UTILITY REPLACEMENT TAX TASK FORCE MEETING

MINUTES

September 29, 2004

The Utility Replacement Tax Task Force met at 1:30 p.m. on September 29, 2004 in the fourth floor conference room of the Hoover state office building, Des Moines, Iowa.  The meeting concluded at 1:50 p.m.  A quorum was present.

Participants

Task Force members attending the meeting included Cynthia Eisenhauer, Co-chairperson and Director of the Iowa Department of Management; Michael Ralston, Co-chairperson and Director of the Iowa Department of Revenue; Steve Evans, Manager, Energy and Tax Policy, MidAmerican Energy Company, representing investor owned utilities; Jim Henter, President, Iowa Retail Federation; Alan Kemp, Director of Membership Services, Iowa League of Cities; Deborah Krauth, public member, Nyemaster Law Firm; Bill Peterson, Executive Director, Iowa State Association of Counties; Michael Rubino via telephone, Manager, State and Local Taxes, Deere & Company; Larry Sigel, Director of School Finance, Iowa Association of School Boards; and Regi Goodale for Dawn Vance, Iowa Association of Electric Cooperatives.

Member absent was Julie Smith, General Counsel, Iowa Association of Municipal Utilities.

Others attending were Jim Miller, Assistant Attorney General; Dick Stradley, Alan Harding and Lori Marchese of the Department of Revenue; John Donnelly, counsel for the IAEC; Terry Harrmann, Alliant Energy; Mark Douglas, Iowa Utility Association; Matt Eide, Missouri River Energy Services; David Lynch, Iowa Utilities Board; Michael Treinen, Brown-Winick Law Firm; and Michael Albers, recording secretary.

Opening Remarks

Co-chair Eisenhauer opened the meeting and along with Co-chair Ralston welcomed membership.

Minutes

It was moved by Henter, seconded by Sigel, to approve the November 7, 2003 meeting minutes.  The motion carried unanimously.

Review of 2003 replacement tax data payable in FY 2004/2005
Albers said the legislation proposed by the Task Force, which provides for calculating the General Property Tax Equivalent (GPTE) on formula-driven taxable valuations, has worked as intended.  He said the overall difference between the GPTE and Replacement Tax this year was 5%, but had we stayed with the previous assessed valuation methodology, the difference would have been almost 17%.  The difference between the replacement tax and GPTE would have been 27.9 million as opposed to 7.4 million.

Albers said the favorable impact of using the new taxable valuations is more pronounced on individual companies and counties.  Last year there were companies with replacement taxes 70%, 80% & 90% short of GPTE as opposed to a high of 19.9% short this year.  Last year there was a county with overall replacement taxes nearly 40% short of GPTE as opposed to a high of 8.23 % short this year.

Albers said the 5% overall difference can largely be attributed to increased consolidated tax rates noting that prior year tax rates are used to project the taxable valuations.

Member Steve Evans asked if the new estimated tax reporting requirements for companies were working as intended.  Alan Harding said most reports were being timely filed and the estimated replacement taxes were pretty close to the actual taxes.  Harding said that with a little fine tuning the new reporting process should work out well.

Continuation of the Task Force

Co-chair Eisenhauer said there was strong consensus to continue the Task Force.  She asked for the members thoughts as to how the continuation should be structured.

Member Larry Sigel said it was a good idea to continue the Task Force.  He said the Task Force was a good vehicle for addressing issues.  Without it he feared that an issue could arise without an appropriate mechanism to deal with it.  Sigel said the group could convene at the call of the chairs, but wasn’t particular as to how the meeting convened.

Member Jim Henter said he supported the continuation of the Task Force.  He said with the various reporting issues, and issues like those centering around new power plants, it was a good idea to have the Task Force in place.

Member Bill Peterson said the Iowa Association of Counties strongly supports the Task Force continuation as a mechanism where issues can be brought forth for thorough discussion.  He said he wanted the continuation to be statutory adding that this would provide stability to the process.

It was moved by Peterson, seconded by Evans, to statutorily continue the Task Force for another three years with the directors of the Department of Management and the Department of Revenue to serve as co-chairs.  There was discussion on the reporting requirements and member Deborah Krauth offered a friendly amendment to only report as specifically needed.  The motion, as amended, carried unanimously.

Other items related to utility replacement tax

Member Evans said he and Alan Harding have talked about some issues with interstate gas pipelines that they think can be worked out within the framework of the existing statute.  Evans said that there were four or five grandfathered situations where pipelines are permitted to directly serve customers without being subject to the delivery tax provisions of Chapter 437A.  He said it was important that any ‘bypass deliverers’ comply with the provisions of the Chapter to avoid any potential double taxation and to make sure that local governments are receiving the appropriate replacement taxes.  Harding said that anyone delivering gas to a consumer pursuant to Iowa Code 437A.5 is subject to replacement delivery taxes.  He said failing to report these deliveries impacts the other gas providers in the gas delivery service area by holding their delivery rates higher.  Harding asked for help in ‘policing’ the process by letting him know of any situations where ‘bypass’ gas deliveries are occurring.  Harding said that there have been recent instances where the Department has had to impose penalty and interest on companies for failing to comply with reporting requirements.

Member Evans thanked Mike Albers for the various reports and spreadsheets that he annually provides which breaks down the tax by various company and levying authority details.  He said the reports really help the Task Force members do their job.  Evans also added that he appreciated all the help that the DOM/DOR staff has provided with regard to the recent refinements to the replacement tax process.

Next meeting date

Co-chair Eisenhauer said she and co-chair Ralston will reconvene the next Task Force meeting when appropriate.
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