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The undersigned memboer of the Governor's Committoe
on the Northeast Minnesota LDceconunic Protection Fund find him=-
self unable to agree in entircety with the majority report and
submits the following conclusions to the Governor for his
consideration.

I can agree with those portions of the report deal-
ine with those economic factors which have affected the
cconomy of the Iron Range mining area of Northeast Minnesota

but I am most adamantly opposed to the use of the Northeast

dinnesota Economic Protection Fund for the nurposes recommended

by the committee, The recommendation of the committee that

soventy-{ive million dollars of this fund be anpropriated

-for research Before the year 1990 and 25% of the fund be used
cach year thereafter is totally unacceptable to me and to the
people of the Iron Ranges. The Range Association of Municipal-
ities and Schools, composed of 48 governing bodies, all of whom
receive taconite production tax monies, have constantly opnosed
the opening up of this Fund before the year 2002 for usces other
than has been designated by law, that is fo} "ecomonic re abxl—
itation and diversification of industrial enterprises" when

mining creates «onomic dislocations and unemployment.
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exploration and development of other metals in Northeastern
Minnesota. I cannot however agree that this research should
pe financed with funds from the Northeast Minnesota Economic
Protection Fund. The income for this fund is derived from
the Taconite Production Tax. The Taconitce Production Tax

is in lieu of ad-valorem taxes which the cities, schools, .

towns and countias would normally receivo fram (ho tuconito
industry for gévernmental support, It was the form of tax-
ation requested in 1941 by those mining companies interested
in the development.of the billions of tons of low-grade ifon
formation of the Range area and by Professor Ed Davis of the
University Séhool of Mines who developed the original proéess
for its use. The Range communities and schools agreed to
accept this form of taxation in lieu of ad-valorem taxes. f
attach as an exhibit, copy of the origingl letter of Professor
Davis urging the Range people to accept this form of taxation.
The writer lobbied the original bill which established this
system of taxation as the basis for taxing the taconite ore
of the Iron Ranges and urged the 1941 Legislature to adopt
such system.

No other area of‘the State is required to use its
ad-valorem taxes for researcnh or for the development of other
industries in their area. It is true that the Minerals Resource
Research Center, the Department of Natural Resources and the
Minnesota Geological Survey are in need of additional funds
for research in other metals but this research should not be
funded from the funds being accumulated for the economic

‘renhavilitatvion of the people of the Iron Ranges from their own-
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EEESE» but should be funded by the state. In the Govcrnof's
budget, now before the Legislature, over six million dollars
from state funds is being requested for research purposes.
This is as it should be.

Although the first preliminary researci in Taconite
was done by Professor Davis at the University of Minnesota with
state aépropriated funds, millions of dollars were spent by
the mining companies interested in development the low-grade
taconite ores of Minnesota to make them economically feasible,
As a result of this private research a great industry was borﬁ,
‘contributing more than a billion and one-half dollars annually
to the state's economy,.

Companies that are interested in other ores such as
copper-nickle, uranium, direct reduction, colbat and other:
metals are presently spending millions of dollars in such re-
search., |

In his presentation before the committee on direct
reduction, Mr. Joe Abdnor a Vice-President of Pickands-Mather
& Co.,, detailed the fesearch his company is,and has been,
conducting in Canada on direct reduction of taconite pellets,
the cost of such research wholly assumed by his company. United
States Steel Corporation is presently cénducting extensive
research on many different types of ores and metals at its
research center at Coleraine, Minnesota.

The State can provide incentives for research and de-
velopment of other ores with tax policies and tax credits such
as was done {or the taconiﬁe and copper-nickel. For example:

(a) there is an occuption tax credit for research
in iron ore.
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(b) a labor credit in the occupation tax
computation for high labor costs.

(¢) a tax credit for research in low-grade ores,

(d) a pollution control credit for cost of
pollution control equipment,

(e) a tax credit for ore sold at a discount.
(f) a credit for ore processed in 'the State.
"(g) a tax credit for rescarch on copper-nickel ores,

(h) a tax credit for copper-nickel processed in the
state.

With the proper incentives and tax policies deveioped
for other metals, research will be conducted by private industry
and these metals, when the market so demands, will be developed
without raiding the Northeast Minnesota LEconomic Development
Fund as has been suggested in the majority report.

I agree that a trust and trust board be established
to manage the Northeast Minnesota Economic Development Fund
for the purposes for which it was established. I do not howevéf
agree with the makeup or duties of the board as recommended
by the majority report. The committee had been advised six
ménths prior to its recommendation to establish a a trust
board, that the Range Association of Municipalities and Schools
was setting up a task force composed of people entirely from
the taconite area to make recommendations for membership on the
trust board. Members of the Iron Range Legislative Delegation
had suggested that this task force be established by the Range
Association of Municipalities and Schools and are in full agree-
ment as to the makeup of the task force. They will be respons-
ible for passing the legislation to establish the trust board

and to outline its duties.



.

potential that hundreds of millions of dollars of refunds

will have to be made if the companys were to prevail., The cﬁses
deal with the fact that: (a) Taconite Production Taxes are in
lieu of ad-valorem taxes and should be used solely in the.
Range area where generated and (b) that the use of these taxes
for State purposes amounts to enhancing the genefal revenue
funds of the State, Taconite taxes, which are property taxes,
should be spent solely in the Taconite relief areas as defined
in Minnesota Statutes Section 273:134., The main thrust of
these cases is that the State is indirectly enhancing itself
by the use of these taxes, which are generated by the taconite
industry; that they are in lieu of the ad-valoren taxes, and
that use by the State of these ad-valorem taxes violates the
due process and equal protection requirements of the United

States Constitution and the Constitution of the State of Minn-

esota. Constitutional provisions prohibit the levy or imposition

of taxes with respect to property or taxpayers in a particular
sub-division or taxing district, either to pay an indebtedness
not of that district or are being used for a purpose that does
not benefit the district or subdivision in which the taxes are
generated.

| In conclusion, let me state and recommend:

(1) that the Northest Minnesota Economic
Development Fund be made a trust and a
-Trust Board be established to manage the
trust and to make recommendations to the
Governor as to the remedial action to be
taken for the economic rehabilitation and
diversification. of industrial enterprises
nceded as a result of the decline in
mineral-related activities which has caused
economic dislocations and wide-spread unermi-
ployment in Northeast Minnesota.
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(2) that the trust board members shall be solely
from the taconite relief area as defined by
law, and that the membership be as recommended
by the task force established by the Range
Association of Municipalities and Schools,

(3) that research in other metals . -should be ex-
panded by the State and should be funded from
state funds and not from the taconite production
taxes which are in lieu of the ad-valorem taxes

ol Northeast Minnesota communities and
- schools.

(4) that companies interested in other metals
hesides iron ore or taconite should be en-
couraged to conduct research in such metals
by the enactment of tax policies and laws
such as has been done for taconite and
copper-nickel ores. )

(&6) that no funds be taken from the Northeast
Minnesota Economic Development Fund - except
for administration costs of the Trust Board -
and that such Fund remain intact and be used
solely for the purposes for which it was
created.,
Covetous eyes are being cast upon the Northeast Minnesota
"Economic Fund. When the Taconite ores of Northeast Minnesota
are depleted creating economic disaster and widespread unem-
ployment in the area, the Northeast Minnesota Economic Development

Fund will be the tool to rehabilitate the area without creating

an undue burden upon the rest of the State.

Respectfully submitted

Fred A. Cind
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