaction tax — disposition of revenue. (1) A
transmission sesvices provider shall collect the tax imposed under {section 4] from the taxpayer and pay
the tax collected to the department. If the transmission services provider collects a tax in excess of the
tax imposed by [section 4], both the tax and the excess must be remitted to the department.

{2) A seif-assessing distribution services provider is subject to the provisions of [sections 1
through 14]. '

(3) The wholesale energy transaction tax collected under [sections 1 through 14] must be

deposited in the general fund.

Section 7. Retums — payment — authority of department. (1) On or before the 30th day of the
month following the end of the calendar quarter in which the tax imposed by {sections 1 through 14] is
payable, 2 return, on a form provided by the department, and payment of the tax for the preceding
calendar quarter must-be filed with the departmént.

(2) Each person engaged in transmitting electricity in this state that is subject 1o the tax under
[sections 1 through 14] shall file a return.

(3) (a) A person required to collect and pay to the department the tax imposed by [sections 1
through 14} shall keep records, render statements, make returns, and comply with the provisions of
[sections 1 through 14] and the rules prescribed by the department. Each return or statement must
include the information required by the rules of the department.

{b) For the purpose of determining compliance with the provisions of [sections 1 through 141, the
department is authorized to examine or cause to be_examined any books, papers, records, or memoranda

relevant to making a determination of the amount of tax due, whether the books, papers, records, or
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memoranda are the property of or in the possession of the person filing the return or another person. In
determining compliance, the department may use statistical sampling and other sampling techniques
consistent with generally accepted auditing standards. The department may also:

(i) require the attendance of a person havihg knowledge or information relevant to a return;

() compel the production of books, papers, records, or memoranda by the person required to
attend;

(iii) implement the provisions of 15-1-703 if the department des_ermines that the collection of the
tax is or may be jeopardized because of delay;

(iv) take testimony on matters material to the determination; and

(vl administer oaths or affirmations.

(4) Pursuant to Eutes established by the department, rétums may be computer-generated and

electronically filed.

Section 8. Examination of retum — adjustments — delivery of notices and demands. (1) If the
department determines that the amount of tax due is different from the amount reported, the am5un: of
tax computed on the basis of the examination conducted pursuant to [section 7] constitutes the tax tc
be paid.

(2) If the tax due exceeds the amount of tax reported as due on the taxpayer’s return, the excess
must be paid to the department within 30 days after notice of the amount and demand for payment is
mailed or delivered to the person making the return unless the taxpayer files a timely objection as proﬁded
in 15-1-211, if the amount of the tax found due by the department is less than that reported as due on
the return and has been paid, the excess must be credited or, if no tax liability exists or is likely to exist,
refunded to the person making the return.

(3) The notice and demand provided for in this section must contain a statement of the
computation of the tax and interest and must be: :

(a) sent by mail to the taxpayer at the address given in the taxpayer's retumn, if any, or to the
taxpayer's last-known address; or

(b} served personally upon the taxpayer.

(4) A taxpayer filing an objection to the demand for payment is subject to and govemed by the
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uniform tax review procedure provided in 15-1-211.

Section 9. Penalties and interest for violation. (1) (a) A person who fails to file a return as required
by [section 7] must be assessed a penalty as provided in [section 1 of House Bill No. 132]. The
department may waive the penalty as provided in 15-1-2086.

(b) A persan who fails to file the retumn required by [section 7] and to pay the tax before the due
date must be assessed penalty and interest as provided in [section 1_of House Bill No. 132]. The
department may waive any penality pursuant to 15-1-206.

{2) A person who purposély fails to pay the tax when due must be assessed an additional penalty

as provided in [section 1 of House Bill No. 132].

Section 10. Authority to collect delinquent taxes. (1) (a) The department shall collect taxes that
are delinquent as determined under [sections 1 through 14].

{b} If a tax imposed by [sections 1 through 14] or any portion of the tax is not paid when due,
the department may issue a warrant for distraint as provided in Title. 15, chapter 1, part 7.

{2) In addition to any other remedy, in order to collect delinquent taxes after the time for appeal
has expired, the department may direct the offset of tax refunds or other funds that are due to the
taxpayer from the state, except wages subject to the provisions of 25-13-614 and retirement benefits.

(3) As provided in 15-1-705, the taxpayer has the right to a review on the tax liability prior to any
offset b} the department.

(4) The department may file a claim for state funds on behalf of the taxpayer if a claim’is required

before funds are available for offset.

Section 11. Interest on deficiency -- penaity. (1) Interest accrues on unpaid or delinquent taxes
as provided in [section 1 of House Bill No. 132]. The interest must be computed from the date on which
the retumn and tax were originally due. . |

(2} If the payment of a tax deficiency is not made within 60 days after it is due and payable and
if the deficiency is due to negligence on the part of the taxpayer but without fraud, the penalty imposed
by [section 1{1)(c) of House Bill No. 132] must be added to the amount of the deficiency.
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Section 12. Limitations. (1) Except in the case of a person who purposely or knowingly, as those
terms are defined in 45-2-101, files a false or fraudulent return violating the provisions of [sections 1
through 141, a deficiency may not be assessed or collected with respect to a month or quarter for which
a return is filed unless the notice of additional tax proposed to be assessed is mailed to or personally
served upon the taxpayer within § years from the date on which the return was filed. For purpases of this
section, a return filed before the last day prescribed for filing is cpnsidfred to be filed on the last day.

(2) If, before the expiration of the 5-year period prescribed in subsection (1) for assessment of
the tax, the taxpayer consents in writing to an assessment after expiration of the 5-year period, 2

deficiency may be assessed at any time prior to the expiration of the period ¢consented to.

Section 13. Refunds — interest -- limitations. (1) A claim for a refund or credit as a result of
overpayment of taxes collected under (sections 1 through 14] must be filed within S years of the date
on which the return was due, without regard to any extension of time for filing.

(2) (a) interest on an overpayment must be paid or credited at the same rate as the interest rate
charged on [unpaid taxes as provided in (section 1 of House Bill No. 13211,

(b) Except as provided in subsection {2}{c), interest must be paid from the date on which the
return was due or the date of overpayment, whichever fs later. Interest does not accrue duﬁng any period
in which the processing of a claim is delayed more than 30 days because the faxpayer has not furnished
necessary information.

(c) The department is not required to pay interest if:

(i} the overpayment :s refunded or credited within 6 moanths of the date on which a claim was
filed; or

(if) the amount of overpayment and interest does not exceed $1.

Section 14. Administration — rules. The department shall:
(1} administer and enforce the provisions of (sections 1 through 14];
{2) cause to be prepared and distributed forms and information that may be necessary tc

administer the provisions of [sections 1 through 14]; and
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(3) adopt rules that may be necessary or appropriate to administer and enforce the provisions of

(sections 1 through 14].

Section 15. Eectrical géncration property tax reduction — reimbursement to local taxing
jurisdictions - statutory appropriation. (1) (a) The department shall calculate the amount of revenue lost
to each local taxing jurisdiction, using previous year mill levies, because of the reduction in the tax rate
from 12% to 6% applied to electrical generation facilities described in [section 271. The department shall
total the amounts for all taxing jurisdictions within the county tﬁat had electrical generation facilities on
January 1, 1997.

{b) The calculation must be based on the number of mills levied in each jurisdiction for the
previous tax year. The amount of the reimbursement is equal to the difference of the amount determined
by multiplying 12% of the assessed value of the electrical generation facilities described in [section 27]
in tax year 1999 in the local taxing jurisdiction by the previous tax year mill levy in the jurisdiction and -
the amount determined by multiplying 6% of the assessed value of the electrical generation facilities
described in [section 27] in the current tax year in the taxing jurisdiction by the previous tax year mill levy
in the jurisdiction.

(2) Each fiscal year, beginning in the fiscal year beginning July 1, 2000, the department shall
biannually remit to each county treasurer 50% of the amount of county property tax revenue lost because
of the rate reduction of electrical generation facilities from 12% to 6%, as determined under subsection
{1). The payment must be made on or before November 30 and May 31 of each fiscal year, as adjusted
by the result of dissolved or combined taxing jurisdictions, as provided for in subsection (5).

{3) Upon receipt of the reimbursement from the department, the county treasurer shall distribute
the reimbursement to éach taxing jurisdiction as calculated by the department.

(4) (a) For the purposes of this section and subject to subsection (5), "local taxing jurisdiction”
means a jurisdiction levying mills against electrical generation faaTmes and inciudes but is not limited to
8 county, city, consolidated county and city government, school district, community college dustnct tax
increment financing district, and miscellaneous taxing district. The term includes countywide mills levied
.for equalization of retirement under 20-3-501 or transportation under Title 20, chapter 10, part 1.

(b) The term does not include county or state school equalization levies provided for in 20-9-331,

Ty oo ind .9- HB 174
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20-9-333, and 20-9-360 or the 6-mill university levy. It also does not include any state levy for welfare
programs provided for in 53-2-813.

{3) The following apply to taxing jurisdictions that were altered after tax year 1999:

la) A taxing jurisdiction that existed in tax year 1999 and that no longer exists is rnot entitled 1o
reimbursement under this section.

(b) A rtaxing jurisdiction that existed in tax year 1999 and that is split into two or-more taxing
jurisdictions or that is annexed to or is consolidated with another“ taxing jurisdiction is entitled to
reimbursement based on the portion of 1999 taxable value within each new taxing jurisdiction. The
department shall determine the portion of 1399 taxable value located in each taxing jurisdiction.

- {c) A taxing jurisdiction that did not exist in tax year 2000 is not entitied to reimbursemant under
this section unless the jurisdiction was created as described in subsection (3}(b).
(6) The amounts necessary for the administration of this section are statutorily appropriated, as

provided in 17-7-502, from the general fund to reimburse eligible taxing jurisdictions for reductions in tax

rates on electrical generation facilities.

Section 16. Section 7-1-2111, MCA, is amended to read:

"7-1-2111. Classification of counties: (1) For the purpose of regulating the compensatior: znd
salaries of all county officers, not otherwise provided for, and for fixing thg penalties of officers’ bonds,
the counties of this state must be classified according to the taxable valuation of the property in the
counties upon which the tax levy is made, except for vehicles subject to taxation under 61-3-504, as
follows: '

(a) first class—-all counties having a taxable valuation of $50 million or more;

(b) second class—all counties having a taxéble valuation of $30 million or more and less than $50
million;

) third class--all counties having a taxable véluation of $20 million or more and less than $3C
million; .

{d) fourth class--all counties having a taxable valuation of $185 million or more and less than $2C

million;

(e} fifth class--all counties having a taxable valuation of $10 million or more and less than $15

L. (ative
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million;

(f) sixth class—all counties having a taxable valuation of $5 million or more and less than $10
million; |

(g) seventh class~—all counties having a taxable valuation of less than $5 million.

(2) As used in this section, “taxable valuation™ means the taxable value of taxable property in the
county as of the time of determination plus:

{a) that portion of the taxable value of the county on December 31, 1981, atwributable to
automobiles and trucks having a rated capacity of three-quarters of a to; or less;

(b) that portion of the taxable value of the county on December 31, 1989, attributable to
automobiles and trucks having a manufacturer’s rated capacity of more than three-quarters of a ton but
less than or equal to 1 ton;

(c) that portion of the taxable value of the county on December 31, 1997, attributable to buses,
trucks having a manufacturer’s rated capacity of more tﬁan 1 ton, and truck tractors;

(d) that portion of the taxable value of the county on December 31, 1937, attributable to trailers,
pole trailers, and semitrailers with a declared weight of less than 26,000 pounds;

(e) the value provided by the department of revenue under 15-36-324(13); and

(f) 50% of the taxable value in the county on December 31, 1999, attributable to electrical
generation property under 15-6-141; and

#}g} 6% of the taxable value of the county on January 1 of each tax year.”

Section 17. Section 7-7-107, MCA, is amended to read:
"7-7-107. LUimitation on amount of bonds for city-county consolidated units. (1) Except as
provided in 7-7-108, no a city-county consolidated local government may not issue boads for any purpose

wiveh that, with all outstanding indebtedness, mey-exceed exceed 39% of the taxable value of the

property therein in the local govemmén; subject to taxation, as ascertained by the last assessment for

state and county taxes, plus an additional 50% of the taxable value attributable to electrical generation
property under 15-6-141 within the local government for tax year 1999, muitiplied by 39%.

(2) The issuing of bonds for the purpose of funding or refunding outstanding warrants or bonds

is not the incurring. of a new or-additional indebtedness but is merely the changing of the evidence of

e s HB 174
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outstanding indebtedness.”

Section 18. Section 7-7-2101, MCA, is amended to read:

*7-7-2101. Limitation oh amount of county mdebtedness. (1) A county may not become indebted
in any manner or for any purpose in an amount, including existing indebtedness, in the aggregate
exceeding 23% of the totai of the taxable value of the property in the county subject to taxation; plus:

{(a) the value provided by the department of revenue in 15-36-324(13), as ascertained by the las:
assessment for state and county taxes—previous to the incurring of th: indebtedness;—piuss;

(b) an additional 50% of the taxable value attributable to electrical generation grogerty vnder
15-6-141 within the county for tax year 1999, multiplied by 23%; and

(¢} forindebred bt TR Sr 1997 ivional-+H%-oftt T

y it 6 1995 for-indebred oe-i et isda
1998 iditional-22%-of-4 hiaiins ot o b ;
+885and for indebtedness to be incurred during fiscal years 1999 through 2008, an additional 33% of
the taxable value of class eight property within the county for tax year 1995, incachcaseof-eclasssight
prepesy; muitiplied by 23%.

(2) A county may not incur indebtedness or liability for any single purpose to an amount
exceeding $500,000 without the approval of 2 majority of the electors of the county voting at an eiection
to be provided by law, except as provided in 7-7-2402, 7-21-3413, and 7-21-3414.

(3) This section does not apply to the acquisition of conservation easements 3s set forth in Title

76, chapter 6.7

Section 18. Section 7-7-2203, MCA, is amended to read: _

"7-7-2203. Limitation on amount of bonded indebtedness. (1) Except as provided in subsections
{2} through{4} and (3), a county may not issue general obligation bonds for any purpose that, with all
outstanding bonds and warrants except emergency bonds, will exceed 11.25% of the total of the taxable
value of the property in the countys plus;

{a) the value provided by the depamneht of revenue under 15-36-324(13), to be ascertained by

the last assessment for state and county taxes prior to the proposed issuance of bonds;-pius;;
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thc—-eeunty—fof-tax—reaH%S—m for general obligation bonds to be issued during fiscal years 1999
through 2008, an additional 33% of the taxable value of class eight property within the county for tax
year 1995, imreach-caseofcigas-eight-preperty; muitiplied by 11.25%; and

{c) an additional 50% of the taxable value attributable to electrical generation property under
15-6-141 within the county for tax year 1999, multiplied by 11.25%.

3H2) In addition to the bonds allowed by subseetiens subsection (1) and-{2}, a county may issue
bonds for the construction or improvement of a rait detention center that will not exceed 12.5% of the
taxable value o_f the property in the county sbbiect 10 taxation, plus the adjustments permitted by
FF-2+0+ subsection (1).

43{3} The limitation in subsection (1) does not apply 1o refunding bonds issued for the purpose
of paying or retiring county bonds lawfully issued prior to January 1, 1832, or to bonds issued for the

repayment of tax protests lost by the county.”

Section 20. Section 7-7-4201, MCA, is amended to read:

“7-7-4201. Limitation on amount of bonded indebtedness. (1) Except as otherwise provided, a
city or town may not issue bonds or incur other indebtedness for any purpose in an amount that with alil
outstanding and unpaid indebtedness will exceed 28% of the taxable vaiue of the property in the city or

town subject to taxation, to be ascertained by the last assessment for state and county taxes, plus::

(a) for-bonds—to—be-issved-or-other-indebtedness—to-be-ineurredduring—fiscel-yeor 1337-an
(e -13- ' HB 174
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or other indebtedness to be incurred during fiscal years 1999 through 2008, an additional 33% of *h2

taxable value of class eight property within the city or town for tax year 1995, imegchrcaseof cigsseight

preperty; multiplied by 28%;_and
(b) an additional 50% of the taxable value attributable to electrical generation property under

-

15-6-141 within the city or town for ta; year 1999, muliip_lied by 28%.

(2) The issuing of bonds for the purpose of funding or refunding outstanding warrants or bords
is not the incurring of a new or additional indebtedness but is merely the changing of the evidence of
outstanding indebtedness.

{3) The ﬁmitatioﬁ in subsection (1) does not apply to bonds issued for the repayment of tax

protests lost by the city or town.”

Section 21. Section 7-7-4202, MCA, is amended to read:

"7-7-4202. Special provisions relating to water and sewer systems. (1) Notwithstanding the
provisions of 7-7-4201, f;)r the purpose of constructing a sewer system, procuring a water supply, or
constructing or acquiring a water system for a city or town that owns and controls the water supply and
water system and devotes the revenue from the water supply and water sysiem to the payment of the
debt, a.city or town may incur an additional indebtedness by borrowing money or issuing bonds. -

(2) The additional total indebtedness that may be incusred by borrowing money or issuing bonds
for the construction of 2 sewer system, for the procurement of a water supply, or for both of the
purposes, including all indebtedness that is contracted and that is unpaid or outstanding, may not in the
aggregare exceed 55% overend-ebove of the 28%; debt limitation referred 1o in 7-7-4201; of the taxable
value of the property in the City or town subject to taxation, to be ascertained by the last assessment for
state and county taxes, plus;:
of-clesseight property-within-the-city-ortown-fortex-year 1395, fer-indebtednessto-be-incurred during
Gincat 1908 tditional-22%-of-4 bl el i TR
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for—tax—year—+395—and for indebtedness to be incurred during fiscal years 1999 through 2008, an
additional 33% of the taxable value of class eight property within the city or town for tax year 1995, in

 each-cese-of classeight-preperty: multiplied by 55%; and
(b) 2n_additional 50% 6f the taxable value attributable to electrical generation property under

15-6-141 within the city or town for tax year 1998, multiplied by 55%."

Section 22. Section 7-14-2524, MCA, is amended to read:

"7-14-2524. Limitation on amount of bonds issued - excess void. (1) Except as otherwise
provided in 7-7-2203, 7-7-2204, and this section, a county may not issue bonds that, with all outstanding
bonds and warrants except emergency bonds, will exceéd 11.25% of the total of the taxable value of the
property in the countys plus;

{a) the value provided by the department of revenue under 15-36-324(13). The taxable property
and the amount of taxes levied on new production, production from horizontaily completed wells, and
incremental production must be ascertained by the last assessment for state and county taxes prior to
the issuance of the bonds. |

(b) an additional S0% of the taxable value attributable to electrical generation property under
15-6-141 within the county for tax year 1999, muitiplied by 11.25%.

(2} A county may issue bonds that, with all outstanding bonds and warrants, will exceed 11.25%

but will not exceed 22.5% of the total of the taxable value of the property; plus an additional 50% of the
taxable value attributable to electrical generation property undec 15-6-141 within the county for tax year
1999, multiplied by the amount that exceeds 11.25% but does not exceed 22.5%, plus the value

provided by the department of revenue under 15-36-324(13) when necessary for the purpose of replacing,

rebuilding, or repairing county buildings, bridges, or highways that have been destroyed or damaged by
an act of God or by a disaster, catastrophe, or accident.

(3) The value of the bonds issued and all other outstanding indebtedness of the county may not
exceed 22.5% of the total of the taxable value of the property within the county, plus-the-value-provided
B g ter—15-36-3244435- b tr-tined " y

sssessment as adjusted in this section.”

(Ees” -15- ' HB 174
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Section 23. Section 7-14-2525, MCA, is amended to read:

"7-14-2525. Refunding agreements and refunding bonds authorized. (1) Whenever the total
indebtedness of a county exceeds 22.5% of the total of the faxable value of the property in the county,
pius-thevalue-provided-by-the-depertmentofrevenveunder-+5-36-324413} as adjusted in 7-14—2524, and

the board determines that the county is unable to pay the indebtedness in full, the board may:

(a) negotiate with the bondholders for an agreement under which the bonchclders agree to accept
less than the full amount of the bonds and the accrued unpaid interest in satisfaction of the bonds;

{b) enter into the agreement; ¥; -

{c) issue refunding bonds for the amount agreed upon.

{2) These bonds may be issued in more than one series, and each series may be either
amortization or serial bonds.

(3} The pian agreed upon between the board and the bondholders must be embodied in full in the

resolution providing for the issuance of the bonds.”

Section 24. Section 7-16-2327, MCA, is amended to read:

"7-16-2327. Indebtedness for park burposes. (1} Subject to the provisions of subsaction {2:, .
county park board, in addition to powers and duties now given under law, may contract an indebtednass
in behalf of a county, upon the credit of the county, in order to carry out its powers and duties.

(2) (a)} The total amount of indebtedness authorized to be contracted in any form, including the

then-existing indebtedness, may not at any time exceed 13% of the total of the taxable value of the

taxable property in the county, as ascertained by the last assessment for state and county taxes previous

to the incurring of the indebtedness, plus;
(i) the value provided by the department of revenue under 15-36-324(135—ascerteined-by-thelas:

; and

i) an _additional 50% of th xable value attributable to electrical generation pro under

15-6-141 within the county for tax yeac 1399, muitiplied by 13%.

{b) Money may not be borrowed on bonds issued for the purchase of lands and improving the lanc
for any purpose-until the proposition has been submitted to the vote of those qualified under the

provisions of the state constitution to vote at the election in the affected county and 3 majority vote is

%‘ -16- HB 174
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cast in favor of the bonds.”

Section 25. Section 7-16-4104, MCA, is amended to read:

“7-16-4104. Authorization for mmicépal indebtedness for various cultural, social, and recreational
pumose;. (1) A city or town council or commission may contract an indebtedness on behalf of the city
or town, upon the credit of the city or town, by borrowing money or issuing bonds:

{a) for the purpose of purchasing and improving lands for public parks and grouﬁds;

(b) for procuring by purchase, con;truction, or otherwise swimmi};g pool facilities, athletic fields,
skating rinks, playgrounds, museums, a golf course, a site and building for a civic center, a youth center,
or any combination of these facilities; and

(¢) for furnishing, equipping. repairing, or rehabilitating 2 swimming pool facility, athletic field,
skating rink, playground, museum, goif course, civic center, or youth center.

(2) The total amount of indebtedness authorized to be contracted in any form, including the
then-existing indebtedness, may not at any time exceed 16.5% of the taxable value of the taxable

property of the ¢ity or town, as ascertained by the last assessment for state and county taxes previous

to the incurring of the indebtedness, plus an additional 50% of the taxable value attributable tb electrical
generation prooerty under 15-6-141 within the city or town for tax year 1999, multiplied by 16.5%.

Money may not be borrowed for any purpose on bonds issued for the purchase of lands and improving

the land until the propaosition has been submitted to the vote of the qualified electors of the city or town

and a majority vote is cast in favor of the proposition.”

Section 26. Section 15-6-141, MCA, is amended to read:
“15-6-141. Class nine property — description — taxable percentage. (1) Class nine property

includes:
(a) centrally assessed allocations of an electric power compenies-eiocations company or centrally
assessed allocations of an electric pow:! ny that owns or operates transmission or distribution

facilities or both, including, if congress passes legislation that allows the state to tax property owned by
an agency created by congress to transmit or distribute electrical energy, allocations of properties

constructed, owned, or operated by a public agency created by the congress to transmit or distribute

"»\L?l;w -17 - HB 174
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electric energy produced at privately owned generating facilities, not including rural electric cooperatives.
However, rural electric cooperatives’ property used for the sole purpose of serving customers representing
less than 95% of the electric consumers located within the incorporated limits of a City or town of more
than 3,500 persons in which a centrally assessed electric power company also owns property is inciudad.
For purposes of this subsection (1}(a), “property used for the sole purpose® does rot include 2
headquarters, office, shop. or other similar facility.

{b) ailocations for centrally assessed natural gas companies having a major distribution svstem
in this state; and "% N '

(¢c) centrally assessed companies® allocations except:

(i) electricpowerendnaturelgescompanies® electrical generation facility property included ir:
class thirteen;

(ii) property owned by cooperative rural electric and cooperative rural telephone associations and
classified in class five; 3

(i} property owned by organizations providing telephone communications to rural areas and
classified in class seven;

{iv) railroad transportation property included in class twelve; and

(v) airline transportation property inciuded in class twelve.

(2) Class nine property is taxed at 12% of market value.”

Section 27. Class thirteen property ~ description — taxable percentage. (1) Except as provided
in subsections (2}{a} through (2)(d), class thirteen property includes:

(a) electrical generation facilities of a centrally assessed electric power company;

(b} electrical generation facilities owned or operated by an exempt wholesale generator or an
entity certified as an exempt wholesale generator pursuant to section 32 of the Public Utility Holding
Company Act of 1935, 15 U.S.C. 792-53; and .

(c} noncentrally assessed electrical generation facilities owned or operated by any electrica.
enekgy producer.

(2) Class thirteen property'does not include:

(a) property owned by cooperative rural electric cooperative associations classified under
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15-6-135;

(b) property owned by cooperative rural electric cooperative associations classified under
15-6-137;

{c) allocations of electric power company property under 15-6-141; énd

{d) electrical generation facilities included in another class of property.

(3) (a) For the purposes of this section, “electrical generation facilities™ means any combination
of a physically connected generator or generators, associated orimg_ movers, and other associated
property, including appurtenant land and improvements and personal property, that are normally operated
together to produce electric power. The term includes but is ndt limited to generating facilities that
produce electricity from coal-fired steam turbines, oil or gas turbines, or turbine generators that are driven
by falling water.

(b) The term does not include electrical generation facilities used for noncommercial purposes or
exclusively for agricultural purposes. '

{c) The term also does not include a qualifying small power production facility, as that term is
defined in 16 U.S.C. 796{17), that is owned and operated by a person not primarily engaged in the
generation or sale of electricity other than electric power from a small power production facility and
classified under 15-6-134 and 15-6-138.

(4) Class thirteen property is taxed at 6% of its market value.

Section 28. Section 15-561-102, MCA, is amended to read:

"15-51-102. Payment of tax -- not-to may be set-out itemized on customers’ bills. The license
tax sheft must be remitted with the statement and paid on or before the 30th day of the month after each
calendar quarter. No A customer's bill; or statement;-er-sccount-rendered-or giverreny-customer-by-any

L ” ot} 23 ehis-c} het . L
smount-on-gccount-or-by-reesen—ef-theficensetax—imposed-by-this-chapter may contain an itemized
amount of the tax imposed by 15-51-101."

Section 29. Section 17-7-502; MCA, is amended to read:
“17-7-502. (Temporary) Statutory appropriations — definition - requisites for vafidity. (1) A

-\\;lgz‘ ‘ -19- HB 174
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statutory appropriation is an appropriation made by permanent law that aut!'\orizes spending by a state
agency without the need for a bienhial legislative appropriation or budget amendment.

(2) Except as provided in subsection (4), to be effective, a statutory appropriation must comply
with both of the following provisions:

{a) The law containing the statutory authority must be listed in subsection {3).

(b) The law or portion of the law making a statutory appropriation must specifically state that =
statutory appropriation is$ made as provided in this section. i

(3) The following laws are the o—nly laws containing statutory a;propriations: 2-17-105; 3-5-901:;
5-13-403; 10-3-203; 10-3-310; 10-3-312; 10-3-314; 10-4-301; 15-1-111; [section 15]: 15-23-706;
15-30-195; 15-31-702; 15-36-324; 15-36-325; 15-37-117; 15-38-202; 15-65-121; 15-70-101; 16-1-404;
16-1-406; 16-1-411; 16-11-308; 17-3-106; 17-3-212; 17-3-222; 17-6-101; 17-7-3G4; 18-11-113;
19-3-319; 19-6-709; 19-9-702; 19-13-604; 19-17-301; 19-18-512; 19-19-305; 139-19-506; 20-8-107;
20-8-111; 20-26-1503: 22-3-1004; 23-5-136; 23-5-306; 23-5-409; 23-5-610; 23-5-612; 23-5-631;
23-7-301; 23-7-402; 37-43-204; 37-51-501; 39-71-503; 39-71-907; 39-71-2321; 42-2-105; 44-12-206;
44-13-102; 50-4-623; 53-6-703; 53-24-206; 67-3-205; 75-1-1101; 75-5-11C8; 75-6-214; 75-11-313;
77-1-131; 80-2-103; 80-2-222; 80-4-416; 81-5-111; 82-11-161; 85-20-402; 87-1-513; S0-3-3Ci;
90-4-215; 90-6-331; and 90-9-306.

(4) There is a statutory appropriation to pay the principal, interest, premiums, and costs of
issuing, paying, and securing all bonds, notes, or other obligations, as due, that have been authorized and
issued pursuant to the laws of Montana. Agencies that have entered into agreements authorized by the
laws of Montana to pay the state treasurer, for deposit in accordance with 17-2-101 through 17-2-107,
as determined by the state treasurer, an amount sufficient to pay the principal and interest as due on the
bonds or notes have statutory appropriation authority for the payments. (In subsection (3): pursuant to
sec. 7, Ch. 567( L. 1991, the inclusion of 19-6-709 terminates upon death of last recipient eligible for
supplemental benefit; pursuant to sec. 7{2), Ch. 29, L. 1995, the inclusion of 15-30-195 terminates Juh(
1, 2001; pursuant to sec. 5, Ch. 461, L. 1997, the inclusion of 77-1-131 terminates October 1, 2003;
and pursuant to secs. 13, 16(1), Ch. 549, L. 1997, the inclusion of 30-3-301 terminates July 1, 1998.)

17-7-502. (Effective July 1, 2008) Statutory appropriations -- definition — requisites for validity.

(1) A statutory appropriation is an appropriation made by permanent law that authorizes spending by a

}?;:' -20- HB 174
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state agency without the need for a biennial legislative appropriation or budget amendment.'

(2) Except as provided in subsection (4), to be effective, a statutory appropriation must comply
with both of the following provisions:

(a) The laQ containing the statutory authority must be listed in subsection (3).

{b) The law or portion of the law making a statutory appropriation must specifically state that a
statutory appropriation is made as provided in this section.

(3) The following laws are the only laws containing statutory appropriations: 2-17-105; 3-5-901 ;'
5-13-403; 10-3-203; 10-3-310; 10-3-312; 10-3-314; 10-4-301; [section 151'; 15-23-706; 15-30-195;
15-31-702; 15-36-324; 15-36-325; 15-37-117; 15-38-202; 15-65-121; 15-70-101; 16-1-404; [16-1-406;]
16-1-411; 16-11-308; 17-3-106: 17-3-212; 17-3-222; 17-5-404; 17-5-804; 17-6-101; 17-7-304;
18-11-112; 19-3-319; 19-6-709; 19-9-702; 19-13-604; 19-17-301; 19-18-512; 19-19-205; 19-19-305;
19-19-506; 20-8-107; 20-9-361: 20-26-1503; 22-3-1004; 23-5-136; 23-5-306; 23-5-409; 23-5-610;
23-5-612; 23-5-631; 23-7-301; 23-7-402; 32-1-537; 37-43-204; 37-51-501; 39-71-503; 39-71-907;
39-71-2321; 42-2-105: 44-12-206; 44-13-102; 50-4-623; 50-5-232; 50-40-206; 53-6-150; 53-6-703;
53-24-206; 60-2-220; 67-3-205; 75-1-1101; 75-5-1108; 75-6-214; 75-5-1108; 75-6-214; 75-11-313;
77-1-505; 80-2-103; 80-2-222; 80-4-416; 81-5-111; 82-11-136; 82-11-161; 85-1-220; 85-20-402;
87-1-513; 90-4-215; 90-6-331; 90-7-220; 90-7-221; and 90-9-306.

(4) There is 3 statutory appropriation to pay the principal, interest, premiums, and costs of
issting, paying, and securing all bonds, notes, or other obligations, as due, that have been authorized and
issued pursuant to the laws of Montana. Agencies that have entered into agreements authorized by the
laws of Montana t0 pa.y the state treasurer, for deposit in accordance with 17-2-101 through 17-2-107,
as determined by the state treasurer, an amount sufficient to pay the principal and interest as due on the
bonds or rotes have statutory appropriation authority for the payments. (In subsection (3): pursuant to
sec. 7, Ch. 567, L. 1991, the inclusion of 19-6-709 terminates upon death of last recipient eligible for -
swplémental benefit; and pursuant to sec. 68(2), Ch. 422, L. 1997, this version becomes effective July

1, 2008.)"

Section 30. Section 20-9-406, MCA, is amended to read:
"20-3-406. Limitations on amount of bond issue. (1) (2) Except as provided in subsection tHi{e}

q\ﬁf""gn -21- HB 174
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{1){d), the maximum amount for which an elementary district or.a high school district may become
indebted by the issuance of bonds, including all indebtedness represented by outstanding bonds of
previous issues and registered warrants, is 45% of the taxable value of the property subject to taxation,

1o be ascertained by the last-completed assessment for state, county, and schoaol taxes previous to the

incurring of the indebtedness, plusy;

bonds to be issued during fiscal years 1999 through 2008, an additional 33% of the taxablz value of class
eight property within the district for tax year 1995, imeach-—caseof-classeightpropesty; multiplizd by
45%; and ,

(i) an additional 50% of the taxable value attributable to electrical generation property under

15-6-141 within the district for tax year 1999, muitiplied by 45%.

({b) Except as provided in subsection +H+et (1)(d), the maximum amount far which a K-12 school
district, as formed pursuant to 20-6-701, may become indebted by the issuan_cg of bonds, including all
indebtedness represented by outstanding bonds of previ0us' issues and registered warrants, is up to 9%
of the taxable value of the property subject to taxation, to be ascertained by the last-completed
assessment for state, county, and school taxes previous to the incurring of the indebtedness, plus;:

- hiiha it 10954 ; be-i Y 398,
cional-229%-of-t i e et bin-Ahorafibbriesd $995,-and for
- bonds to be issued during fiscal years 1999 through 2008, an additional 33% of the taxable value of class
eight property within the district for tax year 1995, ineach-case-of-ciass-eighe-property; multiplied by
90%; and
{ii) an additional 50% of the taxable value attributable to electrical generation property under

15-6-141 within the district for tax year 1999, multiplied by 90%.

{c) The total indebtedness of the high school district with an attached elementary district must
be limited to the sum of 45% of the taxable value of the property for elementary school program purpcses
and 45% of the taxable value of the property for high school program purposes, adjusted as provided in

; Division :: -22- MB 174
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this section. '

{e3(d) (i) The maximum amount for which an elementary district or a high school district with a
district miil value per elementary ANB or per high school ANB that is less than the corresponding
statewide mill value per elementary ANB or per high school ANB may become indebted by the issuance
of bonds, including all indebtedness represented by outstanding bonds of previous issues and registered
warrants. is 45% of the corresponding statewide mill value per ANB times 1,000 times the ANB of the
district. For a K-12 district, the maximum amount for which the district may become indebted is 45% of
the sum of the statewide mill value per él-ementary ANB timés 1,000 ﬁ;;xes the elementary ANB of the
district and the statewide mill value per high school ANB times 1,000 times the high school ANB of the
district.

(ii) If mutually agreed upon by the affected districts, for the purpose of calculating its maximum
bonded indebtedness under this subsection e} (1)(d), a district may inciude the ANB of the district plus
the number of students residing within the district for which the district or county pays tuition for
attendance at a school in an adjacent district. The receiving district. may not use out-of-district ANB for
the purpose of calculating its maximum indebtedness if the out-of-district ANB has been included in the
ANB of the sending district pursuant to the mutual agreement.

{Z) The maximum amounts determined in subsection (1), however, may not pertain to
indebtedness imposed by special improvement district obligations or assessments against the school
district or 1o bonds issued for the repayment of tax protests lost by the district. All bonds issued in excess
of the amount are void, except as provided in this section.

{3) When the totat indebtedness of a school district has reached the limitations prescribed in this
section, the school district may pay all reasonable and necessary expenses of the school district on a cash
basis in accardance with the financial administration provisions of this chapter.

{4) Whenever bonds are issued for the purpose of refunding bonds, any money to the credit of
the debrt service fund for the payment of the bands to be refunded is applied toward the payment of the

bonds and the refunding bond issue is decreased accordingly.”

Section 31. Sectiop 69-8-211, MCA, is amended to read:
"69-8-211. Public utilities -- transition costs and charges — rate moratorium. (1) Subject to the

\w -23- HB 174
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provisions of this section, the commission shall allow recovery of the following categories of transition
costs:

(a) the unmitigable costs of qualifying facility contracts, including reasonable buyout or buydown
costs, for which the contract price of éeneration is above the market price for generation;

(b) the unmitigable costs of energy supply-related regulatory assets and deferred charges that

. exist because of current regulatory practices and that can be accounted for up 10 the effective daze of
the commission’s final order regarding a public utility's transition plan, including costs, expenses, and
reasonable fees related to issuing of transition bonds; 3

(¢c) the unmitigable transition costs related to public utility-owned generation and other power
purchase contracts, except that recovery of those costs is limited to the amount accruing during the first
4 years after the commission enters an order pursuant to 63-8-202(3); and

(d) other transition costs as may qualify for recovery under this section.

(2) Transition costs as determined by the commission upon an affirmative showing by a public
utility must meet the following requirements:

(a) Transition costs must reflect ali reasonable mitigation by the public utility, including but not
limited to good faith efforts to renegotiate contracts, buying out or buying down ccniracis, et
refinancing through transition bonds.

(b) The value of all generation-related assets and liabilities and electricity supply costs must ke
reasonably demonstrable and must be considered on a net basis, and methods for determining value must
include but aré not limited to:

(i} eétimating future market values of electricity and ancillary services provided by the assets;

(i7) appraisal by independent third-party professionals; or

(iii} a competitive bid sale. .

(c) Investments and power purchase contracts must have been previously allowed in rates or, if
not previously in rates, must be determined to be used and useful to ratepayers in connection with the
commission’s approval of the utility’s transition plan.’

(d) Unless otherwise provided for in this chapter, onl'y costs related to existing investments and
power purchase contracts identified in subsection (2){c) and costs arising from those investments ancé

power purchase contracts may be included as transition costs.

Fl\\;me ¢ -24 - HB 174
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(3) (al On commission approval of the amount of a public utility’s transition costs, those costs
must be recovered through the imposition of a transition charge.
(b} A transition charge may not be collected from customers for:
_{i) new or additional loads of 1,000 kilowatts or greater that were first served by the public utility
afrer becember 31, 1996: or

(i} loads served by that customer's own generation.

(c) Subject to commission approval, a utility and a customer may agree to alter the customer's

transition charge payment scbedule. Public utilities may file with the commiission tariffs for electric service
rates that foster economic development or retention of existing customers within the state, including
generally available rate schedules. Transition bharges are the only charges that may be imposed upon a
customer class to recover transition costs under this sécrion. A separate exit fee may not be charged.

{4) Transition charges must be imposed within a transition cost recovery period approved by the
commission on a case-by-case basis. Except for transition costs recovered under subsection (1)(c),
categories of transition costs may have varying transition cost recovery periods.

(S} Approval of transition costs and collection of those transition costs through transition charges
is a settlement of all transition costs claims by a public utility. A public utility seeking to recover transition
costs through any means not authorized by this chapter may not collect transition charges with respect
to these transition COSts.

(6) Except as provided in subsection (7), public utilities shall implement a rate moratorium during
the transition periad as follows: "

{a) From July 1, 1998, through June 30, 2000, public utilities may not ct;arge rates higher than
those rates in effect on July 1, 1998.

(b) From July 1, 2000, through June 30, 2002, and only for those customers subject to the
provisions of 63-8-201(1){b), public utilities may not increase that increment of rates normally allocated
to electric supply-related costs above the increment associated with electric supply-related costs reflected
in rates in effect on July 1, 1998. Beginning on July 1, 2000, public utilities may propose increases to
those increments of rates normaily allocated to transmission and distribution costs.

(7} Excepted from the provisions of subsection (6) are:

(a) increased costs related to universal system benefits programs greater than those currently in

(‘;‘m' -25- HB 174
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rates, including the treatment of universal system benefits program costs as an expense;

(b) increased costs necessary to implement full customer choice, including but not limited o
metering, billing, and technology. Those costs must be recovered from the customers on whose behalf
the increased costs are incurred.

{c) subject to commission approval, an extraordinary event resulting in either:

(i) a 4% annual revenue requirement increase from July 1, 1998, through June 30, 2000; or

(i) an 8% power supply-refated annual revenue requirement increase from July 1, 2000, thrcugh
June 30, 2002; - aibd A
(d) portions—of the increase or decrease in the annual state and local property tax expense thax
l ; i ; i vinaiihesiad itlant "
inflats he-i l it b bkl " ¥ :

has occurred since May 2, 1997.

{8) Notwithstanding subsections (6) and (7), during the transition period, public utiiities may not
charge rates or collect costs that include costs reallocated to transition costs at 2 level higher than the
public utility_ would reasonably expect to recover in rates had the current regulatory system remained
intact. |

(9) Public utilities shall apply savings resulting under 63-8-503 toward the rate moratorium
pursuant to subsection (6).

(10) During the 4-year transition period, public utilities may accelerate the amortization of
accumulated deferred investment tax credits associated with transmission, distribution, and the general
plant as an adjustment to earnings if electric earnings fall below 9.5% earned return on average equity.
The public utility may include the flow through of investment tax credits so that the public utility's earned
returm on equity is maintained at 9.5%. Accumulated deferred investment tax credits amortized under this
sdbsection may not be reflected in operating income for ratemaking purposes.

(11) The commission shall issue the accounting orders necessary to align rate moratorium timing

and requirements to actual transition bonds savings.”

Section 32. Codification instruction. (1) [Sections 1 through 14] are intended to be codified as
an integral part of Title 15, and the provisions of Title 15 apply to [sections 1 through 14].

v ol © .28- HB 174
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(2) (Section 15] is intended to be codified as an integral part of Title 15, chapter 1, part 1, and
the provisions of Title 15, chapter 1, part 1, apply to [section 15].
(3} [Section 27] is intended to be codified as an integral part of Title 15, chapter 6, part 1, and

the provisions of Title 15, chapter 6, part 1, apply to (section 271.

Section 33. Coordination instruction. If House Bill No. 132 is not passed and approved then:

(1) the bracketed language referring to unpaid taxes in [section 13(2)(a) of this acrl is void and
the phrase “delinquent taxes”™ must be inserted; and ' .
(2) [sections 9 and 11 of this act] must read as follows:

“NEW SECTION. Section 9. Penaities and interest for violation. (1) (a) If 2 person, without

purposely or knowingly violating any requirement im_posed by [sections 1 through 14], fails to file a retum
and pay the tax on or before the due date, there must be imposéd a penalty of 5% of the balance of debt
unpaid with respect to the return as of the date due, but the penalty for failure to file a return by its due
date may not be less than $20. The department may abate the penalty if the person establishes that the
failure to file on time was due to reasonable cause and was not due to neglect by the taxpayer.

(b) If a person, without purposely or knowingly violating any requirement ﬁmposed by [sections
1 through 14], fails to pay a debt on or before the due date, there must be added to the debt a penaity
of 10% of the debt, but not less than $20, and interest must accrue on the debt at a rate of 1% for each
month or fraction of a month for the entire period that the debt remains unpaid. The department may
abate the penalty if the person establishes that the failure 1o pay was due to reasonable cause and was
not due to neglect by the taxpayer. The department shall adopt rules that define reasonable cause.

(2) If a person purposely or knowingly violates any requirement imposed by [sections 1 thro.ugi.t
14j by failing to file a return or to pay a debt, there must be added to the debt an édditional amount equal
to 25% of the debt, but not less than $50, and interest at 1% for each month or fraction of a month
during which the debt remains unpaid.”

"NEW SECTION. Section 11. Interest on deficiency — penalty. (1) Interest accrues on unpaid or

delinquent taxes at the rate of 1% for each month or fraction of a month during which the taxes remain
unpaid. The interest must be computed from the date on which the return and tax were originaily due.

(2) If the payment of a tax deficiency is not made within 60 days after it is due and payable and

\\-m.. -27- HB 174
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if the deficiency is due io negligence on the part of the taxpayer but without fraud, there must be added

to the amount of the deficiency a penalty of 10% of the tax, but in no case less than $25.7

Section 34. Coordination instruction. If House Bill No. 128 and [this actl are both passed anc
approved, then:

(1) (section 35] of House Bill No. 128, relating to the creation of class thirteen property, is void;
and

(2) [section 27 of this act] must read as follows:

- "NEW SECTION. Section 27. Class thirteen property — description — taxable percentage. (1)
Except as provided in subsections (2)(a) through (2)(f), class thirteen property includes:

{a) electrical generation facilities of a centrally assessed electric power company;

(b} electrical generation facilities owned or operated by an exempt wholesale generator or an
entity certified as an exempt wholesale generator pursuant to section 32 of the Public Utility Holding
Company Act of 1935, 15 U.S.C. 79z-5a;

(c) non;entrally assessed electrical generation facilities owned or operated by any electrical
energy producer; and

(d} allocations of centrally assessed telecommunications services companies.

(2) Class thirteen property does not include:

{a) property owned by cooperative rural electric cooperative associations classified under
15-6-135; .

(b) property owned by cooperative rural electric cooperative associations classified under
15-6-137;

{c) allocations of electric power company property under 15-6-141;

(d) electrical generation facilities included in another class of property;

(e) property owned by cooperative rural telephone associations and classified in class five; and

(f} property owned by organizations providing telecommunications services and classifieﬁ in class
five.

{3) (a)} For the purposes of this section, “electrical generation facilities™ means any combination

of a physically connected generator or generators, associated prime movers, and other associated
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property, inciuding appurtenant land and improvements and personal propérty, that are normally operatéed
together to produce electric power. The term includes but is not limited to generating facilities that
produce electricity from coal-fired steam turbines, oil or gas turbines, or turbine generators that are driven
by falling water.

{b} The term does not include electrical generation facilities used for noncommercial purposes or
exclusively for agricultural purposes.

(c) The term aiso does not include a qualifying small power production facility, as that term is
defined in 16 U.S.C. 796(17), that is owned and operated by 2 pefson not primarily engaged in the
generation or sale of electricity other than electric power from a small power production facility and
classified under 15-6-134 and 15-6-138.

(4) Class thirteen property is taxed at 6% of its market value.”

Section 35. Coordination instruction. If House Bill No. 128 and (this act] are both passed and
approved, then:
(1) [section 44] of House Bill No. 128 is void; and
(2) [section 42] of House Bill No. 128 must read as follows:
“NEW SECTION. Section 42. Effective dates. (1) Except as provided in subsection (2), [this act]
is effective January 1, 2000. 4
{2) For the purposes of promulgating administrative rules under [section 17], [section 17] and this

section are effective on passage and approval.®

Section 36. Saving clause. [This act] does not affect rights and duties that matured, penalties

that were incurred, or proceedings that were begun before [the effective date of this actl].

Section 37. Severability. If 3 part of [this actl is invalid, all valid parts that are severable from the
invalid part remain in effect. If a part of [this actl is invalid in one or more of its applications, the part

remains in effect in all valid applications that are severable from the invalid applications.

Section 38. Effective dates. (1) Except as provided in subsection (2), [this act] is effective

w - 49 - HB 174
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January 1, 2000.
(2) For the purposes of promulgating administrative rules under [section 141, [section 14 and this

section] are effective on passage and approval.

Section 39. Applicability. (1) [Sections 1 through 14, 26 through 29, and 31] apply 1o tax years
beginning after December 31, 1999. 4
| (2) [Sections 15 through 25 and 30I apply to fiscal years beginning after June 30, 2000.

S

Section 40. Termination. [Section 4(3)(e)] terminates January 1, 2003.
-END -

U o o 17



