UTILITY REPLACEMENT TAX TASK FORCE MEETING

December 1, 1999

MINUTES

Participants

The utility Property Tax Task Force met on Wednesday, December 1, 1999.   Task Force members attending the meeting included Gerry 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; Jim Henter, Iowa Retail Federation; Deborah Krauth, public member, Nyemaster Law Firm; Bruce Meisinger, Finance Officer of the City of Waterloo; Dorothy Postel, CEO/Executive Vice President, Maquoketa Valley Electric Cooperative; Grant Veeder, County Auditor, Black Hawk County; and Mike Rubino, Manager, State and Local Taxes, John Deere.   

Others attending were Ron Amosson of the Department of Management, Jim Miller of the Office of Iowa Attorney General; Allan Harding, Dick Stradley, and Gene Eich (retired) of the Department of Revenue and Finance; Bill Smith of the Iowa Utilities Board; Gordon Greta, Legal Counsel, Iowa Association of Municipal Utilities; Dawn Vance of the Iowa Association of Electric Cooperatives (IAEC); John Donnelley, attorney for the IAEC; Elliot Smith of the Iowa Taxpayers Association; Alan Kemp of the Iowa League of Cities; and Margaret Buckton of the Iowa Association of School Boards.

Status Reports

Ron Amosson reported that various local governments were given an update on the utility replacement tax project.  Mike Albers, Ron Amosson, and Al Harding spoke to a combined meeting of county auditors and treasurers.  The topics covered were state and county responsibilities and property taxes for townships.  Ron Amosson followed that presentation with a presentation to the county supervisors regarding the proposed due date for township levies and the implications for failing to comply with that date.  There were a number of positive comments from supervisors and other county officials regarding the townships issue.  Ron also mentioned that Steve Ford and Lisa Oakley, both from the Department of Management, spoke to the IMFOA and community colleges respectively regarding the utility replacement tax issue.  Task Force member Bruce Meisinger said that he wished the presentation with the IMFOA could have included a little more background on the issue.  Alan Kemp of the League said that they have hit this hard at the budget workshops.  Grant Veeder commented that he felt there was still a little uneasiness by the county officials but he thought things were going fairly well.  He said the Department of Management has eased the workload a lot for counties.

Gerry Bair asked if any work has been done in developing and maintaining a Web Site for this issue.  Cynthia Eisenhauer said that Mary Mills could help with this.  

Al Harding commented that pursuant to chapter 437A.4 and 437A.5, each municipal utility must calculate their electric or gas transfer replacement tax rates and report these rates to the director of revenue before August 31 each tax year.  This year there are still 14 municipal utilities that have not filed the transfer rates.  The Department of Revenue and Finance will attempt to contact these municipal utilities again and publish these rates through an amendment to the bill.

Generation Tax Changes

Steve Evans discussed the two issues regarding the replacement tax on electric generation reporting.   At the last Task Force meeting the members requested further discussion and some examples on the two proposed issues. The first issue involves Iowa Code section 437A.6(2) in which the tax on the generation of electricity is divided among jointly owned or leased generation facilities based on the taxpayer’s percentage interest in the facility.  The utilities want a statutory change to make the tax based on the kilowatt-hours of electricity actually dispatched into the system of each owner or lessee.  The Revenue Department does not oppose this change of policy.  A subissue is the question of when would such a legislative change become effective because of its impact on calculation of the electric delivery tax rates?  The second issue relates to section 437A.6(3) and raises the question of whether a legislative change should be made which exempts from the generation tax the kilowatts generated and consumed by electric generating plants.  The utilities want this change and the Department of Revenue does not oppose it.  There is the same subissue of when such a change would be effective because of the impact on the calculation of the electric delivery tax rates.  The Task Force agreed with the concept of the proposed legislation and it was the consensus of the Task Force that Steve Evans incorporate into the proposal the additional language relating to the effective dates.  In addition the words “account of the” be inserted just before the word “taxpayer” at the end of the proposed legislative changes for section 437A.6(2).  After making these changes they are to be forwarded to Harry Griger for his review and then to the Task Force members for their review.  If no other concerns regarding this proposal are raised, it will be included with the other legislative changes regarding this topic.  Any additional concerns regarding this or other proposals are to be directed to the co-chairpersons. 

G&T Roll-Down Tax Payment Issue

The G&T roll-down amendment, proposed by the IDRF, address the issue of how to get the tax revenues that were “rolled down” to the distribution co-ops and municipal utility members of the MECAs to the counties where their G&T owns property. The amendment will accomplish the following: the IDR&F will calculate how much each distribution co-op/MECA member must “pay” to their G&T, they will notify each distribution co-op/MECA member, G&T and county of these amounts to the G&T just prior to their tax payment deadline.  Upon receipt of these payments, the G&Ts will roll these dollars in with their own tax payments and will make one payment (calculated by the IDR&F) to each of their counties.  If a distribution co-op/MECA member does not make its payment to its G&T on time, the responsibility to pursue that payment is with the IDR&F and the counties, not the G&T.  It was the consensus of the Task Force to approve the concept of the proposed legislation.

Technical Amendment/Gordon Greta

Gordon Greta distributed to the Task Force a memo that identified an issue that should be corrected with a technical amendment.  The 1999 legislature amended Iowa Code section 437A.17A to assure that the element of depreciation was uniformly recognized for all municipal utilities (MUNIs), consistent with investor-owned utilities (IOUs) and rural electric cooperatives (RECs), in the determination of delivery replacement tax rates for 1999 and all subsequent tax years.  Mr. Greta wrote that after further analysis it is apparent that with respect to those MUNIs subject to new section 437A.17A (whose central assessments did not see the benefit of depreciation prior to 1998), the replacement tax assessments for such MUNIs during the three-year true-up period would continue to be skewed because they would be bench-marked against anticipated tax revenues computed on the basis of 1997 valuations (not 1997 assessments) pursuant to sections 437A.15(4) and 437A.3(1).  Mr. Greta offered that to assure all MUNIs, IOUs and RECs are treated uniformly with respect to the recognition of depreciation during the three-year true-up period, the base year assessed value for MUNIs subject to section 437A.17A should be changed from 1997 (a year in which their valuations did not get the benefit of depreciation) to 1998 (the first year which their valuations saw the benefit of depreciation).  Mr. Greta said the proposed change would not alter the manner in which replacement tax rates for 1999 and all subsequent years are computed for the MUNIs.  He also said that this change would affect only a small number of utilities.   Gene Eich said that the rates were changed last year but not the valuations.  Steve Evans said the alignment is more consistent and he supports it.  It was the consensus of the Task Force to move forward with the proposed legislation.  

Other Technical Amendments

Other technical amendments that were the consensus of the Task Force to proceed with legislation include:

Amend section 443.2.  Clarifies that the taxable value of the property subject to the statewide property tax in Iowa Code chapter 437A should be listed by the county auditor in the tax list for the purpose of computing the debt-incurring capacity of the county or other political subdivisions.  The taxable value of such property is the assessed value in section 437A.18.

Amend section 437A.15(4).  Provides for the accrual of penalty and interest on delinquent special utility property tax levies.   

Amend section 445.57.  Clarifies that all interest and penalties collected by the county treasurer on delinquent replacement taxes and special utility property taxes are to be deposited in the general fund.  Taxes are apportioned as directed in section 445.57.  

Amend section 437.11.  Authorizes collection of accrued interest under section 445.3 suit.  Also allows county treasurers to enforce payment of the special utility property tax levy by the tax sale process as are other property tax payments are enforced.

Amend sections 331.401 and 359.17.  Provides that township property taxes are to be certified to the county auditor and board of supervisors by April 15, 2000 and by March 15 each year thereafter.  If the property taxes are not certified by the dates given, the board of supervisors must fix and levy the amount of such taxes for townships for the year.

Gerry said that if there are any comments to the technical amendments, they are to be sent to the co-chairpersons.

Next Meeting

The next Task Force meeting will by on Friday, April 7, 2000 at 1:00 p.m.  The meeting will be in the 4th floor conference room in the Hoover state office building. 

Respectfully submitted, 

Ron Amosson

Department of Management
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