


































































R1fftl.TY TAXES 

In 1923, the Minnesota legislature passed a royalty tax law providing for a six 
percent tax on any royalties received. Since that time, the gross tax rate has 
exactly followed the occupation tax rates. Prior to 1959, no labor credits 
were allowed. The 1923 law assessed the tax against the royalty recipient, but 
because of the terms of mining leases, the courts have ruied that the lessee 
was responsible for payment of the tax. This was affirmed by both the 
Minnesota and United States Supreme Courts in a series of rulings beginning in 
1926. Presently, all royalty taxes are collected from the lessee. Royalties 
can include rents, bonus payments, option to purchase payments, non-recoverable 
lease payments, etc. 

Who is liable for the royalty tax -- lessor or lessee -- is determined by the 
language written in the lease. If the lessor is liable, M.S. 299.08 requires 
the lessee to withhold the amount of tax from payments made to the lessor. 
If the lessee is liable according to the terms of the lease, the tax is in 
addition to the royalty paid to the lessor. Regardless of who is liable, all 
royalty tax will be remitted to the Commissioner of Revenue by the lessee. 
Royalty tax payments are due when royalty payments are made to the recipients. 
However, it is possible to remit an annual royalty tax payment. This method 
has proven to be more convenient for exploration companies. 

The present tax on royalties received in connection with the exploration and 
semi-taconite mining of taconite and semi-taconite is 15 percent. A credit 
which reduces the 15.00 percent tax rate to the net effective tax rate for 
occupation taxes is allowed for taconite and semi-taconite royalty taxes on 
land that is being actively mined. This credit also applies in cases where the 
minimum royalty is, in fact, a prepaid royalty specified in terms of the 
mining lease. In most cases, the net effective occupation tax rate for 
taconite is 6.75 percent. 

As with the occupation tax, beginning with 1985 production, the royalty tax 
rate on the exploration and mining of iron ore is reduced to 15.00 percent. 
More significantly, the same labor credits now apply to mining iron ore as to 
mining taconite. This means the net effective rate may be reduced to a minimum 
of 6.75 percent if the cost of labor meets or exceeds the necessary amount. 

Effective January 1, 1986, the occupation and royalty tax rate on both taconite 
and natural ore will be reduced to 14.50 percent. After applying the labor 
credit, the net effective rate may be lowered to a minimum of 6.25 percent. 
Beginning January 1, 1987, the tax rate will again be lowered. The new rate 
will be 14.00 percent and, after the labor credit is applied, may possibly be 
lowered to a minimum of 5.75 percent. 

The tax rate or labor credit provisions applicable to the mining of base or 
precious metals has been changed. The royalty tax rate which would apply to 
the mining or production of all other ores, including base or precious metals, 
is 15.00 percent. A special labor credit is available which would probably 
reduce the rate for all mines to about 6. 7.5 percent. The scheduled rate 
reductions mentioned above for taconite and natural ore also apply to base and 
precious metals. A lower royalty tax rate (one;percent) may apply during the 
exploration phase and is explained in the section on Copper-Nickel mining. 
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1. Special tax provisions apply to royalty on copper-nickel. The tax 
on royalties received in connection with the exploration and mining 
of copper-nickel ores is one percent plus an additional one percent 
of the amount of royalty paid on gold, silver, platinum, and other 
precious metals recovered as by-products. 

2. There are also special tax provisions that govern a mine where the 
cost of production exceeds the value of the ore produced, or a 
"loss mine". For all mines, open pit as well as underground, the 
rate will be the same as the minimum occupation tax rate. 

3. State owned leases are not subject to a royalty tax. All royalty 
tax revenue is deposited in the general fund and is not earmarked 
for any specific distribution. 

The royalty tax is not in lieu of personal income tax on royalties. Resident 
and nonresident recipients (individuals, partnerships, and corporations) of 
royalties are subject to state income tax in the same manner as if the royalty 
income were from rents or other business activities in the State of Minnesota. 

For those who file a Minnesota Income Tax Return, royalty must be included as 
income. For those nonresident royalty recipients who have not filed a return, 
income received from Minnesota--including royalty--may have to be repo~ted. 
General filing requirements for Minnesota income tax are as follows: 

A Minnesota Income Tax Return must be filed if: 

--You are SINGLE and your Minnesota gross income 
is over $3,100. 

--You are MARRIED and your combined Minnesota 
gross income is over $5,200, 

Additional exemptions are available for persons 
over 65 and also for the blind. 

Royalty received may qualify for the capital gains treatment if the fee owner 
has owned the property generating royalty income one year or more. 

For more 
Revenue 
Minnesota 
MN 55164. 

specific filing requirements, contact: Minnesota Department of 
at 1-800-652-9094 or 612-296-3781. Send written inquiries to: 

Department of Revenue, Income Tax Division, P.O. Box 64452, St. Paul, 

~-t--)1~ 
·- !.·111~~ . J l· ~~,, ' .. "liilL . __ , 

MAGNETIC SEPARATION 
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1970 
1971 
1972 
1973 
1974 

1975 
1976 
1977 
1978 
1979 

1980 
1981 
1982 
1983 
1984 

HISTCRt': RJYAJY TftX RAlE 

Natural Ore Taconite 

1923 - 1936: 
1937: 
1938: 
1939 - 1940: 
1941 - 1946: 
1947 ... 1948: 
1949 - 1954: 
1955 - 1958: 
1959 - 1971: 
1972 - 1984: 
1985: 
1986: 
1987: 

6.00% 
10.00% 
8.00% 
9.00% 

10.50% 
11.00% 
12.00% 
13.65% 
14.25% 
15.50% 
15.00% 
14.50% 
14.00% 

I/fl F 17 

1948 - 1971: 
1972 - 1985: 
1986: 
1987: 

12.00% 
15.00% 
14.50% 
14.00J 

llD m:;, JKWITE & CJIJ-ER CJE*' rma.JY TAX 

Iron Ore Taconite Other Ore 
Royalty Tax Royalty Tax Royalty Tax 

COOO's) (OOO's) cooo•s> 

$ 966 $ 787 3 
705 1,323 3 
904 1,402 2 

1,289 1, 886 2 
1, 351 1, 994 ,2 

998 2,657 2 
686 2,841 2 
748 2,626 ·2 
894 3,280 21 
807 4,775 34 

713 4,619 22 
429 5,392 44 
619 4,093 13 
445 2,821 13 
536 4,564 7 

Total 
Revenue 

COOO's) 

$1,756 
2,031 
2,308 
3, 177 
3,347 

3,657 
3,529 
3,376 
4, 195 
5,616 

5,355 
5,866 
4,725 
3,279 
5, 107 

•Other Ore may include Copper-Nickel, Base or Precious Metals, or any other 
mineral on which royalty tax is paid. 
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Imposition or the sales and use tax became effective on August 1, 1967. Both 
natural ore mining and taconite facilities are subject to this tax, just as are 
other manufacturing businesses. 

"Sales" and "Use" taxes are essentially identical. The sales tax is assessed 
by the vendor at the time of the sale of taxable personal property; the use tax 
is imposed on the use, storage or consumption of taxable personal property 
which was purchased without sales tax having been assessed. 

All sales and use tax revenue is deposited in the general fund and is not 
earmarked for any specific distribution. 

The current rate of tax is six percent, having been increased from five percent 
on January 1, 1983. The same manufacturing exemptions available to oth~r 
Minnesota businesses are utilized by the mining companies. The industrial 
production exemption allows for "chemicals, fuels, petroleum products, 
lubricants, electricity, gas and steam used or consumed in agricultural or 
industrial production.• Explosives, a major item for the mining industry, are 
exempt under the "chemical" classification. 

The •accessory tool" exemption is also available to all •manufacturing-type" 
businesses. This provision, M.S. 297A.25, Subd. 1(h), as amended January 19 

1974, defines exempt accessory tools as separate detachable units used in 
producing a direct effect on the product, having a useful life of less than 12 
months. Shovel dipper teeth, •cat" ripper teeth, cutting edges, crusher bowls, 
drill bits, and reamers are examples of this type of exemption. 

Currently, there is just one exemption unique to the taconite industry not 
available to the natural ore facilities or other Minnesota concerns. Under 
M.S. 297A.25(o), mill liners, grinding rods, and grinding balls which are 
substantially consumed in the production of taconite, the material of which 
primarily is added to and becomes a part of the material being processed, are 
specifically exempted from sales and use tax. These are items subjected to 
both extreme wear and high cost. 

From February 1, 1975, through July 1, 1978, the taconite industry had an 
exemption from sales and use tax exclusively for plant expansion. A minimum 
increase in production capacity of 10 percent was required to qualify {refer to 
1983 Mining Tax Guide). 

Effective July 1, 1984, the sales and use tax rate on capital equipment 
purchased for new or expanding industries was reduced from six percent to four 
percent. Purchasers who pay tax to the vendor as well as holders or direct pay 
permits must pay or assess the six percent rate and then file a claim for 
refund with sufficient documentation to the State for the two percent 
difference. Only two claims for refund can be filed per year but they can be 
for more than one purchase. The exemption does not apply to the purchase or 
lease of machinery or equipment to replace existing items, repair or 
replacement parts or machinery or equipment used to extract, receive or store 
raw materials. 
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The Minerals Tax Division has the responsibility of insuring compliance by the 
iron ore industry with the Sales and Use Tax Law. In the interest of better 
•dministrative control, the Revenue Department does authorize Direct Pay 
Permits to any concern which supports extensive and varied purchase inven­
tories. Every taconite company has elected this system of self-assessment of 
use tax on taxable purchases. To insure the integrity of the various systems 
ot self-assessment, the Minerals Tax Division utilizes auditing and monitoring 
procedures tor each company on a continuous basis. 

A review of the sales/use tax revenue generated annually by the iron ore 
industry clearly establishes that the totals are substantial amounts, and are 
ot major ranking of all tax revenues paid by the mining industry. 

In previous Minnesota Mining Tax Guides, the sales and use tax revenue 
generated figures shown were on the cash basis of accounting. For consistency 
tbroughout the Guide, the sales and use tax after 1980 have been changed to the 
accrual method of accounting. 

.llAll 

1975 $ 
1976 
1977 
1978 
1979 
1980 
1981 
1982 
1983 
19811 
1985 (est.) 

.T2n F.,h 

Butler 
Er.t.e 
Eveleth 
Hibbing 
Inla~d 
National 
Reserve 
u.s.s. --1 

.,...__... Shutdown 

M.S. 298.40 
OCCUPATION TAX OFFSET 

SALES TAX (TAX NOT COLLECTED) 

7,214,111 -0-
7,JJ46,168 -0-
7,375,115 -0-
8,573,835 -0-

12,590,481 -0-
9,231,156 -0-

10,535,427 -0-
7,338,653 750,261 
5,808,237 2,613,605 
7,110,166 4,283,181 
6,000,000 3,600,000 

Sales Tax Rate History 

August 1, 1967 
July 1, 1974 
July 1, 1981 
January 1, 1983 

3% 
4% 
5% 
6% 

~CHEDULE OF 1985 SHQTDOWNS BY COMPANY 

Ua" An" MAv Jun Jul A11a 

. ,. . 

- ·- ' 
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SALES TAX 
COLLECTED 

$ 7,214,111 
1, 446, 168 
7,375,115 
8,573,835 

12,590,481 
9,231,156 

10,535,427 
6,588,392 
3,194,632 
2,826,985 
2,400,000 

Ot!t "'"" 1'A~ 

1--

t 
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M.S. 298.2.6 JAX 00 l,ffllrtD JJ(l)NIJE 

A tax not exceeding $10.00 per acre may be assessed upon the taconite or iron 
sulfides in any 40~acre tract from which the production of iron ore concentrate 
is less than 1,000 tons. 

The heading on M.S. 298.26 is somewhat misleading in that it refers to a TAX ON 
UNMINED IRON ORE OR IRON SULFIDES. The tax clearly applies to unmined taconite 
and has been administered in that manner. The wording "iron ore" does not refer 
to high-grade natural ore in this instance. 

The tax, as presently administered, applies to all iron formation lands on the 
Mesabi Range. The statutory exemption administered by the county assessor 
provides that in any year in which at least 1,000 tons of iron ore concentrates 
are produced from a 40-acre tract or governmental lot, said tract or lot are 
exempt from the umnined taconite tax• The county assessors have also exempted 
actual platted townsites that are occupied. 

The iron formation lands on the Mesabi Range are divided into two categories by 
the engineering section of the Minerals Tax Division. This is done through the 
evaluation of exploration and mine planning data submitted by the mining 
companies. 

The categories are listed as follows: 

1. Those lands which are underlain by magnetic taconite of sufficient quantity 
and grade to be currently economic. 

2. Lands either not believed or not known to be underlain by magnetic taconite 
of currently economic quantity and grade. 

Lands in the first category have been appraised by the Minerals Tax Division as 
having a value of at least $500.00 per acre. An assessment rate of 43 percent 
applies to unmined taconite. Therefore, through application of the above rates, 
all lands in Category 1 would yield $10.00 per acre in tax at a $500.00 market 
value using currently existing mill rates in St. Louis and Itasca Counties. 

Lands in Category 2 have been assigned a nominal value of $25.00 per acre for 
the uru:nined taconite mineral rights. These lands were taxed at $1.00 per acre 
prior to 1977. The Category 2 lands have been placed on the tax rolls at an 
assessed value of $25.00 times 43 percent, and the actual amount of the tax per 
acre will vary between taxing districts depending on the mill rate. The low 
mill rate districts may be less than $1.00 per acre, while some high mill rate 
districts may exceed $2.00 per acre. 

TAR£ 1B - TAX m I FCTIQ\E 00 \Mltffi Jlfil\JIJE <YOO AW"SSID>* 

County 19.19. 19..8.0. 19.8.1 ~ ill3. 

Itasca 30,832 28, 263 30,946 32,690 34,741 
St. Louis 2Q8j ~U.6. ~Q3.955 209 s :118 252,Q]] 29~.226 
Totals: 239,748 232,218 240,064 284,701 330,969 

•Taxes are payable in the year following the assessment. 
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TAX Cti ~ MIN:Rlt.. INIEFtSTS 

Severed mineral interests are subject to local property taxation and constitute 
Class 1B. Severed mineral interests are taxed at a rate of $.25 per acre with 
an undivided interest tax calculated at 25-cents-per-acre times the fractional 
interest owned. The minimum tax on any mineral interest (usually 40-acre tracts 
or government lots) regardless of the fractional interest owned, is $2.00 per 
tract. No tax is due on mineral interests taxed under other laws (unmined 
taconite or iron ore) or mineral interests which are exempt from taxation 
pursuant to constitutional or statutory provisions. 

The taxes received are distributed as follows: twenty percent to the State 
Treasurer to be deposited in a special account "Indian Business Loan Account" 
and distributed under the provisions of M.S. 116J.64, which is administered by 
the Indian Affairs Council. The balance will be apportioned to the taxing 
districts in the same proportion as the surface interest mill rate of the taxing 
district is to the total surface interest mill rates in the area taxed. 

Both the registration and the tax were contested in the courts in the case of 
Contos vs. Herbst. In its decision, the Minnesota Supreme Court held that the 
tax is valid and that an ad valorem tax need not be related directly to value 
and that forfeiture for unpaid tax is valid. The court, however, held invalid 
the forfeiture tor failure to register. 

This issue was addressed by the Minnesota Legislature in 1979, Chapter 303, 
Article I. However, the question as to whether the 1979 amendment satisfies the 
Supreme Court's due process requirement has not been answered in the courts. 

PaJllent to 
Fiscal Year Total Collections Indian Business 

Bndtng ot Atteoted Counties Loan Account 

June 1980 $2'76,655 $ 55,331 
June 1981 $198,096 $ 39,619 
June 1982 $339,635 $ 6'7,92'7 
June 1983 $343,169 $ 68,634 
June 1984 $548,'79'7 $109,'759 
June 1985 $410,416 • 82,083 

HEAT HARDENING ···.~ 
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TAXES 00 CDRR-Nloo:J... MINIMJ 

Significant exploration activity with regard to copper and nickel minerals in 
northern Minnesota began in the early 1950's. This activity centered primarily 
around the geologic formation known as the Dulµth Gabbro. Although there has 
been no commercial production to date, several interesting mineralized areas 
have been discovered. .a 

Discussion of what would be an appropriate tax policy toward copper-nickel 
development continues in the legislature and among several state agencies and 
interested private organizations. Interest has been centered on a deposit 
previously controlled by Amax Company near Babbitt, Minnesota. Environmental 
and economic feasibility studies have been conducted. However, it appears that 
development is at least several years away and probably much longer. 

DEf'INITIOI or COPPEB-IUCJqq. OBE 

M.S. 298.67 defines the term •copper-nickel ore• as: •any ore in which copper 
or nickel, or both, constitute the major element or elements of value thereof.• 
Administratively, we have interpreted this to mean that copper and/or nickel 
must be the largest constituent of value in the ore. 

TADS 

The following taxes currently ~n effect will apply to copper-nickel mining: 

Type of Tax 

Corporate Income Tax 

Occupation Tax 

Production Tax 

Property Tax 

Royalty Tax 

Sales Tax 

Description 

Same as other corporations, less credit 
for occupation tax paid 

Based on one percent or net value or ore 

Based on crude ore production 

Applies to smelter and surface interests 
or reserve lands 

One percent of royalty paid. No tax on 
state leases. 

Same as other corporations 

A somewhat more detailed explanation of the copper-nickel production and 
occupation taxes follows: 

PRODUCTION TAJ 

The base production tax is 2.5-cents per gross ton of crude ore plus 10 percent 
for each one-tenth of one percent that the average copper-nickel content exceeds 
one percent when dried at 2120F. This total.is then subject to an increase 
proportional to the monthly average wholesale price index for all commodities 
for the taxable year in which the concentrate is produced compared with the 1967 
index. 
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It should be emphasized that the production tax on copper-nickel ore applies 
per short ton {2,000 lbs.) of crude ore, while the taconite production tax 
applies per long ton (2,240 lbs.) of pellets. The copper-nickel would be 
applied against a much larger base than taconite because or this difference. 
Revenue from this tax is to be distributed in the same manner as specified for 
the taconite production tax in the laws of 1965. 

OCCVPATIOR TAX 

The current rate of occupation tax is one percent of the value or the ore. 
This value is obtained in a similar manner to values used for taconite 
occupation tax. Two special credits are allowable. One if for converting the 
copper-nickel ore into a refined or semi-refined metal within the State of 
Minnesota. This credit is in the amount of two-thirds of one percent. 

The second credit, which is less significant, is for research, experimentation, 
and exploration. The total occupation tax is allowable as a credit against the 
corporate income tax. 

The proceeds of the occupation tax are to be distributed 50 percent to the 
general fund; 40 percent for the support of elementary and secondary schools, 
and 10 percent for the general support of the University. 

RQIALTY TAX 

The present 
leases, plus 
platinum and 
copper-nickel 
(15.0 percent) 

royalty tax is one percent of the royalties paid on copper-nickel 
an additional one percent of the amount paid on gold, silver, 
other precious metals. The question has been raised as to when 
tax rates (one percent) apply and when the "other ore" rates 
apply. 

Our current policy is as follows: 

1. During the exploration phase, royalty on leases for copper-nickel and 
associated minerals will be taxed at one percent. Royalty on leases 
specifically for iron ore, taconite, and uranium will be taxed at 15 
percent. Any lease which is not specifically for iron ore, taconite or 
uranium will be classified as a copper-nickel lease. 

2. After completion of the exploration phase, if it is apparent that the 
minerals discovered are something other than copper-nickel, royalties 
paid will then be taxed at 15.0 percent or the applicable net effective 
occupation tax rate. This rate will not be adjusted retroactively. 
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TAXES 00 OilER MININl PNJ/CR 00-CEATIOO 

Base Metals, Precious Metals, and Energy Minerals 

(Copper, Lead, 
Zinc, Etc.) 

(Gold, Silver, Platinum . 
Group, Etc.) 

(Coal, Oil, Gas, 
and Uranium) 

Under current law, any of this type of mining activity would be subject to the 
following taxes: 

1) Occupation Tax 
2) Sales and Use Tax 
3) Royalty Tax 

4) Ad Valorem 
(Property Tax) 

5) Tax on Severed 
Mineral Interests 

The Oacuoation Tax rate which would apply to base metal mines, precious metal 
mines, and energy minerals is 15 percent for all ores mined or produced before 
January 1, 1986. The rate drops to 14.5% for ores mined in 1986, and 14 percent 
for ores mined in 1987 and subsequent years. However, a special labor credit is 
available which could reduce the net effective rate for an active mine to a 
minimum of 6.75 percent. This rate will fall with the occupation tax rate and 
will be 5.75 percent for ores mined in 1987 and subsequent years. This net 
effective occupation tax rate also applies to royalty taxes for operating mines. 
This tax is normally paid in lieu of corporate income tax. 

Mining companies who are eXPloring for various metals or minerals in Minnesota 
for themselves would not incur any occupation tax liability until production had 
been started and would not be subject to income tax. 

During the drilling and eXPloration phase, a mining company would be subject to 
property taxes on the property (land and buildings). Severed mineral rights 
would be subject to the $.25 per acre severed mineral interest tax. This does 
not apply to mineral interests held by the state or federal government. 

The Sales and Use Tax rate is six percent. The industrial production exemptions 
are described in the Sales and Use Tax section of this book. The exemptions 
unique to taconite _w~ou_1_a __ _....n_o..,..t extend to other mining without special 
legislation. However, the exemptions which apply to all manufacturing would 
also be applicable to mining. 

Exemptions given for industrial production DO NOT APPLY to eXPloration. No tax 
exempt certificates should be used. All purchases by companies doing 
exploration are taxable. 

As of July 1, 1984, capital equipment purchased or leased for .n.mt. or expanding 
industries is subject to a four percent tax rate. The buyer initially pays the 
six percent tax and then files a claim for refund w'th the Sales and Use Tax 
Division for the two percent overpayment. For a more detailed explanation, 
contact the Minerals Tax Division. 
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The Royalty Tax is a tax placed on all royalties paid to mineral right owners, 
regardless of whether any actual mining is taking place or not. Royalties can 
include rents, bonus payments, non-recoverable lease payments, etc. The royalty 
tax rate is the same as the occupation tax rate after labor credits (net 
effective rate) for an active mine. The rate for inactive mines would be 15 
percent, the same as the occupation tax (scheduled reductions will drop this to 
14 percent by 1987). Royalty paid to the State of Minnesota on state owned 
leases is not subject to Royalty Tax. Historically, privately negotiated leases 
in Minnesota have assigned the responsibility for payment of royalty taxes to 
the mining company. The terms and responsibility for payment of the royalty tax 
is a matter of negotiation between the parties involved, depending on the terms 
of the lease. However, it is the responsibility of the lessee to withhold the 
amount of the tax even if the terms of the lease state that the lessor is 
responsible for the tax (M.s. 299.08). 

It should be noted that special tax laws apply to copper-nickel only and are 
covered in a separate section. During the exploration phase, royalties paid on 
leases for copper-nickel and associated minerals will be taxed at one percent as 
explained in the Copper-Nickel section. 

The Ad Valorem Tax or property tax is a matter of valuation of the ores in the 
ground by the state and. the valuation of other property such as land, mill and 
smelter buildings, etc., by the county. The county establishes mill rates, 
assesses and collects this tax. The Hoskold formula is used by the Minerals Tax 
Division for the valuation of ores and minerals in the ground. 

There are some special rules and policies which apply to copper-nickel 
prospecting and mining leases issued by the Department of Natural Resources. 
DNR Rules 6 MCAR 1.0094C state that the prospecting permit covers the first two 
years of the lease. The Commissioner of Revenue has advised all county auditors 
and assessors that copper-nickel prospecting and mining leases issued by the 
Department of Natural Resources constitute a taxable interest in real estate. 
However, the Commissioner further advised that due to the limited nature of the 
lease interest, the ad valorem tax should not exceed $.25 per acre during the 
exploration stage. It is possible for the exploration period to extend beyond 
the initial two-year period. You will have to contact the Department of Natural 
Resources to determine the status of any leases remaining in effect beyond the 
initial two years. Specific terms of the leases may vary, but the tax is to be 
determined based upon the number of acres made available to the lessee and the 
fractional interest, if any, that is leased. 

The Corporate Income Tax would not be applicable to mining or mineral 
production. However, it could apply to non-mining or non-mineral income such as 
building rentals or real estate and timber investments, etc. 

IMS 00 PEAT Hl\R\ESI I Ni 

As of the writing of this book, the only taxes on peat operations are the same 
as those on any other Minnesota agricultural or industrial operation. These 
taxes are the Income Tax (corporation or individual), the Sales and Use Tax, 
with the industrial production exemptions, and the Ad Valorem (property) Tax on 
the land and buildings, NOT on the value of the peat. 

-40-



IMF 19 

lffl...100 F TAXES BY DPE a= MINRtl 

. Base Metal, 
Ratural Precious Metal, 

Taconite Iron Ore Cu-Ri Energy Minerals Peat 
Mining Mining Mining Mining Harvesting 

Occupation Tax Yes1 Yes2 Yes3 Yes4 No 

Corp. Income Tax No No Yes No Yes 

Ad Valorem Tax 
(on ore value) No5 Yes No5 Yes5 Yes 

Ad Valorem Tax 
(on smelter, ben-
eficiation plant 
or other 
facilities) No Yes Yes Yes Yes 

Royalty Tax6 Yes Yes Yes Yes4 No 

Production Tax Yes No Yes No No 

Sales Tax Yes Yes Yes Yes Yes 

This chart applies only to mining companies in commercial production. Mining 
companies in exploratory work are subject only to ad valorem taxes, royalty 
tax, and sales tax. 

1 - Normally 6.75 percent .... •or credit (MU.Jrlllll rate 
15 percent). 

2 - About 14 percent afte 
percent) through 12-3 
rate is 15 percent--m 
6.75 percent. 

··• ., credit (nominal··· •.1 .... v .. ·~ .. ·.·.• .. 1 •.. ·.·.·• 15.5 • As of 1-1-85, tlle ·• •· .. · inal 
at'ter the labor a;. \it of 

4 - Approximately 14 percent '*"' epen pit mines 
percent for underground aines (after labor 
The nominal rate is 1!Jlf pereent before l~ 
The royalty tax rate ~·- ._e one percent a1>1.: .. 
exploration phase. 

.25 
; ) . 
di ts. 
the 

5 - Could be subject to $.2§ per acre severed 111..._l 
interest tax. 

6 - No royalty tax on State of Minnesota owned minerals. 
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