
REGULATION NO. 22 

COLLECTION OF CITY UTILITY USERS TAX 

 

A. UTILITY USER TAXES  

Many municipalities in California enact legislation in order to tax the utility 
services provided to residents as a means to generate revenue for the 
municipality.  This regulation sets out a process for the implementation and 
collection of a utility users tax (“UUT”) by the Imperial Irrigation District.  Upon 
receipt by IID of a duly and lawfully enacted municipal ordinance in conformance 
with Section B, below, establishing a municipal (“City”) UUT, IID will collect UUT 
at the lawful rate established by the City, on behalf of the City, from IID electric 
customer accounts located within the jurisdictional boundary of the City. 

B. SCOPE OF UTT ORDINANCES  

The City requesting IID to collect UUT on its behalf must first enact an ordinance 
in compliance with California Law governing taxation that establishes a tax upon 
the revenues collected from City residents and/or businesses from the sale of 
electricity.  The ordinance must specify the following regarding each IID customer 
account: 

 
1) Which class or classes of electricity customers will be subject to the UUT; 
 
2) What percentage of the UTT will be charged to each customer class;  
 
3) Which bundled or unbundled (a) electric services, (b) supplemental services, 

and (c) other associated activities directly related to and/or necessary for the 
provision of electricity received by each customer will be subject to the UUT; 
and 

 
4) Any considerations that may exempt IID customers from payment of the UTT. 
 

C. VALIDITY OF UUT ORDINANCE AND LEGAL ACTIONS  
 

IID shall have no duty to independently investigate or inquire with regard to the 
validity of the UUT. In connection with any actions or claims relating to or arising 
from the invalidity of the UUT, in whole or in part, IID shall not be liable to any IID 
customer as a consequence of collecting the UUT. In any action seeking (i) to 
enjoin collection of UUT imposed on customers of IID and collected by IID, (ii) 
declaratory relief concerning the UUT, (iii) a refund of any part of the UUT, or (iv) 
otherwise to invalidate the UUT, the sole necessary party defendant in the action 
shall be the City and IID shall not be named as a party in the action. If any action, 
including any of the foregoing actions is brought by any person naming IID as a 
party in the action, the City shall immediately undertake best efforts, including 
filing a motion to dismiss, or other comparable procedure to request that IID be 
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dismissed as a party to the action.  Further, as a condition of collection by IID of a 
UUT on behalf of a City, City must agree, to the fullest extent permitted by law, to 
shall indemnify and save IID free and harmless of and from all claims, demands, 
losses, and liability, including cost and legal fees, arising directly or indirectly out 
of obligations undertake in connection with the collection of UUT.  

D. MODIFICATION OR REPEAL OF UUT ORDINANCE  

If the City repeals a UUT, changes an existing UUT rate, changes the UUT base, 
or makes any other change to the UUT that affects the nature of collection and 
remittance of the UUT, the City shall submit, on and after the effective date of the 
enactment of the repeal, or change, a written notification to IID, and supply all 
requisite information to IID, in accordance with the procedures established by IID. 
IID shall not be required to implement any repeal or change any earlier than 
ninety (90) days from the date on which IID receives the written notification and 
all other information required by IID. If the 90th day is not the first day of a month, 
then IID shall implement the changes on the first day of the month following the 
month in which the 90th day occurs.  Nothing in this section shall be construed to 
prevent IID from beginning any changed UUT collection at an earlier date. 

E. NEW UUT ORDINANCE  

If the City adopts a new UUT, the City shall submit, on and after the effective date 
of the adoption of the new UUT, a written notification to IID, in accordance with 
procedures established by IID, requesting that the UUT be collected. IID shall not 
be required to begin collecting the new UUT any earlier than ninety (90) days 
from the date on which IID receives written notification and all other information 
required by IID. If the 90th day is not the first day of a month, then IID shall begin 
the tax collection on the first day of the month following the month in which the 
90th day occurs. Nothing in this section shall be construed to prevent IID from 
beginning the new UUT collection at an earlier date. 

F. TERMINATION OF UUT COLLECTION   

IID will cease collecting UUT under either of the following circumstances:  

1) The City notifies IID to discontinue the collection of the UUT from City 
residents because the City Ordinance that enacted a UUT has expired 
without a replacement or has been repealed; or  

 
2) IID is no longer providing electric service within the jurisdictional boundary of 

the City. 

G. APPLICATION OF UUT  

The City shall take reasonable steps to assure that IID is correctly applying and 
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collecting the UUT. In order to assist in achieving that end, IID may request that 
the City render a written determination of the application of the City’s UUT to 
each existing IID electrical services and each bundled and unbundled component 
thereof.  If such request is made to the City, and a determination is made by the 
City, and IID is in agreement with the determination, than any changes to the 
collection of the UUT by IID shall be made prospectively.  If the City should 
determine that IID is not correctly applying and collecting the UUT, than the City 
shall give IID notice of such inconsistency.  If IID is in agreement with the City’s 
determination of an inconsistency, then IID shall implement changes as required 
to resolve the inconsistency.  In such event IID will not be required to institute 
such changes until at least 60 (sixty) days after it determines it is in agreement 
with the inconsistency.  If the 60th day is not the first day of a month, then IID 
shall implement the changes on the first day of the month following the month in 
which the 60th day occurs.  

H. NEW TAXABLE SERVICES  

Where new electrical services are being offered, IID may request that the City 
render a determination of UUT applicability within ninety (90) days of providing 
such services or technologies. Upon rendering a determination of applicability, 
the City may seek prospective application of the UUT to such technologies or 
services. The City shall give IID at least a 60 (sixty) day written notice before 
implementation of such changes shall be required. If the 60th day is not the first 
day of a month, then the utility service provider shall implement the changes on 
the first day of the month following the month in which the 60th day occurs. 

I. EXEMPTION FROM THE UUT   
 
The City is solely responsible to determine, and report to IID on a timely basis, 
whether any IID customers are exempt from the collection of UUT. The City shall 
provide IID with a list of all individual and business names and addresses that the 
City determines are exempt from collection of the UUT in the form of a monthly 
“Exemption Report”. IID shall not be required to collect UUT from customers 
included in the City’s Exemption Reports. If any nontaxable charges are 
combined with taxable charges, whether separately stated or bundled, the City 
shall bear the burden of identifying the portions of the combined charges that are 
taxable and nontaxable through the City’s books and records kept in the regular 
course of business. IID shall have no duty of any kind to enquire, determine by 
any means, or report to the City, whether the provisions of the UUT have been or 
are being complied with by any IID customer. 

 
J. CUSTOMER INFORMATION  

The City shall provide IID with accurate and timely information related to 
administration of its UUT ordinance, including ordinance amendments, and IID 
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may rely thereon. In the absence of special circumstances, IID shall begin 
implementation of the UUT amendment within sixty (60) days from the date on 
which IID receives the written notification from the City. If the 60th day is not the 
first day of a month, then IID may implement the changes no later than the first 
billing cycle of the month following the month in which the 60th day occurs. 

K. BOUNDARY INFORMATION  

The City shall assure the accuracy of its boundary information (including the 
reflection of the latest annexation and municipal reorganizations) needed for UUT 
billing and collection purpose, by proving to IID updated boundary map 
information and by reviewing and correcting IID’s computerized billing data, no 
less than once a year and whenever boundary changes are made.  The City shall 
make its current boundary information available at any time, upon request by IID. 
IID shall not be responsible for the collection or payment of any past due UUT 
taxes that were not collected due to the inaccuracy of information provided by the 
City or due to the City's failure to make appropriate corrections to IID’s billing 
data. 

L. UTT APPEALS  

The City may hear objections, claims and appeals to determine whether IID 
customers should be subject to the collection of the UUT.  Should an IID 
customer’s status change as a result of the City’s final and unappeasable 
resolution of any objection, claim, or appeal, the City shall so inform IID in its next 
Exemption Report. If the City is ordered or required by law to refund all or any 
part of the UUT, it shall be the sole responsibility of the City to refund the UUT. 
IID may assist the City in processing refunds, provided that IID is reimbursed by 
the City for the actual cost of assisting the City including, but not limited to, the 
cost of calculating or verifying refunds, distributing refunds, providing data, and 
providing data processing assistance as an “Administration Fee”. 

M. UTT REMITTANCE  

IID shall remit, by check or wire transfer, the amount of UUT collected on behalf 
of the City during the previous month, less the Administration Fee, by the 30th of 
every month in accordance with policies and practices determined from time to 
time by IID in the regular course of business.  IID may adopt and modify 
administrative rules and policies consistent with this Regulation from time to time 
for the purpose of, among other reasons, interpreting, clarifying, and carrying out 
its duties to the City under this Regulation. 

1. Over or Under Collection of UUT.  To insure that the appropriate UUT has 
been collected and remitted by IID, the City may protest any perceived over 
or under collection of UUT for that month within three (3) months from City’s 
receipt of each monthly remittance from IID.  Upon the City’ written request, 



REGULATION NO. 22 –  
COLLECTION OF CITY UTILITY USERS TAX (Continued) 
 
 
 

representatives of the City and IID will meet and review UUT books and 
records of the City and IID as necessary to determine if such an over or 
under collection occurred: 

a.  Over Collection. In the event of an over collection, the City shall be 
responsible for processing any refunds to customers. 

 
b.  Under Collection 

 
(1) If IID determines that the City has changed the list of electric 

services categories designated by the City ordinance to be 
charged as part of a UUT, IID will implement the change at the 
next billing cycle after the IID billing records are updated to 
reflect the change. 
 

(2) If new IID electric service customers have been added within the 
City’s jurisdictional boundary subject to UUT, IID will begin 
charging the City designated customers at the next billing cycle 
after the IID billing records are updated to reflect the change. 
 

(3) If an IID electric service customer owes UUT for a month that 
was uncollected, IID will not collect, any amount uncollected and 
due greater than the numerical average of the previous three (3) 
months.  

 
2. Corrections for future billing cycles.  If it is necessary to change either UUT 

collection accounts or the nature of electric services subject to UUT, IID will 
make the requested changes for the billing cycle within sixty (60) days from 
the date the IID billing records are changed on a prospective basis only.  
Any over collections remitted to the City, regardless of the length of time 
since collection, must be processed for refund by the City. 

 
3. Waiver of Claims.  If the City does not notify IID, within six (6) months after 

the City’s receipt a particular month’s remittance that the City disputes the 
amount of UUT collected or remitted for that, the City shall be deemed to 
have waived any rights to object to that month’s remittance.  

 
N.  UUT COLLECTION REPORTS 

IID will provide an “Annual Report” to the City reporting the total UUT collected 
within sixty (60) days after the last day of each calendar year.  The City may 
notify IID of any dispute concerning the amount of UUT collected, recorded, or 
remitted within IID thirty (30) days from receipt of the Annual Report. The City 
shall reimburse IID for the reasonable costs associated with any extraordinary 
audit request (including, but not limited to, significant modifications to existing 
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billing software in order to respond to any audit request). 

O.  RECORDS RETENTION AND INSPECTION 

IID and the City shall each retain all records used in the collection and remittance 
of UUT for three (3) years. Either IID or the City may request access to the books 
and records maintained by each other at all reasonable times. 

P.  BAD DEBT ALLOWANCE 
 

IID will determine the amount of uncollectable UUT owed by IID customers for 
each year and will notify the City of the percentage to retain in the next 
subsequent year to be applied to the City’s uncollectable UUT paid to the City by 
IID.  If IID does not have adequate historical records of the City’s uncollectible 
accounts, IID will determine the percentage of uncollectable from IID’s customers’ 
bills to compute the percentage of IID’s remittances the City must retain in a 
segregated bad debt payment account to reimburse IID for the City’s uncollectible 
UUT amounts. 

 
Q. ADMINISTRATION FEE 

In order to recover the costs of collecting the UUT, IID shall determine the costs 
to IID to collect, report and remit the UUT on a monthly basis in accordance with 
the guidelines set forth in Appendix A to this Regulation.  IID shall retain a 
percentage of UUT collected and remitted to the City sufficient to pay its 
collection, reporting, remittance, and other administrative costs as an 
Administration Fee. 

R.  OUTSIDE EXPERTISE 

If the City requires the consultation of special outside expertise to assist in 
administering or performing a compliance review of the UUT, the City shall 
assure that such outside firms maintain the confidentiality of IID customer 
information and conduct compliance reviews in a professional and efficient 
manner. The City’s use of special outside expertise shall therefore be subject to 
the following requirements: 

1. The outside firm will provide, at the beginning of each and every audit 
engagement, a letter or resolution from the City to IID that identifies the 
outside firm as an authorized agent of the City. 

2. The outside firm will execute a non-disclosure agreement with IID in which 
the outside firm agrees to maintain the confidentiality of customer 
information and not to use individual customer information for any purpose 
other than administration or UUT compliance review for the City. 
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3. The outside firm will not initiate contact with any IID customer in the course 
of performing its activities, except with the prior written consent of the IID. 

4. The outside firm shall fully disclose to the City any potential conflict of 
interest (e.g. prior or proposed representation of IID customers). 

5. The outside firm shall not make any data requests of IID except with the 
permission of the City. 

6. The City shall provide copies of all draft administrative and compliance 
memoranda and reports prepared by the outside firm to IID for review and 
comment before they are finalized. 

S. PROHIBITION OF PENALTIES 

The City shall have no right to impose any penalties, or other comparable fees or 
charges on IID for any reason. Any attempt by the City to impose any penalty or 
other comparable fee or charge shall be null and void.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Passed and adopted July 21, 2009. 
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Appendix A 

                                          UUT Administrative Cost Recovery 

 

1.   Upon the completion of each annual UUT billing cycle, IID will determine the 
costs it incurred in collecting UUT for the previous year.  IID costs may include, 
but are not limited to:  

A. Computer programming changes needed to calculate and bill customers for 
UUT;  

B. IID staff time to determine necessary changes to existing IID billing and 
computer programming to calculate and bill for UUT; 

C. Bad debt charge-offs for UUT amounts payable to the City but not collected 
from delinquent customers; and 

D. Outside expertise and legal review of the City’s UUT ordinance and/or 
changes to the UUT ordinance. 

2. Upon determination of IID costs for administering the collection of UUT, IID will 
determine the percentage of total UUT collected on the City’s behalf.  IID will 
then determine the necessary percentage from each customer’s UUT 
remittance that IID will retain for the next year’s UUT collections.  

3. Should IID’s administration of the UUT collection costs decrease or increase 
during the next calendar year, IID will recomputed the percentage necessary to 
administer the collection of UUT and adjust the percentage retained 
accordingly. 

 
4. If the City does not have a previous year’s history of UUT collection to 

determine IID’s actual costs, IID will estimate its costs based on previous 
experience collecting UUT to establish the first year’s administrative costs. 

 

 

 

 

 

 


