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|. EXECUTIVE SUMMARY

Montana is widely recognized to have enormous potential — particularly from the state's wind and coal resources — to
produce electrical energy for regional and national consumption. The development of new electrical production in the
state faces constraints, however, including an existing transmission infrastructure of limited capacity. As a result,
proposals for several new interregional electrical transmission lines are currently under consideration. Because the
implications of large transmission projects are numerous, sizable, and enduring, it is imperative that Montanans and
other interested citizens understand the proposed projects and their likely impacts. It is also instructive to examine the
ways in which Montana and its neighboring states impose taxes, including property, corporate income, sales, and other
taxes, on electrical transmission. In addition to Montana, the following states were selected for this study because of
their close proximity to Montana: Idaho, Nevada, North Dakota, Oregon, South Dakota, Utah, Washington and
Wyoming.

This study also looks at the ways in which Montana and its neighbors offer special tax provisions related to the
transmission of renewable energy. All information represents the most current statute in each state, except where
noted.

Il. PROPERTY TAX ON ELECTRICAL TRANSMISSION

Property tax is the primary way that electrical transmission is taxed by all of the states in the study area.

In Montana, a rate of 3.0% is applied to lines that transmit wind-generated electricity (Class 14), and a rate of 12.0% is
applied to lines that transmit electricity generated from non-renewable sources (Class 9). (There is also a property tax
abatement available to owners of transmission lines constructed after June 1, 2007 and carrying electricity generated by
a renewable source. This abatement provides a reduction in property taxes of 50% for a period of up to 19 years. Thus,
this abatement would decrease the property tax rate for the renewable-generated electricity on a new transmission line
from 3% to 1.5%.) DC lines (Class 16) are subject to a property tax rate of 2.25%.

As in Montana, the revenue from property taxes in the other states in the study area is allocated proportionately to the
relevant taxing jurisdictions.

Tax Rate Revenue Destination
Electrical transmission lines are centrally assessed. Taxes are then levied on transmission lines Allocated proportionately to
as operating property at the county level at an overall average rate of 1.01% of market value relevant taxing jurisdictions.

(based on what proportion of the line is located within each taxing jurisdiction).

Average Urban Tax Rate: 1.179%
Average Rural Tax Rate: 0.781%

Market values for all transmission lines in Montana are centrally assessed by the Department Allocated proportionately to
of Revenue, and the market value of a line within a particular property tax jurisdiction, e.g., a relevant taxing jurisdictions.
county, is determined by the portion of the entire line that is located within that jurisdiction.

3.0% tax rate is applied to lines that transmit wind-generated electricity (Class 14), and a 12.0%
tax rate is applied to lines that transmit electricity generated from non-renewable sources
(Class 9). HVDC lines (Class 16) are subject to a property tax rate of 2.25%.

Electrical transmission lines are centrally assessed. Taxes are then levied on lines at the county  Allocated proportionately to
level at an average rate of 3.1727% of assessed value (based on how much of the line is located  relevant taxing jurisdictions.
within each taxing jurisdiction). Assessed value in Nevada equals 35% of the taxable value,

which is new replacement cost, less depreciation.


http://data.opi.mt.gov/bills/mca/15/6/15-6-159.htm
http://data.opi.mt.gov/bills/mca/15/6/15-6-141.htm
http://data.opi.mt.gov/bills/mca/15/6/15-6-157.htm

North Dakota

South Dakota

Washington

Investor-owned utilities are subject to property taxes on operating property except new
transmission lines that qualify for in-lieu taxation (See Table E).

Average Statewide Mill Rate: 390.02 mills
Average County Mill Rates: 141.75 - 447.18 mills*

Electrical transmission lines are centrally assessed by the Oregon Department of Revenue.
Taxes are levied on transmission lines at the county level at an estimated rate of $15/$1000 of
net assessed value (based on how much of the line is located within each taxing jurisdiction).

Companies, including investor-owned utilities, which own electrical transmission lines are
assessed under the unit value method. Taxes are levied on transmission lines as commercial
property at the county level at a rate of 2-2.5% of assessed value (based on the calculated
value of the property in each taxing district).

More Information

Electrical transmission lines are taxed as operating property in the State of Utah. They are
taxed under a unitary approach to value that captures the transmission line value as part of
both a cost approach and income approach to value. The tax notice and collection is at the
county level at an estimated average rate of 1.5% of fair market value.

Electrical transmission lines are centrally assessed. Taxes on transmission lines are billed and
collected at the county level at an average rate of $9.41/$1000 of true and fair value (based on
how much of the line is located within each taxing jurisdiction).

Electrical transmission lines are centrally assessed by the state as real property at 11.5% of
market value. The assessed value is allocated by the state to the various counties based on the
installed cost of the property within each county and taxing jurisdiction. Taxes are levied by the
counties on the assessed value of the transmission lines at the counties’ tax rates. The
statewide average rate is approximately 6.5%.

Allocated proportionately to
relevant taxing jurisdictions.

Allocated to taxing
jurisdictions in proportion to
the investment in the taxing
jurisdiction.

Allocated proportionately to
relevant taxing jurisdictions.

The state property tax value is
apportioned to the relevant
taxing jurisdictions. The
counties then bill and collect
the apportioned taxable value.

Allocated proportionately to
relevant taxing jurisdictions.

Allocated proportionately to
relevant taxing jurisdictions.

[ll. CORPORATE INCOME TAX ON ELECTRICAL TRANSMISSION

Montana’s corporate income tax rate is similar to other states in the study area that levy such a tax on entities that own
electrical transmission lines. Montana’s rate is 6.75%, Utah’s is 5%, North Dakota’s is 6.4%, Oregon’s is 6.6-7.9%, and
Idaho’s is 7.6%. South Dakota, Nevada, Wyoming and Washington do not levy a corporate income tax.

Table B: Corporate Income Tax

Tax Rate

7.6% of ldaho taxable income.

6.75% of Montana taxable income.

None

12008 rates. Current information not available.

Revenue Destination
State general fund.

State general fund.

N/A


http://www.state.sd.us/drr2/

North Dakota Top corporate income tax rate is 6.4% and is applicable to all corporations whose taxable State general fund.
income is above $50,000. Corporations voluntarily electing to use the “Waters Edge” filing

method pay an additional 3.5% surtax. A corporation doing business outside of North Dakota

would apportion to North Dakota a share of its total income. The share apportioned is based

on the corporation’s percentages of three items assigned to the state — tangible property,

payroll, and sales. The average of these (called the apportionment factor) is the percentage of

income that is assigned to the state.

$250K or less (Oregon taxable income): 6.6%, or minimum tax State general fund.

$250,001 or more (Oregon taxable income): $16,500 plus 7.9% of the amount over $250K, or
minimum tax

South Dakota None N/A

Unless considered exempt by statute (see Table F), a utility operating in Utah is subject toa 5%  State education fund.
corporate income tax.

Washington None N/A

Wyoming None N/A

V. SALES TAX ON ELECTRICAL TRANSMISSION

Seven of the nine states in the study area impose a state sales tax. Montana and Oregon do not levy a sales tax.

State sales tax rates that apply to electrical transmission lines and materials range from 4% in South Dakota to 6.5% in
Washington. Addition county sales tax rates may also apply.

Idaho, North Dakota and Washington to not impose a sales tax on the sale of electricity. Sales tax on electricity is paid by
the consumer in South Dakota and Utah at the rates of 4% and 6-7% respectively.

Most sales tax revenue is deposited into the states’ general funds with small percentages going to other funds in Idaho,
North Dakota and Wyoming.

Table C: Sales Ta

Tax Rate Revenue Destination
State sales tax rate is 6%. Applies to materials brought into the state by an electrical utility, but ~ Most revenue is deposited in
does not apply to the sale of electricity. the state general fund. 11.5%

of the revenue is distributed to
counties, cities and other local
taxing districts, and several
smaller specific distributions.

None N/A

Nevada 2.6%state sales tax rate. With the addition of county sales tax rates, the rates in Nevada vary State general fund.
from 6.85% to 8.1%. No exemption for the sale of electricity.

More Information

North Dakota 5% sales tax plus any applicable local tax on the purchase price or fair market value of any State general fund (80%) and
transmission towers and materials brought into North Dakota. Sale of electricity is not subject the State Aid and Distribution
to sales tax. Fund (20%).



http://tax.state.nv.us/documents/2009_Legislative_Changes.pdf

South Dakota

Washington

None

Purchaser of electrical transmission equipment, material, consumables, or service pays a 4%
state sales/use tax and applicable municipal sales/use tax on the cost of the items or services.
Sales tax on the sale of electricity is paid by the consumer of the electricity.

A consumer of electricity pays rate of 6-7% depending on the rates applied at the county and
city level, unless the entity is exempt from sales tax. Equipment used for electrical transmission
qualifies for a use-based exemption and is not subject to sales tax.

More Information

Generally, the states sales tax of 6.5% applies to electrical transmission lines, towers, and other
equipment brought into the state (see exemption in last column at right). Sale of electricity is
not subject to sales tax.

Materials and supplies for electrical transmission and electricity are subject to a 4% state sales
tax, plus up to an additional 3% levied at the county level or up to an additional 4% levied in
one resort community.

\%

. OTHER TAXES ON ELECTRICAL TRANSMISSION

N/A

State general fund.

State general fund.

State general fund.

State general fund and other
relevant taxing jurisdictions.

Nevada, Oregon and Wyoming do not have other taxes on electrical transmission in addition to those described above.

Idaho levies a Kilowatt Hour Tax, Montana a Wholesale Energy Tax, South Dakota a Gross Receipts Tax, Utah a Municipal

Energy Tax and Washington a Public Utility Tax. North Dakota imposes special taxes in lieu of property tax that are
described in Table E below.

Tax Rate

Nevada

North Dakota

Oregon

South Dakota

Table D: Other Taxes

Kilowatt Hour Tax: Similar to Montana’s Wholesale Energy Tax, Idaho levies this tax upon all
producers of electricity who generate electricity from hydroelectric sources, at a rate of
$0.0005 per kilowatt hour. Exception: The tax does not apply to power generated by facilities
owned and operated by a municipal corporation.

More Information

Wholesale Energy Tax (WET): Levied on electricity generators (if the power is leaving the state)
or electricity distributors (if the power is being delivered in state) at a rate of $0.00015 per

kilowatt hour on all electricity transmitted by a transmission service provider in the state.

None
See Table E
None

Gross Receipts Tax: Rural electric cooperatives and other companies that provide electricity
only in rural areas (unincorporated areas or towns with population less than 1500) are
assessed a 2% gross receipts tax in lieu of property tax.

Municipal Energy Tax: Imposed by the city to which energy is delivered at a rate of up to 6%.

Revenue Destination
State refund account.

State general fund.

N/A

See Table E

N/A

School districts.

The town or city that imposes
it.


http://adm.idaho.gov/adminrules/rules/idapa35/0107.pdf
http://tax.utah.gov/forms/pubs/pub-25.pdf

Public Utility Tax: Income from selling electricity is subject to this tax at a rate of 0.03873 times = Most goes to the state general
gross income. fund, with a small amount
(about 3%) going to the public
works assistance account.
More Information

None N/A
Tax Rate Revenue Destination
In-Lieu Tax for Rural Electric Cooperatives: The 2009 Legislature repealed the code that provided for taxation of rural Revenue from the new

transmission line tax on rural
electric cooperatives (and other
companies that elect to opt in)
Transmission lines are subject to annual taxes per mile or fraction of a mile based on their nominal operating voltages  Wwill be distributed to counties
on January first of each year, as follows (effective for taxable years beginning after December 31, 2009): and other taxing districts in the

electric cooperatives. They enacted new code that applies to rural electric cooperatives beginning in 2010. Other
power companies may elect to opt into the new provisions but are not required to do so.

>50kV  $50/mile/year county.
50-99 kV  $100/mile/year
100-199 kV  $200/mile/year
200-299 kv $400/mile/year

300 kV or more

A transmission line initially placed in service after January 1, 2009 is exempt from transmission line taxes under this
section for the first taxable year after the line is placed in service, and transmission line taxes under this section must

be reduced by:
Second Year
Third Year
Fourth Year
Thereafter

$600/mile/year

75% Reduction
50% Reduction
25% Reduction
Standard Property Tax Rates

In-Lieu Tax for Investor-Owned Utilities: All operating property, including transmission lines, historically has been Revenue from transmission
assessed as part of the unit value of the company. However, the 2003 Legislature provided that new transmission lines  lines owned by other than

of 230 kV or larger, initially placed in service or substantially expanded on or after October 1, 2002, are exempt from electric cooperatives goes to all
paying property tax for the first year and taxed in subsequent according to the following schedule: political subdivisions in which

Second Year
Third Year
Fourth Year
Thereafter

75% reduction
50% reduction
25% reduction
$300/mile/year (in lieu of property taxes)

the lines are located.

V1. SPECIAL TAX PROVISIONS RELATED TO RENEWABLE ENERGY

Most of the states in the study area have special tax provisions related to the transmission of renewable energy. Idaho,

Oregon and South Dakota do not.

In Montana, a 3.0% property tax rate is applied to lines that transmit wind-generated electricity (Class 14), compared to
the 12.0% property tax rate applied to lines that transmit electricity generated from non-renewable sources (Class 9). In
Nevada, partial abatements of property taxes and local sales and use taxes are available to certain facilities for the
generation and transmission of electricity generated from renewable sources. In North Dakota, all or a portion of
transmission lines built and used in conjunction with a wind tower may be exempt from the state sales tax. In Utah, the
sale of machinery used to produce renewable energy may qualify for a sales tax exemption. In Washington, transmission
equipment, including power poles and power lines that are used in conjunction with the generation of electricity from
renewable sources, may qualify for an exemption from the state sales tax. And in Wyoming, all materials and supplies


http://apps.leg.wa.gov/wac/default.aspx?cite=458-20-179

used for a wind farm bought and shipped to Wyoming, including transmission lines that connect the farm to the main
grid, are exempt from sales tax through January 2012.

Washington

Wyoming

None

3.0% property tax rate applied to lines that transmit wind-generated electricity (Class 14), compared to 12.0% property tax rate
applied to lines that transmit electricity generated from non-renewable sources (Class 9). There is also a property tax abatement
available to owners of transmission lines constructed after June 1, 2007 and carrying electricity generated by a renewable source.
This abatement provides a reduction in property taxes of 50% for a period of up to 19 years. Thus, this abatement would
decrease the property tax rate for the renewable-generated electricity on a new transmission line from 3% to 1.5%.

More Information

Partial abatements of property taxes and local sales and use taxes are available to certain facilities for the generation and
transmission of electricity generated from renewable sources.

More Information

All or a portion of transmission lines built and used in conjunction with a wind tower may qualify for an exemption from the state
sales tax.

None

None

The sale of machinery used to produce renewable energy may qualify for a sales tax exemption.

More Information

Transmission equipment, including poles and lines that are used in conjunction with the generation of electricity from renewable
sources, may qualify for an exemption from the state sales.

More Information

All materials and supplies used for a wind farm bought and shipped to the state, including transmission lines that connect the
farm to the main grid, are exempt from sales tax through January 2012.


http://apps.leg.wa.gov/RCW/default.aspx?cite=82.08.962
http://www.le.utah.gov/UtahCode/getCodeSection?code=59-12-104
http://tax.state.nv.us/documents/2009_Legislative_Changes.pdf
http://data.opi.mt.gov/bills/mca/15/24/15-24-3111.htm
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Note: In preparing this report, The Policy Institute has made every effort to provide complete and accurate
information on this extremely complex subject. Please contact The Policy Institute if you know the information
contained in this report to be incomplete or inaccurate.
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