SUPREME COURT OF VERMONT

Vermont Transco, LL.C v. Town of Vernon

Vermont Transco LLC v. Town of Vernon, 197 Vt. 585 (Vt. 2014) - No. 2013-243 - Decided August 8, 2014

SUMMARY

The Vermont Supreme Court reviewed a property-tax appeal involving the valuation of Vermont

Transco’s electrical substations, transmission lines, fiber-optic line, land, and utility easements in the

Town of Vernon. The Court held that the state appraiser needed to make more detailed findings

regarding the useful lifespan of the equipment used to calculate depreciation and that utility easements

could not be included in the taxable valuation. The Court otherwise upheld the rejection of first-year

depreciation and declined to reach an unpreserved claim that the lowa Curve depreciation method was

required.
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Appeal from a decision of the Vermont Property Valuation and Review
Division state appraiser setting the 2011 listed value of Vermont
Transco's utility property in the Town of Vernon at approximately $92

million.

The Supreme Court will not disturb the state appraiser's factual
findings unless clearly erroneous; legal conclusions are reviewed

nondeferentially and plenarily.
Published Vermont Supreme Court opinion; precedential.
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QUESTIONS PRESENTED

1. Whether the state appraiser was required as a matter of law to use the lowa Curve depreciation method

based on prior Vermont decisions.

2. Whether the state appraiser made sufficiently detailed findings concerning the lifespans of the

equipment used to calculate depreciation.

3. Whether the state appraiser abused its discretion by declining to allow first-year depreciation for

equipment acquired during 2010.

4. Whether the value of utility easements could be included in the municipal property-tax valuation.

HOLDINGS

1. The court did not reach the merits of the claim that the lowa Curve method was legally required because

Vermont Transco failed to preserve that argument before the state appraiser.

2. A state appraiser must make sufficiently detailed findings concerning the lifespan of property used to
calculate depreciation so that the reviewing court can determine whether the findings are supported by

the record. The state appraiser's conclusory acceptance of the Town's 65-year useful-life estimate was
insufficient.

3. The state appraiser did not abuse its discretion by declining to allow a full year of depreciation for

equipment acquired during 2010 and valued as new at the end of that year.

4. Utility easements are not subject to Vermont municipal property taxation and their appraised value may
not be included in the grand list valuation absent a statute specifically providing otherwise.

KEY QUOTATIONS

“The state appraiser has a duty to make clear findings and state how his decision was reached. A mere

recitation of the contentions of the parties is not sufficient to support the judgment.” (Y 19)

“In the absence of a statute singling out utility easements for different treatment, we will continue to follow

Village of Lyndonville in excluding easements from the grand list of properties subject to tax.” (Y 23)

FACTUAL BACKGROUND

The dispute concerned the 2011 valuation of five electrical substations, seven transmission lines, a fiber-optic
line, land, and utility easements associated with electric transmission facilities in Vernon. The Town valued the
property at approximately $92 million, and the state appraiser adopted the Town's replacement-cost-new,
straight-line-depreciation methodology. The parties presented conflicting evidence concerning the appropriate
depreciation method and the useful or economic lifespans of the equipment, while the Town also sought to

include approximately $277,100 attributed to utility easements.
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The Town listers valued the property at $92,023,693, and the Town Board of Civil Authority upheld that
valuation. Vermont Transco appealed to the state appraiser, who in May 2013 set the total value at $92,023,700
using replacement cost new depreciated on a straight-line basis and included utility easements in the valuation.
Vermont Transco appealed to the Supreme Court of Vermont, which reversed and remanded for further findings

concerning property lifespans and held that easements should not have been included in the grand-list valuation.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

Remand for further findings concerning the lifespans of the equipment to be used in calculating depreciation,
and for further proceedings consistent with the opinion, including exclusion of the value of utility easements

from the taxable valuation.
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