UTILITY REPLACEMENT TAX TASK FORCE MEETING

MINUTES

November 26, 2002

The Utility Replacement Tax Task Force met at 9:30 a.m. on November 26, 2002 in the fourth floor conference room of the Hoover state office building.  The meeting concluded at 10:20 a.m.  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; Cynthia Eisenhauer, Co-chairperson and Director of the Iowa Department of Management; Steve Evans, Manager, Energy and Tax Policy, MidAmerican Energy Company, representing investor owned utilities; Alan Kemp, Director of Membership Services, Iowa League of Cities; Deborah Krauth, public member, 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, Iowa Association of School Boards; Julie Smith, General Counsel, Iowa Association of Municipal Utilities; and Dawn Vance, Iowa Association of Electric Cooperatives.

Member absent was Jim Henter, President, Iowa Retail Federation.

Bill Peterson announced that he has replaced Grant Veeder as the representative for counties.

Others attending were Jim Miller, Assistant Attorney General; Dick Stradley, Alan Harding, Lori Marchese and Gene Eich (consultant) of the Department of Revenue and Finance; John Donnelly, counsel for the IAEC; Ed Raber, Washington County Economic Development Group; Mark Johnson, Ahlers Law Firm; Kerry Wright, Senate Democratic Research Staff; Jay Syverson, Iowa State Association of Counties; and Mike Albers, recording secretary.

Opening Remarks

Co-chair Eisenhauer acknowledged her sincere appreciation of Mr. Bair’s leadership on the Task Force since it’s inception.  This has been a dramatic change in the way utilities are taxed in the state of Iowa.  Mr. Bair has guided the process along each step of the way.

Agenda

No additions were offered.

Minutes

It was moved by Vance, seconded by Evans, to approve the October 28, 2002 meeting minutes.  The motion carried unanimously.

Natural gas delivery tax and tax allocation issues for deliveries to new gas-fired electric generators

Alan Harding reviewed the options for distributing any “excess” gas delivery tax to either the 426B fund or over the GPTE of all gas property within the competitive service area.  The “excess” being referred to here is the gas delivery tax allocated beyond the taxing districts where the new gas property is located.

A question was posed to Harding as to the appropriateness of allocating 10% of the gas delivery tax to the taxing districts where the delivery pipeline is located.  Harding said that the 10% allocation would come close to an average property tax equivalent for a by-pass pipeline.  Member Sigel said that the 10% allocation was agreed upon by representatives of county, city, and school organizations.

Member Sigel said that his motion made at the October 28 meeting was not what he had intended with regard to distributing the “excess” gas delivery tax.  He said that he intended that the “excess 90%” of the gas delivery taxes attributable from deliveries to new gas-fired generators be distributed over the GPTE of all of the natural gas property in the competitive service area where the new gas delivery property is located.

Member Peterson said that Sigel’s proposal would provide local governments with additional new revenues that they understood would accrue to them when new energy players entered the system.  He also voiced concerns that gas delivery taxes destined for the 426B property tax relief fund could be substituted for state general funds.

Co-chair Eisenhauer asked Harding which allocation method would more closely mirror pre-replacement tax law.  Harding said that if you patterned how electric generating plant values were handled, the “excess” for companies without other Iowa property would go to the state, and the excess for companies with other Iowa property would be distributed over the competitive service area.

It was moved by Sigel, seconded by Rubino, to amend the October 28 motion by striking the language with regard to “placing the remaining 90% of the gas delivery tax into a special fund for distribution by the Department of Management” and replacing it with “the remaining 90% of the delivery tax shall be distributed over the GPTE of all the gas property in the competitive service area where the gas property is located”.  The motion carried unanimously.

Alternative method to value gas & electric property which would bring the GPTE in closer alignment with the replacement tax

Mike Albers gave a few brief comments and heard that the Task Force wanted to move forward with the concept as voted on at the previous meeting.

Review of proposed legislation

Jim Miller reviewed the newly proposed legislation and said that the previously proposed legislation which failed to pass would be incorporated.

There was some discussion about applying the proposed statewide gas delivery rate to existing gas-fired generators.  Harding said that expansion of the statewide rate to existing gas-fired generators would result in $98,000 fewer tax dollars based upon data received from task force members.  Harding also said that while no analysis of tax allocation had been performed with respect to such expansion, he speculated that there could be adverse affects on some taxing districts.  No action was taken.

It was moved by Evans, seconded by Peterson, to move forward with the legislation as prepared but with section II being modified to reflect the sentiments of the earlier motion directing that the “90% excess” tax be spread over the GPTE of all gas property in the competitive service area where the new gas property is located.  The motion carried unanimously.

Co-Chair Bair’s parting comments

Co-chair Bair thanked the Task Force and staff for all their hard work and participation over the past three years.  He said that the Task Force works well in that all sides work together for the common good of the system.

Next meeting date

Co-chair Bair said that the next meeting date would be at the call of the Co-chairs.
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