UTILITY REPLACEMENT TAX TASK FORCE MEETING

April 7, 2000

MINUTES

Participants

The Utility Property Tax Task Force met on Friday, April 10, 2000.  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; Mike Rubino, Manager, State and Local Taxes, John Deere, and Julie Smith, Iowa Association of Municipal Utilities.   

Three members of the Task Force, who originally said they would attend the meeting, could not because of inclement weather.  These members were Dorothy Postel, CEO/Executive Vice President, Maquoketa Valley Electric Cooperative; Grant Veeder, County Auditor, Black Hawk County; and Bruce Meisinger, Finance Officer of the City of Waterloo.  Dawn Vance of the Iowa Association of Electric Cooperatives said that she was substituting for Dorothy Postel and Chris Plocher of the Iowa State Association of Counties said she was substituting for Grant Veeder.  Margaret Buckton of the Iowa Association of School Boards attended the meeting on behalf of M. J. Dolan of the Association.

Other persons attending were Ron Amosson and Mike Albers of the Department of Management, Allan Harding and Dick Stradley of the Department of Revenue and Finance; Gene Eich, consultant; Bill Smith and Dan Fritz of the Iowa Utilities Board; Elliot Smith of the Iowa Taxpayers Association; Alan Kemp of the Iowa League of Cities. 

Gerry Bair suggested that we have nametags for the next meeting.

Minutes of the Prior Meeting

On a motion by Dawn Vance, seconded by Jim Henter, the minutes from the last meeting (December 1, 1999) were approved.  Mr. Bair noted however that the minutes did not include a reference to placing Task Force information on the Internet.  

Status Reports

Mike Albers reporting on behalf of the Department of Management said that local government officials seemed pleased with all the past work present work being done.  Mike said that work of late has involved county treasurers and county data processing personnel.  This work has centered on the structure of the electronic data file, which DOM will be providing in August, and with the format of the property tax statement treasurers will be providing to the utility taxpayers.  He said county treasurers are very appreciative that all the calculations for excise taxes, credits, and special taxes are being performed by the state as opposed to the calculations being performed independently in the 99 counties.  He said most, if not all, treasurers plan to upload the data file into their computer systems eliminating any hand entry of data at the local level.

Al Harding reported on behalf of the department of revenue and finance and said the department has been working with the county auditors to update value changes in taxing districts.  The department developed four new annual report forms to record statewide property tax, replacement tax, and assessed values.  Approximately eight municipals still have not filed their municipal transfer replacement tax return, which was due on August 31, 1999.  These returns are to be filed with the department annually by August 31.  Al said the department would attempt to stress the importance of this filing with the municipal utilities.  All other returns are being filed and the department is working on the 2000 replacement tax returns and 2000 assessed values.  The department will also make the necessary adjustments pursuant to the amendments passed during the 2000 legislation.

Status of Technical Amendments

Ron Amosson reported that SF2420, regarding the various technical amendments proposed by the Task Force, passed both houses of the general assembly and was sent to the Governor’s office for his signature.  Also, SF 2418, a Task Force technical amendment imposing a penalty if townships don’t certify their taxes by March 15, was passed by the general assembly.  This amendment was needed because some townships have been late in certifying their taxes and township tax rates are needed to determine the general property tax equivalent.  The actual certification requirement was finally adopted in HF2492 but SF2418 was also passed because it contained the effective date of the legislation. 

Other Legislation

There was discussion regarding future legislation.  Cindy asked if there were any additional changes that should be considered during the current legislative session.  No issues were raised.  Identification of any new technical amendments can be discussed at the fall meeting.

Bill Smith, a staff member of the Iowa Utilities Board, provided the task force with information (see letter and attachments attached to these minutes) on the Utilities Board’s replacement tax study committee, which is required under Iowa Code section 476.6(23).  The Utilities Board, in consultation with the department of revenue and finance, is to initiate and coordinate the establishment of the committee on or before July 1, 2000. The new replacement tax study committee is a committee created to study the effects of the replacement tax on both restructuring and the development of competition in the gas and electric industries in Iowa.  The committee must include representatives of the IUB, IDRF, DOM, the investor-owned utilities, municipal utilities, RECs, local governments, major customer classes and other stakeholders.  Mr. Smith said that the Utilities Board would be sending a letter in May to potential task force participants seeking names for the committee.  

The Utilities Board must report to the General Assembly by January 1 of each year through 2003, the results of the study, and the committee’s recommendations as to whether the replacement tax should be continued, whether a different form of taxation of electric and gas utilities should be adopted, whether a different basis for determination of the generation, transmission, and delivery taxes should be adopted, and whether the replacement tax appropriately accounts for the decline in value of electric power generating plants.

Tax Neutrality

The final agenda item was in response to Mike Rubino’s concerns regarding the effect of the tax replacement program on taxpayers and consumers.  Much of the discussions to date have emphasized the impact on local governments.  The customer protections contained in the law were explained.  The law requires a report on the effect of the new tax on customers, which is why this issue was raised.  To date, no rate changes have been implemented by the IOUs since the passage of the new tax system, so there was little to report.  Mr. Bair said that perhaps a separate subcommittee should be created to look at this issue.  Steve Evans said that something relating to this issue should be included in the fall report. 

Other

Gerry Bair again raised the need to develop a web site to report various items of information regarding the utility replacement tax task force.  He suggested the site include a lay person’s explanation of the issues, a timeline, and a section for frequently asked questions

Next Meeting

Although a specific date was not selected, the task force agreed to meet during the first week of September.

Respectfully submitted, 

Ron Amosson

Department of Management
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