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Senate File 2373

AN ACT

RELATING TO THE ADMINISTRATION OF THE REPLACEMENT TAX FOR NEW

COGENERATION FACII,ITIES, AND INCLUDING EFFECTIVE DATE AND

RETROACTIVE APPLICABILITY PROVISTONS.

BE TT ENACTED BY THE GENERAL ASSE¡,IBLY OF THE STATE OF IOWA:

Section 1. Section 437A.3, subsection I' Code Supplement
2009, is amended by adding the following new unnumbered
paragraph:

NEW UNNU¡,IBERED PARAGRAPH. For new cogeneration facilities,
the assessed value shall be determined as provided in section
437A. l6A.

Sec. 2. Section 437A.3, subsection 4, Code Supplement 2009,
is amended to read as follows:

4. a. "Cogeneration facility" means a facility with a

capacity of two hundred 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 the
criteria to be a qualifying cogeneration facility as defined in
the federal Public Utility Regulatory Policies Act of L978, l6
U.S.C. S 260I et sêe.r and related federal regulations.

b, "New cogeneration taciJity" means any of tlne foLLo\¡tingz
(1) A cogeneration facility, regardless of capacity, which

is f irst pl-aced into service on or af ter .Ianuary t, 2009, that
uses the same energy source for the seguential generation of
electrical or mechanical power in combination with steam, heat,
or other forms of useful energy and meets the criteria to be a
qualífying cogeneration facility as defined in the federal
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Public Utility Regulatory Policies Act of 1978, 16 u.s.c. s 2601

et seq., and related federal regulations.
(2) A cogeneration facility in service prior to January 1'

2009, that became subject to the replacement generation tax
under section 4374.6 for the first time on or after January 1'
2009.

Sec. 3. Section 437A.3, subsection 1I, paragraph b,
subparagraphs (f) and (2), Code Supplement 2009, are amended to
read as follows:

(1) An el-ectric power generating plant that is owned

by or leased to an electric companyr electric cooperative,
or municipal utility, or any other taxpayer, and that initially
generates electricity subject to replacement generation tax
under section 4374.6 on or after January 1' 2003.

(2) An electric power generating plant that is owned

by or leased to an electric company, electric cooperative,
o+ municipal utility, or any other taxpayer, that initially
generated electricity subject to replacement generation tax
under section 437A.6 before January 1, 2003, and that is so1d,
leased, or transferred, in fu1I or in part' on or after January
I, 2003. If any portion of an electric power generating plant
is sold, the entire plant shaI1 be treated as if it were a new

electric power generating plant.
Sec. 4. Section 437A.5t subsection l-' paragraph c'

unnumbered paragraph 3, Code 2009t is amended to read as

follows:
If the new electric power generat,ing plant is part of a

cogeneration facility or new cogeneration facil-ity, the natural
gas delivery rate for that plant shall be the lesser of the
natural gas delivery rate established in this paragraph ^tc" or
the rate per therm of natural gas as in effect at the time of
the initial natural gas deliveries to the plant for the natural
gas competitive service area where the new electric power
generating plant is located.

Sec. 5. Section 4374.8, subsection 4t paragraph d, Code

2009, is amended by adding the following new unnumbered
paragraph:

NEW UNNUIIBERED PARAGRAPH. If a taxpayer has paid an amount

of replacement tax, penalty, or interest which was deposited
into the property tax relief fund and which was not due, all
of the provisions of section 437A.L4t subsection 1, paragraph
"b", shaIl apply with regard to any claim for refund or credit
filed by the taxpayer. The director sha1l have sole discretion
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as to whether the erroneous payment will be refunded to the
taxpayer or credited against any replacement tax due' or to
become due, f,rom the taxpayer that would be subject to deposit
in the property tax relief fund.

Sec. 6. Section 4374.15' subsection 7, paragraph b' Code

Supplement 2009, is amended to read as follows:
b, The task force shall study the effects of the replacement

tax on local taxing authorities, Iocal taxing districts,
consumers, and taxpayers through January l' 2€lS 20L3. If the
task force recommends modifications to the replacement tax that
will further the purposes of tax neutrality for local taxing
authorities, local taxing districts' taxpayers' and consumers,
consistent with the stated purposes of this chapter' the
department of management sha11 transmit those recommendations

to the general assembly.
Sec. 7. NEw SECTION. 4374.L64 Nevt cogeneratÍon facilities.
1. a. Except as otherwise provided by this chapter' the

property of a new cogeneration facility subject to replacement
tax that is primarily and directly used in the production'
generation, transmission, or delivery of electricity shall be

exempt from taxation by means of applying a credit' as computed

in this sectíon, representing the value of this exempt property
against the assessed value of the entire nevr cogeneration
facility as determined by the local assessor under the
provisions of chapters 427t 427A,4278t 42Bt 44I¡ and any other
applicabte abatement and exemption provisions under this Code'

b. Following the March 31 due date for the replacement
tax return as required by section 4374.8, the director shalt
annually determine the assessed value of the new cogeneration
facility exernpt property by dividing the prior year's
replacement tax liability attributable to that facility by the
current fiscal year's consolidated taxing district rate for the
taxing district where the facility is located, then multiplying
the quotient by one thousand. The director shall certify this
value to the local assessor on or before April 10 of the current
calendar year. The assessor shall apply this certified value
as a credit against the total assessed value of the facility.
The allowab1e credit shall not exceed the total value of the new

cogeneration facility as determined by the loca1 assessor for
the assessment year and any excess credits sha11 not be applied
to any other assessment year.

c, A credit shall not be applied to a new cogeneration
facility for the first year the facility becomes subject to the
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replacement tax if it first became subject to the replacement
tax after January 1 of that year. For the first year in which
the new cogeneration facility is subject to the replacement
tax as of January I of that year, the taxpayer shall estimate
the total replacement taxes due for that year and report that
estimate to the director by l¡larch 31' and the director shall
base the determination of assessed value from that estimate.
If the estimate varies by more than five percent from the
actual replacement tax liability for the year in which the
facility was first subject to the replacement tax as of January
L, the director shall adjust the next year's assessed vaLue

calculation by increasing or decreasing the current replacement
tax calculation to reflect the difference between the estimate
and the actual replacement tax owed for the year in which the
facility was first subject to replacement tax as of January 1.

2. The director shall classify each new cogeneration
facility as a separate taxpayer for reporting purposes and sha11

allocate the entire replacement tax atLributable to the new

cogeneration facility to the local taxing district or districts
where that facility is located. The assessed value of the
exempt property of the new cogeneration facility sha1I be the
basis for determiníng the statewide property tax imposed by

section 4374.I8.
3. Any cogeneration facility placed in service prior to

January I, 2009, that did not qualify as a self-generator under
subsection 4374.3, subsection 2'7, as of January 1, 2009, shall
be subject exclusively to the replacement tax.

Sec. 8. Section 4374.18, Code 2A09, is amended to read as

follows:
4374.18 Tax imposÍtion.
An annual statewide property tax of three cents per one

thousand dollars of assessed value is imposed upon aII property
described in +eet-ien sections 437A.16 and 437A.164 on the
assessment date of January 1.

Sec. 9. Section 437Þ,.L9, subsection I, paragraph a,
Code Supplement 2009, is amended by adding the following new

subparagraph:
NEW SUBPARAGRAPH. (8) Any gas or transmission property

at acquisition cost of more than one million dollars that was

transferred or disposed of in the preceding calendar year by
locaI taxing district.

Sec. f0. Section 437A.J-9t subsection 2, paragraph e, Code

Supplement 2009, is amended to read as fol-lows:
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e, In addition to reporting the assessed values as described
in this subsection, the director, on or before October 31 of
each assessment year, shall also report to the department of
management and to the auditor of each county the taxable value
of taxpayer property as of January 1 of such assessment year

for each local taxing district. For purposes of this chapter'
"taxabJe vaLue" means the value for all property subject to
the replacement tax annually determined by the director' by

dividing the estimated annual replacement tax liability for
that property by the e.Êi-orr current f iscal year's consolidated
taxing district rate for the taxing district where that property
is locatedr then rnultiplying the quotient by one thousand.
A taxpayer who paid more than five hundred thousand dollars
in replacement tax in the previous tax year or who believes
t+e-i-r the taxpayer's replacement tax liability will vary more

than ten percent from the previous tax year shall report to
Lhe director by October I of the current calendar year' on

forms prescribed by the director, the estimated replacement tax
Iiability that will be attributable to all of the taxpayer's
property subject to replacement tax for the current tax year.
The department shall utilize the estimated replacement tax
liability as reported by the taxpayer or the taxpayer's prior
year's replacement tax amounts to estimate the current tax
year's taxable value for that property. Furthermore' a taxpayer
who has a new major addition of operating property which is
put into service for the first time in the current calendar
year shall report to the director by October I of the current
calendar year, or at the time the major addition is put into
service, whichever time is later, on forms prescribed by the
director, the cost of the major addition and' if not previously
reported, shalI report the estimated replacement taxes which
that asset will generate in the current calendar year. For
the purposes of computing the taxable value of property in a

taxing district, the taxing district's share of the estimated
replacement tax liability sha11 be the taxing district's
percentage share of the "assessed value allocated by property
tax equivalent" multiplied by the total estimated replacement
tax. "Assessed value allocated by property tax eguivalent"
shal1 be determined by dividing the taxpayer's current year
assessed valuation in a taxing district by one thousand, and

then multiplying by the prior year's consolidated tax rate.
Sec. 11. EFFECTIVE DATE AND RETROACTIVE APPLICABILITY.

This Act, being deemed of immediate importance, takes effect
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upon enactment and applies retroactively to JanuatY 1, 2010, for
tax years beginning on or after that date.
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is known as Senate File 2373,

bill originated in the Senate and

Eighty-third General Assembly.
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