UTILITY REPLACEMENT TAX TASK FORCE MEETING

MINUTES

August 30, 2001

Participants

The Utility Property Tax Task Force met on Thursday, August 30, 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; 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; Julie Smith, General Counsel, Iowa Association of Municipal Utilities; and Alan Kemp, Assistant Director of Membership Services, Iowa League of Cities.  Members absent were Larry Sigel, Mike Rubino, and Grant Veeder.  

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; John Donnelley, counsel for the IAEC; Cris Plocher with the Iowa State Association of Counties; Mark Douglas, Iowa Utilities Association; and Gene Eich, Consultant. 

FY2001-2002 Gas and Electric Utility Property Tax Replacements

Mike Albers reported that the FY2001-2002 Gas & Electric Utility Tax Replacement data was mailed to county treasurers on July 30 – well in advance of the August 15 deadline.  Same as last year the data was provided in a digital format enabling local officials to upload the data for billing purposes.  The Task Force was sent data summarized and ranked by company and levy authority.  Steve Evans commented that he had requested the full county production report and found it very helpful to those who had fundamental questions about the data.

Albers noted that current replacement tax exceeded the General Property Tax Equivalent (GPTE) by $1,339,712 or by about 1%.  Also noted was that when comparing this year’s data to last year’s data the GPTE grew by 2.01% and replacement taxes grew by 3.21%.

Al Harding then reviewed the two-page summary that provided Gas and Electric Utility Replacement Data, by company totals only.    

Subcommittee Report Regarding the City of Geneseo – Who Gets the Money?

The subcommittee comprised of Gene Eich, Steve Evans, Mike Albers, and Alan Kemp presented its report of the Geneseo issue.  The report outlined the issue as follows:  “The City of Geneseo ‘excess’ tax issue centers around the tax allocation for a generating facility that has no other property in the State of Iowa.  The City of Geneseo’s interest in the Louisa generating plant is the only example of the issue, however, it is very likely that new plants will be built which will generate this ‘excess’ tax site.  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 levying at the site.”  Steve Evans prepared three hypothetical generation plant examples showing the tax impact of each and Mike Albers prepared three hypothetical “excess” tax distribution examples.

Based on the documents and examples, the following sub-committee recommendations were made.  

· Only the tax on the first $44,444,445 of value should stay at the site district.  The Tax on value in excess of the first $44,444,445 should be distributed beyond the site.  

· The tax should be spread within the framework of the existing replacement tax system over all taxing districts containing only electric company valuation.

· Generating facilities with minimal tax liabilities comparable to those of the City of Geneseo Municipal Electric Company should be statutorily exempted from the provisions.  

After considerable discussion the sub-committee was asked to re-visit the issue and provide additional data.  One request was for the examples showing companies with and without Iowa property to be expanded to include smaller facilities owned by smaller companies.  Another request was that the local government costs and benefits associated with a new generating facility be ascertained.  It was also requested that the sub-committee specifically recommend how much generation plant value should remain at the site district.  Mike Rubino and Grant Veeder were added to the sub-committee with Gene Eich appointed the chair.  The sub-committee was asked to bring back recommendations in about 30 days.

2001 Assessments

Alan Harding reported that the assessments were sent out to the county auditors on Wednesday (August 29) and that they would be sent to the taxpayers today (August 30).

Delivery Rates and Municipal Transfer Tax Rates Published

Alan Harding also reported that the utility delivery rates were published in the administrative rules last spring, pursuant to the threshold changes.  All delivery rates will be published during the final quarter of this calendar year, as required by statute.   

Other

An item that warrants discussion by the task force is a draft proposal to resolve the Southern Minnesota Power Agency shortfall of replacement transmission tax.  This item was not on the agenda for the last meeting.  Harry Griger said this issue could be discussed at the next task force meeting.

Co-chair Gerald Bair requested that the minutes of this meeting reflect the statutory duties of the Task Force.  These duties will be discussed at the next task force meeting to refresh the members as to whether or not the duties are being followed.  These duties are found in Section 437A(15)(7) un-numbered paragraph 2 and read as follows: “The task force shall study the effects of the replacement tax on local taxing authorities, local taxing districts, consumers, and taxpayers and the department of management shall report to the general assembly by January 1 of each year through January 1, 2003, the results of the study and the specific recommendations of the task force for modifications to the replacement tax, if any, which will further the purposes of tax neutrality for local taxing authorities, local taxing districts, taxpayers, and consumers, consistent with the stated purposes of this chapter. The department of management shall also report to the legislative council by November 15 of each year through 2002, the status of the task force study and any recommendations.” 

Next Meeting Date

The date of the next Task Force meeting is Thursday, October 11, 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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