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Types of Utilities Assessed

Utility Type # in State

Gas & Electric (light, heat, power) 42
Buses (regularly scheduled routes) 3
Pipelines (gas or oil) 36
REMCs 42
Railroads 41
Telecoms (land line, cellular, VOIP, satellite, paging 116
company)

Water & Sewer 37

TOTAL (not including railcars) 317



! Utility Property

Because public utilities and railroads often cross
township and county lines, the DLGF is charged with
assessing the value of public utilities and railroads in
Indiana.

The DLGF values a company’s entire enterprise
statewide and then distributes the assessed value to
each county in which the company operates. The
distribution is allocated based on a percentage of the
company’s total operation in the county by
township/taxing district.



.

P

~—— Utility Property

DLGF assesses the property that is directly used to deliver the
service (state distributable).

Local assessing officials were previously responsible for
assessing all personal property not directly used to provide
the utility service.

All companies engaged in public utility business in Indiana
were required to file Form 1 (Tax Return-Fixed Personal
Property of Public Utilities) with the local assessing official for
each taxing unit where fixed personal property is located
prior to the 2010 pay 2011 assessment.



~——Utility Property

If the public utility company owned, held, possessed, or
controlled any leased or other not-owned locally assessed
personal property, a Form 1-N was to be filed with the local
assessing official of each taxing unit where the leased
personal property is located.

Effective with the March 1, 2010 assessment date, all
companies engaged in public utility business in Indiana no
longer filed the Form 1 with the local assessing official. The
property previously reported on the Form 1 is now being
reported with the company’s filing with the Department on its
Utility Ad Valorem Tax Return (Annual Report — Form UD-45).

See http://www.in.gov/dlgf/files/090805 - Wood Memo -
Form 1 Elimination.pdf for further information.
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~——Utility Property

The DLGF reviews and audits the company’s filing, and the
assessed value previously reported on Form 1 is included in
the distribution by township/taxing district.

The change in reporting requirements allows a public utility
to file one return instead of multiple returns with local
assessing officials throughout the state (in addition to the
state return). This relieves local officials of some burden as
well as relieving taxpayers of multiple filings.

Also note, unlike the twelve (12) month deadline for
amendment of personal property assessments, utilities have

10 days statutorily to file an appeal with the DLGF, or 45 days
to file with IBTR.



- Utility Property

® There is no amendment window other than the appeal
window, but this does not include corrections of error in
distribution, which may occur after distribution of values
to the counties.

* |f the item is land, a building, or a building improvement, it
is locally assessed real property, with the exception of
Railroad companies’ operating improvements.

* The remaining property is considered to be distributable
property.

®* Some items or units of property may have dual uses. A
portion may be used to produce or provide utility service,
while the remainder is specifically attributable to a
building or structure.
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%.tilﬂi‘:cy Proper%y; g

* To determine whether a central system is locally

assessed real property or distributable property, the
following standards apply:

e The portion of the central system that is specifically
attributable to the building or structure is locally
assessed real property.

e The portion of the central system that was installed to
specifically accommodate the utility process or
activity conducted in the facility is distributable
property. What used to be locally assessed personal
property (if any) now has become a part of the
distributable property.
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~——Utility Property

* |f the central system has a dual purpose, an allocation is
made based on the specific facts and circumstances
surrounding the use of the system.

e For example, the allocation of a central system would
be a plumbing system that was installed both to serve
the occupants of a building and also to supply water
to cool an item of distributable property. In this case,
an allocation is made to account for the portion of the
central system that is locally assessed real property,
and the portion of the central system that is
attributable to the distributable property. We would
need to confer with the taxpayer in this type situation.
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- Utility Property

* Pages 4 through 8 in Chapter 9 of the 2011 (sic 2012)
Real Property Assessment Guidelines provide many more
examples.

(http://www.in.gov/dIgf/files/2011 Chapter 9 Final.pdf)

* |tis an excellent reference source if you have a question
on whether the type of property is distributable or
locally assessable. For example: Several questions on
how to assess cell towers and microwave towers have
been received by the division. Cell towers are now part
of state distributable, but a microwave tower is generally
local personal property and should be reported on a
form 103.

RS,



- Utility Property

* Assessment information on towers can be found on page
7 of Chapter 9 of the 2011 Real Property Assessment
Guidelines. Towers were assessed as Locally Assessed
Personal Property, reported by the utility in the taxing
unit where located. The value used to report it is the
Federal Tax Cost.

* Although identified as Locally Assessed Personal
Property, these towers are now reported with their
distributable property report to the DLGF if they were
formerly reported on a Form 1 as owned by a utility
company. Other towers not owned by a utility are still
LPP.
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~——Utility Property-

® The County Assessor assesses the following property of a
telephone, telegraph, or cable company as local real
property:

e Buildings and structures, including that portion of the
heating and lighting systems that provide for the
comfort of the employees rather than for use with
locally assessed personal property or distributable
property.

e Miscellaneous yard improvements, such as fencing,
parking lots, and driveways.

e Land on which the building and structures are
situated and any land not constituting a part of any
right-of-way of the distribution system of the
telephone, telegraph, or cable company.
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,/T.tility Property ;

®* The DLGF assesses the distributable property of the telephone,
telegraph, or cable company. The distributable property of a
telephone, telegraph, or cable company includes the following:

e pole racks
e outdoor yard lighting systems

* microwave and radio antennas (microwave and radio towers
are reported to the DLGF)

e electronic and electrical communicating equipment
e telephone poles

e lines and cables

e telephone booths

e portable buildings

16



Annual Reports & Filing

® Annual Returns for non-railroad car utilities

e Statutorily due by March 1
o DLGF traditionally allows until April 1 for filing

* Companies may request an additional extension for good
cause

e Request it in writing (we do accept scanned and emailed
request these days with a signature)

o At least five days before April 1 (or the first Monday if the
1st is on a Saturday or Sunday).

17



Annual Reports & Filing

® June 1: Statutory deadline for DLGF to mail all tentative
assessments

® June 30: Statutory deadline for scheduling and holding all
preliminary conferences and issuing final assessment orders
for those companies that appeal DLGF assessment

18



%.nnual Reporgs!!%l ing

* Companies report historical or original cost of their property
including intangibles.

e The intangibles and any locally assessed property are
removed from the assessment.

e The property is then subject to federal tax depreciation.
® Gross additions deduction

e 60 percent of the taxable value of the property

e The first year distributable equipment is placed in service

® Construction work in process is added to the assessment at 10
percent of the depreciated value.
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%.m 11A Dlstr‘"bu%l I

* Early July — Form 11A notices were replaced by a text file
emailed to the county assessor, county auditor, and
additional staff (per request — please email me) per 50
IAC 26, starting with 2011 pay 2012 data. Instructions
were included on how to export the data to Excel format

for upload or for ease in reading.

e |f not received by the middle of July of the
assessment year, please contact:

Keilah Folkertsma

E-mail: kfolkertsma@dlgf.in.gov
* Total AV for 2012: $12,596,534,740
* Up from $12,035,555,560 in 2011

20
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" TForm 11A Distri

® 2012 was the second year for the transmission

ution

® David Schwab DSchwab@dlgf.IN.gov is handling inserting
the parcel numbers you send us into the backend of the
database

* We do not see the parcel numbers in the front end —
where | do my work inputting the assessments

* Before we receive your parcel number we have to create
a unique identifier for each allocation using the 5 digit
taxing district number followed by the taxpayer 4 digit
account number assigned by us — so if there is a new
allocation you may see one of these numbers

24
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///If/gf;nllA Distribution

® That number is used to hook your parcel number to the
appropriate allocation

* Railroads have a similarly assigned number, but those
had to be reconciled by hand because there is the
possibility of more than one taxing unit per taxpayer
because of multiple railroad lines such as Indiana Nickel
Plate and B &0 Main. Distribution IDs are also different
for each year on railroads.

® This coming year, 2013 pay 2014, David is planning on
sending an Excel file as well as the Text file that is
required per 50 IAC 26 — so you won’t have to convert
the file yourself.
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! %mitted Filing ;

* |f a company does not file, and information has not been
received that they have been sold or are out of business,
a letter is sent to the company requesting information.

* No response = DLGF makes filing for them.

® This is applicable to all utilities, including railcar
companies. (IC 6-1.1-8-22)

* Unfortunately, there is no easy way to set a value on a
company that has no filing history — we typically mark up
the last year by 10 percent (multiply by 1.1)

23



Attorney General’s Office

* The DLGF will notify the state Attorney General’s office of all
late and omitted (failure to file) filers.

e DLGF provides documentation showing our attempts to
reach the taxpayer and obtain information as to their
status.

* The penalty is $100 per day that the return is late. However,
we may give them an extension of time to file as a courtesy if
there is no previous history of late or omitted filing

24



! %ttorney Generﬁ%s ice

® DLGF tracks cases referred to AG’s office.

®* Money collected is deposited into the state general
fund.

m - 2012:S 27,917.21
e 2011:5123,952.62
e 2010: $84,452.25
Note: Declining assessment and collection of

penalties does not mean we are not doing our job —
it means improved compliance, which is desirable.

25



as & Electric Companies

Require extra schedules for the deduction of air and water

pollution control equipment.

Schedules A-3 and A-4
These companies have definite situs distributable equipment
(IC 6-1.1-8-9)

Generating station equipment

Power lines

Wind Farms are electric generating
Solar could be as well depending on ownership and what
they do with the energy generated

MORE ON WIND FARMS FOLLOWS
26



~—Wind Farms
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~—Wind Farms

03/22/2008
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! Wind Farms
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/ind Farms

Each wind turbine produces enough electricity to power 600 average homes per
year.

Each wind turbine reaches about 262 ft. to the hub, and an added 126 ft. to the tip
of the rotor, for a total of about 388 ft. when the rotor is pointed straight towards
the sky.

The speed of the blades = at the tip ~ 120 m.p.h.
Cost of a wind turbine =~ $3 — 4 million dollars each
In Benton County, there are currently 495 towers.
The 2011 pay 2012 assessed value for the 495 towers:
-$1,319,458,361 Assessed Value

-$1,239,587,576 Abatement Value
- $79,870,785 Taxable Amount
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" Wind Farms: Indiana Code

* 1C6-1.1-8-9 — Light, heat, or power companies

* The fixed property of a light, heat, or power company consists of:
1. automotive and other mobile equipment;
2. office furniture and fixtures;

3. other tangible personal property which is not used as part of the
company's production plant, transmission system, or distribution
system; and

4. real property which is not part of the company's right-of-ways,
transmission system, or distribution system.

* A light, heat, or power company's property which is not described as fixed
property (see above) is definite-situs distributable property. This property
includes, but is not limited to, turbo-generators, boilers, transformers,
transmission lines, distribution lines, and pipe lines.
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~—Wind Farms: Indiana Code

IC 6-1.1-12-29 — Wind power device

Definition: a device, such as a windmill or a wind turbine, that is designed to
utilize the kinetic energy of moving air to provide mechanical energy or to
produce electricity.

IC 6-1.1-12-30 — Wind power device deduction

Filing of claim for deduction

e With respect to real property, the application must be completed and dated
by December 315t of the year for which the person desires to obtain the
deduction and filed on or before January 5t of the following calendar year.

* A mobile/manufactured home assessed under IC 6-1.1-7 must be completed,
dated, and filed during the 12 months before March 315 of the year the
deduction is to be effective.

e On verification of the statement by the assessor of the township or county in
which the real property or mobile home is subject to assessment, the county
auditor shall allow the deduction.
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~—Wind Farms: In

I1d ode

Senate Enrolled Act (SEA) 481-2011 amends IC 6-1.1-12-29, which defines the term
“wind power device” for purposes of the wind power device deduction under IC 6-
1.1-12-29 and 30. This amendment is effective retroactive to January 1, 2010.

The purpose of this amendment is to make clear that public utilities or other
entities whose business is to generate electricity through wind power cannot claim
the wind power device deduction.

A wind power device is defined as a device, such as a windmill or a wind turbine,
that is designed to utilize the kinetic energy of moving air to provide mechanical
energy or to produce electricity. However, the General Assembly has now
specifically excluded from that definition a device that is owned or operated by a
public utility (as defined by IC 8-1-2-1(a)) or another entity that provides
electricity at wholesale or retail for consideration, other than a person who
participates in a net metering program offered by an electric utility.

38



" Wind Farms: Indiana Code

= This amendment is intended only to clarify the meaning of “wind
power device” and not to change the General Assembly’s intent
regarding eligibility for the wind power device deduction. In other
words, the General Assembly is saying that it has always considered

public utilities and commercial wind power ventures ineligible to
receive this deduction.

= To apply for the deduction, taxpayers should file the Statement for
Deduction of Assessed Valuation (Form SES/WPD — see
https://forms.in.gov/Download.aspx?id=4797).

39
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Wind Farms: State Distributable

* The Wind Tower, but not the land upon which it rests, is to be
assessed as state distributable property.

* The company is required to file an Annual Report (UD-45) with
the DLGF on March 1 (IC 6-1.1-8-19).

* The Department will review the assessment and allocate the
value to the appropriate taxing district(s).

40



Wind Farms: State Distributable

® The assessment will be based on federal cost less federal
depreciation, at tax basis per 50 IAC 5.1-6-3.

* Specific information can be found at
http://www.in.gov/dlgf/2486.htm

* DLGF disseminated a memo on the assessment of Wind
Towers and Land on December 4, 2008 (see
http://www.in.gov/dlgf/files/Memo-Assessment-of-
WindTowers-and-Land.pdf)

41
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Wind Farms: State Distributable

® Land Assessments

e The portion of the land used for the Wind Tower is
classified as Industrial land.

e The Industrial land rate is county specific. It would be
assessed comparable to a cell phone tower.

e Typically, the land area that is utilized for the individual
Wind Tower ranges from .25 acres to .50 acres. This would
NOT include any roads used to construct and service the
tower.

42



! Wind Farms: Sta%e %ls!n!utable

® Land Assessments

e Depending on the parcel and its use, it could be assessed as
“Secondary Industrial” land.

e Defined as land used for purposes that are secondary to the
primary use of the land.

e See http://www.in.gov/dlgf/files/bklch2.pdf for guidelines
for valuing Commercial and Industrial Acreage.
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/ind Farms: Deductions

* The deduction for a wind power device (per IC 6-1.1-12-29 and

IC 6-1.1-12-30) is applicable to Wind Towers.

* The taxpayer must own the property (land & tower) in the
year in which the deduction is sought, and timely apply on
Form SES/WPD (Statement for Deduction of Assessed
Valuation Attributed to Solar Energy System/Wind,
Geothermal or Hydroelectric Power Device — see
http://www.in.gov/icpr/webfile/formsdiv/18865.pdf).

44
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Buses (with regular routes)

* Three companies currently assessed

* Add companies with regularly scheduled routes within the
state

® Conduct a unitary assessment
e Value all the buses and tires

e Allocate based on Indiana mileage divided by total mileage.
(Schedule A-8) (IC 6-1.1-8-7)
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Pipelines

® Values trended annually based on factors from the Handy
Whitman Index for gathering pipeline and transmission
pipeline

e 30-year schedule for each type of property

e Value covers one mile of pipe — broken out by sizes and
type. (Schedule A-6)

46



Pipelines continue

* Taxpayers fill out a schedule (A-7) that notes where their
appurtenances or pumping equipment or meters are located.

* Total value of both schedules is apportioned throughout the
state based on the miles of pipe they have in each taxing
jurisdiction. (IC 6-1.1-8-10)
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REMCs

* Rural Electric Membership Cooperative (REMC)

* Have option of reporting using federal accelerated tax
depreciation or of filing schedule A-5

e A-5 allows for additional depreciation over that allowable in
federal reports, which is still less than federal accelerated
depreciation.

* Their property values are divided out over their miles of
distribution line. (IC 6-1.1-8-10)

48



Railroad Assessment

® Includes any and all operating property and
improvements including:

e rights-of-way
e |and used with operating improvements
e personal property.
® Only property to be locally assessed is the non-operating
property
e Silo leased out to a farmer to store grain
e Non-railroad business spur

e Abandoned track

49



Railroad Assessmen

* Right of way and land is included in the total assessment, but
not broken out by taxing unit on our return. It becomes part
of the value per mile by type of track.

* Transflo facilities , if they are owned by a subsidiary of the
railroad company, are considered to be part of the operating
property and part of the state assessment.

50



Railroad Assessmen

* Before selling any railroad property at tax sale, check the 11A
for the proper mailing address of the railroad or contact me. It
could save you from duplicate assessment.

e Commuter rail IC 6-1.1-35 Chicago SouthShore and South
Bend Railroad — this property is unique in that it is our only
commuter rail and is assessed using the UD-32 like a railroad,
but is billed like a Railcar company and pays their tax to
Indiana Department of Revenue
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Telecoms

® Per IC 6-1.1-8-15, State conducts:
e Telephone
e Telegraph

e Cable companies (Note: cable television companies
were excluded under IC 6-1.1-8-3(c))

® This includes:
e |[and based phone companies, cellular companies

e Only the telephone portion of the cable companies, at
least one pager company, at least one satellite
telecom.
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Telecoms

* Property distributed over their network either by miles of line
or wire, or by percentage of equipment at certain locations.

* State Assessment = Towers on which the telephone company
antennas are situated

* State Assessment = anything that has to do with the running of
the telecom network, Portable buildings (equipment sheds)
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Water and Sewer Utilities

* Sewer: Generally located within one taxing jurisdiction.

* Water : may be small or very large. (IC 6-1.1-8-17 & 18) but if
only one taxing jurisdiction they report locally unless already
set up as a utility
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Obsolescence

® Obsolescence : defined under IC 6-1.1-8-26, 50 IAC 5.1-6-11,
and 50 |IAC5.1-11

* Most obsolescence claims on telecoms and gas and electric
companies

* On railroads (Wisconsin Blue Chip Method)

e And the occasional pipeline company that has non-
operating property.
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Obsolescence

* DLGF will allow depreciation of non-functioning assets to be
reduced to a salvage value

e The salvage value was 10 percent, but has been as low as 5
percent in extraordinary cases

® Each claim is reviewed on a case by case basis and each year
stands alone
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Obsolescence

* The company must qualify and quantify their obsolescence
under our definition and to our satisfaction.

* |f mutual agreement cannot be made, our assessment is final.
Company can appeal through Indiana Board of Tax Review.

* Final step for resolution is the Tax Court.

£



Obsolescence

* Complex due to the size and intricacy of the calculations and
appraisals reviewed in short period of time.

* DLGF gives fair consideration. This may take time.

® For this reason, some cases have spanned a number of years
for appeals.
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Exempt Property and P.I.L.O.T.

* Exempt: Municipal and governmental properties

* PI.L.O.T. (Payments in Lieu of Taxes)
e Some companies file under local code.

e Taxes figured based on DLGF methods (using the UD-45)
and then AV reported directly to the taxing jurisdictions or
county.

« (The City of Indianapolis files P.I.L.O.T. under IC 36-3-2)
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Railroad Car Companies
ice1 1 8178 o

* Any private car owner that transports goods (personal
property) through the state over the rail lines in private
railroad cars

* We receive reports from the major railroads
e CSX
* Norfolk Southern
e Grand Trunk/Canadian National
e Canadian Pacific/Soo Line
e Union Pacific
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Railroad Car Companies
(IC6-1.1-8-12 & 35)

* Reported mileage by taxpayer compared to reported mileage
by railroads.

® 2012: 375 assessments processed
® 2011: 368 assessments processed

® 2010: 381 assessments processed
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P~ Railroa
(1C 6-1.1-8-12 & 35)

* Assessment notices and an excel worksheet sent to the
taxpayer or preparer.

* Master listing to send to Dept. of Revenue for collections of
the tax by December 31st of the assessment year.

* Use mileage from the prior year and do a unitary valuation.

®* The money collected under IC 6-1.1-20 goes to support the
rail commuter fund — predominantly Chicago SouthShore
and South Bend RR.
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! Railroad Car Companies

e

* |f we have mileage, but no report, we send letters of inquiry
and may file an omitted assessment for the taxpayer if they do
not respond to any of our inquiries.

* |dentify potentially liable non-filers to be researched

* Mail letters to those potentially liable over 1000 miles —
usually 2 contacts before determining if we will file omitted
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Railroad Car Con
(IC 6-1.1-8-12 & 35)

* September 1: Deadline to mail all tentative assessments to
railroad car companies

* September 30 : Deadline to hold preliminary hearings on
appeals and mail out final orders of assessments on those that
appeal.
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Questions?



! Contact The Department

» Keilah K. Folkertsma
e Telephone: 317.232.3756

e Fax: 317.974.1629

e E-mail: kfolkertsma@dlgf.in.gov or
jwaddell@dlgf.in.gov

» Web site: www.in.gov/dlgf/2486.htm

e “Contact Us”: www.in.gov/dlgf/2338.htm
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