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[Lorenzo Cruz, Dan Mumm, Wally Purdun] Q("’

Regarding SB 111 — The Patronage Capital Bill

Summary

Telephone cooperatives today are asking you to make a significant change in the
law which would threaten ratepayers and jeopardize fair competition in Wisconsin. Contrary to
decades of law and careful protection of ratepayer service, the management of cooperatives want
you to change the law so that they can subsidize new unregulated ventures with margins
generated from regulated service to ratepayers. The cooperatives’ management is asking you to
allow them to take ratepayers’ money, which belongs by law to those ratepayers, and give them
an unlimited free reign to risk that money. With the law they have asked you to pass, there
would be no legal restriction on the ways they might misuse ratepayer money.

This change is not needed. The cooperatives claim that the law must be changed
so that they can provide internet services to their members, but a check of their websites
indicates that at least 9 of the 11 cooperatives are today offering broadband internet service. One
cooperative’s website says “High-speed internet installs are going great! . . . Please allow a
couple of weeks [for] installation. We’re working as fast as we can.” Nonetheless, if they find it
inconvenient to provide or expand such services as a telephone cooperative today, they have
choices that do not involve jeopardizing ratepayer money. For example, they could reorganize
their cooperative into a for-profit corporation. While they would no longer enjoy the privileged
tax status that a cooperative receives for running on a not-for-profit basis, they would at least

then be on a level playing field.
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And let’s be clear that this bill would change the law. It would not, as the
cooperatives assert, simply return the law to what it was prior to 2003. In 2003, the Public
Service Commission rightly recognized that the protections provided by statute to ratepayers
should not be jeopardized by the misuse of patronage capital. They had found previously that
one Wisconsin cooperative had in fact violated the law by illegally cross-subsidizing non-
regulated services with patronage capital. (In fact, the Department of Justice assessed the largest
fine ever against that cooperative for violating cross-subsidization laws.) The 2003 decision did
not change anything, it simply reaffirmed the law that has long been in place.

This bill would hurt ratepayers, it is not needed and it would seriously disrupt the
level playing field for competition in Wisconsin. It is a bad idea which is harmful to ratepayers

and competitors.

What the Bill Would Do

Specifically, the bill would remove current protections in law that guard against
the abuse of ratepayers in the telecommunications market. Section 196.204(1) of the Wisconsin
Statutes today prevents a regulated telecommunications utility (a category which includes
cooperatives, CenturyTel and other telephone companies) from overcharging ratepayers so that
the surplus can be used to subsidize other customers or other services to their ratepayers. For-
profit corporations like CenturyTel generally have their rates closely reviewed by the Public
Service Commission, and the rates are set at a level closely determined to be both compensatory
in terms of the cost involved in providing the service and, if the provider manages its operations
well, to provide a regulated level of return on the corporation’s investment. This profit is the
corporation’s money. It is considered to be retained earnings. The management of a

corporation, and more importantly the shareholders of a corporation, know that it is up to
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management’s discretion whether those retained earnings are given to the shareholders as
dividends or are used for other purposes of the corporation.

Cooperatives, in contrast, have been created to operate on a not-for-profit basis
and are given privileges in tax law because they are run on a not-for-profit basis. The central
mechanism by which a cooperative demonstrates that it is run on a not-for-profit basis is that, to
the extent it ends up charging its members more than the cost of the service provided, that
margin is considered to be “patronage capital” and is considered by law to be the members’
money — not management’s. Cooperatives have historically and appropriately maintained
patronage capital accounts by which the needs for working capital in the provision of regulated
service to their members are met. But tax law, Wisconsin utility law and the cooperatives’ own
bylaws are absolutely clear that patronage capital is the members’ money and cannot be spent on
risky unregulated ventures.

In other words, if a Wisconsin telephone cooperative were allowed to use its
patronage capital for anything other than regulated service to its members, it would in fact be
overcharging its member/ratepayer for plain old telephone service to create an investment slush
fund to be used at the discretion of management. Hypothetically, let’s say that overcharge is
$100 a year for a particular customer. Most customers, if given the option, would want the
money back rather than invest it in a management-promoted unregulated venture. The law was
written to protect the ratepayer, and it is absolutely clear that that patronage capital belongs to
the member, and it should be given to the member. And if management goes and spends it on a
risky investment (as they could do if you change the law), there is no guarantee that that patron’s
money will provide any return or benefit to that ratepaying member or even that it will ever be

returned at all.
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Competition at Risk

It is not just ratepayers who would be harmed by a change to the current law.
Competitive providers, including CenturyTel, would be harmed as well. Fair competition is
good for America, and it is good for the telecommunications industry. But unfair competition is
not. It can skew the marketplace. It can shift costs with potential negative consequences. For
example, it might discourage competitive providers from ever introducing competition into the
cooperatives’ service territory.

For example, one cooperative that was found to violate the law abused its
patronage capital accounts and, because it had overcharged its members in building the
patronage capital accounts, was able to illegally use that money for the creation of a competitive
telecommunications provider. That competitive entity was then able, because of these subsidies,

to undercut both cable and telecom providers in other parts of the state, with the initial harm

suffered by incumbent providers such as Charter and CenturyTel. Today that same entity
threatens other small telephone companies throughout the state. While the individual customers
of that cooperative affiliate (but not the cooperative customers themselves) may derive some
benefit from the subsidized lower prices, the people who provided that subsidy in the first place
might not be so happy about it and might not even be aware of it. And if that entity fails, it
would eventually be the hometown ratepayers of the regulated cooperative who would bear the

financial burden.

Further, such entities subsidized by improperly used patronage capital are likely
to go in and cherry pick the highest profit customers in neighboring competitor’s territories,
while leaving the highest cost customers there to the provider of last resort. In the long run, this

would be unsustainable and would threaten universal service.
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CenturyTel’s Experience

Great harm can result from improper cross-subsidization. In the service territories
in which cooperative affiliates operate, subsidized service offerings can be used to undercut
incumbent service providers who are the providers of last resort. The harm caused by such
subsidized competition can be felt throughout the incumbent’s service territory, whether or not
the competitive cooperative affiliate provides service in all portions of that territory. The fixed
costs of the incumbent must be spread over a smaller number of subscribers. The highest cost
customers likely will never be offered service by the competitive cooperative affiliate. The
result could be increased rates or even abandonment of service in certain areas by incumbents.

Further, the suggestion that only cooperatives will provide advance services to
rural Wisconsin is without foundation. CenturyTel, in fact, has made substantial investments in
its territories to improve its infrastructure and facilitate the introduction of advanced services,
which are now widely available. For example, in the five year period ending December 31,
2004, CenturyTel invested $364 million in its telecommunications infrastructure in Wisconsin.
A large portion of that of that was invested in the deployment of more advanced services such as
the replacement of switches, deploying ADSL, voice mail and on improvements and updates to
its fiber optic network. Additionally, over 77% of CenturyTel’s access lines are now capable of
receiving ADSL services. Further, cable, satellite and wireless companies are all involved in
bringing advanced services to rural areas. But, even the best provider of service will find it
difficult, if not impossible, to compete in the long-run with subsidized competitors.

And there may really be no need to provide such ratepayer-funded subsidies. We
are aware of exchanges in rural Wisconsin in which customers have multiple options for

broadband service, including through an incumbent local exchange carrier, a competitive local
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exchange carrier, and a cable company. Improper subsidies are not the only way to bring

broadband to rural Wisconsin.

Advanced Services Today

The cooperatives may tell you that they are unable to provide advanced services
like broadband internet today, but a check of their websites indicates that the vast majority of
them are, in fact, offering such services today.

Further, if the cooperatives tell you that they cannot continue to expand such
services without using patronage capital, do not believe them. There are ways that they could
provide new services to the current people who are their members. For example, if the
cooperative truly believes that it can no longer operate and thrive as a telecommunications utility
if it is limited by the restrictions placed on its patronage capital, it could reorganize as a for-profit
corporation. It would, of course, lose some of its privileged tax benefits today and it could also
end up in having its rates more closely reviewed by the Public Service Commission, but it would
then be freed from the restrictions on the use of patronage capital. In particular, it would then be
allowed to generate retained earnings from any properly allowed profits on the provision of
regulated service to its ratepayers, and it could use such retained earnings the way any other for-
profit corporation uses retained earnings.

Finally, we note that CenturyTel itself is not truly able to provide DSL broadband
services to cooperative members today because of the protections in law which the cooperatives
enjoy. Specifically, under the rural exemption of the Telecommunications Act of 1996,
CenturyTel cannot get access to the unbundled network elements of the cooperatives needed to
reach the customers without first going through a contested proceeding at the Public Service

Commission where the cooperatives would no doubt oppose the incursion of CenturyTel into
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their territory. We are not aware of any cooperatives today that have opened up their service
territories for competition in either telephone service or for the sale of unbundled network
elements that would allow CenturyTel or others to provide broadband service in their territories.

As it is, the cooperatives today want to add one more privilege to their already
protected status. To the IRS, they want to appear to be a not-for-profit enterprise. To the Public
Service Commission, they want to appear to be a struggling regulated utility which must have its
service territory protected. To its ratepayers, it wants to appear like old Ma Bell, charging well
more than cost but holding out the promise of future gizmos. And to potential new customers, it
wants to appear to be an unbelievably low cost provider.

But they cannot have it all ways. And they should not. Ratepayers and fair

competition must be protected. This bill should not pass.
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Responses to questions that will likely be raised at the hearing: W {()
Claim: SB 111 Would Allow Cooperatives to Cross-Subsidize W

This bill does nothing more than give telephone cooperatives access to a source of funds for
modernization and investment — the very same source of funds that every other telephone
company in Wisconsin can access for this purpose. Without this legislation, cooperatives have no
investment capital to provide much needed services in their rural territories.

You know that old adage about pointing fingers? The fact is, our opponents are currently allowed
to use their retained earnings, sourced from ratepayers, to buy equipment, leverage loans and
make investments. And you must remember that our ratepayers are the member owners of our
cooperatives, with voting rights, control over the Board of Directors and the ability to review all
books and financial decisions. As a result, our members have many more protections against
improper cross-subsidization than the ratepayers at CenturyTel or any of the other companies
opposing this legislation.

Claim: Cooperatives have Franchise Protection in their Service Territories

All small rural telcos have franchise protection for wireline services, but that is easily rescinded by
the PSC through a petition process when other companies want to provide service in franchised
areas. And, franchise protection does not apply to non-wireless services such as broadband,
Internet, digital television, cellular, paging, Voice over Internet Protocol, etc. These are the types
of services addressed by SB 111.

There are many opportunities for another company to come into our service territories to provide
local phone service if they wanted to. It simply requires the PSC to approve it and oversee the
negotiation of an interconnection agreement. The fact is, few companies want to come in and
provide these services. That's why we exist in the first place.

Claim: Cooperatives Don’t Pay Taxes

Telephone cooperatives pay income taxes through the “ad valorem” tax which equals the gross
receipts tax they would pay if they were a for-profit company. As for federal taxes, cooperatives
are subject to an “85-15" rule which exempts them from paying federal income taxes if at least 85
percent of annual revenues come from its core Co-op business. Seven of the eleven Wisconsin
telephone cooperatives did not qualify for the exemption last year and paid federal income taxes.

Regardless of the 85-15 rule, cooperati taxes on any income that comes from a non-
nembersause. In other words, if a telephope cooperativ re providing broadband services to
a community oufside its membership territory] it would pay taxes on the income derived from the

5 provision of those services. Contrary to the rhetoric espoused by the opponents to SB 111,
cooperatives and investor-owned utilities are on the same level playing field when it comes to

[:", :‘ }Q providing these services.
s -
Ed ﬁaim: Cooperative Collect and Accumulate Income Taxes in their Rates

~ For profit companies don't pay taxes, their customers do. It is clearly stated as a tax on their bills.
.Cooperatives aren’t collecting any taxes that they are not paying. And they are only exempt from

O
,;(‘3

\
(Y*()» taxes on member-sourced income that is returned to members. How is this unfair competition as it

lates to retained earnings? If their claim is that not-for-profit companies should pay taxes, that's
another bill entirely, and one that would be opposed by a broad cross-section of interested parties.

Further evidence that cooperatives don't collect taxes in their rates: A study of 241 rural telephone
companies (Telergee Benchmark Study of both cooperatives and non-cooperatives) found that on




average, cooperatives’ equity is 10% less than for-profit telephone companies. If cooperatives are
accumulating tax income why isn't it reflected in their financial statements? The answer is
because they are not accumulating tax income because they never collect it.

Claim: SB 111 Allows a Cooperative to Charge Members Excessive Rates in Order to
Generate Retained Earnings Margins

CenturyTel's 2004 balance sheet shows retained earnings of over $3 billion. SBC? $29 Billion.
Verizon? Almost $13 Billion. In comparison, the majority of our telephone cooperatives have
patronage capital of less than $4 million.

Remember what these figures equate to under current law: CenturyTel, SBC, Verizon and every
other telco can leverage loans or make investments in any amount up to their retained earnings.
As of the past two years, telephone cooperatives can’t even use patronage capital as collateral on
loans to invest in new technologies.

Claim: SB 111 is Unfair Competition

Our opposition’s arguments states: “SB 111 would provide a disincentive for competition by
allowing cooperatives to use money that rightfully belongs to the ratepayer to support investments
in advanced services.” They make our argument for us. That money rightfuily belongs to our
members, and if they want their cooperative to provide advanced services, then the cooperative
should not be restricted from doing so.

As for a disincentive for competition, is the opposition saying that they only want to provide
services where there is an open market and no competition? Are they saying member-owned
cooperatives should be prohibited from competing simply because they are member-owned and
not-for-profit, even though they pay taxes on non-member sourced income? We believe this is the
true reason our opponents are fighting this legislation: because they want to suppress competition
in all ways possible. Unfortunately, it is rural residents who will suffer if they are successful.

Claim: SB 111 Would Allow Cooperatives to Make “Dangerous” Investments

First of all, let's point to history. Wisconsin telephone cooperatives have been allowed to use
patronage capital for investment purposes from their inception. None of them have made risky
ventures and all of them are financially sound.

Second, cooperative members have a say in all financial decisions made by the cooperative.
Their books are open to review at any time and are scrutinized at annual meetings. If a venture
should lose money, the membership has several remedies at its disposal, and the likely result
would be the dispatch of directors and the manager. Thus, there is no motivation whatsoever for
a cooperative to invest in any venture that is not endorsed by the membership.

And finally, we must point out that for-profit telephone companies are again pointing fingers in
our direction when they should be looking in the mirror. Nothing stops them from using their
retained earnings for risky ventures and endangering shareholder’'s money.

Claim: Should a Cooperative Invest in a Service that Fails, the Entire Cooperative Could
Go Under

Cooperatives invest in services our memberships want. That is how we know it will be
successful. If we aren't able to invest in services our memberships want, we will become
obsolete and our cooperatives will go under.
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AB 515
PATRONAGE CAPITAL/CROSS-SUBSIDIZATION BILL
BAD FOR RATEPAYERS; BAD FOR COMPETITION

The patronage capital/cross-subsidization bill (AB 515):

. Would legalize previously banned cross-subsidies and place rural
telecommunications consutners at risk.

. Was drafted at the behest of telephone cooperatives who want to invest in
risky competitive ventures to serve non-members, rather than focusing on
the core non-profit service to coop members that has served Wisconsin
well for decades.

. Would create unfair competition by legalizing a new, subsidized class of
competitor.

BACKGROUND

. Current Jaw. Telephone cooperatives were organized in Wisconsin 50 years ago to help
extend service to remote rural areas. These service tetritories are protected from
competition. A cooperative is a special type business of business organization: unlike a
corporation, it generally has no shareholders and it need not pay taxes on the “profits” it
makes.

In their core function, telephone cooperatives provide service to their members at cost; if
service is priced above cost, than the cooperative generates a “margin.” Margin collected
from members is considered “patronage capital.” Unlike the profit of a corporation, the
cooperative does not pay taxes on this margin.

. In 1985, the Legislature prohibited utilities’ use of revenues collected from ratepayers to
subsidize competitive business ventures. A utility can only use its after-tax profits, or
“retained earnings,” to invest in such ventures. Because patronage capital is not taxed
and must be distributed to coop members, it is not the same thing as retained earnings.

. Proposed Change. AB 515 would remove the restriction on patronage capital subsidies.
For the first time, cooperatives could legally charge their membet/ratepayers excessive
rates in order to generate margins than could be used o support risky unregulated
business ventures targeted at non-members (the customers of other telecommunications
utilities).

RELEVANT TERMINOL.OGY

. Patronage Capital. A cooperative’s patronage capital is the margin collected from its
ratepayers/members, reflecting that portion of rates collected that are above the actual
costs of service. Cooperatives are required by law (Wis. Stats. §184.45) to return

2.




patronage capital to their members; cooperatives are not taxed on patronage capital. By
definition, patronage capital is not the same thing as retained eamings.

. Retained Karnings. Section 196.204(1) uses this texm to refer to a telecommunication
utility’s after-tax eamings which can appropriately be used for investments in
unregulated businesses. Unlike patronage capital, there is no legal requirement to pay out
or allocate retained earnings on a systematic basis. Limiting subsidization of competitive
business ventures in this fashion protects competition or ratepayer interests.

BAD EFFECTS OF THE PATRONAGE CAPITAL/CROSS-SUBSIDIZATION BILL

* Ratepayers at Risk. The bill would remove the discipline created by cooperative bylaws
that require the cooperative to operate as a non-profit business which returns its
patronage capital to members. Ratepayers will pay more for regulated service, so that the
margin to subsidize unregulated businesses which serve non-members. Should the
unregulated businesses fail, the entire cooperative could go under.

. Wrongdoers “Pardoned”. Onpe telephone cooperative in Wisconsin has already been
caught violating the law by using patronage capital to start up and build businesses that
provide services to non-members. The bill would for the first time condone such illegal
and inapproptiate behavior.

. Competition Threatened. If the bill were adopted, a new class of competitor would be
created, one that can use pre-tax dollars raised from ratepayers to create and build new
unregulated ventures. Subsidized competition against incumbent providers who are
required to provide service even to high cost areas can lead and has led to cherry-picking
and real harm to providers of last resort.

. Disincentive for Advanced Services. The coops claim that they need to be able to
subsidize competitive telecommunications services in other utilities’ service territories so
that advanced services can be provided in rural areas. For-profit utilities like CenturyTel
already provide a full array of advanced services throughout their rural territories.
Subsidized competition from coops will provide a disincentive against further investment
in rural territories by for-profit utilities, investment which could become “stranded” due
to unfair competition. Nothing stops coops from providing advanced services to their
own member customers.

Public Service Commission. The cooperatives previously asked the PSC to make this
change by considering patronage capital to be retained earnings. The PSC, acting
consistent with the law and sound public policy, declined. In measuring the financial
health and ability of cooperatives to provide economical, reliable service to members, the
PSC saw the change as a serious threat. It said patronage capital “should not be placed at
risk of loss (or gain)” and that to “do otherwise would endanger the cooperative’s core
utility capital structure, inconsistent with the legislative intent expressed in Section 1 of
1985 Wisconsin Act 297, which [said] the Commission should keep ‘as its main purpose
the protection of the interests of ratepayers of public utilities offering regulated
telecommunications services’” during a time of transition in the telecommunications

I




industry. Accounting Treatment for Patronage Capital by Telecommunications
Cooperatives, PSCW Docket No. 05-US-115, January 2003.

HIST NO

LRB Analysis Inaccurate. The LRB analysis of the patronage capital/cross-
subsidization bill says that coops were allowed to subsidize competitive ventures with
patronage capital until 2003. As the following chronology shows, this is incorrect.

Early Decades. Cooperatives have always bad restrictions placed on the uses to which
patronage capital could be put. The restrictions that patronage capital be returned to
members (unlike retained earnings) has been present in most Wisconsin cooperative
bylaws since they were created, and form an important basis for the tax benefits that
cooperatives have always enjoyed.

1985 Act 297. The Legislature restricted the ability of teleccommunications utilities to
subsidize unregulated business ventures in 1985. This legislation effectively prohibited
utilities from charging higher rates for regulated services in order to finance competitive
ventures. Only corporate after-tax profits, i.e. retained earnings, could be used for
investmments in such ventures.

1988. The restrictions placed on patronage capital and distinguishing it from retained
earnings are embedded in a cooperative’s bylaws. The system of accounts used by the
PSC happened to include separate subaccount titled patronage capital. A new system was
adopted in 1988 did not have an account by that name.

Chibardun Order, November 2001. The PSC found that a cooperative had been using
patronage capital to subsidize unregulated affiliates providing service to non-members. It
found this to be a violation of the law, because the subsidies did not come out of
“retained earnings.”

Patronage Capital Accounting Decision, January 2003. Afier the Chibardun Order,
the PSC instructed the cooperatives as to the correct account to be used for patronage
capital, as the case had brought this issue to the PSC’s attention. In response, the
cooperatives asked the PSC to allow patronage capital to be considered retained eamings
and thus eligible for subsidization of unregulated businesses for non-members. The PSC
denied the request.

Patronage Capital Legislation, AB 515, 2003-04 session. The bill had a public hearing
and died in committee last session.

Now. The cooperatives are again seeking from the legislature something that is

forbidden by their bylaws, is antithetical to their non-profit organizing principle, and that
would place their ratepayers and fair competition in Wisconsin in jeopardy.
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Restrictions on Telephone Cooperatives in Other States

In connection with SB 111, the telephone cooperatives claim that Wisconsin is the
only state that restricts the ability of telephone cooperatives to cross-subsidize their affiliates or
non-regulated activities with patronage capital. That is not the case.

It should be noted that many states have no telephone cooperatives today.
Nonetheless, restrictions on cross-subsidization that protect revenues from regulated services
(e.g. patronage capital) are common in many states, for example:

Virginia: “The following practices are prohibited: (1) Cost shifting or cross subsidies between a
cooperative and its nonregulated affiliates;” 20 Va. ADMIN. CODE § 5-203-30 (2005).

Colorado: “The price of telecommunications services or products which are not subject to the

jurisdiction of the commission shall not be priced below cost by use of subsidization from

customers of services and products subject to the jurisdiction of the commission, and any such

Eross subsidization is deemed to be an illegal restraint on trade” CoOLO. REV. STAT. § 40-15-106
2005).

Delaware: “Cross-subsidization of competitive services with revenue generated by basic
services or discretionary services is prohibited. Cross-subsidization of discretionary services
with revenue generated by basic services is prohibited.” DEL. CODE. ANN. tit. 26, § 7109(a)
(2005).

Florida: “The price of nonbasic telecommunications service ... shall not be below its cost by
use of subsidization from rates paid by customers of basic services.” FLA. STAT. ch. 364.3381(1)
(2004).

Hawaii: “Noncompetitive services offered or provided by any telecommunications carrier must
not cross-subsidize the telecommunications carrier’s competitive services.” Haw. Admin. Rules
§ 6-80-35 (2005).

Idaho: “may not subsidize nonprice-regulated telecommunication services with those
telecommunication services price-regulated by the commission” IDAHO CODE § 62-613 (2005).

Illinois: “Commission shall not allow any subsidy of competitive services or nonregulated
activities by noncompetitive services.” 220 ILL. COMP. STAT. 5/13 507 (2005).

Michigan: “Basic local exchange or access rates or proceeds ...shall not be used, directly or
indirectly to subsidize or offset the costs of other products or services offered by the provider or
an affiliate of the provider....” MicH. ComMp. LAWS § 484.2308(1) (2005).

Minnesota: “No [provider] shall subsidize flexibly priced or non-price-regulated services from
other services.” MINN. STAT. § 237.770 (2004).

Oregon: “No telecommunications utility may use revenues earned from or allocate expenses to
that portion of its business which is regulated under this chapter to subsidize activities which are
not regulated under this chapter” OR. REV. STAT. § 759.030(5) (2005).

Pennsylvania: “it is the policy of this Commonwealth to ... ensure that rates for noncompetitive
telecommunications services do not subsidize the competitive ventures of providers of
telecommunications services.” 66 Pa.C.S. § 3001 (2004). ‘

Tennessee: “The authority shall, as appropriate, also adopt other rules or issue orders to prohibit
cross-subsidization” TENN. CODE ANN. § 65-5-208(c).
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COMPARISON OF BUSINESS AND ACCOUNTING METHODS:
TELEPHONE COOPERATIVES VS. INVESTOR-OWNED PHONE
COMPANIES

Investor-owned Corporation Cooperative

Who uses the services? Generally non-owner customers Chiefly the owner patrons

Who owns the business? Stockholders Member patrons

Who has voting rights? Common Stockholders Member patrons

How is voting done? By shares of common stock One member, one vote
Common stockholders and

Board of Directors

Who determines policies? Member patrons and

Board of Directors

Who gets the operating proceeds? Stockholder by proportion of Patrons on a patronage
Stock held basis

Cooperative Balance Sheet Investor Owned Corporation Balance Sheet
(Cochrane Telephone - 2004) (CenturyTel - 2004)
Assets Assets
Cash and equivalents $ 182,704 Cash and equivalents $ 167,215,000
Accounts Receivable $ 138,339 Accounts Receivable $ 236,187,000
Materials, Supplies  $ 5,152 Materials, Supplies  $ 5,361,000
Other $ 21,432 Other $ 14,691,000
Total Current Assets $ 347,627 Total Current Assets $ 419,847,000
Property, Plant Property, Plant
and Equipment $ 3,431,471 and Equipment $ 3,341,401,000
Noncurrent Goodwill
Assets $ 696,159 and other Assets $ 4,035,705,000
Total Assets $ 4,475,257 Total Assets $ 7,796,953,600
Liabilities Liabilities
Accounts Payable $ 682,723 Accounts Payable $ 141,618,000
Short Term Debt $ Short Term Debt $ 249,617,000
Other $ 301,649 Other $ 300,383,000
Tot. Current Liabilities $ 984,372 Tot. Current Liabilities $ 691,618,000
Long Term Debt $ 1,737,707 Long Term Debt $ 2,762,019,000
Deferred Credits Deferred Credits
and Other Liabilities $ 15,053 and Other Liabilities $ 933,551,000
Total Liabilities $ 2,737,132 Total Liabilities $ 4,387,188,000
Stockholders Equity
Members Equity Preferred Stock $ 7,975,000
Memberships $ 5,680 Common Stock $ 132,374,000
Patronage Capital $ 1,657,993 Retained Earnings $ 3,055,545,000
Other Capital $ 74,452 Paid-in Capital $ 222,205,000
Other $ (8,334.000)
Total Member Total Stockholder
Equity $ 1,738,125 Equity $ 3,409,765,000
Total Liab. & Equity $ 4,475,257 Total Liab. & Equity $ 7,796,953,000
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My mottvatlen as a general manager is not to produce a hlgher bottom hne every year.

| Vemon Telephone
| Cooperatwe 1S a
‘community service’

By ED HOSKIN .
Of the. Tribune staff : B

WESTBY, Wis.. — The only bottom

line at the Vernen Telephone
Cooperative is ensuring its cus-
tomers have the services they want
at the price it costs to prowde them
. Sound like a
sales pitch? It’s
not an empty |

* boast. This busi~ .
ness doesn’t oper-
ate to make a
profit, and when

. it does, the profits
get sent-fo the
same addresses
the bills go. - i

- The Westby- AR
based, nonprofit Rod Olson'
,telephone cooper-

" ative is one of just 11 telephone coop-
eratives in the state, and there are

“only several hundred of them in .
America, acéording to the National

-Telecommunications. Cooperatxve
Association.

Owned by subscribers, or mem-
bers as they are known in Vernon
County, telephone cooperatives .

. sprang up largely in rural greas’,

whiere larger, private teleplione com- :

panies didn’t want to venture -
‘becauseé it would take too many
. years to make a profit.

“That’s why cooperatives are
good, becauseé people have a say in
how the company is run,” said Rod "~
Olson; general manager. of the -
Vernon Telephone Cooperatxve. “t’s
not dictated. We’re dnven by sérvice
and not profit.”

The coopemtxve which has about
6,500 members in eight Vernon
County communities, recently gave
back about $356,000 to its sub-
seribers, Olson said. The amount of
.an md1v1dual dividend is based on

' Seerce usage.

“We're running in the black, but it

wasn’t always that way,” Olson said.

“Like any start—up, it takes a while to

“get going.”
A movement began fo form a tele-
phone company in Vernon County in
11950 when & group of farmers-held a
- meeting at Liberty Pole, accordmg
.to the Vérnon Telephone -
Cooperative’s Web site. Until that
time, communities like Westby,
. Liberty Pole, Genoa, La Farge and
De Soto each had a smgle operator
“usually based in'a general store,
.Substandard telechone wires were

It's to get services to our members and still stay afloat here

~ Rod Olson of the Vernon Telephone Cooperatlve

hones for the peopl

m&ﬂm»fmummm

Techmcuan Steve Lueck checks cm:ult boards at the Vernon Telephone Cooperatlve The Westby-based, non-
" profit telephone cooperative is ene of just 11 telephone cooperatives in the state; and there are only several
'hundred of them in America, according to the National Teleoommunlcatlons Cooperatwe ASSOCIathﬂ

‘often strung from fences, trees and-

) buildings.

A federal loan was apphed for,
and during the loan approval waltmg
process, the Bad Axe.Telephone Co.
was created in 1951. In 1961, the -
company moved.-its offices from”
Viroqua to Westby, and it was .
rénamed the Vernon Telephone

“Cooperative.

With 29 employees, the coopera-
{ive serves Westby, Genoa, De Soto,
La Farge, Liberty Pole, lea
Readstown and Yuba.

“The telecommunications business
rarely stands still for very long, and

the Vernon: County cooperatwe does-

't offer just telephone service.
‘High-speed Internet service is avail-
able for all members, and digital .
television over the phone line recent-

_ly became available; Olson said.

- Telephone users pay an up-front
connectlon fee, and there is a $11°
dollar monthly charge that hasn’t
changed since the early 1990s, Olson
said. Local telephone calls are free, .

and there is a flat long-distance rate.
~ of 10 cents’'a minute, he said.

The chances of finding a better
deal at larger private compames is

“eprettv slim.” Olson said -

Addmonally, it is customers,who
elect the cooperative’s board: of

“directors, and in practice help con—

trol busmess decisions.
“It's a real sweet deal Olson

 said. “If a member. wants a service,

we find a way of doing it without

‘having to take a project through five
. layers of corporate bureaucracy. =

“We’ré kind of emotionally tied to
our members,” he said. “My motiva-

tion as a general manager is not to 5
- produce a higher bottom line every.-
_year. If’s to get services to our mem-
- bers-and still stay afloat here.
_ “It's kind of like & commumty ‘ser-
“vice,” he said.

David Dregne of Westby gets his -
home telephone and:Internet service
from the Vernon Telephone 3

Cooperative, The gooperative also ° -

serves his Westby buSmess, Dregne..
Scandinavian Gifts. -
“The Vernon telephone company

" is a very. progressive company going

into the electronic world,” Dregne

" said. “They are not just sitting

around letting the world pass. I just -
switched my Internet system.”
Geétting a dividend because the

‘cooperative made a profit that year

nleasas Nreons tn naand

“When it comes, ;t's a pleasant
surprise,” said Dregne, whose busi-.
ness recently received a check for

.-.about $300 from the cooperative.

" The independent telephone indus-

try began in the 1890s, according to-
" a NTCA article about rural telecom-
_munications history. Early coopera-
- lives or farmer mutual systerms pum-
. ‘bered about 6,000 by 1927, though

many systems were detenoratmg
‘The 19305 saw the creation of the
Fedéral Comrhunications Commis:

" sion and the 1934 Commumcatmns

Act that made the concept of univer-
sal service the law of the land,

: according to the NTCA. But it wasn’t
. until after World War II that long-

term, . low-interest loans were made

" available to rural telephoné systems.

This availability sparked a new .
era of growth for rural telephony,
which continues today, accordmg to
the NTCA.-

‘The Cochrane Cooperatwe

E ;I‘elephone Company in Buffalo

County is another area telephone
cooperat1ve. .
Q.
Ed Hoskm can be reached at

ehoskm@lacrossembune com or
(BNAY 7018908
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J.0.B.Z = Job Opportunity Business Zones

» Similar tax-free zone programs are currently operating in Michigan
(Renaissance Zones), Pennsylvania (Keystone Opportunity Zones) and most
recently Minnesota (Rural JOB Zones). Each of these states has had
overwhelming success in attracting businesses, creating high paying jobs, and
spurring billions of dollars in new capital investments in the tax-free zones.

» The Minnesota program alone has attracted 130 businesses to the new zones
representing the creation of nearly 2,500 high-paying jobs and over $400
million in new capital investments in its FIRST year alone. At least two
Wisconsin based businesses have moved their operations to Minnesota to take
advantage of the new program resulting in nearly 200 family supporting
Wisconsin jobs lost.

**Polaris Industries = 105 jobs w/ an average hourly wage of $23.80
**Wausau Paper LLC =75 jobs w/ an average hourly wage of $12.00

» Our Wisconsin Rural JOBZ Act will move our state forward in the business
recruitment battle with other Midwestern states by providing refundable tax
credits to businesses for: corporate franchise taxes; income taxes for operators
or investors; capital gains taxes; sales taxes on goods and services used in the
zone (if they are purchased from other businesses within the zone); and
property taxes on improvement projects.

Why we need JOBZ in Wisconsin?

» To stimulate business investment and job creation in rural Wisconsin by
providing refundable tax credits to companies that expand or relocate to one of
the 10 Rural Job Opportunity Business Zones

» Our Rural JOBZ Bill will provide refundable income, franchise, capital gains,
and sales tax credits to businesses for relocating to rural Wisconsin and in the
process creating family-supporting jobs for residents of these communities

» Our Rural JOBZ bill will provide local communities with the valuable
economic development tools they need to attract businesses and keep pace
economically with more populated areas of the state like Milwaukee and
Madison

Who is supporting the Rural JOBZ Act?

» Wisconsin Economic Development Association, Wisconsin Counties
Association, Wisconsin Towns Association, WMC, Wisconsin Realtors
Association, Wisconsin Builders Association, Wisconsin Housing Alhance,
Community Bankers of Wisconsin




Minnesota’s Tax Free Zones Program First Year Analysis

BUSINESS RECRUITMENT RESULTS

>

>

130 companies have relocated, started up, or expanded to the new zones in one year

60% of these businesses represent the manufacturing and machining sector with an average
hourly wage of over $10.00 per hour

33% of the businesses were classified as service or transportation sector companies with an
average hourly wage of over $10.00 per hour

41% of the companies that took advantage of the new program were new business startups
and relocations from outside of Minnesota

42% of the initial tax-free zone participants in the first six months were local business
expansions that were already located in one of the zones

2,500 new high-paying jobs were created along with more than $400 million in
new capital investments in its FIRST year alone ST T T

At least two Wisconsin based businesses have moved their operations to Minnesota to take
advantage of the new program resulting in nearly 200 Wisconsin jobs lost.

The Program is working

>

>

Nearly 75% of the participating business zones reported receiving a steady flow of calls
from interested businesses regarding the tax-free zone program

25% of the rural communities in the zones had at least one business application in process
app p

within the first 6 months of the program’s creation and nearly 10% of these communities
had multiple applications in the pipeline

The program participants at the local level are taking this program seriously within six
months of the program’s initiation nearly 60% of the communities had held a public
hearing on the matter and 73% of them had already initiated their marketing strategies

The Minnesota Department of Revenue estimated the initial costs of the program in
foregone taxes at the state level to amount to $4.5 million in fiscal year 2004-2005. With
new capital investments in the first year alone totaling over $400 million, it is obvious
that the benefits of the program have far exceeded its cost

**Source: Job Opportunity Building Zones: A vear one progress report from the Center for Rural
Policy and Development a private, not-for-profit policy research organization dedicated to benefiting
Minnesota by providing policy makers with an unbiased evaluation of legislative issues from a rural
perspective.
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(608) 267-0280 « Fax: (608) 282-3669 www.legis.state.wi.us/assembly/asmé9/news

March 23, 2005

The Honorable James Doyle
Govemor

State of Wisconsin

115 East, State Capitol
Madison, WI 53702

Dear Governor Doyle:

I'am writing to respectfully request your support of my Rural “JOBZ” Act, Assembly Bill 208,
which would create refundable tax credits for businesses that relocate or expand to one of 10
Rural Job Opportunity Business Zones in underdeveloped areas throughout the state. As you may
know this bill is being fast tracked in the State Assembly.

As I'm certain you are aware, Minnesota created a similar business incentive program last year
that has attracted 130 new businesses, representing nearly 2,500 new jobs, and more than $400
million in new capital investments in rural Minnesota in its first year alone. At least two
Wisconsin businesses have moved their operations to Minnesota to take advantage of the new
program resulting in nearly 200 family supporting Wisconsin jobs moving out of state. In fact, in
last week’s Eau Claire Leader-Telegram, a full-page ad targeting Chippewa Valley businesses
appeared using the headline: ‘Minnesota Wants You In Our Tax Free Zones!’

In the interests of business and job retention, I would very much like to work together with you in
a bi-partisan manner on this proposal. Iam confident that this initiative will help move
Wisconsin forward in the business recruitment battle among other Midwestern states by
rewarding businesses for making Wisconsin their home.

Once again, I am respectfully requesting your support of Assembly Bill 208 to protect Wisconsin
communities from any further job losses and to help create a competitive edge for attracting new
businesses to our state. Ilook forward to working with you and your office on this important job
creation effort.

cott Suder
State Representative
Wisconsin’s 69* Assembly Distric

Cc: Speaker John Gard
Majority Leader Dale Schultz

Assembly Committee Assignments:
Criminal Justice, Chairman e Rural Development, Vice Chairman e Corrections and the Courts
Transportation » Agricuiture « Law Revision ¢ Rural Economic Development Board




Valley needs fast
action on JOBZ Act

tate Rep. Scott Suder (R-Abbotsford) has done the
S Chippewa Valley a favor with some fast action on a
growing economic development problem in the area. Now
it’s up to the legislature to follow suit.

Suder’s Rural JOBZ Act is a response to a similar program
m Minnesota that has cost western Wisconsin jobs.

Minnesota's program essentially lets companies off the hook
on property taxes for a period of time in exchange for creating
jobs in rural areas. It has generated over $400 million in new
capital investments and helped ereate nearly 2,500 jobs there.

And some of those jobs were on their way here, to western
Wisconsin. Economic development leaders have complained
that Minnesota’s program is killing their efforts. Some proj-
ects scheduled for Wisconsin suddenly went west as a result.

Suder’s bill, co-sponsored by State Sen. Dave Zien (R-
Wheaton), is an attempt to duplicate that success here, It
would establish 10 rural Job Opportunity Business Zones in
underdeveloped areas. Companies relocating or expanding to
these areas would earn state and local tax credits.

Finding some program to put on the table to compete with |
Minnesota's JOBZ program was a major issue discussed with :
legislators at the Chippewa Valley Rally in January. Suder's !
hill appears to fill that need.

The Assembly Rural Development Committee, of which
suder is vice chairman, just held a public hearing on the bill,
which 1s on the Assembly leadership’s 100-day agenda.

We urge the legislature to keep this one on the fast track,
before Minnesota gains more jobs at western Wisconsin's
expense. ;

Souvce: The Chippewa. Herald 3-17-05
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Harmon Solutions cail center ot 404 S,
abowt 160 workers and may grow to 250, Cormpany officials
chose Eau Claire as g site last sumimer after heing enbiced by

State looking for JOBZ

Jarstow 51 employs

Wisconsin,

L ,gvfslalm:s /)1,1,5/1, busrness incentives j)la N

By Michael Klein
Leader-Teiegram siaft

Last summey Wisconsin was making a
hid to tand a lo0-employee call conter for
Harmon Solutions. But rhe state’s mcentive
package wasn't as uerative as some offors
from other states, particularhy Toxas,
Prestdent Paul Gross said.

Harmon eventually put the center in Fau
Claire because of the strong work cthic and
the neutral Midwestern aceents of the local
workforce, as well as the hard work of local
cronomic developers, Gross said,

still, Gross thinks bigger incentive pock-

Source:

ages would help draw more businesses to
Wicansin,
“Fihiok its o g pert of the decision-

making process.” CGross said, *T think roday

there's just so much penefit from the tax
Jatlars that aye generated” by new hie-
Nesses,

Two wostern Wisconsin <aie legislators
have proposed 4 more huicrarive imcentive
program to draw businesses to the stare'’s
rural areas. particularly narthern

The proposed “Rural JOBZ Act i pat-
terned after Minnesota's JOBZ, which
already has attracied some jobs from

OIS

Staff phioto by Dan Reliand

meentives, Legisiators hope (o pass & law that wauld offer
more fucrative incentives to Businesses moving to rural

Wisconsin, said state Rep. Scott Suder, R-
Abbotsfard, who co-sponsored the bill with
state Sen. Dave Zicn, R-Eau Claire.

Qualifving businesses that expand in or
move ta one of the 10 zones in rural
Wisconsin would get refundable ra credits
o corporate franchise mxes, property
tases, capital gains taves and sales taxes.
Their owners or operarory even could
clain refunds on incone taxes.

The proposal comes as the war for jobs
has heared up between the states,

Eau Claire-based Menards recently
doctded o move an cxpunded fAixtures
plant w Belgrade, Minn., and legislators

See JOBZ. Page 2A

Eau Cloyre Lwdcr—ﬁleyw\ 3-00-05
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s Wisconsin Builders Association

Builders

sl Dedicated to Preserving and Promoting the American Dream

President
Dan Schneider
Kiel
President-Elect
Frank Madden
Mequon

March 16, 2005

e Representative Scott Suder
Fact Eesaldent 21 North, State Capitol
Greenleaf Madison WI 53703

Ll Dear Representative Suder,

Associate Advisor We are writing you today to offer our support for Assembly Bill 208 (AB
2 flleiSeaior 208). AB 208 will create rural enterprise development zones and
providing tax incentives to qualified businesses in the zones, create
refundable individual income tax credits for income and capital gains
Area derived from the zones and help spur economic development in rural
Vice Presidents areas of our state.

Racine A similar bill was highly successful in the creation of 2000 new high paying
Jim Selting jobs in rural areas of Minnesota.

Bob Sarow We would like to offer our help in passing this important piece of
legislation this session.

Please let us know if we can help you in your efforts this spring to pass AB
Antigo 208.

dohu: Anderson Sincerely,

DESCHANE
[Députy Executive Vice-President Director of Political Affairs

CC: Senator David Zien

Kevin Pitts
Green Bay

Jim Klappa

Milwaukee

oy v rhassch @ 4868 High Crossing Boulevard « Madison, Wisconsin 53704-7403

ary Roetvig (608) 242-5151 » (800) 362-9066 * Fax (608) 242-5150
NAHB www.wisbuild.org
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¢ Assembly Committee on Rural Development:

The Wisconsin Housing Alliance urges your support for Assembly Bill 208.

o | The economic incentives available in the Rural Enterprise Zone Act would help the

ks
it

i
4
s
?

| Wisconsin Housing Alliance to recruit factory-built housing manufacturing facilities and
4 help encourage business expansion in Wisconsin.

-1 The Wisconsin Housing Alliance represents over 450 businesses that include all aspects to
| the factory-built housing (modular and manufactured homes) industry. Wisconsin serves as

the home for 12 manufactures and almost 200 retailers of factory-built homes. And the

Alliance works hard to expand this important manufacturing base.

. Central Wisconsin has a strong and skilled workforce for factory-built housing and the
¢ Alliance actively recruits and encourages manufactures to consider expansions and

relocations to Wisconsin. As well, the significant size of the factory-built housing facilities
often require a rural location. For example, many factories cluster in the Clark, Marathon,
Wood and Portage county region.

The Rural Enterprise Zone Act would provide a helpful economic development tool for

~ Wisconsin and would be an important tool in the Alliance’s work to bring more factory-built

housing jobs to Wisconsin.
Again, we urge your support for Assembly Bill 208. ¥ h S,

Best regards,

Luke D. Rpﬂins

Director of Government A ffairs
.- Wisconsin Housing Alliance
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March 24, 2005

Representative Scott Suder
PO Box 8953
Madison, WI 53708

Dear Senator Suder:

On behalf of the Community Bankers of Wisconsin (CBW) and our 215 member banks I
would like to register our support for the Rural JOBZ Act (Assembly Bill 208). Thank
you for your leadership in advancing this important legislation.

CBW members are community banks many of which are located in rural Wisconsin
communities. Community banks are a vital and sometimes only source of capital for local
small business investment. The Rural JOBZ Act will help stimulate economic activity
and job creation in rural communities. These communities are a vital component to our
states economy and to the families that live and work in these areas.

Thank you again for your leadership on this important issue.

Sincerely,

Gul) {0

Daryll J. Lund, CAE
President & CEO

M 455 Countv Road M Siite 101 o Madican W1 52710 a 14ND1 829 2990 - r_.. 1776% nnn nvs s




OFFICE OF
CHIPPEWA COUNTY ADMINISTRATIVE
COORDINATOR

Michael J. Murphy
Administrative Coordinator/ 711 N. Bridge St., Rm. 304 Phone: (715) 726-7977
County Board Chair Chippewa Falls, W1 54729 Fax: (715) 726-4599

Connie J. Fisher Phone: (715) 726-7984
Administrative Assistant/ Risk Manager Fax: (715) 7264599

March 11, 2005

Assemblyman Scott Ruder

State Representative—69™ Assembly District
Room 21 North State Capitol

P.O. Box 8953

Madison, W1 53708-0280

Re:  Rural JOBZ Act - LRB 1297
Dear Assemblyman Suder:

I am writing this letter of support of the Rural JOBZ Act on behalf of the Chippewa
County Board and in the interest of promoting creation of jobs and economic
development in the rural areas of Wisconsin. Neither I nor anyone from Chippewa
County will be able to attend the public hearing on this bill being conducted by the
Assembly Rural Development Committee so please provide this letter to the Committee
for their consideration.

The Rural JOBZ Act that you and Senator Dave Zien are currently sponsoring is just the
type of legislation that this part of Wisconsin needs as we compete with Minnesota to
create jobs and keep jobs from moving west across the border. Chippewa County
wholeheartedly supports your efforts to promote economic development through tax
credits to businesses that expand or relocate in one of the 10 rural JOBZ zones.

Chippewa County is very active in promoting economic growth through job creation and
your bill will provide another incentive to businesses to come to Chippewa County. As
you know, the Minnesota rural business incentives have already cost Wisconsin jobs as
businesses saw a more business friendly atmosphere to the west. Thank you to you and
Dave Zien for all of your efforts and support for rural Wisconsin.

Sincerely,

Mok o 0. it by
Michael J. Mgrphy

Chippewa County Board Chair
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May 2, 2005

Representative Scott Suder
102 S. Fourth Avenue
Abbostsford, Wi 54405

Dear Representative Suder:

On behalf of the Marshfield Area Chamber of Commerce & Industry, | wish to express our support for
your proposal bill called the “Rural Jobz Act”. As you know we had expressed an earlier concern that there
needed to be a safe guard put into place that would discourage businesses to relocate from one part of
our state to another, but you have adequately addressed this issue.

We applaud your efforts through this proposed legislation that would be another tool to attract new
businesses looking to relocate or expand to rural Wisconsin, and more importantly provide incentives
for those that are already here, planning to expand their operation in our areas of the state.

Thank you again for your continued support of business and industry in rural Wisconsin.

Respectfully,

Barb Fleisner

Barb Fleisner
Executive Director
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815 W Maple * Street Stanley, W 54768 Phone: 715-644-2909 « Fax: 715-644-2707

April 18, 2005

The Honorable Representative Scott Suder
Room 21 North, Capitol Building

P.O. Box 8953

Madison WI 53708-8953

Dear Representative Suder:

As the Board Chairman of Ace Ethanol and Innovative Biorefining Technologies
Companies at Stanley Wisconsin we wish to commend you and acknowledge your
support of AB 208.

All too often rural communities have been passed over and denied incentive programs
that were directed to urban areas. This is patently unfair and your proposed bill would g0
a long way to even the economic development playing field between urban and rural
areas.

Congratulation goes to you for your innovative insight to help bring economic growth to
rural Wisconsin.

b-Sather, Board Chairman,
- Ace Ethanol and
Innovative Biorefining, Technologies




St'@m

[]ECONOMIC
DEVELOPMENT

CORPORATION

LEGISLATIVE ISSUES 2005-2006

Minnesota JOBZ Incentive Program
Assistance for Wisconsin Border Counties

BACKGROUND } In carly 2004, the state of Minnesota established the Job Opportunity Building Zone
(JOBZ) incentive program to stimulate economic development opportunities in rural

Minnesota. JOBZ incentives include many state and local tax exemptions to qualifying
businesses.

Ten JOBZ zones, encompassing over 29,000 acres in 325 subzone communities, have
been created in Minnesota. Each zone has a maximum duration of 12 years, beginning
January 1, 2004.

Qualifying businesses that start-up, expand, or relocate within a JOBZ zone are eligible
for the following exemptions: corporate franchise tax; income tax for operators or
investors (including capital gains tax); sales tax; property tax (excluding land); wind
energy production tax; and employment tax credit for high paying jobs.

The seven county Minneapolis~St. Paul metropolitan area is exempted from the JOBZ
program.

THE ISSUE > For many years, St. Croix County, Wisconsin has been a viable location for Minnesota
companies seeking an expansion or relocation site. This is due to many factors, including

St. Croix’s close proximity to the Minneapolis~St. Paul metro area.

Due to the JOBZ incentives, fewer and fewer companies are considering expansion
opportunities in St. Croix County.

REQUEST } St. Croix EDC respectfully requests the creation of an incentive program to allow border
counties to effectively compete against Minnesota’s JOBZ incentives. Greater flexibility

of existing programs is also requested.

Potential elements include: (1) more flexible use of existing state tax credit programs;
(2) introduction of state employment tax credits for scientific and technology-based
jobs; and (3) creation of ‘border development zones’ which offer certain tax credits to
Minnesota businesses expanding or relocating to counties like St. Croix.

ABOUT SCEDC ’ St. Croix Economic Development Corporation (SCEDC) was launched in 1993 as the independent economic
development arm of St. Croix County. As an IRS 501{c)(6) not-for-profit organization, SCEDC operates as a ‘business

league’comprised of a diverse set of members that work to improve the area’s business climate. SCEDC's membership
consists of public sector supporters (i.e. the county, cities, villages, and towns) and private sector supporters
(banks, urility companies, general contractors, service companies, and manufacturers, etc.). Reflective activities of
SCEDC include business retention, business expansion, business recruitment, and new business incorporations.

St. Croix Economic Development Corporation « 1101 Carmichael Road « Hudson, Wi 54016 « 715-381-4383 » www.stcroixedc.com



