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COMMERCE
COMMISSION

2.703)a

MINUTES OF THE REGULAR MEETING
of the .,

ADMINISTRATIVE RULES REVIEW COMMITTEE

Tuesday, Wednesday and Thursday, July 12, 13 and 14,
1983.

State Capitol, Committee Room 22, Des Moines, Iowa.

Senator Berl Priebe, Chairman; Representative Laverne
Schroeder, Vice Chairman; Senators Donald Doyle and
Dale Tieden; Representatives Ned Chiodo and James
O'Kane.

Also present: Joseph Royce, Committee Counsel;
Kathryn Graf, Governor's Coordinator; Phyllis Barry,
Deputy Code Editor and Vivian Haag, Administrative
Assistant.

It was agreed that a special meeting would be held
Tuesday, August 2, 9:00 a.m. to consider rules pub-
lished in the 7/6/83 IAB. The Committee would then
recess until August 17 and 18 when rules in the 7/20/83
and 3/6/83 Bulletins would be considered.

The following rules of the Commerce Commission were
presented by Bill Haas, General Counsel:

COMMERCE COMMISSION[250]

Organization and operation. records. reports. 1.5(3), 1.5(6), 18.3. 23.2(8), 23.2(9) ARC 3801 .. F B A S oo 6/8/83
Office of gencral counsel. office of consumer advocate. technical revisions, amendmants to chs 1,3,6.7. 16. ’

19 and 20, {iled emergency ARC 3811..... T A RS S e (o s (e 6}‘;:.:,{8_3
Practice and procedure. briots, 7.7013)"d" ARC 3802, .. N ool it e e ssens o5 cim el B/8/53
Telephone utilities, accounting, inside station wiring, 16.5(3). 22.1(3), 22.11{1)"b" and “d", 22.11(2) ARC 3832, .‘j{ Sy G_»-__ “5’:5
Gas and electric utilities.energy conservation standards for new structures, 19.2(4)'<", 19.9(5). 20.2(4).20.12 ARC 3804 W..6, '~b..{
Gas and clectric utilities, pilot projects, 19.9(4), 20.10(8) ARC 3803 .. AV . eiiieiiuiiineieiiiiieniren e 6/8/83

Also present: Kent Jerome, Iowa Telephone Association.

In review of amendments to rules on reporting by utili-
ties, Schroeder inquired as to whether the industry was
receptive to the procedure. Haas admitted that some con-
cern had been expressed. The method of handling confi-
dential material was discussed and in the opinion of
Schroeder and Priebe, it should be included in the rules.
Haas indicated modifications were forthcoming in the
area of income tax returns.

Haas said that emergency revisions to chapters 1, 3, 6,
7, 16, 19 and 20 were in response to legislation, but
additional technical changes would be needed. Haas
knew of no plan to place the amendments under Notice.
After discussion, the ARRC requested that the Commerce
Commission also submit the rules under the regular rule-
making process to allow public input. 1In response to
Tieden, Haas agreed to review the Act and modify 1.1

if necessary.

Schroeder questioned proposal in 7.7(13)d to place a
90-page limit on each party's initial brief. According
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: 7/12/83
COMMERCE to Haas, a majority of the utility companies agreed with

COMMISSION the concept, but the Consumer Advocate was displeased.
Cont'dg- ~ General discussion.

b
she 19 & 90 Amendments to chapters 19 and 20 were before the Committee.
Schroeder was interested in knowing the dollar impact but
Haas said none had been determined. As drafted, rules would
apply to municipal utilities. Tieden was astounded that
every commercial structure, which would include hog houses,
would be built according to Commerce recommendations. He
was doubtful that enforcement would be possible. Haas ad-
mitted that was a concern. Tieden asked to be apprised of
the comments received on that issue.

O'Kane inquired as to the reason minimum conservation stand-
ards were submitted as part of the tariff filing. Haas' re-
sponse was that the Commission could reject the tariff if
standards were not met. Schroeder called attention to the
fact that municipal utilities do not file tariffs--Haas said
that was a good point and the matter was being addressed.
Chiodo wondered why the Commission didn't set uniform stand-
ards. Haas indicated that the Commission originally suspected
a large variance in terms of energy conservation but comments
reveal little difference around the state.

Responding to Chiodo, Haas explained that restrictions are
not imposed on the utility--builders abide by city or area
building codes. It has been suggested that Commission adop*

the same standards. -
Motion - Schroeder moved that the Committee request an economic im-
Economic pact statement on the amendments. Chiodo called attention
Impact to the oral presentation pending July 25.

Statement
Schroeder then withdrew his motion for the economic impact
Withdrawn statement.

Chs 16 & 22 There was general discussion of amendments to chapters 16
and 22. The proposed amendments eliminate references to
the "customer" in the case of landlord/tenant situations.
The Commission wanted to avoid misinterpretation that they
waere designating the tenant to be responsible for inside
wiring.

TRANSPORTATION The following rules were before the Committee:

DEPARIMENT yTRANSPORTATION, DEPA F‘.TMENT OF[820]

General requirements for implementing the safer-off svstem roads program, [06.PJch5 ARC3782. .F .................... 6/8/83
Highway division, local systems, [06.Q) chs 1 106, 14, 15, 17and 18  ARC 3783 .../ . cveiriiiinnnrennrcaraanarsnrasones 6/5/83
Procurcment of equipment, materials. supplies and services, [01L,B12.1102.4.28 ARCA784... Moo iiiiiiniannan. 6/5/83
Vehicle registration and certificate of title, (07.D] 11,1 ta 11.4, 11,6, 11.7. 11,19, 11.22(2), 11.27,11.28, 11.31.11.32,

11.33, 1141(2), 11.50, 12.51. 1154 1L58(2) ARC 3807 e ood ¥ onierennnsnannnnnenns EACL S I WO 6/22/83

Department representatives present were Elmer Clayton, Office
of Local Systems; Julie Fitzgerald, Operational Analysis;
Carol Coates, Vehicle Registration; Verg Raymond, Purchasinc
Division. Also present: Ted Yanacek, Iowa Farm Bureau; —
Joe Rasmussen, Senate Democratic Caucus.
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» 7/12/83
TRANSPORTATION Clayton presented a brief statement with respect to the
DEPARTMENT . office of local systems, which is a combination of cities
N, Cont'd ~ or urban systems and county secondary roads. Proposed
‘ : ‘ changes have been reviewed and approved by all affected
' - agencies.
2.3[06,0]. In response to Schroeder's question re 2.3[06,Q], Clayton

said the reports often change each year because of account-
ing practices or legislation--but are quite standard other-
wise. Priebe wondered about input from counties and Clay-
ton indicated that DOT has good rapport with the county
engineers. He continued that budgeting for secondary roads
is by calendar year--chapter 309.

Schroeder favored identifying the forms by assigning them
numbers so they could be modified under rulemaking. Fitz-
gerald commented that their general counsel had advised

that the forms would come under the exemption from rule-
making in chapter 17A. However, counsel had cautioned DOT
to evaluate the forms on a case-by-case basis. Royce in-
terpreted the exemption as being applicable for intergov-
ernmental memos, documents, etc. which do not "substantially
affect the public." Fitzgerald emphasized there had been
-no problems. :

Motion to After further discussion, Schroeder moved to object to the

Object -- rules. The objection could be overcome by including numbers

Secondary on all Forms. When changes are made, then the form number
\—),Roads could be included in a rulemaking to allow counties and

cities input. Time frame for normal rulemaking was reviewed.
Clayton referred to chapter309 as being quite descriptive on
the subject. He stressed that the amendments before the
Committee were basically "housekeeping."® :

Vote Schroeder restated his motion to object and it carried
unanimously. The following formal objection was drafted
by Royce:

At its 12 July 1983 meeting the administrative rules review com-
mittee objected to ARC 3783 on the grounds that it is unreasonable
to reference "a manual of instructional memorandums" and "a set of
detailed instructions for the preparation of the county construction
program [and road budget and engineers annual report" without adopt-
ing that material as of a specific date. The use of a specific date
has the effect of adopting these materials by reference into the ad-
ministrative code, making them the functional equivalent of an ad-
ministative rule. It is the opinion of the committee that instructicnal
material will have &h "impact upon the preparation of county constrct-
ion programs and budgets, and will therefore have an impact upon the
citizens of Iowa; for this reason the instructions should be formally
adopted, by reference, as administrative rules using the rule-making
procedures of chapter 17A, the Code.

Clayton insisted the objection would create a time problem
. ' since forms should be distributed in September. He was
directed to work with Royce to resolve the matter.

‘-’ O1B, ch 2 Discussion moved to [01,B] chapter 2. Raymond advised
Priebe that salvage and disposalwere not addressed in
these rules, but any sale of it is advertised extensively.
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7/12/83

Schroeder questioned 2.3(3)c and d, in particular, 'the

use of "personal services." Fitzgerald indicated that

was excerpted from federal standards but agreed to deletq‘J
"personal."”

Schroeder envisioned possible problems in 2.4(1)c(4) with
respect to bidders lists. O'Kane inquired if there were
reciprocity with out-of-state architects and Fitzgerald
agreed to research the matter. She continued that standard
specifications are adopted by reference. Tieden asked
Fitzgerald how DOT encouraged minority .groups to bid.

She pointed out that DOT works with EEO and there are

wvendor lists.

Coates told the Committee that amendments to chapter 11
were intended to implement Code changes pertaining to
staggered registration for motor vehicles, which will
begin December 1, 1983. There was discussion of 11F4(l)3'

re certificate of title for a new vehicle. Mention| was

made that dealers will try to protect their own franchise.
Consensus was that possible change in the law was needed

for recreational vehicles. Priebe had knowledge of vans
being registered in Indiana and brought: to Iowa for sale.
Coates said DOT requires full proof that the véhiclE has.
been registered in another state, as opposed to being titled.
Members requested that the Transportation Department peruse
the problem and seek legislation to close any loopholes
which will result in loss of revenue to Iowa. Schroeder‘\'J
asked Coates to prepare a fact sheet on prior and existing
requirements. Coates pointed out there is now a stricter
definition of "motor home." She advised Graf that 11.4(1l)b
was not a change and it was based on an AG's opinion that

a lien on the manufacturer's certificate of origin 1is a

lien against seller. Although other states use a differ-

ent approach, Iowa has no problem with this area. i
|

The Department of Human Services was represented by Mary -
Louise Filk, Judy Welp, Don Kearney, Lorena Griffith, Jim

Social Services)Krogman, Bette Murray and Kathi Kellen. Also present:

Dr. Ted Scurlettis, Health Department. The agenda was:

SOCIAL SERVICES DEPARTMENT[770] F : .
Medical assistance, maternal health centers, 77.23, 78.25, 79.1{2) ARC3792...4 ... icieeriticrnnciocansinnanssnes veess 6883
Medical and remedial services. 78.1{2)"a"(3). 78.4(1y"z"(2) ARC3793......... e eieittteee mreraresereseacetannnnes 6/8/83
Intermediate care facilities. payment at new rate. 81.6(1), 82.5(4) ARC3794.. f, .................... 6/8/88
Juvenile community-based grants,ch 166 ARC3795....ccceiivncicniecnene o e eieiiiesentiteetecnaieniscstenannranes 6/8/83
ADC, application for aid and granting assistance, 40,1(14), 40.1(18). 40.1(19), 46.4(1). 40.4(3) 40.7(1), 40.7(4), 40.7(5),

417(1), AL72) ALG(TL LTI ARC3833.... ./ eiiiiiieeieiinieeieanenssncononassisonnsnes e iresssseuesennas 6/22/83
ADC granting assistance. 41.2(61"b"(4), 41.2(7)"a" 41.7(7)"0" to “q", 417" filed emergoncy  ARC 3796 . Flunnennre...6/883
Food stamp program. 65.3. 65.21. (iled emorgency ARC 3798 .../ 8 L. .. i i ierrererimensooranancnnnncnioceananes ...6/8/83

“Emergency foed and shelter program. ch 72, filed smergener ARC 3799, LEaann cieeseens eseessicnisiteiasanesoye 6/'8188
; Mcdic‘;l assistance, eyeglasses. amendments to chs 77. 18. s 2. notices ARC 3501 and ABC 3510 terminated ARC 3780 //..6/ &;g
Medical assistance. submission of clgims. 80.4(1), {filed emergency ARC 3800 .F.ﬁ' ........................................ 6/8!

Filed amendments to‘chapters 77, 78, 81, 82 and 166 were
before the Committee. No major changes had been made since
the rules were under Notice. -

A

' O'Kane referred to new rules addressing maternal health

centers and asked if the WIC program also included this
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41.2, 41.7

ch 65

65.21

ch 72

Recess

-.SOIL

7/12/83
type of assistance. Dr. Scurlettis responded that the two
programs were integrated and the rules do not create con-
flict. .

Priebe questioned Welp as to how many would be eliminated
from serving on the district review committee under 166.1(3).
Krogman stated there was a shortage of knowledgeable people,
but Department wants to avoid conflict of interest. Priebe
preferred provision that "review committee members would be

-required to disqualify themselves on grant matters which

they had requested."

O'Kane was advised by Welp that under 81.6(4) and 82.5(4)

a higher rate will be paid to ICF and ICFMR facilities only
if a home sends in a new cost report. No opposition has been
expressed. The main change in this set of rules addressed
the decreasing funding provision.

Welp explained that amendments to chapters 40 and 41 relate

"to monthly reporting and retrospective budgeting in the ADC

program. Some areas are clarified to ensure equal treatment
of clients.

Amendments to 41.2 and 41.7 exempt as countable income child
support received for a month of suspension or for the first
month following termination whether paid during the month or
at a later date.

" There was discussion.of instances when IRS refunds are "held"

from those who are delinquent in child support payments.
Currently, Iowa does not receive the funds from the IRS--
setoff is requested only for the arrearage. Filk explained
that the person in arrears will be notified. She recounted
some of the problems with the system. Doyle had been con-
tacted by a constituent who had his IRS refund held, but

he was unsure that Human Services was involved.

Amendments to 65.3 and 65.21 implement feaeral regulations.

‘Welp told Tieden that the Department was still awaiting word

from federal re their requested waiver of the regulation
that required implementation of allotment reduction for
households having an outstanding inadvertent error claim.

Schroeder raised question re 65.21 and Kearney indicated
calculation of claims was a federal regulation.

No recommendations were offered for chapter 72 or 80.4(1).
Welp pointed out that the rules pertaining to medical assis-
tance for eyeglasses will be resubmltted at a later date--
several options were pending.

Recessed for lunch at 12:05 p.m. Committee was reconvened
at 1:50 p.m. with Vice Chairman Schroeder presiding.

James Gulliford, Director; Ken Tow, Deputy; and Dan Chargo

CONSERVATION appeared for Soil Conservation Department to review:
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SOIL CONSERVATION DEPARTMENT[780) . ;

Towa financial incentives program for soil crosion control, 5.20(17), 5.42, $.552), 5.6K3) ARC 2836 .A...vevvreeracnnns 6/22/83

County land preservation and use commission funding. ch 7, filed emersroney ARC 3838 .'...F.E ........ .o 6722/82 ~
Conservation practices revolving lnan fund.ch 9 ARC 3837 ... Aj .................... Ceesraesegezens .. 6/22/83

0Oil, gas, and metallic minerals, 580—ch 12 (renumbered 780—ch 29), (iled emergency ARC 3839.FZ. ... . .. ... oer 6/22/83 \v,/

Gulliford stated that changes to the Iowa financial in-
centives program for soil erosion control would implement
statutory changes by the last General Assembly. Tieden
thought the "forty rods" restriction for wind erosion bar-
riers in 5.55(2)d was meaningless. Schroeder questioned

the long-term effect of minimum till. He referréed to the .
incentive provisions in the fifth paragraph of the preamble
and wondered why it was not included in the rules. Tow said

.the information.was .in 5.55(3) and no acre of land is eligi-
ble for more than one payment. 1In Tieden's opinion, the

legislative intent was to involve more participants in the
wind-erosion control program.

Discussion focused on a recent Des Moines Sunday Register
article relative to allocation of funds for the program. .

It had been criticized because some Iowa farmers have been
paid more than once from the fund. Also, larger payments
have gone to county commissioners who administer the program.
Gulliford reiterated their interpretation of the law was to
allow a one-time payment per acre to the farmer. He agreed
to develop rules to prevent more than one payment per|farmer.
Gulliford stressed that the Soil Conservation Department ex-
pects their Commissioners to participate in all of these pro-
grams -- they should be leaders in the Communities. He as-
sumed responsibility, as director, for not having set a maxi\_,/
imum on any one person's participation. Schroeder referenced
the fact that many legislators believe that the program is

‘not vital because of the million-dollar stockpile. Gulliford

defended the buildup citing the reason was because of |dis~ -
agreement between former AG and legislators on legality of
the program. O'Kane pointed out that the AG serves as at-.
torney for the Soil Conservation Department which left them
without counsel.

Tieden took the position that the present method has a ten-
dency to benefit certain groups--he preferred a practical
policy for distribution of funds. Gulliford said all dis-
tricts were required to establish policy giving preference
to family-operated farms. In his judment, most districts
utilized a good allocation formula. Schroeder interjécted,
"Have you considered having counties make lists for people -
who want to be cooperators?" He had received many calls on
the subject and asked for change in the system. Gulliford
said every applicant is notified as to whether or not they
are accepted in the program. ‘ : '

Schroeder cited an incident in Mills County and Gulliford
commented that county has one of the highest needs and par-
ticipation in the program. Priebe favored a chronological . .
listing to allow individuals to withdraw their own names <
from the list. Gulliford reasoned that Commissioners should
be able to determine need for the program.  He recalled that
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7/12/83
one year, fifty-two percent of the ACP funds were allotted
to lands above acceptable soils. Those factors need to be
considered in addition to the chronological factors.
No formal action taken.

Schroeder was advised that provisions in 7.24 were statutory.
According to Gulliford, chapter 9 runs parallel to chapter 5
of their rules. No questions were posed.

Gulliford said that chapter 12, pertaining to o0il, gas and
metallic minerals, was reorganized as a result of the new
Water, Air and Waste Management Department and renumbered
as chapter 29. The state geologist will continue to admin-

-ister the rules. There was brief discussion.

James Dysart represented the Cémptroller's Office for review
of deferred compensation program, amendments to chapter 4,
ARC 3789, Filed, IAB 6/8/83.

Dysart reminded ARRC that no changes had been made since the
Notice. No questions were offered.

Royce had hoped to have a copy of the U.S. Supreme Court
decision which ruled that legislative veto is unconstitutional.
In Royce's opinion, the decision will have nationwide impact
and he suspected that every state supreme court would ulti-
mately adopt that view. He continued that the State of Iowa
has the option to change its Constitution in that respect

at the general election next £all.

Royce added that it is important because "it calls into
question the inherent concept of legislative review of rules."
It is a debatable question whether any legislative review

other than purely advisory is constitutional. Chiodo suggested
that letters be sent to various groups urging support of the
constitutional amendment. "

-Ann Mowery, Executive Director, reviwed the following rules

of the Board of Nursing:

NURSING, BOARD OF[590) ’ r
Advanced registered nurse practitioners, fees. 7.1{8) ARC3IT88 .....fli iiiiiieciecinecencnnicionciinricacnsccnnaccecces 6/8/83

Advanced regnstered nurse practitioners, fees, 7.1(8)b", filed emergency ARC 3808 .. Follsneeeeeeeeeeiseenceacssnses 6/22/83

Mowery apprlsed the Committee that 67.1(8), paragraph b, “had

" been deleted [IAB 6/22/83] at their request. It prOV1ded a

7.1(8) £

$30 fee for certification of an advanced registered nurse's

-license.

Royce was informed that name changes are made at the indivi-
dual's request when the license is renewed. The fee would be
imposed only for a separate request for change.

Doyle viewed the $20 charge for a returned check as being ex-
cessive. Mowery explained that the accounting system is such
that a check is deposited the same day it is received. They
have had no "bounced checks" since that change.
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Moved by Chiodo and seconded by Doyle that minutes of the
May and June meetings- be approved as submitted. Motion
carried.
-’
Committee was recessed at 3:00 p.m. Reconvened at 3:10 p.m.
in the Legislative Dining Room.

Miller, Chiropractic Examiners; Mark Wheeler, Legal Counsel;

Health Department officials in attendance included Harr;ett
James Krusor, Medical Examiner. Agenda was as follows:

HEALTH DEPART.\IEN'[‘[470] .. 6/8/88
Chiropractic examiners. 141.11(1) to 141.11(3), 141.13(6) ARC 3781 ...E .......................................... sesens
Intermediate care facility tor menzally retarded. administrator. 64.9(1), notice ARC 3522 and notice amended

ARC 3615 terminated ARC3S24 ...V L iiieiin e eiiieiTioraranerancaceerregieitesesersotnnoraacess 6/22/83
Supplemental fuod program for women, infants and children. 73.2. filed emergancy ARC 37835. E Lo nenaniaieannans 6/5,8%
Chronic renal disease program, eligibility for assistance, 111. a(SLMmJMu ARC 3812, FEAN . 6722/83
Medical examiners, hcensmg 135.102(5), 135.102(8), 135.108(1) ARC 3787 cc. AV erivrrrnirenrnecccseciconceracncsosannaas 6/8/83

At the request of Schroeder, Miller agreed to the deletlon of
",or exceeding" from 141. 11(3)a, lines 2 and 3.

No questions re 470--73.2 and 111.7(6) .

Krusor reported that amendments to chapter 135 were at the
suggestion of the Federation of Licensing for National Boards.
The rules contain definitive action to be taken by the Board
in the event of subversion of the medical licensing exa

Also, senior medical students from the University of Iow a and
University of Osteopathic Medicine would be permltted to take

.the federation licensing exam (FLEX).

-’
Priebe questioned use of "neither approved or disapproved" in .
135.102(5)a. Krusor said foreign medical schools are not ap-
proved by the AMA and Iowa follows AMA protocol with respect

to program approval. Krusor would check the eXlStlng l%nguage
but thought it was from the Code.

Committee members were reminded that rule 135.301 sets out
disciplinary procedures. Tieden asked for statutory authority
for use of "other appropriate sanctions” in subrule.135L102(8)
and Krusor agreed to visit with the assistant AG. Committee
consensus was that words in question should be stricken.

Doyle wondered about reciprocity among states. Krusor re-
sponded there is an endorsement whereby one State would accept
the examination because there are only two exams given., How-
ever, it is not a direct reciprocity per se. It seemed|only
fair to Doyle that if an individual missed a small portion
of the test that sometime later there should be a way to re-
apply. Krusor pointed out that the individual probably would
not be willing to wait three years and would go to another state
for their examination. Many will not nzacessarily be licensed
in the state where they sat for examination. The percentage
increases each time the exam is taken--seventy-five percent
is a passing score. Foreign students are required to pass L
both medical and English proficiency exams. In answer to \&/
Doyle, Krusor presumed students would have the right to appeal
as a revoked, suspended or probated individual and could ask for
the charges or probation to be amended within one year--135.301..
"= 1970 -
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The Committee was recessed at 3:35 p.m. to be reconvened at
10:00 a.m. Wednesday, July 13, 1983.

Vice Chairman Schroeder reconvened the Committee in Room 22
at 10:10 a.m. with all members present.

Randy Ratliff and Jeanine Freeman appeared on behalf of the
Department for review of:

SUBSTANCE ABUSE. DEPARTMENT OF[805] .
Licenaure standards for treatment programs, amendmentstoch3 ARC 3810 .F ....................................... ‘6/22/53
Treatment programs — outpatieat facility, residential/intermediate care Kaclluy 3.23(3)'d", 3.24(14) ARC3811 .F...... 6/22/83

Ratliff explained the changes made in chapter 3. Revisions to
treatment program rules were recommended by ARRC when the mat-
ter was under Notice. There was brief discussion of window
coverings. No substantive questions were posed.

Soil conservation loan program, issuance of bond, 4.4, filed
emergency after notice, ARC 3791, IAB 6/8/83 was before the
Committee. William Greiner was present for the review. He
explained the rule is in compliance with some of the new federal
regulations.

Tieden inquired as to the policy with respect to publishing.
According to Greiner, the larger newspapers are utlized so the
notifications are timely. He spoke of time-frame problems

when smaller publishers are utilized.

Chairman Priebe asked that the reéord show there was discussion
of possible selective review of all rules of the Authority.

Royce alluded to a request by former Committee member Senator
Edgar Holden for selective review of rules of Revenue Department
on computation of fuel tax. The problem revolves around a re-
fund form. -After general discussion, 1t was decided to wait
before taking formal action. ,
Committee was in recess for twenty mlnutes. Reconvened at
10:50 a.m.

Jim Lynch, Mike Miller, Larry Tuel and Dave Patton appeared
on behalf of Planning and Programming. The following agenda
was reviewed:

PLANNING AND PROGRAMMING{630]

Towa job training partnership Act program, 19.3,19.7t0 199 ARC3834 . F ........................................... £/22/83
Towa job training partnership Act propram. 19144110 19.7(6) ARC 3840.. &Y ... ueuuernnnerirnretsenreecnsssnnonnenens 6/22/83
Commumty dcv.cloprren' bluck grant nongntitiement program, emergency “jobs bill” funds, 23.10, {iled emergency

ARC3835 ....... D SN 6,22/83

Commumty dc\ elopment block grant techzical assistaree program, ch 24 ARC 3806, also filed emergency ARC 3805 'l—" .6,8/83

Job training rules were deferred until after 11:00 a.m. to
accommodate Mr. Patton.

In re 23.10, Tuel briefed ARRC on the impact of the federal
jobs bill which made additional funds available to the state
with respect to the Community Development Block Grant program
and 20 to 30 other programs. One provision requires funds to
be expended before October 1, 1983.
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These rules are identical to those adopted last October for

the much larger community development block grant funds.
Priebe was advised that 20 counties had higher than average
unemployment rates--10.1--but none exceeded that figure.

OPP is involved in administration to c1t1es and counties under
50,000 population.

In answer to Chiodo, Tuel estimated that 35 percent of the
qualified cities have under 2500 population. He offered to
provide further information.

Miller said funds from the federal Department of -Housing and
Urban Development which are given to all states to help communi-
ties prepare for the program outlined in chapter 24 of theix
rules. OPP was uncertain of availability of funds until late
April, thus the emergency 1mplementat10n to ensure that funds
are utilized in advance of next year's program--$57,000 for
grants to cities and counties. Priebe noted the preamble had
indicated $80,000 would be available.

O'Kane ‘was advised that the project review committee would not
consider an application with false information--24.6(3). Doyle -
was informed that funds could not be used for grading, con-
struction or rehabilitation--only for planning how next year's
funds would be used. Point system follows federal regulations
and reflects federal priorities.

Willis A. Wulff, Executive Director, and Gary Nichols, Assis-
tant Director appeared on behalf of College Ald Commission toﬂ‘\
review:

COLLEGE AID COMMISSION[245}
fowa guaranteed student loan program. amendments toch 10  ARC 3814......... Noooeeeeeeeceeecereeene 6/22/83

Nichols presented facts re the guaranteed student loan program.*
Changes are directed to the number .of loans to a student. It
will now be possible for students with justified reason to bor .
row a second time in a particular school year. In addition,

a student may borrow for the fifth year. Changes are in line
with federal regulations and those of other guarantee agencies.

Nichols explalned the loan limitations in 245-10(261)B., 1., a)
were made in line with .federal regulations. -

O'Kane inquired about funding for law school. Wulff suspectea
he had reference to the "assured access to law school” which wcs
nothing more or less than a guaranteed loan program for law ,
school students. Any law school student in this state can get

a loan to the maximum amount to which he or she is eligible under
the program--$5,000 per year--no difference from past policy.

Schroeder expressed his dissatisfaction with several areas in
the rules. It had been his understanding that the Commission
was to provide the Committee with names of students and reasons
their grants had been terminated. Wulff pointed out she was
not aware of the request but she agreed to submit a list whlc?-“
includes approximately 18 names for last year. It was noted
that Iowa residents attending out-of-state colleges would be
eligible for loans. The reverse would be true for nonresident
students attending an Iowa institution.
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Discussion returned .to Office of Planning and Programming
Department. Patton briefly reviewed amendments to chapter
19.- O'Kane was told that the governor had certified 14 of
the 16 Private Industry Councils--rule 19.7. O'Kane refer-
red to rule 19.9 and asked for history of the liability in-
surance; in particular, the authority. According to Patton,
federal regulation promulgated under the Job Training Part-
nership Act states that insurance which protects against
debts established by the federal government are not allowed
JTPA costs. As for Department's authority to have insurance,
Patton replied that they were considering that as an ad-
ministrative entity to protect the federal funds and prevent
the Department of Labor intervention.

No formal action.

Robert C. Landess and Mary M. Weibel represented the In-

‘dustrial Commission for review of payroll tax tables, 8.8,

filed emergency, ARC 3825, IAB 6/22/83. Landess commented
that Iowa's Worker Compensation law is based upon .80 par-.-
cent sv2ndable earnings -- determined by deducting payroll
taxes from gross weekly earnings. This changes each year
and results in benefits which change each year also. Landess
continued that two years ago, a law change allowed payroll
taxes to be determined by tables adopted by the Industrial
Commissioner. The rule on payroll tax tables must be up-
dated each year on July 1. )

Schroeder preferred normal rulemaking for the process but
Landess pointed out necessary information was unavailable
until after adjournment of the Legislature. O'Kane and
Royce expressed opinions that the Department had a legiti-
mate reason to file emergency. Landess was willing to fol-
low regular rulemaking when information was known early
enough. -

Chiodo proposed that a member of the ARRC be authorized to
attend the National Conference of State Legislatures in

San Antonio, Texas, the week of August 8. Schroeder moved
that Representative Chiodo be authorized to attend the NCSL
meeting with expenses to be paid from Iowa Code section
17A.8(3). Chiodo called attention to the fact there would
be a discussion of the legislative veto, court challenge and
recent U. S. Supreme Court Case. Short form voting was re-
quested. Motion carried unanimously.

Walter Johnson, Deputy Commissioner, and Jacqueline E. Roth,
Labor student intern, were present to review the accupational
safety and health rules for general industry, 10.20, ARC 3790,
Filed, IAB 6/8/83. Federal standards relative to respirator
fit testing for lead exposure (correction) and occupational
noise exposure ( hearing conservation amendment) were adopted.

In a matter not officially before the Committee, Schroeder
questioned Johnson concerning the "R rating” requirement
for boiler welders. Johnson explained the importance of
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expertise in this area. Schroeder contended that welders
for gas lines would be qualified to repair boilers and
asked Johnson to pursue a "middle of the road" approach--
Johnson did not disagree.

-’
Blaine Donaldson, Care Facility Administrator, Storm Lake,
spoke of the inconvenience and expense for him since the
closest"R rated" welders were in Des Moines--Capital Welders.

Fe contended boiler inspection rules, generally, create prob-

lems in rural Iowa.

Tieden wondered about general availability of welders with
an’ R stamp. Johnson answered they were mainly located in

--the-major met¥opolitan areas. O'Kane was advised of the

three levels of certification--nuclear, repair and con-
struction. ‘Schroeder said the problem would probably occur
again and asked Johnson to work toward equltable resolutlon.
Johnson was amenable. : |

|
No formal action taken. |

Schroeder recessed the Committee at 11:50 a.m. Reconvened
at 1:40 p.m.

The following agenda was before the Committee: l

CONSERVATION COMMISSION{2901

State game refupes, restrictions.3.1 ARC 3819 ..... o eiteerrearsieneerenrarnerrensnansnensrssnstrarannonsiasare 6/22/83.
Relocation assistance. 65.1{1), 63.2(4)°¢" 10 “g ™. 65.32)0" ARC 3820 ../5 ccnrneecerenecasesscscsaarsaoasacaossssnces 6/22/83
Rabbit and squirrel hunting. 102.1 10 1023 ARC3821 ........c.ceee. F ...... ©,22/83
Furbearers, taking of. 104.1 to 104.4, 1046 ARC 3822 ........cecee A eeueneansesansasassstsssntonsestossasersranses 6/20/53
Deer hunting regulations, 105.1. 106.2,106.4 ARC3823.............. £.. cee .- 6/22/83 ‘v’

Hunter safety and ethics. ¢t 75 ARC 3818, ../ . u.nneieiiieerrereqerascsensnesnsacenceossasosgassonenennes cee
Public-owned lakes program eliyibility lists, ch 76 ARC 3818. also filed emergenc AlsC 3815. ﬁf .......... cere
Commercial fishing. catfish length hmus. 110.7, {iled emergeacy ARCIBIT .... 5L vieieeeierannecerosnscncens

Conservation Commission officials: present were RlchaLd
Bishop, Charles Olafson, Bob Fagerlan, Stanley Kuhn, John
Beamer, Gregory Jones, and Ross Harrison.

Bishgp reported that sSnyder Lake was added to the lis& of
state game refuges. Tieden was informed that criteria depend
upon management objectives —-- most of the areas are designed
for waterfowl.

O'Kane learned that Lake Snyder was being included in an-
ticipation of more ducks and geese on the open water.

Kuhn called .attention to minor adjustments in relocation
assistance rules. Priebe inquired as to the procedure if
there were only one bid submitted--65.2(4)e. Kuhn admitted
that if there were only one bid, Conservation would have
to pay. O'Kane suggested that two estimates be required.
All members concurred that revision was needed in this area.

Rabbit and squirrel hunting, chapter .102, was before the

- Committee. Bishop noted that changes in thejackrabbltseasr

were more "cosmetic than anything" since the population is \/
down due to lack of grasslands. In response to Tieden as to
why the squirrel season was lengthened, Bishop said requests
had been made for %t and the squirrel population is large.
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Tieden opined the change would encourage hunting from the
road.

Amendments to chapter 104 will change the dates for hunting
furbearers. No recommendations. Priebe opined that amend-
ments to the deer hunting rules would increase numbers of
hunters. Bishop said the Commission was attempting to divide
hunters in zones where there are problems. Discussion of
"any sex" deer licenses. Priebe thought too many hunters
were being allowed in the second half of the season. He
stressed that the first season should be completely open.
Zones were reviewed briefly. No formal action.

Schroeder gquestioned score of 95 percent in 75.2(3) and
wanted to see a sample test. Harrison emphasized that they
want to ensure knowledgeable hunters.. Hunters concur that

it should not be easy to pass out of this course. Olafson

said that individuals have an opportunity to take the test
twice but if a score of 95 is not achieved, they must take

- the 8-hour safety course. Committee members questioned

whether that was legislative intent.

O'Kane called attention to the. fact the language does not
read "required" but "advised." Olafson agreed the provi-
sion should read: "The applicant shall take the 8-hour
course," if they fail the test the second time. The AG was
consulted and he saw no conflict between the rules and the
law. Chiodo asked Olafson which person would be better
gualified to hunt--those taking the test or the course.
Response was it would likely be the person taking the course.
Fagerlan wanted it clear that the course would qualify
individuals to hunt in other states, but the test would not.
Schroeder expressed dissatisfaction with that concept.
Chiodo was of the opinion the test might be "under-suffi-
cient" and he was informed that it is part of the law. It
was estimated that some 30,000 students will go through

the 8-hour training course.

Kuhn gave a brief background of the rules pertaining to
public-owned lakes. O'Kane referred to 76.3(3) and suggested
that staff criteria for ratio of watershed area be included.
Kuhn said the point was well taken. Royce suggested includ-
ing the list of lakes in the rule. Kuhn said there had

been a fair amount of discussion along this line. Royce
reminded that DWAWM does this for sewage treatment rules.

Suggestion to include the list of lakes in the rules would
be considered by the Department. However, Kuhn pointed out
that Soil Conservation Department needs to know the list
earlier than July 1. There was brief discussion of 110.7.

Mark Landa, attorney, Mark Johnson, staff, Mike Murphy,
attorney, and Mike Smith, staff, represented the Department
for review of:

"WATER. AIR AND WASTE MANAGEMENT DEPARTMENT([910] My
Consolidation of three agencics® rules under new department, chs 3 to 111 ARC 3827, abso fil:d emergen ARC 3826 f f 6/22/83
Emission standards for contaminants, 400—4.43)"a" (renumbiered 900—22.:435'2") ARC GBIS ..o00orr A/ ............... 6/22/83
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Murphy explained the revisions were necessary to implement
provisions of 1982 Acts, chapter 1199 which consolidated .
certain functions of DEQ, Natural Resources, Health and =
created the Department of Water, Air and Waste -Management. ‘o’
Notice process will be utilized for any substantive changes.
Smith informed Tieden that a management decision was made
to submit procedural rules separate from rules of substance.

Priebe referenced the various titles and wondered if there .
would be subsequent growth. Smith did not foresee creation-
of new subcommittees or additional staff. Murphy indicated
that dividing the rules into divisions was intended to simpli-

. fy dealing with the .public.

ch 49

50.3(1)

23.3(3)
formerly
4.3(3)

Schroeder wondered if chapter 49 had been changed with re-
spect to frost pits. He felt the 0ld rule was workable and
wanted assurance .that major changes were not made. Murphy
agreed to pursue the matter.

Schroeder thought more information should be included' in.
50.3(1). Murphy referred him to 50.1(455B), second paragraph.
Priebe referenced a water distribution system in Montana '
and wondered if it could be used in Iowa. Discussion of
possible legislation.

Schroeder brought up the matter of his dissatisfaction with.
sewer rules and wondered if there were plans to modify any

of chapter 69. Murphy noted they had adopted it without
change at this time. . o’

Schroeder questioned the last sentence .of 1.2(2) which pro-
vided that the Department set minimum standards for private
drinking water supplies. Murphy cited SF 368, [1983 Acts,
ch 137] where local boards are responsible for implementa-
tion and can be more stringent.

Schroeder asked for diagrams to be included in the IA? re
pits over augered wells, secrete systems vs orange borrow.

Murphy agreed to -apprise Keith Bridson and Roy Hagge of
DWAWM of. Schroeder's concern. No further questions.

Discussion of sulfur dioxide standards for solid fuel to
conform to federal requirements. Landa advised Priebe that
Iowa would not be more restrictive than federal. A Febru-
ary memo was referenced. Former DEQ officials undertook
an extensive modeling study and developed modifications to
EPA standards. Four options were reviewed. It was noted
that EPA has withheld enforcement of their standards in
Iowa since 1972. The state standard has been more lenient
with ambient air standards.

Chiodo was informed that EPA enforcement would include fines
and closing down sources in violation of emission standards
Current EPA rules would affect 4 sources which use Iowa coaf?“
Towa Electric Power in Boone, Marshalltown, Mt. Pleasant and
Pella Municipal Utilities. Mt. Pleasant, at the present time,
is burning Missouri Coal.
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Johnson lacked information as to the impact on the Iowa

WASTER MANAGE- Coal Industry. He had spoken with Ray Fisher, Iowa State
MENT DEPT. Mining and Mineral Research Institute in Ames, who advised

Concluded
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that reserach is being conducted on the effectiveness of
coal washing. He projected that 60 percent of Iowa's coal,
after washing, would meet these proposéed standards.

Tieden brought up the subject of acid rain in Northeastern
United States. Johnson said additional studies continue
and the President's Council on Enviornmental Quality is
involved. Congress is developing legislation re acid rain.

Chiodo reasoned that minimal improvement of air quality
should be measured against loss of industry. O'Kane won-
dered if blending concept could ultimately increase sale
of Iowa coal.

Johnson stated that information received from EPA indicates
concern over the acid rain issue and it would be difficult
to relax sulfur dioxide emission standards--particularly
east and north of Iowa. He concluded that EPA would be
concerned with Iowa's position on the issue.

O'Kane was intereseted in knowing that 1l0-year fuel costs

at the Mt. Pleasant facility and Johnson agreed to provide
information. Chiodo was informed that several options
were presented at the public hearing. Further information
would be forwarded to Royce for distribution to the ARRC
members. No further comments.

No agency representatives were requested to appear for
the following and the Committee perused the 1list.

ACCOUNTANCY. BOARD OF(10] . .
Permits to practice, experience, 9.8(3), notice ARC 3702 terminated ARC 3809 . .N ................................... 6/22/83

RAILWAY FINANCE AUTHORITY[695)

Project analyses, recornmendation, 4.3(3)a" ARC 3766 — effective date of 6/29/83 delayed 70 days. B TN 5/25/83

Committee was recessed at 3:30 p.m. to be reconvened
at 9:00 a.m. July 14, 1983.

July 14, 1983
Chairman Priebe reconvened the Committee Thursday, July
14, 9:00 a.m., Committee Room 22. The following agenda
was before the Committee:

REVENUE DEPARTMENT{730]

Special Review

Bales Tax on Rebates

Determination of net i cotporations and franchises — safe harbor icases, 53.7, 59.7, filed emergencyy ARC 3828 Fr. €/22/83

Determination of tax for freight-line and equig t car panies, ch 75 ARC 3757 — effective date of 6/15/83

delayed T0dayS . ..o eerriierinreriiasassetsnnsesocencnannnnnaes f PP
Determination of value of railroad companies, ch 76 ARC33829..... L eiiiirenees
I)elerrrmauon of value of utility compames. ch77 ARC3830....... /": ..............

Revenue Department was represented by Gene Eich, Mel Hick-

man, Don Cooper and Charles Haack.
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Also present: Jack Etzkorn, Tax Manager and Richard Malm,
Attorney, Trailer Train Company; Rick Phillips, Iowa Tax-
payers Assn; Larry Duncan, Iowa Southern Utility; John M.
Lewis, Iowa Utility Assn.; Don Williams, Northwestern Bell
Telephone; Patrick J. Nugent, MCI Communications Corp.; =’
Homer Mitcehll, InterNorth, Inc.; Steve H. Finch, Michigan
Wisconsin Pipeline Co.; Don Gonnerman, Williams Pipeline Co.;
Mark Truesdell, Bering, Swanson & Forrest, P.C.; Jim Steele,
Iowa Railroad Association Tax Committee and Chicago Northwestern -
Transportation Co.

There was discussion of a "gimmick" used by a number of imple-
ment dealers with respect to rebates where the farmer, instead

of taking a rebate, would turn it over . to the dealer. The

dealer would reduce the price of the farm implement by the
amount of the rebate and no sales tax was collected on the
rebate. Subsequent audits revealed that sales tax should
have been collected on the rebate. ;
Hickman was unsure of the dollar amount involved. Schroeder
wanted the situation resolved. Hickman said tax always' has
been collected on rebates. The matter surfaced several years
ago when manufacturers offered rebates on new cars. When a
car was registered, use tax was collected on the full selling
price. He referenceda situation of 1970's on manufacturer's
excise tax and an AG opinion of 1972. Primarily, the problem
has surfaced through John Deere dealerships. Revenue has
talked with John Deere and supervisory personnel concur a
change in bookkeeping is needed.

Discussion moved to safe harbor leases -- amendments to rules
53.7 and 59.7. Cooper explained that simply selling a product
outside the state doesn't provide tax exemption. If incor-
porated in Iowa, the lawrequires a corporation to file an
Iowa return. Mention was made that corporations might be cir-
cumventing Iowa taxes that way. Cooper admitted there was
some misconception. No formal action.

Eich presented a brief overview of chapter 75 which basgcally
defines "loaded mile". Also, it deals with definition of when
a car is loaded and when a mile is the actual mile traveled

rather than a shortline mile. He said that a flatcar carrying
highway trailer matters not if the trailer is loaded or empty.

Malm reiterated their opposition to the rules which. they view
as an attempt to expand the tax. He referred to a summary
wherein he highlighted three issues: The Department's rules
are inconsistent with Iowa Code Chapter 435 and are unfair
and unreasonable as they attempt to define "loaded” to in-
clude empty cars. General discussion as to what constitutes-
loaded and unloaded cars.

Schroeder inquired as to what the impact of the rule would be
and Malm estimated 39 percent of the mileage would relate to _
empty cars. He argued that the tax is "discriminatory and <
unfair" and in excess of any other state. Malm admitted that™
Trailer Train operates 18 percent of the cars but pays a dis-
proportionate tax.
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Malm was unprepared to respond to Schroeder's question as to
how Trailer Train was unfairly taxed. He said that taxes
paid in Iowa amounted to $5.8 million. Eich told the Com-
mittee that depositions would be taken next week. He was
doubtful the issue would be resolved within the next year.
Eich summarized the Department's contention that a railroad
car is not empty when it is carrying an empty trailer. The
purpose was to tax loaded cars. He concluded that Trailer
Train travels more in Iowa and they are not taxed at a higher
rate--theypay l% cents per mile the same as other companies.
O'Kane voiced support for the Department.

Chairman Priebe called for a recess ati9:50 a.m. and recon-
vened at 10:10 a.m.

Eich reviewed the history of the implementation of chapter
77. Three areas have had changes; remainder of rules are
identical to those in effect since 1979. Determination of
equity in stock and debt approach; treatment of deferred in-
come taxes in the income approach and calculating of opera-
ting and nonoperating in stock and debt. He reiterated the
fact that most comments from companies dealt with rules in
general and not these particular changes.

Eich informed Schroeder that most of the same people who ap-
peared before the ARRC in May were present and commented at
the public hearing. :

Eich reviewed changes; the Department added deferred income
taxes to the income and then capitalized that figure and that
gave the value for the income approach, which is handled two

ways: (1) For the rate regulated companies, the Department

capitalizes the operating income and then adds to that the
accumulated deferred income tax account. (2) For nonrate
regulated companies, take care of deferred taxes in determin-
ing the capitalization rate. The amount of accumulated de-
ferred income taxes is given a zero cost .capital in determin-
ing the capitalization rate. In addition, in the stock 'and debt
approach, when a company was a subsidiary of a parent company,
the Department allocated part of the parent company to the
subsidiary in determining their equity position. The proposal
is to take the income available to common stockholders and
capitalize it at a rate and that determines the equity posi-
tion of the company--the Haugen method. "Comparable sales"
was defined -- allocation, weighting have not changed.

Chiodo understood that the hearing officer had tentatively
reversed the weighting scheme in the present rules and Eich

-admitted that to be so. Eich emphasized the rules were a

refinement of their present process. The State Board of TAx
Review will rule sometime. Eich hesitated to say the corrections
to the rules were minor--he would classify them as being im-
provements to current procedures. Any time there is a valuation,
change, it is not "minor." If the overall shift up or down
is considered, it could be considered minor. There were
changes within the industry, but the overall value was minor.
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Priebe wondered if the rules were delayed, what impact it

would have on local property taxes. Eich thought it would be
negligible. He pointed out the rules must be in effect by ~
August 15 for 1983 valuations. o’

Phillips stated that the industry believes there are enough
changes in the rules to create serious problems for them and
they favor a delay. He reasoned the rules were untlmely in
view of pending litigation.

|
Finch read a stdtement from his company wherein they expressed
opposition to the rules and urged a 70-day delay and a formal
objegtion.  Finch contended that when the Department submitted
a new chapter 77 under Notice this served to completely repeal
the 19792 rules. From a legal perspective, Finch viewed the

' Department's action as adopting a completely new set of rules--

not just amendments. He told O'Kane that, under these rules, .
his company estimated their valuation would increase for 1983.

Eich said that under new rules, the Michigan Wisconsin pipe-
line would be valued at $51 million, but added, "What does
that compare to?" He asked if the company calculated a value
under the old rules for 1983. Finch-admitted they had not.
Eich contended the old rule might give a valuation of $55
million. Committee members were interested in pursuing the
point and Finch was amenable to submitting an estimate.

Mitchell commented that InterNorth had formally objected to
the rules in a June 30 letter. He asked that a 70-day delay &/
be imposed. '

Priebe could foresee Iowa rules setting a precedent for other
states. Duncan took the position that the rules meritlfurther
review. He read a statement citing main points of concern
and encouraged the Committee to delay implementation. |
Eich called attention to 77.1(3), definition of operati
property pertalnlng to pollutlon control, which is nonﬁaxable
by law -- in response to O'Kane's questlon as to whether the
rules reflect exclusion for pollution control.

In response to Royce, Duncan said that depreciated cost is
very objective, not subject to a lot of debate but stock and
debt seems to be subject to many interpretations and leaves
many unanswered questions. Duncan said the company does not
understand why the actual market activity reflected for common
stock would be ignored. According to Eich, it would not be
ignored -- it will be looked at -- main purpose is to get away
from the allocation from the parent to the subsidiary utility.

Nugent referenced his statement given at the May 19 ARRC meet-
ings demonstrating that MCI and similarly situation companies
differ from conventional public utilities--a radical departure .
from the conditions of regulatory assurance, revenue protecti,
economoics and business operatlons. Nugent declared the de- -’
finition of utility company in 77.1(1) had been broadened by
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inclusion of "telecommunication companies." He saw this as
an attempt to legislate by rulemaking and he requested the
Committee to delay the rules into the next General Assembly
or place an objection on them. e

Chiodo was advised that MCI does not compete with local tele-
phone companies. General discussion as to whether MCI was a
utility. Nugent noted they pay the tariff rate to local tele-
phone companies. They are not under rate-based regulation.

In response to O'Kane, Eich was unsure as to reason Revenue
added "telecommunication companies" in the definition. How-
ever, Eich recalled that several years back, MCI claimed they
were not a telephone company but telecommunications. The
Department looked at MCI's stockholders report where they are
listed as a telephone company. ,

Tieden was told that the January 1982 valuation for MCI is
in litigation.

Gonnerman, representing Williams Pipeline -- a party to the
litigation -- referenced 77.1(11]) "original cost" which was
added after rules were originally promulgated. Williams saw

the rules as an attempt to make the utility fit the rules
rather than the reverse. He labeled the rules as "anti-Williams
since they could apply to no other utility.

"

Gonnerman reviewed the history of Williams Pipeline Company.

There was discussion as to what extent rules could be changed
after notice before renoticing would be required. Schroeder
commented that a 70-day delay would have the effect of delaying
for one year for further study. He suspected the State Tax
Board of Review would have made their decision by then.

Schroeder moved that a 70-day delay be pliced on chapter 77

of Revenue rules. Royce spoke of the significant impact of

a delay because it will automatically postpone the assessment
period beyond August 15 which will void these rules until next
year's assessment date. Current rules -- chapter 77 -- will
remain in effect.

Priebe saw a delay as shifting $41 or $42 million of utility
valuations. Priebe and Schroeder had an exchange with respect
to impact. Roll call vote on the motion to delay chapter 77
showed 5 ayes by Schroeder, Tieden, Chiodo, Doyle and Priebe.
O'Kane voted "no." Motion carried.

Chairman Priebe recessed the Committee at noon and reconvened
it at 1:30 p.m. Review of Revenue rules was resumed. Chair-
man Priebe recognized Steele who stated that the general posi-
tion of the railroad industry was that chapter 76 should be
postponed 70-days until further review could be undertaken.
He stressed the important distinction between railroads and
utilities and suggested separate rules. He reasoned that for
railroads to continue to operate, income is the most important
factor and that should be used to value. He summarized his

3-page paper. Steelelurged postponement of the rules until
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REVENUE the Committee has opportunity to review the evidence. In re-
DEPARTMENT sponse to Priebe as to what Steel considered to be substantial -
Concluded changes, he cited 76.4(4) and 76.5(1) regarding market value -
76.4 (4) of common equity of railroads. Steele said that railraod in\a/
76.5(1) come was cyclical and they advocated a 5-year analysis of in- -
come, as opposed to 1 year used by the Department.

Eich pointed out the extreme difficulty in determining income
to capitalize. Schroeder asked what effect a 70-day delay
would have on assessment and Eich stated it would have the
same impact as the delay placed on chapter 77. Steele thought
they could work with Revenue to develop a satisfactory reso-
lution. Eich was willing to listen to a proposal whether or
not he agreed with it. He emphasized that the Department
wanted to provide railroads with latitutde for alternatives

in the valuation approach.

O'Kane wondered if examples could be listed. Eich explained
the complexity of such an endeavor. . He told Chiodo that the
3 valuation principles hold true whether it be railroads or
telephone companies--application can differ. Railroads are
not weighted as high on stock and debt as electric companies.
The allocation to the state is entirely different in the case
of railroads than in pipelines.

Chiodo observed that the value of the property and not 1he :
company was being discussed. It seemed a departure from tra-
ditional property tax. Eich said, "The company is the proper*--
and the property is the company." He reminded ARRC that rail
road tracks had little value without a market on each end with
a train running over the tracks. The same would apply to power o
pipeline companies. It is called the "unit approach." | Tieden
made the point that Iowa's weighting seemed high -- most other
states have not changed since 1975. Eich said that data was

3 years old and he guaranteed if Iowa wins the pipeline case

in the Iowa Supreme Court, it will change again.

Motion to After further discussion, Schroeder moved that a 70—day'delay

Delay ch 76 be placed on chapter 76 of Revenue Department rules. Short
form voting requested. Motion to delay for 70-days was carried
unanimously.

Adjourned Chairman Priebe adjourned the Committee at 2:07 p.m. Next
meeting will be Tuesday, August 2, 1983 i
Respectfully submitted, |

K
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Assisted by Vivian Haag
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