Utility Replacement Tax Task Force

November 15, 2004 Report to

The Legislative Council

Background:

Code of Iowa Chapter 437A – Taxes on Electricity and Natural Gas Providers was passed during the 1998 session and signed into law by the Governor.  The law provides that property taxes formerly paid by electric and natural gas utilities are replaced with excise taxes associated with natural gas delivery, electric delivery, electric transmission, and electric production.

Section 437A.15(7) required the Department of Management to initiate and coordinate the establishment of a Task Force to study the effects of the replacement tax on local taxing authorities, local taxing districts, consumers, and taxpayers.   The results of the study are to be reported to the General Assembly by January 1 of each year through January 1 of 2005.  (2003 legislation extended the operations of the Task Force for two additional years).  The report is to include the specific recommendations of the Task Force for modifications to the replacement tax, if any, which will further the purposes of tax neutrality for local taxing authorities, local taxing districts, taxpayers, and consumers.  The Department of Management is also required to report to the Legislative Council by November 15 of each year through 2004 the status of the Task Force study and any recommendations.

Task Force:

Members of the Utility Replacement Tax Task Force include:

	Cynthia Eisenhauer
	Director, Department of Management (Co-chair)

	Michael Ralston
	Director, Department of Revenue (Co-chair) 

	Steve Evans
	Manager, Energy and Tax Policy, MidAmerican Energy Co.

	Jim Henter
	President, Iowa Retail Federation

	Alan Kemp
	Director of Membership Services, Iowa League of Cities

	Deborah Krauth
	Public Member, Attorney for Nyemaster Law Firm

	Bill Peterson
	Executive Director, Iowa State Association of Counties

	Michael Rubino
	Manager, State and Local Taxes, Deere & Company

	Larry Sigel
	Director of School Finance, IA Association of School Boards

	Julie Smith
	General Counsel, Iowa Association of Municipal Utilities

	Dawn Vance
	Director, Governmental Relations, IA Assn. of Electric Coops.


Meetings:

The Task Force met on September 29, 2004.  Meeting minutes can be found on the Department of Revenue web site (www.state.ia.us/tax) by selecting “Local Government” then “Utilities – Property Tax Replacement and Statewide Property Tax”.

Recommendations:

At their September 29, 2004 meeting the Utility Replacement Tax Task Force put forth the following proposed legislative recommendation.

· Statutorily extend the Utility Replacement Tax Task Force for another three years.

The proposal would amend subsection 437A.15(7) to extend the Utility Replacement Tax Task Force through January 1, 2008.  The proposal would also designate the directors of the department of management and the department of revenue as co-chairpersons of the task force.  Specific recommendations from the task force for modifications to the replacement tax would be transmitted to the general assembly by the department of management.
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