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Memo
Date: 	8/5/2024
To: 	Energy Transition Advisory Committee (ETAC)
From: 	Holly Soderbeck, Property Tax Division, Minnesota Department of Revenue
RE: ETAC Meeting, August 21, 2024
Updates from the Minnesota Department of Revenue: 
Electric Generation Transition Aid, https://www.revenue.state.mn.us/electric-generation-transition-aid & https://www.revisor.mn.gov/statutes/cite/477a.24 
Idea for a Gross Operating Revenues Tax for Utility, Pipeline, and Railroad Operating Property, https://www.revenue.state.mn.us/idea-gross-operating-revenues-tax
Other Resources
Electric Generation Transition Aid
The electric generation transition aid was enacted during the 2023 legislative session. 
The first aid was certified in 2024 for the following jurisdictions:
Itasca County, $1,119,280
City of Cohasset, $452,664
City of Granite Falls, $135,777
Manyaska Township, $20,282
ISD# 318 (Grand Rapids), $418,392
ISD# 2448 (Martin County West), $21,910
The second certification included the following jurisdictions:
City of Cohasset, $430,031
City of Granite Falls, $128,988
Manyaska Township, $19,268
The department will issue its next certification prior to May 1, 2025.
The department receives retirement information from the companies, annually on March 31 of the assessment year. The retirements that occurred for the assessment year are for taxes payable in the following year. The department reaches out to the counties where the retirement occurred to gather tax capacity information and then calculates the aid amounts. 
Electric Generation Transition Aid: 
Local jurisdictions may be eligible for aid when an electric generation unit retire in their jurisdiction if certain criteria are met. The electric generation unit retired must be powered by coal, nuclear, or natural gas. 
To qualify for the aid, the tax capacity of the generation facility must make up more than 4% of the jurisdiction’s tax capacity prior to the retirement. This threshold only needs to be reached once. If the facility retires generation units one at a time, the jurisdiction may be eligible for aid if the 4% threshold was met before the first unit retired. 
The initial aid amount is equal to the difference in tax capacity for the electric generation facility before and after retirement, times the jurisdiction’s tax rate in the year prior to retirement. 
The aid decreases by 5% each year, until it is below $5,000, at which point the aid will be zero. Aid may be eliminated if the jurisdiction’s tax capacity becomes 90% larger than their tax capacity before the retirement, multiplied by the state’s tax capacity growth ratio.
The provision allowed for aid for electric generation units retired after 2016. 

Gross Operating Revenues Tax Idea – for utility, pipeline, and railroad operating property
https://www.revenue.state.mn.us/idea-gross-operating-revenues-tax 
Please submit any comments or questions to sa.property@state.mn.us or holly.soderbeck@state.mn.us. 
Owners of utility, pipeline, and railroad operating property pay property taxes similar to other property owners within the state. Most property in the state is assessed (valued) by the local jurisdictions (county or city governments). Utility, pipeline, and railroad operating property is valued by the department of revenue. The valuation methodology is laid out in Minnesota Rules 8100 for utility and pipeline operating property and Minnesota Rules 8106 for railroad operating property. 
The department was mandated by the 2021 legislature to review the framework for valuation utility and pipeline operating property. As a result of that review, the department engaged with stakeholders to discuss the current system. During that engagement, we heard from stakeholders their issues with the current system and committed to continuing the conversation. 
As part of continuing the conversation, the Minnesota Department of Revenue introduced a preliminary idea to remove utility, pipeline, and railroad operating property from the property tax system and replace it with a gross operating revenues tax. 
We are committed to continuing conversations around this idea. Note: Currently, the department does not have intentions of proposing legislation on this idea. 
Here’s the timeline for reviewing the framework of the utility, pipeline, and railroad operating property valuation:
WHEN	ACTION
Summer 2021	Legislature required Revenue to review the framework for valuing utility and pipeline operating property
Winter 2021	Revenue held listening sessions with stakeholders
Spring 2022	Revenue held listening sessions with stakeholders
April 2023	Revenue issued two reports based on the review of valuation framework, including the listening sessions
January 2024	Revenue lets stakeholders know it has an idea it wants to share in February. 
February 2024	Revenue shares an idea with stakeholders to remove utility, pipeline, and railroad operating property from the property tax system and replace it with a gross operating revenues tax. 
May to June 2024	Revenue held Round 1 of public meetings.
August 1, 2024	Revenue issues summary information, analyzing the estimated financial impact by county and by city/township. 
Later in August 2024	Revenue intends to issue responses to the comments we’ve received. 
Start of Fall	Revenue intends to issue a look-back document analyzing the estimated financial impact for the past 3- to 5-years. 	Revenue intends to provide registration information for Round 2 of public meetings. 
November 2024	Revenue will hold Round 2 of public meetings.
To Be Determined	We will determine next steps based on the responses and public meetings.



Other Resources 
Programs/Refunds/Credits:
Property Tax Refund, https://www.revenue.state.mn.us/property-tax-refund 
Senior Citizens, https://www.revenue.state.mn.us/senior-citizens
Find Free Tax Preparation Help, https://www.revenue.state.mn.us/free-tax-preparation-help
Information, Reports:
Education and Outreach Programs, https://www.revenue.state.mn.us/education-and-outreach-programs
Governments, https://www.revenue.state.mn.us/governments
Policy and Research, https://www.revenue.state.mn.us/policy-research
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