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TO: 
All County Assessors
FROM: 
Neal R. Cook, MAI, Utility Valuation Program Manager


Property Tax Division

SUBJECT: 
2006 INTERCOUNTY UTILITY ASSESSMENTS

Each year the Utility Valuation Section begins its assessment process in early January by sending annual reports to each state-assessed utility company.  In 2006, the Utility Section assessed 353 utility companies.  Broken down by industry, this includes 168 private railcar companies, 77 airline companies, 14 electric generation companies, 11 gas distribution and pipeline companies, 7 railroad companies, 68 telephone companies, and 15 wireless telephone companies.  

For the companies to avoid penalties, statute requires that utility companies file completed annual reports by March 15 unless they have been granted an extension of the deadline.  The valuation process begins at that time and ends on or before June 30 when the Property Tax Division mails assessment notices to the companies.  Companies have until July 30 to make an appeal.  In 2006, 25 companies requested hearings with the Assistant Director, and 25 companies requested informal meetings to discuss their assessments.  After the appeal process, valuations are finalized by August 20, and apportioning of the companies’ values to tax code areas begins.

The following chart shows a breakdown of statewide utility assessments before application of county ratios:

	Industry Summaries

	
	2006
	2005
	

	Industry
	Final
	Final
	Difference

	Air Transportation
	1,943,851,299
	 1,706,861,015
	13.88%

	Electric
	 3,830,318,000
	 3,718,190,000
	3.02%

	Gas
	 1,398,274,000
	 1,604,073,000
	-12.83%

	Pipelines
	 935,861,000
	 918,513,000
	1.89%

	Private Cars
	 226,145,826
	 217,976,224
	3.75%

	Railroads
	 951,787,000
	 843,620,000
	12.82%

	Telecommunications
	 3,583,925,896
	 3,594,061,428
	-0.28%

	Wireless
	 2,384,726,500
	 2,516,559,000
	-5.24%

	Totals
	15,254,889,521
	15,119,853,667
	0.89%


2006 Utility Valuations
Overall, utility values statewide have increased by 0.89 percent.  The air transportation, gas, and railroad industries experienced the greatest changes from 2005 to 2006.

Air Transportation Industry

Assessments in the air transportation industry increased 13.88 percent from 2005 to 2006.  The increases in rent at SeaTac airport had a large impact on the valuation of leased property in use by airline companies.  In addition, the industry’s movement out of a trough in their business cycle into recovery and an increase in the total number of companies assessed played a part in the air transport industry’s assessment increase.

For the 2007 assessment year, values may decline; foreign-based air transport companies will not be subject to central assessment of property taxes.  This action will make these companies subject to local property taxation of ground property and to leasehold excise tax in lieu of property taxes for property rented from government agencies such as the Port of Seattle.  The port will collect leasehold excise tax beginning January 1, 2007, and companies will need to file a personal property listing with the assessor for all other taxable property.  This determination affects the following companies: 
•
Asiana Airlines Inc.

•
Air Canada

•
Aeroflot Russian International Airlines

•
British Airways

•
Cargo Lux Airlines International

•
China Airlines, China Eastern Airlines

•
Eva Air, Jazz

•
Korean Airlines

•
MartinAir Holland

•
Scandinavian Airlines of North America

Gas Industry 

Overall income decreased in the gas industry, resulting in lower assessment values.  The industry’s overall assessments decreased 12.83 percent from 2005 to 2006.  To recover the higher cost of providing natural gas service to customers, companies have filed for rate increases.

Railroad Industry

Due to volume and pricing increases, railroads benefited in steady earnings growth.  Furthermore, relatively high fuel costs have helped drive demand for intermodal transports, and most carriers passed on a portion of these expenses to customers, while some benefited from effectively hedging fuel contracts.  The industry’s 12.82 percent increase in assessments from 2005 to 2006 reflects this earnings growth.

The Remaining Industries
Overall, little change in assessment value occurred in the remaining utility industries from 2005 to 2006.  Competition within industries or regulation of these industries limited revenue growth and value changes.  Slight increases took place in the electric, pipeline, and private car industry assessments, while the wireless and telecommunications industry assessments experienced minor decreases.

Factors Affecting Utility Values
Value apportionment to tax code areas cannot be completed until the counties’ real and personal property ratios are finalized and the Department receives all the necessary information from the counties, including the assessment roll and new construction certificates.  Every year, the Ratio Program sends copies of the completed real property appraisals and personal property audits to each county for review.  When the review process is complete, the ratio specialist finalizes the ratios.  The apportioned utility assessments are then certified to the counties after applying the finalized real and personal property ratios to the values assigned to each tax code area in every county in which utility companies operate.  If the county real or personal property ratio changes significantly from one year to the next, it can affect the certified utility assessment.

If you have any questions, please contact me at (360) 570-5877 or nealc@dor.wa.gov.
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