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Cities Reap Valuation Windfalls
By this time of year, local budgets for ﬁscal year 2019 (starting
July 1, 2018) have been completed and submitted to the State
for review and certiﬁcation. According to state law, most local
budgets were due March 15th, with K-12 budgets due April 16th.
Last summer Polk County Assessor Randy Ripperger
announced substantial increases in the assessed value of
properties in Polk County. (See Real Talk) He noted that
assessments alone do not determine property taxes; local
governments determine them based on their decisions about
property tax rates. In a year like this one, when taxable values rose so substantially, local
governments could have chosen to reduce rates and therefore spare property taxpayers
from a substantial increase in taxes. But that isn't typically what happens. More typically,
rates are held relatively constant and the local governments reap a windfall in revenue.
This year, a few cities did reduce their property tax rates: Ankeny (90 cents), Waukee (10
cents), West Des Moines (21 cents) and Windsor Heights (38 cents). Two of these cities
(Waukee and West Des Moines), will also for the ﬁrst time receive local option sales tax
from Dallas County, suggesting that property tax reductions were in order. West Des
Moines pledged to return a share of the proceeds in the form of lower tax rates, and
followed through on that promise.
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Of the 16 cities reviewed, with the exception of Norwalk, increases in property tax revenue
incorporated into FY 2019 budgets were all above ﬁve percent. The increases ranged as
high 28 percent in Altoona and 16 percent in Grimes. All except Waukee were above the
prior year's rate of growth in population, and all were far above the rate of inﬂation.
Several received new local option sales tax revenue in addition to high property tax
growth. For details, see this summary.
A good question for local ofﬁcials would be why these increases were necessary.

Broadlawns Property Taxes Up $5.5 Million; New Clinic Eyed
Broadlawns County Hospital is a good example of how easy it is for a public entity to simply
capture the revenue that comes from a constant rate
applied to growing property valuation. Broadlawns has
more than $100 million in cash on hand - nearly 75
percent of its annual operating budget even after considering the completion of its $60 million
capital expansion program. It is also debt free. These
dollars have accumulated over the past few years as
Medicaid funding has covered the large segment of
previously uninsured (property tax ﬁnanced) patients.
Yet, Broadlawns is asking for a nearly 10 percent
increase in property taxes from the citizens of Polk
County, or $5.5 million. What for?
Broadlawns is also considering the development of yet another new clinic, this time on the south
side on Southwest 9th Street. It would close an underperforming clinic downtown and "replace" it
in a newly constructed site, citing a rundown neighborhood near the homeless shelter as one of
the reasons. In reality, the new clinic would represent an expansion in service, and would attract a
clientele with better insurance coverage. Such a move is beneﬁcial to Broadlawns' operating
proﬁt; however it continues to raise the question about Broadlawns' mission in a health care
landscape where very few people are left uninsured. Is it right for property tax dollars to be used
to subsidize Broadlawns to compete for the same patients who are already served by the region's
other (unsubsidized) health systems? At what point does it become inappropriate? TACI asked the
Broadlawns Board of Trustees to explicitly consider this question before approving the move;
however it was subsequently approved without discussion.
Since 2015 TACI has urged Broadlawns to engage with the broader community in a strategic
discussion about its future in view of the new ﬁnancial landscape, and in view of overall county
health needs including mental health. The elected Broadlawns Board of Trustees has consistently
responded that it is the board's job only, and such a process would be like "inviting the competition
into its strategic planning." Yet Broadlawns is a public entity, and presumably transparency goes
along with that. It seems there are two very different strategies that could be pursued: (1)
Continue to expand its share of patients in the local marketplace and use proﬁts - INSTEAD OF
PROPERTY TAXES - to cover the cost of the relatively few remaining uninsured patients; or (2)
Focus on serving the uninsured patients in the community and continue to collect property taxes,
but at a reduced level that corresponds with the new level of need. Right now, Broadlawns has
the best of both worlds - revenue from taxpayers AND revenue from insured patients - and is
growing without any discernible limit. If Broadlawns is choosing the ﬁrst route (which it appears to
be doing given the recent east-side and now south- side expansion), then property tax reductions
should follow each incremental expansion in service.

Public Pension Questions
https://ui.constantcontact.com/rnavmap/emcf/email/view?ﬂow=view&camefrom=view&campaign=b0ee889b-7d75-4cbf-89c4-1d1a2e15ca23

2/4

5/1/2018

Update - For Members Only - Spring 2018

It has been a relatively quiet year for public pension reform. This
is likely because the issue has become a lightning rod in the
political process, with many teachers (and some other public
sector employees) having become unnecessarily frightened over
the prospect of losing their pensions. Of course the truth is no one
is suggesting that anything be "taken away" from pensions already
earned, nor from those already promised into the future. However,
in order to protect the interests of those who ARE counting on
future beneﬁts, it is necessary to consider changes for new employees. The current model is
simply not sustainable indeﬁnitely. The good news is there are better models for today's public
employees - models that more broadly distribute pension beneﬁts in a way that beneﬁts the
majority of employees. The current system concentrates beneﬁts in the few who stay in the
system, in Iowa, for a very long time. The majority do not enjoy retirement security through their
participation in the plans. For example, how can it be that the average IPERS beneﬁt is only
$16,000 per year, when the cost of the system is so great (and growing) both for the employee
and the taxpayer? It's because a relatively few people (with the greatest tenure) are drawing a
disproportionate share of the beneﬁts.
Senator Charles Schneider invited Bob Stein, FSA, MAAA, CPA, who chaired the Society of
Actuaries' Blue Ribbon Panel on Public Pension Funding, to present to the Senate Appropriation
Committee on March 5th. The Blue Ribbon Panel was an independent panel commissioned by
the Society of Actuaries to develop recommendations for strengthening public plan funding. The
report was issued in 2014 and continues to inﬂuence policy. Mr. Stein made observations about
IPERS based on the Blue Ribbon Report recommendations as follows:
Eighty percent (80%) is not an adequate funded ratio - the fact that in 10 years we've been
unable to dig out from an 80 percent funded level is proof;
Boards should explicitly consider what probability they are willing to accept that funding will
ever fall below an unacceptable level (say 50 percent);
The impact of future crashes should be explicitly considered;
Intergenerational equity is a problem in Iowa (i.e. future generations are being asked to pay
for today and past operational costs);
A lengthy amortization period causes problems, especially when (as is the case for IPERS)
it causes negative amortization;
Looking ahead, not past, is preferable in setting return assumptions.
Looking ahead, TACI will concentrate on enhancing public understanding about how current plans
concentrate beneﬁts on a small number participants, while providing little if any retirement security
to the majority of plan members.

Regional Water Production Discussions Enter a New Phase
In December, a draft memorandum of understanding was put
together to outline how a regional production entity might be formed.
It was intended to be a baseline from which key issues could be
identiﬁed. The next phase of work will involve more concentrated
effort on these key issues, and will also include a careful look at the
economics of water production with and without a regional
approach. For ongoing information about this endeavor, see
the Central Iowa Regional Drinking Water Commission
website which continues to do an excellent job of notiﬁcation about meetings, meeting minutes,
and presentations.
Continuing encouragement from TACI members and others is important. It is difﬁcult work, and
will require extraordinary perseverance in order to succeed.
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