KILOWATT HOUR TAX

Thekilowatt-hour tax, anditscompani on sel f-assessor
option tax, was created by Sub. SB 3 (123" General
Assembly) aspart of el ectricutility de-regulation. This
tax, effectiveMay 1, 2001, replacesthepublicutility
excisetax onelectricandrural el ectriccompaniesand
thetax lossesfromthereductioninelectricandrural
€l ectrictangiblepersonal property tax assessment rates.

Thekilowatt-hour tax islevied onelectricdistribution
companieswithend-usersinthisstate. Itisbasedona
decliningthree-tieredblock of kil owatt-hour consump-
tion of each individual end-user of electricity. For
certainlargeconsumersof e ectricity, thereexistsaself-
assessor optiontax. Thistaxispartially basedonprice
and partially based on consumption. Companiesthat
previously provided both el ectric and natural gas(or
other utility) service must separate out the electric
operationsfromtheother servicesthey provide.

Thetaxispaidmonthly. Thefirst payment wasinJune
2001 andwasbased uponMay 2001 liability. There-
fore, only one-month’ srevenuewasreceivedduring FY
2001.

Amended Sub. SB 287 (123 Genera Assembly)
madesevera changestothetax priortoitstakingeffect.
Firgt, it lowered the threshold to qualify as a self-
assessor and“ capped” theconsumption portionof the
self-assessor tax. It providedthat theexempt qualified
end-userswill remittax onthenon-qualified portion of
theel ectricity consumption. Anexemptionwasenacted
forqualifiedre-generationfacilities. Italsoallowsfor
bus nessestodecl arethat they will haveenoughel ectric-
ity consumptionintheupcomingyear sothey may self-
assess, witharecapturetax if that businessfail stomeet
theself-assessor threshold. Thebill alsocontaineda
provisionthatif aself-assessorisserved by amunicipal
electricutility andislocatedwithinthat municipdity, the
tax will beremittedtothat municipality.

House Bill 94 (124" General Assembly) also made
severa changestothetax. First,itmadeaclarification
tothe*cap” on the consumption portion of the self-
assessor option tax that was enacted under Sub. SB
287. Itasoclarifiedtheannual application processfor
the self-assessor option. Several administrativeand
technical correctionswerea somadetothemethodol -
ogy of theschool district property tax replacement fund
andthel ocal government property tax replacement fund
operations. HouseBill 94a so*froze’ thelocal govern-

ment fundandthel ocal government revenueass stance
funds. Ingeneral, thesefundswerefrozenat their FY
2001 level for the FY 2002 and FY 2003 monthly
distribution. However, sincethekil owatt-hour tax was
notineffectforthewholeof FY 2001, therewill beno
distributions from the revenueto either of thesetwo
funds.

TAX BASE (R.C.5727.81):
Thekil owatt-hour tax hastwo bases.

1. Forend-usersbelow45millionkilowatt-hoursof
annual consumptionthebaseisontheamount of
kilowatt-hoursdistributedtothem per month.

2. Forend-usersabove45millionkilowatt-hoursof
annual consumption who opt to self-assessthe
baseispartially based onthenumber of kilowatt-
hoursdistributedtothem per monthandpartially
onthetotal price per month. Theconsumption
portion of thisoption is capped at the first 504
millionkilowatt-hoursdistributed totheend-user
annudly.

EXEMPTIONS AND DEDUCTIONS (R.C.
5727.80, 5727.81):

1. Exemptend-usersof eectricity:

a. Federa government

b. End-userslocatedat afedera facility that uses
electricity toprocessuranium

c. The qualified use of electricity used by a
qudifiedend-user

d. Qudifiedre-generaionfacilities

CREDITS:

Thereareno creditsapplicabletothistax.
RATES(R.C.5727.81):

1. Electricdistributioncompaniespay ratesbasedon

themonthly consumptionby eachend-user, usngthe
followingschedule:
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Monthly Kilowatt-Hours
Distributedtothe Rateper
End-User Kilowatt-Hour
0-2,000kilowatt-hours $0.00465
2,001-15,000kilowatt-hours $0.00419
Over 15,001 kilowatt-hours $0.00363

2. Forend-usersabove45millionkilowatt-hoursin
annual consumption, thereisanoptiontosalf assess
thetax. Thisself-assessor tax iscal culated asthe
sumof 4%of thetota priceplusO.75millsonthefirst
504 millionkilowatt-hoursof annual consumption.

FILINGANDPAYMENT DATES(R.C.5727.82):

For kilowatt-hour and self-assessor taxpayers, the
filing dateisthe twentieth day of each month. The
paymentwill reflecttheamount of € ectricity distributed
totheend-usersduringthepreceding month.

Anannua applicationfor registrationasasel f-assessing
purchaser shall bemadefor each qualifying meter or
locationonaform prescribed by thetax commissioner.
Theregistrationyear beginsonthefirstday of May and
endsonthefollowingthirtiethday of April. Personsmay
apply after thefirst day of May for theremainder of the
registrationyesr.

DISPOSITION OF REVENUE (R.C.5727.84):

Fund Per centage
1) Generd RevenueFund 59.976%
2) Loca Government Fund® 2.646
3) Loca Government Revenue
AssstanceFund 0.378
4) School District Property
Tax Replacement Fund 25.900
5) Loca Government Property
TaxReplacement Fund 11.100
Tota Digtribution 100.000%

MHouseBill 94 (124" General Assembly) temporarily“ froze”

the Local Government and Local Gover nment Revenue Assis-
tance Funds (See the Local Government Funds section). In
general, thefundsarefrozenat their FY 2001 |evel for FY 2002
and FY 2003. Sincethekilowatt-hour tax wasin effect for only
one-month of FYY 2001, no distributionsto those two fundswill
be made during the FY 2002 and FY 2003 period fromthe tax.

OHIOREVISED CODECITATIONS:
Chapter 5727
RECENTLEGISLATION:

House Bill 94; Effective September 6, 2001 (Bien-
nial Budget Bill).

R.C.5727.81,5727.82, et al. —Effective January 1,
2003. Transfersfunctionspreviously assignedtothe
Treasurer of State(parti cularly tax payment functions)
totheTax Commissioner.

R.C.5727.81—Clarifiesthecap ontheconsumption
portionof thesdl f-assessortax. Also, clarifiestheannual
application processfor thesel f-assessors.

R.C.5727.84-5727.87—Providesfor several technica
and administrative changes to the method of school
district property tax replacement andlocal government
property tax replacement fund operations.

Section 140 (Temporary Law) — Provides for a
temporary freezeonthedistributionsof thelocal gov-
ernmentandloca government revenueass stancefunds.
No kilowatt-hour tax revenueisto be distributed to
thesefundsduring FY 2002 and FY 2003.

Am. Sub. Senate Bill 287, Effective December 21,
2000.

R.C. 5727.81 —Lowered the self-assessor threshold
from 120 millionkilowatt-hoursof annua consumption
to45millionkilowatt-hours. Cappedtheconsumption
portion of thesel f-assessor tax formulaat 504 million
kilowatt-hoursof annual consumption. Allowsbusi-
nessestodeclarethat they will haveenoughe ectricity
consumptioninthe upcoming year sothey may self-
assess. Providesfor a“re-capture” tax if thetaxpayer
failstomeet thesel f-assessor threshol d.



R.C.5727.81and 5727.82—Providesthat the quali-
fiedend-user will remittax (either asasel f-assessor or
viaitselectricity distributor under thekil owatt-hour tax)
onthenon-qualified portionof their e ectricity consump-
tion.

R.C.5727.81—Providesfor anexemptionfromthetax
forqudifiedre-generationfacilities.

R.C. 5727.81 — If a self-assessor is served by a
muni cipal e ectriccompany andiswithinthemunicipal
boundary, thetaxpayer will remitthesel f-assessortax to
themunicipdlity.

Kilowatt Hour Tax

R.C.5727.81—Requiresthat el ectricdistributioncom-
panies” un-bundle’ thechargesfor dectricity fromother
servicesprovidedfor self-assessor tax purposes.

Substitute Senate Bill 3, Effective October 5, 1999
(Electric Restructuring Bill).
R.C.5727.38—Amongthemany provisionsof thishill,
removesel ectricandrural el ectriccompaniesfromthe
public utility excisetax effectivewiththe June 2001
payment.

R.C. 5727.80 — 5727.99 — Effective May 1, 2001.
Thekil owatt-hour tax enacted.

Table 45
Kilowatt-Hour Tax Collections and Distributions for FY 2001*
(inmillions)
Loca School District L ocal Government
Fisca Total State Loca Government Revenue Property Tax Property Tax
Yexr  Collections Genera Revenue Government Fund Replacement Fund Assistance Fund  Replacement Fund
2001 $38,026,260  $22,806,630 $1,006,175 $143,739 $9,848,801 $4,220,915

@ Thistax was in effect starting May 1, 2001. Only one months' collection occured in FY 2001.
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