UTILITY REPLACEMENT TAX TASK FORCE MEETING

September 30, 1999

MINUTES

Participants

The Utility Property Tax Replacement Task Force met on Thursday, September 30,1999.  Task Force members attending the meeting included Gerry Bair, Director of the Iowa Department of Revenue and Finance; Steve Evans, Manager, Energy and Tax Policy, MidAmerican Energy Company; Jim Henter, Iowa Retail Federation; Deborah Krauth, public member, Nyemaster Law Firm; Bruce Meisinger, Finance Officer of the City of Waterloo; Dorothy Postel, CEO/Executive Vice President, Maquoketa Valley Electric Cooperative; Julie Smith, General Counsel, Iowa Association of Municipal Utilities; and Grant Veeder, County Auditor, Black Hawk County.  Others attending were Ron Amosson and Mike Albers of the Department of Management, Jim Miller and Harry Griger of the Office of Iowa Attorney General, Allan Harding and Gene Eich (retired) of the Department of Revenue and Finance, Bill Smith and Dan Fritz of the Iowa Utilities Board, Dawn Vance of the Iowa Association of Electric Cooperatives, John Donnelley, attorney for the IAEC, Elliot Smith of the Iowa Taxpayers Association, and Tom Bredeweg, Executive Director of the Iowa League of Cities.

Status Reports

Gene Eich and Mike Albers provided status reports on the progress of implementing the replacement program.  Gene said that most of the software has been developed, tested and implemented.  He said that all the taxing districts are on the new utilities database for the 1999 assessment year.  This process will be completed annually to keep the utilities taxing districts updated with the Department of Management’s data base.

Mike Albers reported that the software for the Department of Management’s responsibilities is also almost complete.  In addition, he stated that he met with the counties’ data processing people to bring them up to speed on what they have to do locally to implement this program.  Further, he has been meeting with a small group of auditors and treasurers to solicit their input.  Mike also stated that the Department of Management would be calculating the amount of tax replacement for each taxing district, alleviating that responsibility from the county treasurers.

In response to a question, Mike said that most local governments (e.g., community colleges) do not know how this program will affect them.  A discussion followed on how more information could be disseminated.  Gerry Bair suggested the development of a Q and A web site.  The Department of Revenue and Finance could implement and service it.  

The Departments of Management and Revenue and Finance will be making a joint presentation to the county auditors and treasurers at the ISAC school this fall.  Bruce Meisinger suggested that it would be helpful if a presentation could also be made at the Iowa Municipal Finance Auditors’ meeting later in October. Grant Veeder offered that, from his perspective as a county auditor, the program development seems to be going good so far. 

Legislative Proposals

Harry Griger outlined two issues regarding the replacement tax on electric generation reporting.  The first issue involves Section 437A.6(2) where the tax on generation of electricity is divided among jointly owned or leased generation facilities based on the taxpayers’ percentage interest in the facility.  The utilities want the tax based on the kilowatt-hours of electricity actually dispatched into the system of each owner or lessee. The second issue was the question of whether a legislative change should be made which would exempt from the generation tax the kilowatts generated and consumed by electric generating plants.  Harry said that the Revenue Department does not oppose either change.  Concerns were expressed about the effect of the change; Steve Evans offered to develop hypothetical situations to illustrate the effects of the changes.  These issues will be deferred to the next meeting, after the examples are complete.

Harry also discussed proposed legislation which clarifies that natural gas pipelines which are not permitted under Iowa Code chapter 479 and which deliver natural gas to consumers who have bypass facilities connected to the pipelines, are not subject to the delivery replacement tax on such natural gas deliveries.   It was the consensus of the task force to proceed with this proposed legislation.

Harry addressed another potential legislative issue by the Department of Revenue and Finance.  Iowa Code sections 437A.9 and 437A.22 provide for a sixty-day period for a replacement tax/statewide property tax taxpayer to appeal an assessment of tax made by the Department.  The proposal provides the same time frame for taxpayer appeal of denial of refund claims, in whole or in part, by the Department.  It was the consensus of the task force to proceed with this proposal.

Mike Albers talked about a legislative proposal regarding townships.  Section 437A.15 requires the Department of Management to allocate replacement taxes among taxing districts by a general allocation formula based on general property tax equivalents that use levy rates reported in each taxing district.  Township levies are included in the total.  Currently there is no specific due date for townships to certify their taxes to the county auditor.  This proposal provides that township property taxes must be certified to the county auditor and board of supervisors by April 15, 2000 and by March 15 each year thereafter.  If the township does not certify taxes by the due date, then the board of supervisors must fix and levy the amount of such taxes for the fiscal year. Members of the task force thought this proposal should be brought to the attention to the county boards of supervisors and suggested that the ISAC fall meeting would be a good opportunity to do this.  Further action on this proposal is deferred until the next meeting.  

Technical Amendments

Harry also reviewed several technical amendments, copies of which are attached hereto and made a part of these minutes.  These amendments, which will be considered for approval at the next meeting, include:  

· A clarification that the taxable value of the property subject to the statewide property tax in Section 437A should be listed by the county auditor on the tax list for the purpose of computing the debt-incurring capacity of county or political subdivisions.

· A provision for the accrual of penalty and interest on delinquent special utility property tax levies.

· A clarification regarding the collection, deposit, and apportionment of penalties and interest collected on delinquent replacement taxes and special utility property tax levies.

· Authorization to collect accrued interest under Section 445.3 and to enforce payment of the special utility property tax levies by the tax sale process.

Next Meeting

The next meeting of the Utility Replacement Tax Task Force is scheduled for December 1, 1999 at 1:00 p.m.  Two of the agenda items identified will be township levies and consensus on the deferred bill proposals. 

Respectfully submitted, 

Ron Amosson

Department of Management
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