PUBLIC UTILITY EXCISE TAX

Thepublicutility excisetax, atax for

theprivilege of doing businessin Ohio,
ispayable by virtually all companies
classified by statuteaspublic utilities.
Companiesliablefor thistax do not pay
the corporationfranchisetax. Utilities
owned by municipal corporationsare
exempt from the public utility excise
tax.

Gross recei pts comprise the tax base
fortheutility classes, withratesof 6.75
percent for pipelinecompaniesand4.75

Public Utility Excise Taxes Levied
By Utility Type
Tax Year 2000 -- $710.3 Million

percent for all others.

Companieswith aprecedingyear’ stax
liability of $1,000 ($325,000 for natu-
ral gascompanies) or more areliable
during each calendar year for threead-
vance payments -- each in an amount

. Electric

D Natural Gas
E Telephone

. Other*

*Other Includes rural electric, pipe line,
waterworks, water transportation, and
others.

equal toone-third of thepreviousyear’s
certifiedtax liability. Whenthecurrent year’ stotal
tax liability exceedsthe sum of thethree advance
payments, afinal payment isduein December for
thedifference. A refundisissuedif theadvance
paymentsexceed thetotal liability.

Total public utility excisetaxesof $710.3 million
werecertifiedin November 2000 for tax year 2000.
Electric companiesaccounted for about 63 percent
of total taxeslevied, whilethetelephoneindustry
and natural gasindustry combined accounted for
about 34 percent. Thesethreemainindustrieswere
responsiblefor nearly 97 percent of thetotal excise

Distribution of Revenue from
Public Utility Excise Tax Collections

Total: $674.2 million
(Fiscal Year 2001)

$640.5
95.0%*

taxeson public utilities.

Total revenuefromthePublic Utilities
Excise Tax was $674.2 millionin FY
2001. Of thisamount, 4.4% or $29.5
was distributed to the L ocal Govern-
ment Fund, 0.6% or $4.2 million was
distributed to the Local Government
Revenue Assistance Fund and 95.0%
or $640.5 millionwasdistributed tothe
General Revenue Fund.

|:|General Revenue Fund

|:| Local Government Fund

- Local Government Revenue Assistance Fund

HouseBill 283 (123rd General Assem-
bly, effective June 30, 1999) created
many changestothe public utility ex-
cisetax asit appliestothenatural gas

NP

* Adjustments between the funds atered the percentages dlightly

industry. StartingMay 1, 2000, natural
gascompanieswill pay the excisetax
quarterly, based upon the previous
quarter'sgrossreceipts. Thefirst pay-
ment of thisnew tax schedulewill be

November 15, 2000 and will bebased

99



100

PublicUtility Excise Tax

onreceiptsfromMay 1, 2000 to September 30,
2000. Thereafter, the payments will be based
uponthepreviousquarter'sreceipts. Companies
that have annual tax liability of at |east $325,000
will pay on this quarterly basis. Natural gas
companiesbel ow thisthresholdwill pay annually,
withthetax dueby 45 daysfromthelast day of the
fourth quarter of the previous year (with first
payment February 14, 2001). Companies that
provide both natural gas and electric services
must separatethe servicesfrom each other sothe
applicabletax applies.

Am. Sub. SenateBill 3(123rd General Assembly,
effective October 3, 1999) isthe Electric Utility
Deregulation Bill and made numeroustax changes
to that industry. A utility company's gross re-
ceiptsof electric serviceswill nolonger be subject
tothepublicutility excisetax, effective April 30,
2001. Their last payment under the excise tax
schedulewill be June2001. Theexcisetax will be
replaced by either aconsumption based or aprice
based tax, dependent on various factors of the
consumer. Thenew tax will beremitted monthly,
with thefirst payment due June 2001, based upon
May 2001'sliabilities. Electricutilitieswill also
become subject to the Corporate Franchise Tax,
beginning January 2002. Companiesthat provide
both natural gasand el ectric services must sepa-
ratethe servicesfrom each other sotheapplicable
tax applies. Thisannual report containsthelast
publicutility excisetax datafor electricand rural
electriccompanies, asthey will bereportedinthe
new Kilowatt-Hour Tax section.

TAX BASE (R.C. 5727.01):
Grossreceiptsfor all utilities.

EXEMPTIONSAND DEDUCTIONS (R.C.
5709.35, 5727.05, 5727.33, 5727.34):

1. Exempt Utilities
a. Municipally-ownedutilities
b. Nonprofit water companies
c. InterexchangeTelecommunications
d. Railroads.

2. Twenty-fivethousand dollarsfor all compa-
nies. Beginning May 1, 2000, natural gas
companies that pay quarterly will have a
$6,250 deduction on each quarterly return.

3. Amounts attributabl e to sales of merchan-
dise.

4. Receiptsderivedwholly frominterstate busi-

ness.

. Salestoother publicutilitiesfor resale.

. Receiptsfrom businessdonefor thefederal

government.

7. Receiptsfromfacilitiesusedto convert coal
to gaseous, liquid, or solid fuels -- for a
period of 30 years.

8. Amountsbilled on behalf of other entitiesby
telephone companies.

9. Receiptsof telephone companiesfrom sales
to other telephone companiesfor resale.

10. Amountsbilled onbehalf of other entitiesby

natural gascompanies.
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CREDITS(R.C. 5727.39):

Telephonecompaniesareallowed acredit against
the excisetax equal to thenon-recurring (start-
up) costsof a 911 telephone system (emergency
service telephone system). The credit must be
claimedintheyear the system becomesavailable
for use. Any excesscredit may becarried over to
following yearsuntil completely used. Thetotal
amount of the credit that may be taken (for all
companiescombined) islimitedto 25 percent of the
total excisetax |evied ontel ephonecompaniesin 1984.
Thiscredit cellingisadjustedannually forincreasesin
the consumer priceindex. Oncethetotal creditsal-
lowedequal thecredit celling, noadditiona creditswill
beallowed.

Telephonecompaniesarealsoallowed creditfor dis-
countsprovidedtolow-incomeelderly customersand
expensesfor speechand hearingimpairedtel ephone



systems. Thislifelineprogramallowsqualifiedlow-
income elderly personsawaiver of monthly access
chargesand connection/reconnectionservices. Tele-
phonecompanieswouldreceiveacredit equal tothe
servicesprovided.

Beginningintax year 1995, el ectric companiesthat
haveinstalled qualified pollution control devicesafter
tax year 1991 area lowedacredit of $1 pertonof Ohio
coal used to generate electric power at that plant.
EffectiveJanuary 1,2000, thiscreditisincreasedto$3
per ton.

Natural gascompaniesthat pay quarterly areableto
takeacredit againsttheir quarterly paymentsequal to
1/60of their total estimated paymentsmadein October
1999, March 2000, and June 2000. The creditisto
expirewhen theentireamount of theestimated pay-
mentsaretakenasthecreditor 15years, whicheveris
fird.

RATES

Utility Class

Electric, rural electric,
natural gas, waterworks,
local telephone, heating,
telegraph and water
transportation
(R.C.5727.38,5727.24-NG)

Tax Rate
4.75%

Base
Gross receipts

Pipdine(R.C.5727.38) Grossreceipts | 6.75%

Thereisaminimumtax of $50for eachtax year
(R.C.5727.38).

FILING AND PAYMENT DATES:

October 15, March 1, and June 1: (R.C. 5727.25
andR.C.5727.31)-Reportsand advance paymentsto
State Treasurer for liability to be certified for tax
collectionin December. Each payment equal toone-
third of previousyear’sliability. Thesereportsand
paymentsareduefromeach utility withanexcisetax
liability for the previous year in excess of $1,000
($325,000for natural gascompanies).

Public Utility Excise Tax

BeginningMay 1, 2000, natural gascompaniesthat
exceed $325,000inannud ligbility will pay theexcise
tax quarterly based upon the previous quarter'sre-
ceipts. Thefirst paymentwill bebased uponreceipts
fromMay 1, 2000to September 30, 2000 andwill be
paidonNovember 15, 2000. Thereafter, thepayments
will be due 45 days after the end of each calendar
quarter. Natural gascompani esbel ow the$325,000
thresholdwill pay annually, withpayment made45days
afterthelast day of thefourthquarter. Theannua filers
first paymentwill bedueFebruary 14, 2001.

TAXREPORTINGANDCERTIFICATION
DEADLINES:

Thefollowingdeadlinesapply tod utility companies,
exceptfor natural gascompanies:

Utility Class Deadline For
All public August 12 | Company's annual
utilities* statement to the Tax
(R.C.5727.31. Commissioner for
5727.32, 5727.33, year ending April
5727.38) 30 (June 30 for
telephone and tele-
graph companies).
First Monday | Commissioner assess-
inNovember | estax and certifies
amount to company and
Treasurer of State.

! Except natural gas companies.

2 Qbject to time extension of 60 days (RC. 5727.48). A public utility that
failstofile a report by the due date is subject to a penalty of $50 per month
for each months or fraction thereafter late (RC. 5727.60).

20-30 days from date tax bill is mailed: (R.C.
5727.42) - Final payment equal tototal tax assessedfor
collectionfor thecurrent year, lessadvancepayments
made (refund ismade if advance payments exceed
assessment).

DISPOSI TION OF REVENUE (R.C.5727.45):

TheL ocal Government Fundreceives4.2 percent, the
L ocal Government RevenueAssi stanceFund 0.6 per-
cent, and the General RevenueFund 95.2 percent of
publicutility excisetax collections.
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Note: HouseBill 94 (124th General Assembly,
FY 2002/2003Biennial Budget Bill) temporarily
replacestherevenuedistributiondescribed bel ow.
During each month of the July 2001-May 2002
period and the July 2002-May 2003 period, the
L oca Government and L ocal Government Revenue
Ass stancefundswill receivethesameamount they
receivedduringthecorrespondingmonthof theJuly
2000-May 2001 period. In June 2002 and June
2003, thefundswill receivethesameamounbt they
receivedinJune2000.

OHIOREVISED CODECITATIONS:
Chapter 5727.
RECENTLEGISLATION:

Am. Sub. HouseBill 94; Effective September 6,
2001 (Biennial Budget Bill).

R.C.5727.25-5727.26, etal. - EffectiveJanuary
1,2003. Tranderspreviousrespongbilitiesregarding
tax filing and paymentsof natural gascompanies
fromtheTreasurer of Statetothe Tax Commissoner.

Section 140 (Temporary Law) - Temporarily
freezes the revenue distribution to the local
governmentandloca governmentrevenueass sance
funds

House Bill 9; Effective June 6, 2001.

R.C. 5727.01-5727.02 - Subjects natural gas
suppliersand governmental aggregatorsto Public
Utility Commissioncertificationandauthorizescertain
competitiveservices.

Senate Bill 235; Effective May 5, 2001.

R.C. 4927.01 - Changes the definition of "basic
locdl exchangeservice' under dternativetel ephone
regul ationlaw, and a sounder tel gphonecompany
merger lawwhichreliesonthesamedefinition.

Sub. House Bill 152; Effective September 21, 2000.
R.C. 4931 - Providesadditional funding methodsfor the
funding of 911 servicesincertainareasthat previously
lackedfunding.

House Bill 640; Effective June 15, 2000.

R.C. 5727, et. al. - Harmonizes Sub. Senate Bill 3
(Electric Utility Restructuring Bill) withthenatural gas
provisionsfoundin Am. Sub. HouseBill 283 (Biennial
BudgetBill).

House Bill 262; Effective June 8, 2000.
R.C.5727,5733- Expandsthedefinitionof eectricuitility
compliancefacility thatisabletotaketheincreased $3/ton
coal creditgranted under HB 384.

Substitute Senate Bill 3; Effective October 5, 1999
(Electric Restructuring Bill).

R.C.5727.38- Amongthemany provisionsof thishill,is
theremoval of eectricandrural el ectriccompaniesfrom
thepublicutility excisetax, effectivewiththe June2001
payment.

R.C. 5727.80 - Effective May 2001.
Theexcisetax onelectricandrural el ectriccompaniesis
replacedwith either aconsumption or apricebased tax

House Bill 283; Effective June 30, 1999 (Biennial
Budget Bill).

R.C.5727.25- A provisionintheBiennial Budget Bill
changesthecurrent payment scheduleand measurement
periodsfor natural gas companies and the natural gas
busi nessof combined natural gasandel ectriccompanies.
ThisiseffectiveMay 1, 2000.

House Bill 384; Effective November 24, 1999.
R.C.5727.391- Increasesthecoal creditfrom$1to$3
per toneffectiveJanuary 1, 2000. Thiscreditwill transfer
totheCorporate Franchise Tax beginningMay 1, 2001.
Removescertainlimitations. Itissettosunset December
31, 2004.

Senate Bill 5; Effective February 4, 1998.

Section 3 (Temporary Law)
Extendsthelifdinecreditfortwoadditiona years(through
1999).
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Table 57
Public Utility Excise Taxes Levied By Class of Utility,
Calendar Years 1996-2000®

Primary Number of | Tax Rate Caendar Y ear

Classof Utility | Utilities | 2000 199 1997 1998 1999 2000©
Electric 14 ATS%  $430464846 $ABAALTAD  $MAR5RI127  $41075738  $448574349
Natural Gas 2 475 105959500 124902926 115770927 97098365 119,050,766
Telephone 67 475 108196041 107893555 107,667,967 115496646 119,030,209
Rural Electric 27 475 17228748 17183490 17409371 18220554 18778490
Waterworks 2 475 2,527,940 2,633,123 2,724,205 2,918,562 2,926,060
PipeLine 20 6.75 451,920 485963 495472 732,449 277,701
Other (b) 475 (b (b (b (b (b
Total $666221,582 $690005625 $678023457 $676926173  $710255734

(a) Amount of tax certified for collection.
(b) Includes water transportation and heating. Taxes levied are included in the column totals.
(c) Therearetwo combined electric natural gas companies. Taxes levied are separated by the utility type in 2000.
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