REPLACEMENT TAX FOR COGENERATION FACILITIES
Prior Law______________________________________________
Iowa Code chapter 437A imposes a replacement tax on electric companies, natural gas companies, electric cooperatives, and municipal utilities in lieu of property taxes.  The replacement tax helps to level the competitive playing field by imposing like generation, transmission, and delivery taxes on similarly situated competitors who generate, transmit, or deliver electricity or natural gas in the same competitive service area.  A cogeneration facility is currently defined to mean a facility with a capacity of 200 megawatts or less that uses the same energy source for the sequential generation of electrical or mechanical power in combination with steam, heat, or other forms of useful energy and, except for ownership, meets specified federal criteria.
New Provisions_________________________________________
Senate File 2373 adds a definition of new cogeneration facility which conforms to the existing definition, but without a limitation on the generation capacity.  The new definition is applicable to a facility which is first placed into service on or after January 1, 2009, or to a facility in service prior to January 1, 2009, which first became subject to the replacement generation tax on or after January 1, 2009.
Using the new definition, the legislation provides a means to allocate a new cogeneration facility’s assessed value between locally-assessed property and property that is subject to the replacement tax.  The legislation goes on to allow the new cogeneration facility to take a property tax credit equal to the value of the portion of property subject to the replacement tax. Finally, provisions relating to the determination of the natural gas delivery rate applicable to new electric power generating plants are modified to include a new cogeneration facility.  Code section 437A.18 is also amended to apply the statewide property tax to the property of a new cogeneration facility.

In addition, Senate File 2373 does the following:

· Amends the definition of an electric power generating plant to state that a plant may be owned by or leased to "any other taxpayer" in addition to an electric company, electric cooperative or municipal utility;
· Provides a mechanism for refunding or crediting excess replacement taxes, penalties, and interest paid into the property tax relief fund established in Code section 426B.1 by a new electric power generating plant.  The director of revenue has sole discretion regarding whether a refund will be paid or a credit granted;
· Extends the life of the utility replacement tax task force for an additional three years to continue studying the effects of the replacement tax on local taxing authorities, local taxing districts, consumers, and taxpayers.  The committee is now authorized through January 1, 2013;  
· Requires taxpayers to report to the director any gas or transmission property that has been acquired at a cost of more than $1 million and disposed of in the preceding calendar year; and
· Provides that the calculations to determine and report the taxable value of property subject to the replacement tax use the current fiscal year’s consolidated taxing district rate rather than the prior fiscal year’s rate. 
Sections Amended_______________________________________
Sections 1 - 3 of Senate File 2373 amend section 437A.3, Code Supplement 2009. Section 4 amends section 437A.5, Code 2009; section 5 amends section 437A.8, subsection 4, paragraph d, Code 2009, by adding a new unnumbered paragraph; section 6 amends section 437A.15, subsection 7, paragraph b, Code Supplement 2009; section 7 adds new section 437A.16A; section 8 amends section 437A.18, Code 2009; section 9 amends section 437A.19, subsection 1, paragraph a, Code Supplement 209, by adding a new subparagraph; section 10 amends section 437A.19, subsection 2, paragraph e, Code Supplement 2009; and section 11 provides an effective date and retroactive applicability for the legislation.
Effective Date_________________________________________
April 23, 2010.  Applies retroactively to tax years beginning on or after January 1, 2010.
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