UTILITY REPLACEMENT TAX TASK FORCE MEETING

MINUTES

October 11, 2001

The Utility Replacement Tax Task Force met at 10:30 a.m. on October 11, 2001.  A quorum was present.    

Participants

The Utility Property Tax Task Force met on Thursday, October 11, 2001.  Task Force members attending the meeting included Gerald Bair, Co-chairperson and Director of the Iowa Department of Revenue and Finance; Steve Evans, Manager, Energy and Tax Policy, MidAmerican Energy Company, representing investor owned utilities; Jim Henter, President, Iowa Retail Federation; Deborah Krauth, public member, Nyemaster Law Firm; Dawn Vance, Director of Governmental Relations, Iowa Association of Electrical Cooperatives; Julie Smith, General Counsel, Iowa Association of Municipal Utilities; Alan Kemp, Assistant Director of Membership Services, Iowa League of Cities; Michael Rubino, Manager State and Local Taxes, Deere and Company; and Grant Veeder, County Auditor, Black Hawk County.  Members absent were Larry Sigel, and Cynthia Eisenhauer.  

Others attending were JoAnn Johnson, State Senator; Clel Baudler, State Representative; Ron Amosson and Mike Albers of the Department of Management; Harry Griger, Special Assistant Attorney General; Dick Stradley and Alan Harding of the Department of Revenue and Finance; Bill Smith of the Iowa Utilities Board; John Donnelley, counsel for the IAEC; Cris Plocher with the Iowa State Association of Counties; Mark Douglas, Iowa Utilities Association; and Gene Eich, Consultant.  Also attending were Sue Dupre, Gene Doss, and Pamela Crawford of Entergy; Joe Johnson and Mark Salvador, Iowa Farm Bureau; Mark Johnson, Ahlers Law Firm; Robert Josten, Dorsey and Whitney Law Firm; Brian Johnson, Capitol Consultants; and Ray Forsythe, West Central I-80 Development. 

The minutes of the August 11, 2001 and the agenda for October 11 were approved.

Subcommittee Report Regarding the City of Geneseo – Who Gets the Money?

This issue centers on the tax allocation for a generating facility that has no other property in the State of Iowa.  Under previous law the State received the tax on property valued over $44,444,445, but this provision did not get written into the new law, so now all the tax gets distributed to the levying authorities at the site.  At the August 30 task force meeting the subcommittee, which analyzed this issue, presented examples of tax distribution under the current law and under the proposed law.  The task force then requested the sub committee to create and present examples showing companies with and without Iowa property to be expanded to include smaller generating facilities owned by smaller companies.  The task force also requested that the local government costs and benefits associated with a new generating facility be ascertained.

At the October 11 meeting Gene Eich reviewed item by item the additional examples requested by the task force.  Based on the examples the sub-committee offered the following recommendations:

· New generating plans should be valued at 8% of assessed value.

· Brings the plant value more in line with the plant revenue generation making the generation tax and GPTE align with one another.

· Cures certain tax allocation issues.

· Provides for a more straightforward local government budgeting process.

· Will help curb the likely tax shifting to other classes of property.

· Only the tax on the first $44,444,445 of plant value should remain at the site district.

· Current law would be made to operate like old law.

· Treats companies with and without other Iowa property in a similar fashion.

· The tax on the value in excess of the first $44,444,445 should be placed in the Chapter 426B mental health property tax relief fund, which would provide all property taxpayers in the state with a dollar for dollar property tax reduction.

· Ease of administration.

· Somewhat mirrors the old law in that any “excess” amount was “removed from the allocation system” and paid to the state.

· If the “excess” amounts were to be distributed within the utility system the task force would have to arbitrarily determine the various breaking points at which it made sense to distribute amounts statewide or at some lesser level.  

In addition, the subcommittee proposed a law change to address the allocation of a municipal generating plant’s remaining taxable value beyond the firs $44,444,445, as outlined in the repealed former section 428.37(2c).  This section previously required that any remaining “excess” taxable value would be allocated to each taxing district in which the municipal utility served customers and had electric meters.  The subcommittee pointed out that this allocation is not addressed under current law.  The subcommittee recommended that for any municipal generating facility without electric meters that any “excess” amounts be placed in the mental health property tax fund which will provide all property taxpayers a dollar for dollar property tax reduction.  This would treat these municipal facilities the same as all other electric companies. 

Harry Griger was asked to submit proposed legislation for this amendment for the task force to review.  

Southern Minnesota Municipal Power Agency

There have been instances where there is significant disparity between the replacement tax and the property tax. Harry Griger reviewed the proposed language regarding this issue.  He pointed out that Southern Minnesota Power Agency reviewed the language and agreed with it.  It was moved and seconded that this proposal be included in the proposed legislative package.  

Statutory Requirements

Co-chair Gerald Bair addressed the statutory duties of the Task Force.  Discussion followed.  It was requested that local governments report on their satisfaction with the Utility Property Tax program and the task force’s implementation and the way these duties are carried out. 

Next Meeting Date

The date of the next Task Force meeting is Thursday, November 8, 2001.  The meeting will be in the 4th floor conference room in the Hoover State office building, beginning at 10:00 a.m.  
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