UTILITY REPLACEMENT TAX TASK FORCE MEETING

MINUTES

November 8, 2001

The Utility Replacement Tax Task Force met at 10:00 a.m. on November 8, 2001.  A quorum was present.    

Participants

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; Larry Sigel, Director of School Finance, Iowa Association of School Boards; and Grant Veeder, County Auditor, Black Hawk County.  Members absent were Alan Kemp, Michael Rubino, and Cynthia Eisenhauer.  

Others attending were 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; Mark Johnson, Ahlers Law Firm; and Gene Eich, Consultant.  

The minutes of the October 11, 2001 and the agenda for November 8th were approved.

Review Drafted Legislation.

At the October 11th meeting of the Utility Tax Task Force the members accepted the recommendation of the subcommittee that was outlined in that meeting.  The proposal provided in part:

· New generating plants 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.

· Provides an equitable way to distribute replacement tax revenue for stand-alone generating plants through the mental health property tax fund.

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

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

The proposal also recommended a law change to address the allocation of a municipal generating plant’s remaining taxable value beyond the first $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. 

At today’s meeting Grant Veeder relayed to the task force certain concerns expressed by the Iowa State Association of Counties (ISAC) regarding the allocation of value in excess of the first $44,444,445.  Mr. Veeder said he supported the subcommittee’s and task force’s proposal of the allocation of the excess value but ISAC requested further review of the issue for the following reasons:

1) “We are not convinced this is the best solution, since the mental health fund and its property tax relief appropriation should be left alone in accordance to its specific mechanism.”

2) “One of the reasons why local governments (including ISAC) agreed to the new utility replacement tax is because we were ensured that any growth generated from the utility replacement tax would be allowed to benefit local government budgets and not be required to provide dollar-for-dollar property tax relief.”

3) “Currently, Iowa power utilities write checks to many counties.  For example, MidAmerican writes checks to 67 or so counties.  We do not see it as a big inconvenience (in the technology age) for a power utility to write checks to 99 counties.  Also, in the future, electronic tax payments are quite probable, which would alleviate this matter.”

ISAC proposed a couple of alternatives to the task force’s proposal.  One alternative is to maintain current law as is, until real problems are identified.  Another alternative is to allow the “excess tax” to be received by all taxing jurisdictions, allocated proportionately according to all existing power utility valuation statewide and allow each taxing jurisdiction to apply the excess tax as best needed. 

Gene Eich responded to ISAC’s concerns by stating that one of the goals of the legislature when it created the replacement tax was ease of administration.  The current proposal provides this.   Mr. Eich also said that it was fair and equitable to make such a distribution through the mental health fund.  

Larry Sigel voiced another possibility.  He asked why not put the excess in the school aid formula, which would provide property tax relief?

At the meeting, Co-chair Gerry Bair read the email message the task force members received from Mike Rubino.  Mr. Rubino said in part; “In regards to the allocation of the excess tax, my thought was that our proposal re-instated prior law that was inadvertently omitted when the new law was written.  I also favored a method to allocate the funds whereby it was easy to administer.  I thought that it was brought up that the power plant would have to generate a check to each county (99) and the county would have to generate checks to every taxing jurisdiction in the county.  I thought this would be inefficient when we could avoid the problem and group it with a fund that already performed this allocation.  If another method is just as easy to administer, I think we should review it.”

It was decided that the bill to be submitted to the legislature is that which was originally agreed upon.  The explanation of the bill should explain why the bill is being submitted this way.  A motion was made and seconded to move forward with this proposal.  Mr. Bair asked that the bill be reviewed by the task force when it is completed.  

Regarding the November 15 report to the Iowa Legislative Council, the report should incorporate the proposed legislation and include other options that were voiced.

A couple of additional comments voiced were the task force should remain active until there is a situation involving a rate change.  Also, the cities noted that they are interested in extending the “true up.”

Finally, Mr. Veeder reported on behalf of local governments that they thought the requirements of the task force are being carried out.
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