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Representative James R. Gowans proposes the following substitute hill:

RENEWABLE ENERGY AMENDMENTS
2003 GENERAL SESSION
STATE OF UTAH
Sponsor: James R. Gowans

This act modifiesthe Public Utilitiestitle to address purchases of power from
independent energy producers and to enact the Renewable Energy Act. The act modifies
definitions. The act modifiesthe chapter addressing small power production and
cogener ation facilities and includes renewable ener gy production facilities under that
chapter. Theact enactsthe Renewable Energy Act. Thisact amendsthe Salesand Use
Tax Act to create an exception related to renewable ener gy production facilities. Thisact
makestechnical changes. Thisact has an effective date.
This act affects sections of Utah Code Annotated 1953 as follows:
AMENDS:

54-2-1, as last amended by Chapter 212, Laws of Utah 2001

59-12-104, aslast amended by Chapters 117, 138, 217 and 286, Laws of Utah 2002

59-12-105, as last amended by Chapter 262, Laws of Utah 2001
ENACTS:

54-12-101, Utah Code Annotated 1953

54-17-101, Utah Code Annotated 1953

54-17-102, Utah Code Annotated 1953

54-17-201, Utah Code Annotated 1953

54-17-202, Utah Code Annotated 1953

54-17-203, Utah Code Annotated 1953
RENUMBERS AND AMENDS:

54-12-102, (Renumbered from 54-12-1, as enacted by Chapter 180, Laws of Utah 1985)
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54-12-201, (Renumbered from 54-12-2, as last amended by Chapter 4, Laws of Utah
1989)

54-12-203, (Renumbered from 54-12-3, as enacted by Chapter 180, Laws of Utah 1985)
Be it enacted by the Legislature of the state of Utah:

Section 1. Section 54-2-1 is amended to read:

54-2-1. Definitions.

Asused in thistitle:

(1) "Avoided costs' means the incremental costs to an electrical corporation of electric
energy or capacity or both which, due to the purchase of electric energy or capacity or both
from small power production or cogeneration facilities, the electrical corporation would not
have to generate itself or purchase from another electrical corporation.

(2) (a) Except as provided in Subsection (2)(b), "biomass' means:

(i) material from aplant or tree that is planted for the purpose of being used to produce

energy; or
(ii) other organic matter that is available on a renewable basis, including:
(A) animal waste;
(B) methane produced:
(1) at landfills; or
(1) as abyproduct of the treatment of wastewater residuals; and

(C) aguatic plants.

(b) "Biomass' does not include:

(i) black liquor;

(i) treated woods; or

(iii) biomass from municipal solid waste other than methane produced:
(A) at landfills; or

(B) as abyproduct of the treatment of wastewater residuals.

[2)] (3) "Cogeneration facility":

(& meansafacility which produces:

(i) eectric energy; and
(ii) steam or forms of useful energy, including heat, which are used for industrial,
commercial, heating, or cooling purposes; and
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(b) isaqualifying cogeneration facility under federal law.

[€3}] (4) "Commission" means the Public Service Commission of Utah.

[%] (5) "Commissioner" means a member of the commission.

[€5)] (6) (&) "Corporation” includes an association, and ajoint stock company having
any powers or privileges not possessed by individuals or partnerships.

(b) "Corporation” does not include towns, cities, counties, conservancy districts,
improvement districts, or other governmental units created or organized under any general or
specia law of this state.

[€6)] (7) "Distribution electrical cooperative" includes an electrical corporation that:

(a) isacooperative;

(b) conducts abusiness that includes the retail distribution of electricity the cooperative
purchases or generates for the cooperative's members; and

(c) isrequired to allocate or distribute savings in excess of additions to reserves and
surplus on the basis of patronage to the cooperative's:

(i) members; or

(i) patrons.

[€A] (8) "Electrical corporation” includes every corporation, cooperative association,
and person, their lessees, trustees, and receivers, owning, controlling, operating, or managing
any electric plant, or in any way furnishing electric power for public service or to its consumers
or members for domestic, commercial, or industrial use, within this state, except independent
energy producers, and except where electricity is generated on or distributed by the producer
solely for the producer's own use, or the use of the producer's tenants, or for the use of
members of an association of unit owners formed under Title 57, Chapter 8, Condominium
Ownership Act, and not for saleto the public generally.

[€8)] (9) "Electric plant” includes all real estate, fixtures, and personal property owned,
controlled, operated, or managed in connection with or to facilitate the production, generation,
transmission, delivery, or furnishing of electricity for light, heat, or power, and all conduits,
ducts, or other devices, materials, apparatus, or property for containing, holding, or carrying
conductors used or to be used for the transmission of electricity for light, heat, or power.

[€£9)] (10) "Gas corporation” includes every corporation and person, their lessees,
trustees, and receivers, owning, controlling, operating, or managing any gas plant for public
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service within this state or for the selling or furnishing of natural gasto any consumer or
consumers within the state for domestic, commercial, or industrial use, except in the situation
that gasis:

(a) [gasts] made or produced on, and distributed by the maker or producer through,
private property:

(i) solely for the maker's or producer's own use or the use of the maker's or producer's
tenants; and

(ii) not for sale to others;

(b) [gasts] compressed on private property solely for the owner's own use or the use of
the owner's employees as a motor vehicle fuel; or

(c) [gasts] compressed by aretailer of motor vehicle fuel on the retailer's property
solely for sale as amotor vehicle fuel.

[€16}] (11) "Gasplant” includes all real estate, fixtures, and personal property owned,
controlled, operated, or managed in connection with or to facilitate the production, generation,
transmission, delivery, or furnishing of gas, natural or manufactured, for light, heat, or power.

[(11)] (12) "Heat corporation” includes every corporation and person, their lessees,
trustees, and receivers, owning, controlling, operating, or managing any heating plant for public
service within this state.

[(12)] (13) (a) "Heating plant” includes all real estate, fixtures, machinery, appliances,
and personal property controlled, operated, or managed in connection with or to facilitate the
production, generation, transmission, delivery, or furnishing of artificial heat.

(b) "Heating plant”" does not include either small power production facilities or
cogeneration facilities.

(14) "Hydroelectric facility" means afacility that produces electricity with water as the

sole source of enerqy.

[€13)] (15) "Independent energy producer” means [every] an electrical corporation,
person, corporation, [6f] government entity, [thetrtessees trustees,orrecervers;| or their
lessee, trustee, or receiver that [ewn;,-operate control,or-fmanage] owns, operates, controls, or

manages:

(&) asmall power production facility:
(b) arenewable energy production facility; or
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(c) acogeneration facility.

[(14)] (16) "Private telecommunications system™ includes all facilities for the
transmission of signs, signals, writing, images, sounds, messages, data, or other information of
any nature by wire, radio, lightwaves, or other electromagnetic means, excluding mobile radio
facilities, that are owned, controlled, operated, or managed by a corporation or person,
including their lessees, trustees, receivers, or trustees appointed by any court, for the use of that
corporation or person and not for the shared use with or resale to any other corporation or
person on aregular basis.

[€15)] (17) (&) "Public utility" includes every railroad corporation, gas corporation,
electrical corporation, distribution electrical cooperative, wholesale electrical cooperative,
telephone corporation, telegraph corporation, water corporation, sewerage corporation, heat
corporation, and independent energy producer not described in Subsection [(25)] (17)(d),
where the service is performed for, or the commodity delivered to, the public generaly, or in
the case of a gas corporation or electrical corporation where the gas or electricity is sold or
furnished to any member or consumers within the state for domestic, commercial, or industrial
use.

(b) (i) If any railroad corporation, gas corporation, electrical corporation, telephone
corporation, telegraph corporation, water corporation, sewerage corporation, heat corporation,
or independent energy producer not described in Subsection [25}] (17)(d), performs a service
for or delivers acommodity to the public, it is considered to be a public utility, subject to the
jurisdiction and regulation of the commission and thistitle.

(ii) If agas corporation, independent energy producer not described in Subsection
[€15)] (17)(d), or electrical corporation sells or furnishes gas or electricity to any member or
consumers within the state, for domestic, commercial, or industrial use, for which any
compensation or payment is received, it is considered to be a public utility, subject to the
jurisdiction and regulation of the commission and thistitle.

(c) Any corporation or person not engaged in business exclusively as a public utility as
defined in this section is governed by thistitle in respect only to the public utility owned,
controlled, operated, or managed by the corporation or person, and not in respect to any other
business or pursuit.

(d) Anindependent energy producer is exempt from the jurisdiction and regulations of
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the commission if it meets the requirements of Subsection [(25)] (17)(d)(i), (ii), or (iii), or any
combination of these:

(i) the commodity or serviceis produced or delivered, or both, by an independent
energy producer solely for the uses exempted in Subsection [{7] (8) or for the use of
state-owned facilities;

(if) the commodity or serviceis sold by an independent energy producer to an electrical
corporation; or

(iii) (A) the commodity or service delivered by the independent energy producer is
delivered to an entity which controls, is controlled by, or affiliated with the independent energy
producer or to a user located on real property managed by the independent energy producer;
and

(B) thereal property on which the service or commodity is used is contiguous to real
property which is owned or controlled by the independent energy producer. Parcels of real
property separated solely by public roads or easements for public roads shall be considered as
contiguous for purposes of this Subsection [(25)] (17).

(e) Any person or corporation defined as an electrical corporation or public utility
under this section may continue to serve its existing customers subject to any order or future
determination of the commission in reference to the right to serve those customers.

(f) (i) "Public utility" does not include any person that is otherwise considered a public
utility under this Subsection [{25}] (17) solely because of that person's ownership of an interest
in an electric plant, cogeneration facility, or small power production facility in this state if all of
the following conditions are met:

(A) the ownership interest in the electric plant, cogeneration facility, or small power
production facility is leased to:

() apublic utility, and that |ease has been approved by the commission;

(I aperson or government entity that is exempt from commission regulation as a
public utility; or

(1) acombination of Subsections [(£5}] (17)(f)(1))(A)(1) and (11);

(B) thelessor of the ownership interest identified in Subsection [€15)] (17)(f)(1)(A) is:

(I) primarily engaged in a business other than the business of a public utility; or

(I1) aperson whose total equity or beneficial ownership isheld directly or indirectly by
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181  another person engaged in a business other than the business of a public utility; and

182 (C) therent reserved under the lease does not include any amount based on or

183  determined by revenues or income of the lessee.

184 (i) Any person that is exempt from classification as a public utility under Subsection
185 [(&25)] (A7) (F)(i) shall continue to be so exempt from classification following termination of the
186 lessee'sright to possession or use of the electric plant for so long as the former lessor does not
187  operatethe electric plant or sell electricity from the electric plant. If the former lessor operates
188 theédlectric plant or sells electricity, the former lessor shall continue to be so exempt for a

189  period of 90 days following termination, or for alonger period that is ordered by the

190 commission. This period may not exceed one year. A change in rates that would otherwise
191  require commission approva may not be effective during the 90-day or extended period

192  without commission approval.

193 (g) "Public utility" does not include any person that provides financing for, but has no
194  ownership interest in an electric plant, small power production facility, or cogeneration facility.
195 Intheevent of aforeclosure in which an ownership interest in an electric plant, small power
196  production facility, or cogeneration facility is transferred to a third-party financer of an electric
197  plant, small power production facility, or cogeneration facility, then that third-party financer is
198 exempt from classification as a public utility for 90 days following the foreclosure, or for a
199 longer period that is ordered by the commission. This period may not exceed one year.

200 (h) (i) Thedistribution or transportation of natural gas for use as a motor vehicle fuel
201  does not cause the distributor or transporter to be a"public utility,” unless the commission,
202  after notice and a public hearing, determines by rule that it isin the public interest to regulate
203 thedistributers or transporters, but the retail sale alone of compressed natural gas as a motor
204 vehicle fuel may not cause the seller to be a"public utility."

205 (i1) In determining whether it isin the public interest to regulate the distributors or

206  transporters, the commission shall consider, among other things, the impact of the regulation
207  ontheavailability and price of natura gasfor use as a motor fuel.

208 [€16)] (18) "Purchasing utility" means any electrical corporation that is required to
209  purchase electricity from small power production or cogeneration facilities pursuant to the
210  Public Utility Regulatory Policies Act, 16 U.S.C. Section 824a-3.

211 [(+A] (19) "Railroad" includes every commercial, interurban, and other railway, other
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than a street railway, and each branch or extension of arailway, by any power operated,
together with all tracks, bridges, trestles, rights-of-way, subways, tunnels, stations, depots,
union depots, yards, grounds, terminals, terminal facilities, structures, and equipment, and all
other real estate, fixtures, and personal property of every kind used in connection with a
railway owned, controlled, operated, or managed for public service in the transportation of
persons or property.

[€18)] (20) "Railroad corporation” includes every corporation and person, their lessees,
trustees, and receivers, owning, controlling, operating, or managing any railroad for public
service within this state.

(21) (a) "Renewable energy" means:

(i) biomass;

(ii) geotherma eneray;

(iii) solar enerqy; or

(iv) wind energy.

(b) "Renewable energy" does not include enerqy produced from or by:

(i) any fossil fuel including:
(A) natural gas;

(B) ail; or

(C) propane;

(ii) ahydroelectric facility; or

(iii) anuclear generation facility.

(22) (a) "Renewable energy production facility" means afacility that:

(i) _isnot a hydroelectric facility; and

(ii) uses renewable energy to produce electricity.

(b) A facility is arenewable energy production facility regardless of whether the
facility is.
(i) _connected to an electric grid; or

(ii) located on the premises of an electricity consumer.

[€19)] (23) (a) "Sewerage corporation™” includes every corporation and person, their
lessees, trustees, and receivers, owning, controlling, operating, or managing any sewerage
system for public service within this state.
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(b) "Sewerage corporation” does not include private sewerage companies engaged in
disposing of sewage only for their stockholders, or towns, cities, counties, conservancy
districts, improvement districts, or other governmental units created or organized under any
general or special law of this state.

energy to produce electricity;

(b) hasapower production capacity that, together with any other facilities located at
the same site, is not greater than 80 megawatts; and

(c) isaqualifying small power production facility under federal law.

[€21)] (25) "Telegraph corporation™ includes every corporation and person, their
lessees, trustees, and receivers, owning, controlling, operating, or managing any telegraph line
for public service within this state.

[22)] (26) "Telegraph line" includes all conduits, ducts, poles, wires, cables,
instruments, and appliances, and all other real estate, fixtures, and persona property owned,
controlled, operated, or managed in connection with or to facilitate communication by
telegraph, whether that communication be had with or without the use of transmission wires.

[€23}] (27) (a) "Telephone corporation” means any corporation or person, and their
lessees, trustee, receivers, or trustees appointed by any court, who owns, controls, operates,
manages, or resells a public telecommunications service as defined in Section 54-8b-2.

(b) "Telephone corporation” does not mean a corporation, partnership, or firm
providing:

(i) intrastate telephone service offered by a provider of cellular, personal
communication systems [{PES)], or other commercial mobile radio service as defined in 47
U.S.C. Sec. 332 that has been issued a covering license by the Federal Communications
Commission,

(ii) Internet service; or

(iii) resold intrastate toll service.

[€24)] (28) "Telephoneline" includes all conduits, ducts, poles, wires, cables,
instruments, and appliances, and all other real estate, fixtures, and persona property owned,
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controlled, operated, or managed in connection with or to facilitate communication by
telephone whether that communication is had with or without the use of transmission wires.

[€25)] (29) "Transportation of persons' includes every service in connection with or
incidental to the safety, comfort, or convenience of the person transported, and the receipt,
carriage, and delivery of that person and that person's baggage.

[€26)] (30) "Transportation of property” includes every service in connection with or
incidental to the transportation of property, including in particular its receipt, delivery,
elevation, transfer, switching, carriage, ventilation, refrigeration, icing, dunnage, storage, and
hauling, and the transmission of credit by express companies.

[€27A] (31) "Water corporation” includes every corporation and person, their lessees,
trustees, and receivers, owning, controlling, operating, or managing any water system for
public service within this state. It does not include private irrigation companies engaged in
distributing water only to their stockholders, or towns, cities, counties, water conservancy
districts, improvement districts, or other governmental units created or organized under any
genera or special law of this state.

[€28)] (32) (a) "Water system™” includes all reservoirs, tunnels, shafts, dams, dikes,
headgates, pipes, flumes, canals, structures, and appliances, and all other real estate, fixtures,
and personal property owned, controlled, operated, or managed in connection with or to
facilitate the diversion, development, storage, supply, distribution, sale, furnishing, carriage,
appointment, apportionment, or measurement of water for power, fire protection, irrigation,
reclamation, or manufacturing, or for municipal, domestic, or other beneficial use.

(b) "Water system™ does not include private irrigation companies engaged in
distributing water only to their stockholders.

[€29)] (33) "Wholesale electrical cooperative" includes every electrical corporation that

(a) in the business of the wholesale distribution of electricity it has purchased or
generated to its members and the public; and
(b) required to distribute or allocate savings in excess of additions to reserves and
surplus to members or patrons on the basis of patronage.
Section 2. Section 54-12-101 is enacted to read:
CHAPTER 12. INDEPENDENT ENERGY PRODUCERSACT

-10-
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Part 1. General Provisions
54-12-101. Title.
This chapter is known as the "Independent Energy Producers Act.”
Section 3. Section 54-12-102, which is renumbered from Section 54-12-1 is
renumbered and amended to read:
[54-12-1]. 54-12-102. Legidative policy.
(1) The Legislature declares that [tr-order] to promote the more rapid development of

new sources of electrical energy, to maintain the economic vitality of the state through the
continuing production of goods and the employment of its people, and to promote the efficient
[ttitizatton] use and distribution of energy, it is desirable and necessary to:

(a) encourage independent energy producers to competitively develop sources of
electric energy not otherwise available to Utah businesses, residences, and industries served by
electrical corporationg[;]; and

(b) to remove unnecessary barriers to energy transactions involving independent energy
producers and electrical corporations.

(2) Itisthe policy of this state to:

(a) encourage the development of

(i) small power production facilities;

(i) renewable energy production facilities; and
(iii) cogeneration facilitieg;to];
(b) promote adiverse array of economical and permanently sustainable energy

resources in an environmentally acceptable manner[;-ane-to];
(c) conserve [otit] the state's finite and expensive energy resources, and
(d) providefor [thett] the state resource's most efficient and economic [tittzatien] use.
Section 4. Section 54-12-201, which is renumbered from Section 54-12-2 is
renumbered and amended to read:

Part 2. Purchasesfrom Independent Energy Producers
[54-12-2]. 54-12-201. Purchase of power from independent energy producers.
(1) [Purehasthgutitittes] A purchasing utility shall offer to purchase power from one or
more independent energy producers.

(2) (@) The commission shall establish reasonable rates, terms, and conditions for the

-11-
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purchase or sale|

utility and an independent energy producer[-] of:
(i) electricity;
(ii) electrical generating capacity; or

(iii) both electricity and electrical generating capacity.

(b) In establishing [these] the rates, terms, and conditions[;] described in Subsection
(2)(a) the commission shall [etther]:

(i) establish a procedure under which [sma
an independent energy producer offers competitive bids for the sale of [power] electricity or

electrical generating capacity to one or more purchasing utilities; or

(i) devise [an-atternative] a method [whieh] that considers [the] a purchasing utility's
avoided costs. [Fhe]

(c) If the commission devises a method that considers a purchasing utility's avoided

costs, the capacity component of the avoided costs shall reflect the purchasing utility's

long-term deferral or cancellation of generating units [whieh] that may result from the purchase
of [pewer] electricity or electrical generating capacity from the independent energy [preeiteers]
producer.

(3) [Purchastgttitities] A purchasing utility and an independent energy [produeers]
producer may agree to rates, terms, or conditions for the sale of electricity or electrical capacity

[whteh] that differ from the rates, terms, and conditions adopted by the commission under
Subsection (2).

(4) [Fhe] In accordance with Title 63, Chapter 46a, Utah Administrative Rulemaking
Act, the commission may [adeptfarther] make rules [whieh] in addition to the rates, terms, and
conditions described in Subsection (2) that encourage the development of [smaH-pewver

production-and-cogeneration] facilities of independent energy producers.
(5) Notwithstanding the other provisions of this chapter, an electrical corporation is not

required to acquire from a renewable energy production facility the following that isin excess

of the electrical corporation's obligations under the program established by the commission
under Section 54-17-202:
(a) electricity;

(b) electric generation capacity; or

-12 -
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(c) both electricity and electric generation capacity.

Section 5. Section 54-12-203, which is renumbered from Section 54-12-3 is
renumbered and amended to read:

[54-12-3]. 54-12-203. Recovery of investment costs.

(1) The commission may not [ f i t

purchasing utility's investment costs [ferfactitieswhieh] that are in use prior to signing a

contract for the purchase of power from an independent energy producer on the basis that the

purchasing utility:

(a) purchased power from the independent energy producer: or

(b) acquired eectricity or electric generating capacity from arenewable energy

production facility for the purpose of complying with Chapter 17, Renewable Energy Act.

(2) (8) The commission shall alow an electrical corporation to recover through just and

reasonabl e tariffs, rates, and charges from retail customers within the state costs that are

prudently incurred in complying with Chapter 17, Renewable Enerqy Act.

(b) For purposes of this Subsection (2), the commission shall review renewable enerqy

costsin light of general industry costs for:

(i) renewable energy; and

(ii) technologies with similar characteristics.
Section 6. Section 54-17-101 is enacted to read:
CHAPTER 17. RENEWABLE ENERGY ACT

Part 1. General Provisions

54-17-101. Title.

This chapter is known as the "Renewable Energy Act."

Section 7. Section 54-17-102 is enacted to read:

54-17-102. Definitions.

Asused in this chapter, "renewable energy contract” means a contract executed by an

electrical corporation:

(1) under which the electrical corporation purchases:

(a) arenewable enerqy credit created under the program described in Section
54-17-202; or

-13-
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(b) both:
(ii) eectricity; and

(iii) arenewable energy credit created under the program described in Section
54-17-202; and
(2) if the electricity or renewable energy credit acquired under the contract is used by

the electrical corporation to satisfy the electrical corporation's obligation under the program
described in Section 54-17-202.
Section 8. Section 54-17-201 is enacted to read:
Part 2. Renewable Energy Development Program
54-17-201. Targetsfor development.
Thereis created a renewable energy development program in this state to encourage the

development of renewable energy production facilitiesin this state that are not in operation as

of May 5, 2003 in the following target amounts:

(1) atotal of 250 megawatts of electricity generated from one or more renewable

energy production facilities that are installed in this state:
(a) after May 5, 2003; and
(b) by no later than December 31, 2005; and
(2) atotal of 400 megawatts of electricity generated from one or more renewable

energy production facilities that are installed in this state:
(a) after May 5, 2003; and
(b) by no later than December 31, 2009.
Section 9. Section 54-17-202 is enacted to read:
54-17-202. Commission to develop program related to generation and acquisition

of renewable energy.
(1) In accordance with this section, the commission shall adopt a program under which:

() thereis established requirements for the generation or acquisition of electricity or

electric generation capacity by electrical corporations that sell electricity to retail customersin
this state; and

(b) the requirements described in Subsection (1)(a) are designed to meet the target
amounts described in Section 54-17-201.

(2) The program described in Subsection (1) shall be:
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(a) adopted by the commission by:

(i) order; or

(ii) rule madein accordance with Title 63, Chapter 46a, Utah Administrative
Rulemaking Act; and

(b) adopted by no later than October 1, 2003.

(3) The program described in Subsection (2):

(a) _may not require an electrical corporation to take any action until on or after January
1, 2005;

(b) may not require an electrical corporation to generate or acquire electricity or

electric generation capacity from a renewable enerqy production facility unless the commission

determines that the price of eectricity or electric generation capacity generated or acquired

from arenewable energy production facility is competitive to the price of eectricity or electric

generation capacity generated or acquired from an energy production facility that is:

(i) not arenewable energy production facility; and
(ii)_installed on or after May 5, 2003;
(c) shall provide for an exception from any requirements placed under the program

adopted under this section for any e ectrical corporation that has annual retail salesin the state

of less than 1,000,000 megawatt hours to the extent that the €l ectrical corporation generates or

acquires by contract as of May 5, 2003 more electricity or electric generation capacity than is

necessary to meet the needs of the retail customers of the electrical corporation;

(d) _may provide greater incentives for certain forms of renewable energy such as solar

enerqy;
(e)_may exclude from the program certain forms of renewable energy:;

(f)_may provide incentives for reduction in the consumption of electricity;

(q)_shall require an electrical corporation to report to the commission information that

assists the commission in monitoring whether or not:
(i) thetargets created in Section 54-17-201 are being met: and
(ii) the electrical corporation is complying with the program adopted by the

commission in accordance with this section;

(h) _may provide requirements related to the terms and conditions of a renewable energy

contract that:
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(i) to extent that the renewable enerqy contract is subject to Chapter 12, |ndependent
Energy Producers Act, are consistent with Section 54-12-201; and
(ii)_may include provisions related to:

(A) approval of the renewable energy contract; and

(B) recovery by the electrical corporation of costs incurred under the renewable energy

contract; and

(q)_establishes a process by which renewable enerqy credits may be used by an

electrical corporation to meet obligations imposed on the electrical corporation under the

program adopted under this section.
Section 10. Section 54-17-203 is enacted to read:
54-17-203. Reporting -- Study.
(1) (&) The commission shall report to the Public Utilities and Technology Interim

Committee by no later than November 30, 2003 regarding the program adopted by the
commission under Section 54-17-202.
(b) The report required by this Subsection (1) shall include:
(1) whether the target amounts specified in Section 54-17-201 should be modified;
(ii) asummary of the requirements of the program adopted under Section 54-17-202;

(iii) whether or not legidation is required to implement the program adopted under
Subsection 54-17-202; and
(iii)_any recommendations as to other incentives that could be adopted to encourage the

development of renewable energy production facilities in the state.

(2) (8) During the calendar year 2008, the commission shall create atask force to

analyze the benefits and costs to the state of the renewable energy program created under
Section 54-17-202.
(b) Thetask force required by this Subsection (2) shall include representatives from:
(i) electrical corporations;

(ii) _municipal corporations;

(iii) smal and large retail € ectric customers;

(iv) state agencies that have an interest in:

(A) enerqy iSsues;

(B) consumer interests; or
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(C) environmental issues;

(v)_public interest environmental groups;

(vi) public interest consumer groups;

(vii) developers of renewable resources; and

(viii) any other group that the commission considers appropriate.
(c) Thetask force created under this Subsection (2) shall issue areport to the
commission on or before December 31, 2008 that:

(i) summarizes the analysis of the task force; and

(ii) makes recommendations as to the need for any changes to the program created by
the commission under Section 54-17-202.

Section 11. Section 59-12-104 is amended to read:

59-12-104. Exemptions.

The following sales and uses are exempt from the taxes imposed by this chapter:

(1) salesof aviation fuel, motor fuel, and specia fuel subject to a Utah state excise tax
under Chapter 13, Motor and Specia Fuel Tax Act;

(2) salesto the state, itsinstitutions, and its political subdivisions; however, this
exemption does not apply to sales of:

() construction materials except:

(i) construction materials purchased by or on behalf of institutions of the public
education system as defined in Utah Constitution Article X, Section 2, provided the
construction materials are clearly identified and segregated and installed or converted to real
property which is owned by institutions of the public education system; and

(if) construction materials purchased by the state, its institutions, or its political
subdivisions which are installed or converted to real property by employees of the state, its
institutions, or its political subdivisions; or

(b) tangible personal property in connection with the construction, operation,
maintenance, repair, or replacement of a project, as defined in Section 11-13-103, or facilities
providing additional project capacity, as defined in Section 11-13-103;

(3) salesof food, beverage, and dairy products from vending machines in which the
proceeds of each sale do not exceed $1 if the vendor or operator of the vending machine reports
an amount equal to 150% of the cost of items as goods consumed,;
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(4) sadesof food, beverage, dairy products, similar confections, and related servicesto
commercia airline carriersfor in-flight consumption;

(5) salesof partsand equipment for installation in aircraft operated by common carriers
in interstate or foreign commerce;

(6) salesof commercials, motion picture films, prerecorded audio program tapes or
records, and prerecorded video tapes by a producer, distributor, or studio to a motion picture
exhibitor, distributor, or commercial television or radio broadcaster;

(7) salesof cleaning or washing of tangible personal property by a coin-operated
laundry or dry cleaning machine;

(8) (a) except as provided in Subsection (8)(b), sales made to or by religious or
charitable institutions in the conduct of their regular religious or charitable functions and
activities, if the requirements of Section 59-12-104.1 are fulfilled;

(b) the exemption provided for in Subsection (8)(a) does not apply to the following
sales, uses, leases, or rentals relating to the Olympic Winter Games of 2002 made to or by an
organization exempt from federal income taxation under Section 501(c)(3), Internal Revenue
Code:

(i) retail sales of Olympic merchandise;

(ii) except as provided in Subsection (51), admissions or user fees described in
Subsection 59-12-103(2)(f);

(iii) sales of accommodations and services as provided in Subsection 59-12-103(1)(i),
except for accommodations and services:

(A) paidforinfull by the Salt Lake Organizing Committee for the Olympic Winter
Games of 2002,

(B) exclusively used by:

(1) an officer, atrustee, or an employee of the Salt Lake Organizing Committee for the
Olympic Winter Games of 2002; or

(I1) avolunteer supervised by the Salt Lake Organizing Committee for the Olympic
Winter Games of 2002; and

(C) for which the Salt Lake Organizing Committee for the Olympic Winter Games of
2002 does not receive reimbursement; or

(iv) aleaseor renta of avehicle as defined in Section 41-1a-102, except for alease or
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rental of avehicle:

(A) paidforinfull by the Salt Lake Organizing Committee for the Olympic Winter
Games of 2002,

(B) exclusively used by:

(1) anofficer, atrustee, or an employee of the Salt Lake Organizing Committee for the
Olympic Winter Games of 2002; or

(I1) avolunteer supervised by the Salt Lake Organizing Committee for the Olympic
Winter Games of 2002; and

(C) for which the Salt Lake Organizing Committee for the Olympic Winter Games of
2002 does not receive reimbursement;

(9) sadesof vehiclesof atype required to be registered under the motor vehicle laws of
this state which are made to bona fide nonresidents of this state and are not afterwards
registered or used in this state except as necessary to transport them to the borders of this state;

(10) salesof medicine;

(11) salesor use of property, materials, or services used in the construction of or
incorporated in pollution control facilities allowed by Sections 19-2-123 through 19-2-127;

(12) (@) salesof meals served by:

(i) the following if the meals are not available to the general public:

(A) achurch; or

(B) acharitableinstitution;

(i1) aninstitution of higher education if:

(A) the medls are not available to the general public; or

(B) the meals are prepaid as part of a student meal plan offered by the institution of
higher education; or

(b) inpatient meals provided at:

(i) amedical facility; or

(if) anursing facility;

(13) isolated or occasional sales by persons not regularly engaged in business, except
the sale of vehicles or vessels required to betitled or registered under the laws of this state in
which case the tax is based upon:

(a) thehill of sale or other written evidence of value of the vehicle or vessel being sold;
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or

(b) inthe absence of abill of sale or other written evidence of value, the then existing
fair market value of the vehicle or vessel being sold as determined by the commission;

(14) (a) the following purchases or leases by a manufacturer on or after July 1, 1995:

(i) machinery and equipment:

(A) used in the manufacturing process,

(B) having an economic life of three or more years; and

(C) used:

() to manufacture an item sold as tangible personal property; and

(1N in new or expanding operations in a manufacturing facility in the state; and

(if) subject to the provisions of Subsection (14)(b), normal operating replacements that:

(A) have an economic life of three or more years;

(B) areused in the manufacturing process in a manufacturing facility in the state;

(C) areused to replace or adapt an existing machine to extend the normal estimated
useful life of the machine; and

(D) do not include repairs and maintenance;

(b) theratesfor the exemption under Subsection (14)(a)(ii) are as follows:

(i) beginning July 1, 1996, through June 30, 1997, 30% of the sale or lease described in
Subsection (14)(a)(ii) is exempt;

(i) beginning July 1, 1997, through June 30, 1998, 60% of the sale or lease described in
Subsection (14)(a)(ii) is exempt; and

(iii) beginning July 1, 1998, 100% of the sale or lease described in Subsection
(24)(a)(ii) is exempt;

(c) for purposes of this Subsection (14), the commission shall by rule define the terms
"new or expanding operations’ and "establishment”; and

(d) on or before October 1, 1991, and every five years after October 1, 1991, the
commission shall:

(i) review the exemptions described in Subsection (14)(a) and make recommendations
to the Revenue and Taxation Interim Committee concerning whether the exemptions should be
continued, modified, or repealed; and

(i) includeinitsreport:
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(A) the cost of the exemptions;

(B) the purpose and effectiveness of the exemptions; and

(C) the benefits of the exemptionsto the state;

(15) (a) salesof thefollowing if the requirements of Subsection (15)(b) are met:

(i) tooling;

(ii) special tooling;

(i) support equipment;

(iv) special test equipment; or

(v) partsusedinthe repairs or renovations of tooling or equipment described in
Subsections (15)(a)(i) through (iv); and

(b) salesof tooling, equipment, or parts described in Subsection (15)(a) are exempt if:

(i) thetooling, equipment, or parts are used or consumed exclusively in the
performance of any aerospace or electronics industry contract with the United States
government or any subcontract under that contract; and

(if) under the terms of the contract or subcontract described in Subsection (15)(b)(i),
title to the tooling, equipment, or partsis vested in the United States government as evidenced
by:

(A) agovernment identification tag placed on the tooling, equipment, or parts; or

(B) listing on a government-approved property record if placing a government
identification tag on the tooling, equipment, or partsisimpractical;

(16) intrastate movements of:

(@) freight by common carriers; or

(b) passengers:

(i) by taxicabs as described in SIC Code 4121 of the 1987 Standard Industrial
Classification Manual of the federal Executive Office of the President, Office of Management
and Budget;

(i) transported by an establishment described in SIC Code 4111 of the 1987 Standard
Industrial Classification Manual of the federal Executive Office of the President, Office of
Management and Budget, if the transportation originates and terminates within a county of the
first, second, or third class; or

(iii) transported by the following described in SIC Code 4789 of the 1987 Standard
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Industrial Classification Manual of the federal Executive Office of the President, Office of
Management and Budget:

(A) ahorse-drawn cab; or

(B) ahorse-drawn carriage.

(17) sales of newspapers or newspaper subscriptions;

(18) tangible personal property, other than money, traded in as full or part payment of
the purchase price, except that for purposes of calculating sales or use tax upon vehicles not
sold by a vehicle dealer, trade-ins are limited to other vehicles only, and the tax is based upon:

(a) thehill of sale or other written evidence of value of the vehicle being sold and the
vehicle being traded in; or

(b) inthe absence of abill of sale or other written evidence of value, the then existing
fair market value of the vehicle being sold and the vehicle being traded in, as determined by the
commission;

(19) spraysand insecticides used to control insects, diseases, and weeds for
commercia production of fruits, vegetables, feeds, seeds, and animal products, but not those
sprays and insecticides used in the processing of the products;

(20) (a) (i) salesof tangible personal property used or consumed primarily and directly
in farming operations, including sales of irrigation equipment and supplies used for agricultural
production purposes, whether or not they become part of real estate and whether or not
installed by farmer, contractor, or subcontractor, but not sales of:

(A) machinery, equipment, materials, and supplies used in a manner that is incidental
to farming, such as hand tools with a unit purchase price not in excess of $250, and
maintenance and janitorial equipment and supplies;

(B) tangible personal property used in any activities other than farming, such as office
equipment and supplies, equipment and supplies used in sales or distribution of farm products,
in research, or in transportation; or

(C) any vehiclerequired to be registered by the laws of this state, without regard to the
use to which the vehicleis put; or

(if) salesof partsused in the repairs or renovations of tangible personal property if the
tangible personal property is exempt under Subsection (20)(a); or

(b) salesof hay;
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(21) exclusive sale of locally grown seasonal crops, seedling plants, or garden, farm, or
other agricultural produce if sold by a producer during the harvest season;

(22) purchases of food as defined in 7 U.S.C. Sec. 2012(g) under the Food Stamp
Program, 7 U.S.C. Sec. 2011 et seq.;

(23) sdesof nonreturnable containers, nonreturnable labels, nonreturnable bags,
nonreturnabl e shipping cases, and nonreturnable casings to a manufacturer, processor,
wholesaler, or retailer for use in packaging tangible personal property to be sold by that
manufacturer, processor, wholesaler, or retailer;

(24) property stored in the state for resale;

(25) property brought into the state by a nonresident for his or her own personal use or
enjoyment while within the state, except property purchased for use in Utah by a nonresident
living and working in Utah at the time of purchase;

(26) property purchased for resalein this state, in the regular course of business, either
initsoriginal form or as an ingredient or component part of a manufactured or compounded
product;

(27) property upon which asales or use tax was paid to some other state, or one of its
subdivisions, except that the state shall be paid any difference between the tax paid and the tax
imposed by this part and Part 2, Local Sales and Use Tax Act, and no adjustment is allowed if
the tax paid was greater than the tax imposed by this part and Part 2, Local Sales and Use Tax
Act;

(28) any sale of aservice described in Subsections 59-12-103(1)(b), (c), and (d) to a
person for use in compounding a service taxable under the subsections;

(29) purchases of supplemental foods as defined in 42 U.S.C. Sec. 1786(b)(14) under
the specia supplemental nutrition program for women, infants, and children established in 42
U.S.C. Sec. 1786;

(30) beginning on July 1, 1999, through June 30, 2004, sales or leases of ralls, rollers,
refractory brick, electric motors, or other replacement parts used in the furnaces, mills, or ovens
of asteel mill described in SIC Code 3312 of the 1987 Standard Industrial Classification
Manual of the federal Executive Office of the President, Office of Management and Budget;

(31) saesof boats of atype required to be registered under Title 73, Chapter 18, State
Boating Act, boat trailers, and outboard motors which are made to bona fide nonresidents of
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this state and are not thereafter registered or used in this state except as necessary to transport
them to the borders of this state;

(32) salesof tangible personal property to persons within this state that is subsequently
shipped outside the state and incorporated pursuant to contract into and becomes a part of real
property located outside of this state, except to the extent that the other state or political entity
imposes a sales, use, gross receipts, or other similar transaction excise tax on it against which
the other state or political entity allows a credit for taxes imposed by this chapter;

(33) sdesof aircraft manufactured in Utah if sold for delivery and use outside Utah
where asales or usetax is not imposed, even if thetitleis passed in Utah,

(34) amounts paid for the purchase of telephone service for purposes of providing
telephone service,

(35) fares charged to persons transported directly by a public transit district created
under the authority of Title 17A, Chapter 2, Part 10, Utah Public Transit District Act;

(36) salesor leasesof vehiclesto, or use of vehicles by an authorized carrier;

(37) (a) 45% of the sales price of any new manufactured home; and

(b) 100% of the sales price of any used manufactured home;

(38) salesrelating to schools and fundraising sales,

(39) sdesor rentals of home medical equipment or supplies,

(40) (a) salesto aski resort of electricity to operate a passenger ropeway as defined in
Section 72-11-102; and

(b) the commission shall by rule determine the method for calculating sales exempt
under Subsection (40)(a) that are not separately metered and accounted for in utility billings;

(41) salesto aski resort of:

(8 snowmaking equipment;

(b) ski slope grooming equipment;

(c) passenger ropeways as defined in Section 72-11-102; or

(d) partsused in the repairs or renovations of equipment or passenger ropeways
described in Subsections (41)(a) through (c);

(42) sdesof natural gas, electricity, heat, coal, fuel oil, or other fuels for industrial use;

(43) saesor rentals of theright to use or operate for amusement, entertainment, or
recreation a coin-operated amusement device as defined in Section 59-12-102;
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(44) salesof cleaning or washing of tangible personal property by a coin-operated car
wash machine;

(45) sales by the state or apolitical subdivision of the state, except state institutions of
higher education as defined in Section 53B-3-102, of:

(@) photocopies; or

(b) other copies of records held or maintained by the state or a political subdivision of
the state;

(46) (@) amounts paid:

(i) toaperson providing intrastate transportation to an employer's employee to or from
the employee's primary place of employment;

(i) by an:

(A) employee; or

(B) employer; and

(iii) pursuant to awritten contract between:

(A) the employer; and

(B) (I) the employee; or

(I1) aperson providing transportation to the employer's employee; and

(b) in accordance with Title 63, Chapter 46a, Utah Administrative Rulemaking Act, the
commission may for purposes of Subsection (46)(a) make rules defining what constitutes an
employee's primary place of employment;

(47) amounts paid for admission to an athletic event at an institution of higher
education that is subject to the provisions of Title IX of the Education Amendments of 1972,
20 U.S.C. Sec. 1681 et seq.;

(48) salesof telephone service charged to a prepaid telephone calling card;

(49) (@) saesof:

(i) hearing aids;

(i) hearing aid accessories; or

(iii) except as provided in Subsection (49)(b), parts used in the repairs or renovations
of hearing aids or hearing aid accessories; and

(b) for purposes of this Subsection (49), notwithstanding Subsection (49)(a)(iii),
"parts’ does not include batteries;
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(50) (a) sales madeto or by:

(i) anareaagency on aging; or

(if) asenior citizen center owned by a county, city, or town; or

(b) salesmade by a senior citizen center that contracts with an area agency on aging;

(51) (8 beginning on July 1, 2000, through June 30, 2002, amounts paid or charged as
admission or user fees described in Subsection 59-12-103(1)(f) relating to the Olympic Winter
Games of 2002 if the amounts paid or charged are established by the Salt Lake Organizing
Committee for the Olympic Winter Games of 2002 in accordance with requirements of the
International Olympic Committee; and

(b) the State Olympic Officer and the Salt Lake Organizing Committee for the Olympic
Winter Games of 2002 shall make at least two reports during the 2000 interim:

(i) tothe:

(A) Olympic Coordination Committee; and

(B) Revenue and Taxation Interim Committee; and

(ii) regarding the status of:

(A) agreementsrelating to the funding of public safety servicesfor the Olympic Winter
Games of 2002,

(B) agreementsrelating to the funding of services, other than public safety services, for
the Olympic Winter Games of 2002;

(C) other agreements relating to the Olympic Winter Games of 2002 as requested by
the Olympic Coordination Committee or the Revenue and Taxation Interim Committee;

(D) other issues as requested by the Olympic Coordination Committee or the Revenue
and Taxation Interim Committee; or

(E) acombination of Subsections (51)(b)(ii)(A) through (D);

(52) (@) beginning on July 1, 2001, through June 30, 2004, and subject to Subsection
(52)(b), asale or lease of semiconductor fabricating or processing materials regardless of
whether the semiconductor fabricating or processing materials:

(i) actualy comeinto contact with a semiconductor; or

(if) ultimately become incorporated into real property;

(b) (i) beginning on July 1, 2001, through June 30, 2002, 10% of the sale or lease
described in Subsection (52)(a) is exempt;
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(if) beginning on July 1, 2002, through June 30, 2003, 50% of the sale or lease
described in Subsection (52)(a) is exempt; and

(iii) beginning on July 1, 2003, through June 30, 2004, the entire amount of the sale or
lease described in Subsection (52)(a) is exempt; and

(c) each year on or before the November interim meeting, the Revenue and Taxation
Interim Committee shall:

(i) review the exemption described in this Subsection (52) and make recommendations
concerning whether the exemption should be continued, modified, or repealed; and

(i) include in the review under this Subsection (52)(c):

(A) the cost of the exemption;

(B) the purpose and effectiveness of the exemption; and

(C) the benefits of the exemption to the state;

(53) an amount paid by or charged to a purchaser for accommodations and services
described in Subsection 59-12-103(1)(i) to the extent the amount is exempt under Section
59-12-104.2;

(54) beginning on September 1, 2001, the lease or use of a vehicle issued atemporary
sports event registration certificate in accordance with Section 41-3-306 for the event period
specified on the temporary sports event registration certificate; or

(55) salesor usesof eectricity, if the sales or uses are:

(&) made under atariff adopted by the Public Service Commission of Utah only for
purchase of electricity produced from a new wind, geothermal, biomass, or solar power energy
source, as designated in the tariff by the Public Service Commission of Utah; and

(b) for an amount of electricity that is:

(i) unrelated to the amount of electricity used by the person purchasing the electricity
under the tariff described in Subsection (55)(a); [and]

(ii) equivalent to the number of kilowatthours specified in the tariff described in
Subsection (55)(a) that may be purchased under the tariff described in Subsection (55)(a)[:]:
and

(56) the following purchases or leases made on or after July 1, 2003 but on or before

July 1, 2008, for an establishment described in NAICS Code 22111 of the federal 1997 North
American Industry Classifications System Manual, Executive Office of the President, Office of

-27 -



832
833
834
835
836
837
838
839
840
841
842
843
844
845
846
847
848
849
850
851
852
853
854
855
856
857
858
859
860
861
862

1st Sub. (Buff) H.B. 89 02-19-03 12:01 PM

Management and Budget, that is a renewable enerqgy production facility defined in Section
54-2-1:
(a) purchases or leases of machinery and equipment:

(i) used in the process of generating electricity:;

(i1) having an economic life of three or more years; and

(iii) used in arenewable energy production facility in the state that is installed or
expanded on or after July 1, 2003; and
(b) purchases or leases of normal operating replacements that:

(i) have an economic life of three or more years;

(ii) are used in the generation of e ectricity in arenewable energy production facility in
the state;
(iii) are used to replace or adapt an existing machine to extend the normal estimated

useful life of the machine; and

(iv) do not include repairs and maintenance.
Section 12. Section 59-12-105 is amended to read:
59-12-105. Certain exempt salesto bereported -- Penalties.

(1) Anowner, vendor, or purchaser shall report to the commission the amount of sales
or uses exempt under Subsection 59-12-104(14), (20), (40), (41), [ef] (52), or (56).

(2) Except as provided in Subsections (3) and (4), if the owner, vendor, or purchaser
failsto report the full amount of the exemptions granted under Subsection 59-12-104(14), (20),
(40), (42), [ef] (52).(56) on the owner's, vendor's, or purchaser's original filed return, the
commission shall impose a penalty equal to the lesser of:

(a) 10% of the sales and use tax that would have been imposed if the exemption had not
applied; or

(b) $1,000.

(3) Notwithstanding Subsection (2), the commission may not impose a penalty under
Subsection (2) if the owner, vendor, or purchaser files an amended return containing the
amount of the exemption prior to the owner, vendor, or purchaser receiving a notice of audit
from the commission.

(4) (& Notwithstanding Subsection (2), the commission may waive, reduce, or
compromise a penalty imposed under this section if the commission finds there are reasonable
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grounds for the waiver, reduction, or compromise.

(b) If the commission waives, reduces, or compromises a penalty under Subsection

(4)(@), the commission shall make arecord of the grounds for waiving, reducing, or

compromising the penalty.

2003.

Section 13. Effective date.
The amendmentsin this act to Sections 59-12-104 and 59-12-105 take effect on July 1,
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