KILOWATT HOUR TAX

Thekilowatt-hour tax, and its companion self-assessor
option tax, was created by Sub. SB 3 (123" General
Assembly) as partof electric utility de-regulation. This
tax, effective May 1, 2001, replaces the public utility
excisetax onelectricand rural electriccompaniesand
the tax losses from the reduction in electric and rural
electrictangible personal property tax assessment rates.

Thekilowatt-hour tax is levied onelectric distribution
companieswithend-usersinthisstate. Itisbasedona
decliningthree-tiered block of kilowatt-hour consump-
tion of each individual end-user of electricity. For
certain large consumersof electricity, there existsaself-
assessoroptiontax. Thistaxispartially based on price
and partially based on consumption. Companies that
previously provided both electric and natural gas (or
other utility) service must separate out the electric
operations fromthe other servicesthey provide.

Thetax ispaid monthly. ThefirstpaymentwasinJune
2001 and was based upon May 2001 liability. There-
fore, only one-month’srevenuewasreceived during FY
2001,

Amended Sub. SB 287 (123 General Assembly)
made several changestothe tax priortoitstaking effect.
First, it lowered the threshold to qualify as a self-
assessor and “capped” the consumption portion of the
self-assessortax. Itprovided thatthe exemptqualified
end-userswill remittax on the non-qualified portion of
theelectricity consumption. Anexemptionwasenacted
for qualified re-generation facilities. Italsoallows for
businessestodeclare thatthey will have enoughelectric-
ity consumption inthe upcoming year sothey may self-
assess, witharecapture tax if that business failsto meet
the self-assessor threshold. The bill also contained a
provisionthatifaself-assessor isserved by amunicipal
electricutilityandislocated withinthatmunicipality, the
tax will be remitted to that municipality.

House Bill 94 (124" General Assembly) also made
several changestothetax. First,itmadeaclarification
to the “cap” on the consumption portion of the self-
assessor option tax that was enacted under Sub. SB
287. Italsoclarified the annual application process for
the self-assessor option. Several administrative and
technical corrections were also made to the methodol-
ogy ofthe school district property tax replacement fund
andthe local government property tax replacement fund
operations. House Bill 94 also “froze” the local govern-

mentfundandthe local governmentrevenue assistance
funds. Ingeneral, these funds were frozen attheir FY
2001 level for the FY 2002 and FY 2003 monthly
distribution. However, since the kilowatt-hour tax was
notineffect forthewhole of FY 2001, there will be no
distributions from the revenue to either of these two
funds.

TAX BASE (R.C.5727.81):
The kilowatt-hour tax has two bases.

1. Forend-usersbelow45millionkilowatt-hours of
annual consumptionthe base is onthe amount of
kilowatt-hoursdistributed to them per month.

2. Forend-usersabove45millionkilowatt-hours of
annual consumption who opt to self-assess the
base is partially based on the number of kilowatt-
hours distributed to them per month and partially
on the total price per month. The consumption
portion of this option is capped at the first 504
millionkilowatt-hoursdistributed to the end-user
annually.

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

1. Exemptend-usersofelectricity:

a. [Federalgovernment

b. End-userslocatedatafederal facility thatuses
electricity toprocessuranium

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

d. Qualifiedre-generationfacilities

CREDITS:

Thereare no creditsapplicable to this tax.
RATES(R.C.5727.81):

1. Electricdistributioncompanies pay rates based on

themonthly consumptionbyeachend-user, usingthe
followingschedule:
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Monthly Kilowatt-Hours
Distributedtothe Rate per
End-User Kilowatt-Hour
0-2,000kilowatt-hours $0.00465
2,001-15,000 kilowatt-hours $0.00419
Over 15,001 kilowatt-hours $0.00363

2. Forend-usersabove 45 millionkilowatt-hoursin
annual consumption, there isanoptiontoselfassess
the tax. Thisself-assessor tax is calculated asthe
sumof4%ofthetotal price plus0.75millsonthefirst
504 million kilowatt-hours ofannual consumption.

FILINGANDPAYMENT DATES(R.C.5727.82):

For kilowatt-hour and self-assessor taxpayers, the
filing date is the twentieth day of each month. The
paymentwill reflecttheamountofelectricity distributed
tothe end-usersduring the preceding month.

Anannualapplicationfor registrationasaself-assessing
purchaser shall be made for each qualifying meter or
locationonaform prescribed by the tax commissioner.
Theregistrationyear beginsonthe firstday of May and
endsonthe followingthirtieth day of April. Persons may
apply after the firstday of May for the remainder of the
registrationyear.

DISPOSITION OF REVENUE (R.C.5727.84):

Fund Per centage

1) General Revenue Fund 59.976%
2) Local Government Fund® 2.646
3) Local Government Revenue®

Assistance Fund 0.378
4) School District Property

TaxReplacement Fund 25.900
5) Local GovernmentProperty

TaxReplacement Fund 11.100
Total Distribution 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. Transfers functions previously assigned to the
Treasurer of State (particularly tax payment functions)
tothe Tax Commissioner.

R.C.5727.81—Clarifies the cap on the consumption
portionofthe self-assessortax. Also, clarifiestheannual
application process for the self-assessors.

R.C.5727.84-5727.87—Provides for several technical
and administrative changes to the method of school
district property tax replacementand local government
property tax replacement fund operations.

Section 140 (Temporary Law) — Provides for a
temporary freeze on the distributions of the local gov-
ernmentand local governmentrevenue assistance funds.
No kilowatt-hour tax revenue is to be distributed to
these funds during 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 million kilowatt-hours of annual consumption
to45millionkilowatt-hours. Capped the consumption
portion of the self-assessor tax formulaat 504 million
kilowatt-hours of annual consumption. Allows busi-
nessesto declare thatthey will have enough electricity
consumption in the upcoming year so they may self-
assess. Provides fora“re-capture” tax if the taxpayer
failsto meet the self-assessor threshold.


http:5727.84-5727.87

R.C.5727.81and 5727.82—Provides that the quali-
fied end-user will remittax (either asaself-assessor or
viaitselectricity distributor under the kilowatt-hour tax)
onthenon-qualified portionoftheirelectricity consump-
tion.

R.C.5727.81—Provides for anexemption from the tax
forqualifiedre-generation facilities.

R.C. 5727.81 — If a self-assessor is served by a
municipal electriccompany and iswithin the municipal
boundary, the taxpayer will remitthe self-assessortax to
themunicipality.

Kilowatt Hour Tax

R.C.5727.81—Requiresthatelectricdistributioncom-
panies “un-bundle” the charges forelectricity from other
services provided for self-assessor tax purposes.

Substitute Senate Bill 3, Effective October 5, 1999
(Electric Restructuring Bill).
R.C.5727.38—Amongthe many provisionsof thisbill,
removeselectricandrural electriccompanies fromthe
public utility excise tax effective with the June 2001
payment.

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

Table 45
Kilowatt-Hour Tax Collections and Distributions for FY 2001*
(inmillions)
Local School District Local Government
Fiscal Total State Local Government Revenue Property Tax Property Tax
Year  Collections General Revenue GovernmentFund 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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