1
2
3

HOUSE §1ix _e‘;g g
WAYS & tirngn mal ENDAR SY CORRITILE ON WAYS AND MEANS

(SUCCESSOR TO HF 659)

Passed House, Date_gﬁq/%/fagéﬂ) Passed Senaze, Date 3#§¢5$fgﬂfgc;
Vote: Ayes 3 Nays 0 Vote: Ayes _ 4g Nays “_g,'
Approved _ .. so /5 RL Cp Rdes )

7 7

A BILL FOR

An Act relating to the estaolishment of joint water utilities and
their tax status.
BE IT ENACTED BY THZ GEINERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. Section 28F.1, unnurnbered paragraph 1, Code
1981, 1s amended to read as follows:

This chapter provides a means for the jownt financing by
public agencies of works or facilit:es useful and necessary
for the collection, treatment, pur:ification, and disposal in a
sanitary manner of liguid and soli1d waste, sewage, and
industrial waste, facilities used for the ccnversion of solid
waste to energy, and also electric power facilit:es
constructed within the state of Iowa except that hydroelectric
power fac:ilitles may also be located 1in the waters and on tne
dams of or on land adjacent to either side of the Misslissippi
or Missouri river bhordering the state of Iowa, water supply
systems, swimming pools or golf courses. This chapter applies
to the acqu:isition, construction, reconstruction, cwnership,
operation, repair, extension, or improvement ©f such works or
facilities, by a separate administrative or legal ent:ity

created pursuant to chapter 28E or chapter 388A. When the

legal entity created under this chapter is comprised solely of
cities, counties, and sarnitary districts established under
chapter 358, or any comblration thereof or any combinat:i:on cf
the foregoing with other puolic agencies, the entity shall pe
both a corporation anc & political subdivisicn with the nane
under which it was organized. The legal entity may sue and bpe
sued, contract, acguire and hold real and personal property
necessary for corporate purposes, adopt a corporate seal and
alter the seal at pleasure, and execute ail the powers
conferred in this chapter.

Sec. 2. NEW SECTION. 388A.1 DEFINITIONS.

As used 1n tnis chapter, unless the context otherwise

reguires:

1. MJoint water utility" means a water utility established
by twc or more cities which owns or operates or proposes to
finance the purcnase or construction of all or part of a water
supply system or the capacity or use of a water supply system

pursuant to this chapter. A wa:ier supply system includes all
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iand, easements, rights-of-way, filxtures, equipment,
accessories, lmprovements, appurtenances, ard other property
necessary or useful for the operation cf the systen.

2. "Joint water utility board” means the bcard of trustees
established to operate a joint water utility.

3. "Prodect" means any worxs or facilities useful or
necessary for the operation of a joint water utility.

Sec. 3. NEW SECTION. 388A.2 SUBMISSION TO VOTERS.

A joint water utility may be established by two or more
cities. A proposal to establish a joint water utility or to
join an existing joint water utility may be submitted to the
voters of a city by the city council upon :its own motion, or
upon receipt of a valid petition pursuant to section 362.4.

If the proposal 1s to establish a joint water utility, the
proposal shall be submitted to the voters of each city
proposing to establish the joint water utility. If a majority
of the electorate in each of at least two cities approves the
proposal, the citlies approving the proposal may establish a
joint water utility.

If the proposal is to join ar exlstlng joint water utility,
the proposal must first be submitted to the joint water
utility board for its approval. If the proposal is approved
by the board, the proposal shall be submitted to the
electorate of the city wishing t¢o join. The proposal must
receive a majority affirmative vote for passage.

Sec., 4. NEW SECTION. 388A.3 POWERS AND DUTIES.

Upon adoption of a proposal to establish a joint water

utility, the member cities shall establish a joint water
utility board, consisting of at least five members. The
mayors of the participating cities shall appoint the members,
subject to the approval of the city councils, and at least one
member shall be appointed from each participating city. The
board shall be responsible for the planning and operation of a
joint water utility, subject to the provisions of this

chapter.




L o« = T ¥ B - e R

]
<

11
12
13
14
15
16
17
18

N
o w

A joint water utility 1s a political subdivision and an
instrumentality of municipal goverrnment. The statutory
powers, duties, and limitations conferred upon a city utilaity
apply to a ijoint water utiliity, except that title tO property
of a Zoint water utility may oe heid in the name ¢of tne joint
water utility. The joint water autility board shall have a:i:l
powers and authority of a city with respect to property which
is held by the joint water utility. A joint water ut:ility
shall have the power of eminent domainr, including the powers
conferred upon a city in chapters 471 and 472, for the
purposes of constructing and operating a jolnt water utility.

The joint water utility bocard may purchase or construct all
or part of any water supply system, and may finance the
purchase cor construction. The board may alsc contract to sell
all or part of the jJjecint water utility's water suoply,
including any surplus, %o a public or private agency, or
enti1ty created to carry out an agreement authorizing the
exercise of any cf the governmental pcwers enumerated 1in
sectlion 28F.1. The board may contract for the purchase,
any source, of all or a porzion cf the water supply
requirements of the joiant water facility. A conzraci may
include provisions for the payment for capacity or cutput cf a
facility whether the facility 1s completed or operating, and
for establ:ishing the rights and obligaticns of the parties to
tne contract in the event of a default by any of the parties,

Payments macde by a jioint water utility pursuant to a
contract shall cconstitute operating expenses of the joint
water utility and shali be payable from the revenues derived
from the operation of the join: water utilicty.

Sec., 5. NEW SECTION. 388A.4 FINANCING.

A joint water utilicy may finance projects

chapter 28F. A city may finance its share of

project by the use of any method of filnancing avallable for
city utilities, including but not I:mited to sections 384.23
through 384.36 and sections 384.80 through 384.94.

-3-
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If a project 1s financed by a joint water utility, revenues
derived f£rom the project shall be deemed to be revenues of the

joint water utility £for all purposes including the Issuance

FO O S

and payment of bonds secured by or payable from the revernues
of the joint water utility., If a project is financed by
member cities of a joint water utillty, tne revenues derived
from the project shall be deemed to be revenues of the city or
city utility for all purooses including the lssuance and
payment of bonds secured by or payable from the revenues of
the city or city utility.

Sec. 6., NEW SECTION. 388A.5 CONSTRUCTION.

This chapter being necessary for the public nealth, public

—

safery, and general welfare, shail be liberally construed to
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effectuate its purposes. This chapter shall be construed as

providing a separate and independent method for accomplisaing
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1ts purposes, and shall take precedence over any contrary
provision of the law.
Sec. 7. Section 422.43, subsection 1, Code 1991, 1is
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amended to read as follows:

1. There is imposed a tax of four percent upon the gross
receipts from all sales of tangible perscnal property,
consisting of goods, wares, or merchandise, except as

otherwlse provided in this division, sold at retail in the
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state to consumers or users; a like rate of tax upon the gross

receipts from the sales, furnishing or service of gas,
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electricity, water, heat, and communication service, including
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the gross receipts from such sales by any municipal
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corporation or joint water utility furnishing gas,

electricity, water, heat, and communication service to the
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public in its proprietary capacity, except as otherwise
provided in this division, when sold at retall in the state to
consumers or users; a like rate of tax upon the gross receipts

from all sales of tickets or admissions to places of
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/' amusement, fairs, and athletic events except those of
M,“
‘ 35 elementary and secondary educational institutions; and a like
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rate of tax upon that part of private club membership fees orx
charges paid for the privilege of participatirg irn any
athletic sports provided club members.

Sec. 8. Section 427.1, Code 1991, is amended by adding tae
following new subsection:

NEW SUBSECTION. 42. JOINT WATER UTILITIES. The propercy

of a joint water utility established under chapter 388A, when

devoted tc public use and not held for pecuniary profit.
Sec. 9. Section 476.1, unnumbered paragraph 5, Cede 1991,
amended to read as follows:
This chapter does not apply to waterworks having less than
two thousand customers, municipally owned waterworks, 5oint

water utilities established pursuant to chapter 388A, rural

water districts incorporated and organized pursuant to
chapters 357A and 504A, cooperatlive water associations
incorporated and ocrganized pursuant Lo chapter 489, cor o a
person farnishing electricity to five cor fewer customers
either by secondary line cor from an alternate enerqgy
product:ion facility or small hydro fac:iiity, from electricity
that is procduced primarily for the person's own use.
EXPLANATION

This bill provides that two or more cities may establisht a
joint water utility to operate a municipal water supply
system. The joint water utility 1s createc upon affirmative
majority vote of the electorate in at least two of the cities
considering a proposal.

The ©ill provides that a joint water utility board,
consisting of at least five members, be appointed by the
mayors of the participating cities subject to the approval of
the city counciis. The board shall oe responsidble for the
planning and operation of the utility and shall nave autnor:ty
to contract witn other entities, to enter intc joint f£irancing
agreenents under chapter 28F, and to finance proiects.

Property owned by a joint water utility is exenmpt from

property taxation, but sales of water are subject to the state

_5_
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sales tax.
The bill also provides that a joint water utillty is exenrpt

from regqulation by the department of commerce.
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HOUSE #ILE 689

AN ACT
RELATIRG TO THE ESTABLISEMINT OF JOINT WATER UTILITIES AND
THELR TAX STATUS.

BT IT ENACTED BY THZ GEMERAL ASSEMBLY OF THE STATE OF I0RA:

Section 1. Secrion 2371, unnumbered paraqgraph L, Code
1991, is arended to 1ead as tollows:

This chapter provides o —eans foe the joiat tinancing by
public agencaes of vorks or facilities usetul and NECOSSary
tor the collection, treatment, purtfication, and disposal in a
sanitaty ranner of liguid and solaid vaste, sewage, and
tadustrial waste, facilities used Far the conversron of solid
waste Lo energy. and also electric power facilities
constructed within the state of lowa except that hydroelectric
power Eacilities may also be located in the waters and on the
dams of or on land adjacent to either side of the Mississipp:
or Hrasouri river bocdering the state of lowa, water supply
systens, suinming pools or golf coucses. This chapter applies
to the acquisition, constouction, ceconstruckion, ownership,
operation, repalr. extensior, oc improvement of sucn works or
facilities, by a separate administrative or legal eantaty

created pursuant to chapte: 28E or chapter 388A. when the

cuce Fale 48%, po 2

legal ent - ceeated nnee rhis chap-er 15 comorised so.ely -¢
Cirbawt, COLn 0y, 200 e tasy diste cta egtablished under
chaptes 358, o1 any comb cation therect o¢ any combinacion o
the forega-=a watn othe- Juslin aqenctes, the entity whalt b
bath o ca“porati1on and 2 201 .ticai suodivisLon s_th the rame
under wWhich 1t udy ocQan . zed The legal entity pay sue and e
sved, contract, aceu.re ¢l hold real and persanal preperty
neCessary Lor corpotate 21100604, adoot a corporate seal and
al*er the seal at pleaswa-o, and execute all the powers
conterred 1o bhis chapte- .

Sec. 2. NEW SECTION. 18BA.1 DEFINITIONS.

As used 10 thas chaprer, unless tae context otherwise
requires:

1. "Joint vater ubtil.oty" means o cater uti1lity ¢stanlisheg
by two or more cities which owns ar CRLLAtPS OF Propofies to
tinance the purchase ot ¢onstruction of all or part of a wate:
supply system 0t the capacity ot use of a water supply system
pursuant to this chaptec. A water supnly system includes all
Land, easements, rights-of-way, fixtures, equincent,
ACCesSSOrLes, rprovenents, appuctenances, and other property
necessary or useful for tae operation of the systep,

2. "Jount warer wtil.ty board” means the board of trustees
established to operate a2 joint water utality,

3. "Project” means any works or facilities usetul or
necessary for the opecation of 4 joint water utility,

Sec. 3. NEW SECTION. J88A.2 SUBMISSION 70 VOTERS.

A joint water utilaty nay be established by two or more
cities. R proposal to establish a joint water utility or to
yoLn an existicg jorat water utility may be subnitted to the
vaters of a city by the c.ty counc:l upon 1ks own motion, or
upon recelpt of a valid oetition pursuant to section 362.4.

IE the provasa. is to estehlish a oint vatec utility, the
propotal shall oe subititied to the voters of each city
Proposing to ¢x ablish the joi1nt water utilizy., [If a majorisy
of the electorase 10 each of at 1east tuo Cltiey app:ovey the




House File 689, ».

seoposal, the cities 2oprovirg the proposail may €stuolish a
jornt water vtelity,

If the proposal 18 0 )oin an existing jount wate- utilaty,
the proposal must ficsr ne submitted to the joint water
utilaty board for :ts approvat. [If the o:oposal 1s approved
by the hoacd, the oroposal shall be submirted to the
electorate af the ciry wishing te join.  “he propnsal must
rece1ve a4 majocity aftierative vore tor passage.

Sec. 4, 388A.3 POWERS AND DUTIES.

Gpon adcoption of a proposal to establish a jount watec
ubility, the merber 1t1es shall establish a4 joint vater
utility board, coasisting of at least tive members. The
mayots of the participating cities shall appoint the members,
subject to the approval ot the city councils, and at least one
mesbe: shall oe appeinted from each participating city. The
ooard shall he responsible for the planntag and operation of a
joint water utaility, subject to the provisions of tois
chapter.

.
A josat water utility :3 a political subdivision and an

instrurentality of muniLcipal qoverament. The statutory
vowetrs, dukies, and lamitations conbferced upon a caty utilaty
20ply to a joint water utaility, except that title to property
A% A Joint wvater urility may be Peld in the name of the yoint
satey utility. The jJoant water utilaty board shall have all
cowers and authority of a ciby with respect to property which
15 held by the joun: watec utility A JoLnt water utilaty
shall have tire powe:r of emineat comain, 1ncluding the powers
conferred upcn a4 ¢ 1y in chapters 471 acd 4712, tor the
out pagtes 0f consttucting and operating A 01Nt water wrtidiry,
The jownt arer atailaity board nay ourchase or conshruct all
9¢ pact of ar: weter supoly svste, and may finance the
surchese 0z capstrection. The becasd may also contract to sell
1l or pars L the o1t cater ut lLaty's carec supoly,
nelud ng ac suzo s, to 4 puol o or pre orate agency, or An

MLy CERAli LS CEEEYy QU an azreementl guthorizing the oot

House File 689, p, 1

espcc15e 0f any ol the governmental powers enuncrared 1n
section 26F.1. The woard may conrtact tor the purchase, trom
any source, of all ot a port.on ot the watetr supply
cequicemants of the jolab water facility. A contract may
include provisions Eor rhe payment tor capacity or output of a
facitlity whether the taciitty 13 completed or operating, and
toe establishing the rights and obligations of the parties to
the contract in tne pvent of a default by any ot the pactaies.

Payrents made by a joint water utility pursuaant to a
con®ract shall constitute operating oxpenses ot the joint
water utility and shall be payable trcm the revenues derived
€z0:a the operation of the joint watere utility.

Se¢. §. NEW SECTION. 388Aa.4 FIMANCING.

A joint water utility may finance projects pursnant to
chapter 28F. A city may Einance its share of the cost of a
project by the use ot any rmethod of finaacing available tor
city utilities, including bub not licted Lo sectioans 384.27%
through J184.36 and sections 384.80 through 184.94.

[ a project 18 finaaced by a joint satec utility, revenues
derived fron toe pro]&ct shall be deemed to be revepues of the
joi1nt water utilaty tor all purposes 1ncluding the 1ssuance
and payment of bonds secured by or payable trom the revenues
ot the jount water urxlity. [f a prodect is Eioanced by
member cities of a joint watee utility, the revenues decived
from the project shall he deemed to be redenues of the city or
city urility €for all purposes including the 1ssudnce and
paynent of bonds secured by or payable trom the revenues of
the city or gty utiliky,

Sec. 6. NEW SECTION. 388A.% COMSTRUCTION,

Tals chaprer beung necestary ot the public healzh, nubl:c
safrry, and general welfacre, shall be liberally construed to
wttectuate s PUIPOSeS This chap*er shall ke consrrced as
providing a sevacate and wndependent me-had o0 actonul _shing
WL puepnsen, and shall take précecence over any sonctasy

provision o cthe law
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Sec 7. Sect:ion 422.43, sybsection i, Code 199:, 15
aqnended to read aun follows:

L. There 15 wmoosed a tax of four percent upos the gross
receipts from all wales of tangible personal peope-ty,
consasting of goads, wares, or merchaadise, except as
otherwise provided ta this divaigsion, sold at retarl 1n the
334te LO CONSUMErs orf usSers; a like cate ol bax ucon rthe ¢gross
rocerpts frem the sales, tuenishing or service of gas,
elegtricity, water, heat, and communication service, 1ncluding
the qross receipts from such sales by aay cwunscipal
corpdration oc )oint water utrlity fuenishing gas,
electricity, water, heat, and communication service to the
oublic 1n 1cs provrietary capacity, except as othecwise
orovided 1n this division, when sold at rerail 10 the stare to
cConsunecs 0° users, a lLike rate of rtax upon the Q:oss receipts
tzom all sales of tickets or adeissions to places ot
anusement, ‘aics, and athletic events except those ot
clementary and gecondary educational institutions; and a like
cate of tax vpon that pact of peivate club membership €ees or
cnarges patd for the privilege of participating in any
athletic speets provided club members,

Sec. 3 Section 427.1, Code 1991, is aoended by adding the
tallowing nar subsection:

HEW SUBSICTION. 42, JOINT WATER UTILITIES. The property
o' a4 joint ~ater utility established undec chapter 18BA, wvhen
cevoted to oublic Ja9¢ and not held for pecumiary profat,

Sec. 9. Sect10on 476.1, unnumbered paragraph S, Code 1991,
15 areaded o ceac as follows:

Th.4 Chater €oag not apply to watecworks having less Fhan
L0 thousant cuatunets, Tuaicipally owned watecuacks, Jont

fate atil. es es abl-shed pursuaat tgo chapter 18RA, rural

sier g trg secarporated end ceoganized oursaant to
Lanrers 2973 dane L04A, (Coperat e water 45500148 10Ny
“eoreorates ard cogan zed pursuer o Chapter 199, or reoa

petsen bura v g clec ety re f vl or feuer Custome . s

House File &8B9, p. &

erthee by cecondary line ar Eoon an alternate enerqgy
peoduction facility or small hydro tacilaty, tien electricity

that 15 produced prinat:ly to¢ the person’s own use,

ROBERT ¢ ARNOULD
Speaker of the House

JOE T WELSE
President of the Senate

I hereby certity that this pill origimated tn the House aand
L8 known as Houwse File 689, Seveaty-fourth General Assonmbly.

JOSEPH O HERM

Chaet Clerk of the House
Approved S f . 1991
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