UTILITY REPLACEMENT TAX TASK FORCE MEETING

MINUTES

JUNE 18, 2001

Participants

The Utility Property Tax Task Force met on Monday, June 18, 2001.  Task Force members attending the meeting included Cynthia Eisenhauer, Co-chairperson and Director of the Iowa Department of Management; Gerald Bair, Co-chairperson and Director of the Iowa Department of Revenue and Finance; Mike Rubino, Manager, State and Local Taxes, John Deere; Grant Veeder, Black Hawk County Auditor; 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; and Alan Kemp, Assistant Director of Membership Services, Iowa League of Cities.  Members absent were Larry Sigel, and Julie Smith.  

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; Michael May of the Iowa Association of Electric Cooperatives (IAEC); John Donnelley, counsel for the IAEC; and Gene Eich, Consultant. 

Minutes:

Mr. Bair asked if there any changes to the November 28, 2000 minutes.  No changes were noted.

City of Geneseo:

This issue concerns the allocation of generation tax for a generating facility that has no other property in the State of Iowa.  Currently, the City of Geneseo’s interest in the Louisa generating plant is the only example of this situation, however there could be more in the future.  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 in the site taxing district.  The options discussed included amending the law to read like it used to be, whereby the State would once again receive the tax on value over the first $44,444,445; keeping the law the way it currently is, which would leave all taxes distributed to the levying authorities in the site taxing district; and, distributing the ‘excess’ tax to all levying authorities in the State.  There was little sentiment to change the law to let the State receive the revenue.  

Various methods for distributing the ‘excess’ tax to the statewide levy authorities were discussed.  The options included distributing the tax from both within and without the framework of the property tax replacement system.  Gerry Bair appointed a committee of four people to draft proposals by August 1st for the Task Force’s review at the next meeting.  The proposals will include the current law with examples and the proposals with examples.  The committee appointees are Mike Albers, Gene Eich, Steve Evans, and Alan Kemp.    

Southern Minnesota Municipal Power Agency:

Southern Minnesota Municipal Power Agency (Southern Minnesota) is a taxpayer that has been identified as having a substantial disparity between the replacement taxes and the property tax equivalent.  Correspondence between Harry Griger and the attorney for Southern Minnesota has resulted in a proposal by Southern Minnesota.  This proposal provides that all of Southern Minnesota’s transmission lines in Iowa as of December 31, 2000 would be taxed at the increased rate to make up the difference between the replacement taxes and property taxes.  For year 2001 and subsequent years, new transmission lines would be taxed at the same rate as everyone else.  Such a change requires legislative action and Gerry Bair asked Harry to draft the appropriate legislation, which will be reviewed by the Task Force at the next meeting. 

Delivery Rates for Rural Electric Cooperatives:

Thirteen rural electric cooperatives filed amended returns with DRF this spring to correct errors in delivery tax rates and kilowatts delivered to their service area. These errors in the initial filings were related to sales for resale being included in the kilowatts delivered and with locally assessed general plant taxes being included in their property tax liability. These changes were corrected by DRF and new delivery rates were published in the administrative bulletin during the month of June.

Policy Issue Regarding Cities Selling Electricity Outside The City, With Kwh Generation Inside The City:

Dick Stradley commented on this issue by saying that before this issue is brought before the Task Force his staff needs to meet and discuss it with members of the Iowa Association of Municipal Utilities.  He suggested that this issue be discussed at the next Task Force meeting.  

Next Meeting Date:

The date of the next Task Force meeting is Thursday, August 30, 2001.  The meeting will be in the 4th floor conference room in the Hoover State office building, beginning at 10:30 a.m.  Please send any agenda items you may have to Ron Amosson.
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