UTILITY REPLACEMENT TAX TASK FORCE MEETING

MINUTES

June 19, 2002

The Utility Replacement Tax Task Force met at 2:30 p.m. on June 19, 2002 in the fourth floor conference room of the Hoover state office building.  The meeting concluded at 4:00 p.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; Steve Evans, Manager, Energy and Tax Policy, MidAmerican Energy Company, representing investor owned utilities; Tom Bredeweg for Alan Kemp, Iowa League of Cities; Deborah Krauth, public member, Nyemaster Law Firm; 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.

Members absent were Cynthia Eisenhauer, Co-chairperson and Director of the Iowa Department of Management; Jim Henter, President, Iowa Retail Federation; and Grant Veeder, Blackhawk County Auditor, Iowa State Association of Counties.

Others attending were Jim Miller, Assistant Attorney General; Dick Stradley and Alan Harding of the Department of Revenue and Finance; Bill Smith of the Iowa Utilities Board; Allen Williams of the Iowa Department of Economic Development; John Donnelly, counsel for the IAEC; Mark Douglas, Iowa Utility Association; Brian Small, Competitive Power Ventures, Inc.; Joseph Michael, TDB Consulting, representing Competitive Power Ventures, Inc; A. John Davis, MidAmerican Energy; Ed Raber, Washington County Economic Development Group; Shawn Snyder, Legislative Fiscal Bureau; and Mike Albers, recording secretary.

Agenda

Chairperson Bair asked if there were any additions to the agenda.  No additions were offered.

Minutes

It was moved by Rubino, seconded by Vance, to approve the November 8, 2001 and March 6, 2002 meeting minutes.  The motion carried unanimously.

Review of proposed 2002 legislation which did not pass.

In addition to the review of the 2002 legislation, a handout was distributed which showed the effects of the “8% valuation rule” for both coal and gas-fired generation plants.  The examples showed that a gas-fired plant needs to be valued at a higher percentage, perhaps in the 23% range, in order that the two types of plants are treated the same with regard to the amount of taxes apportioned to the site taxing district and so that the replacement tax revenues align with the GPTE.  It was also suggested that the amount of valuation statutorily assigned to the site (which determines taxes apportioned to the site) may want to re-examined.

Natural gas tax delivery tax allocation issues.

Another handout was distributed which showed unintended delivery tax allocation issues when high-volumes of natural gas are delivered by someone other than the dominant natural gas supplier in the service area.  This topic generated considerable dialog between the CPV representatives and others present.  There were discussions centering around how the current distribution system would operate under various scenarios, the overall fairness of the current tax (total taxes paid by coal-fired plants vs. taxes paid by gas-fired plants), how the replacement delivery tax would compare to the property taxes that would have been paid under the old central assessment system, and to the proposals by CPV last session that would have lowered or eliminated the tax on gas deliveries to new gas-fired plants.

After considerable dialogue, Chairperson Bair brought the discussions to a close and appointed a sub-committee to study the various tax and allocation issues.  Named to the sub-committee were: Larry Sigel (Chairperson), Jim Henter, Julie Smith, Deborah Krauth, Mike Rubino and Steve Evans.  Bair said the sub-committee would be assisted by the Department of Revenue and Finance, the Department of Management, Attorney General’s Office, and by consultant Gene Eich if needed.  Bair suggested the following framework for the study of the issues:

Generation Tax Allocation Issues

· Review the 8% and 23% generation plant valuation rules in order to resolve the disparity between the GPTE and the generation tax.

· Review and recommend if the $44.4 million site amount rule should be increased in order to allocate more of the generation tax to the site (local taxing district).

Natural Gas Delivery Tax Allocation Issues

· Provide an allocation methodology which will prevent the large unintended shifts of natural gas delivery taxes between taxing districts within a competitive service area.

· Consider any other allocation and taxation issues with regard to the delivery tax on natural gas used by large volume users of natural gas.

· Bair also asked the sub-committee to keep in mind the following neutrality and equity issues that Bill Smith put forth at the March 6 meeting.  Those issues are summarized as follows:

· New revenues compared to revenue growth under central assessment

· Fuel comparability

· Equity between merchant plant and utility plant

· New gas-fired plants vs. old gas plants

· Equity between electric generator and other economic development projects

Bair requested that the study be completed and reported back to the Task Force by early to mid September.  Bair asked that the sub-committee keep the meetings open to the public and to all interested persons.  He suggested that the sub-committee consider any and all related issues and also suggested keeping in mind the question as to whether or not the current replacement tax laws are still pertinent.  Along with any suggested changes, he asked that the sub-committee specifically state why the changes are needed.

Extending the Task Force beyond January 1, 2003

After discussing the idea with the Task Force, Bair appointed a sub-committee to specifically study the issue of whether or not the existence of Task Force should be statutorily extended beyond January 1, 2003.  Named to the sub-committee were: Bair (Chairperson), Cynthia Eisenhauer, Alan Kemp, Dawn Vance and Bill Smith.

PAGE  
1

