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1) CYPRUS NORTHSHORE MINING CORP. 
Owner: Cyprus Mineral Company (100%) 

2) LTV STEEL MINING COMP ANYa 
Pickands Mather Services, Inc., Managing Agent 
Owner: LTV Steel (100%) 

3) MINORCA PLANT 
Owner: Inland Steel Mining Co. (100%) 

4) MINNTAC PLANT 
Owner: USX Corporation (100%) 

5) HIBBING TACONITE COMPANY 
Pickands Mather Services, Inc., Managing Agent 
Owners: Bethlehem Steel Co. (70.3%) 

Pickands Mather & Co. (15%) 
The Steel Company of Canada, Ltd. (14.7%) 
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6) EVELETH MINES* 
Oglebay Norton Co., Managing Agent 
Owners: Eveleth Taconite Company 

Rouge Steel Co. (85%) (31.7%) 
Oglebay Norton Co; (15%) (18.4%) 

Owners: Eveleth Expansion Company 
Virginia Horn Tac. (Armco) (56%) (35.1 % ) 
Ontario Eveleth Co. (Stelco) (23.5%) (14.8%) 
ONCO Eveleth Company 
(Oglebay Norton Company) (20.5%) (see above) 

7) NATIONALSTEELPELLETCOMPANY 
Owner: National Steel Corp. (100%) 
National Steel Ownership: 

National Intergroup (30%) 
Nippon Kokan KK (70%) 

TOT AL EFFECTIVE: 

5.8 

4.7 

45.6 

a LTV is continuing to operate LTV Steel Mining Company under Chapter 11 of the b?nkruptcy laws. 

The second percentage denotes the percentage of ownership of the total company. 
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ADVALOREMTAX 

Possibly the most significant change made in the reform 
of the state's mining tax laws was the removal of any ad 
valorem tax on the value of minerals other than taconite 
or iron ore (M.S. 273.12 1987 c 268 art. 9 s 7). The 
removal of this tax on ore reserves is expected to further 
encourage the current interest in exploration for base 
and precious metals. Companies mining any of the above 
mineral$ would be subject to the property tax like any 
other business, i.e., on the value of the land and buildings 
only. 

Machinery such as pumps, motors, grinding mills, etc., is 
considered personal property and not subject to ad val­
orem tax. In 1989, the St. Louis County Assessor indi­
cated that new industrial buildings were valued at $25 to 
$30 per square foot for ad valorem tax purposes. Mill 
rates are set by the county, local communities, and school 
districts according to statute, and the tax is administered 
and collected by the county. 

The 1988 legislature enacted a comprehensive property 
tax reform beginning with taxes payable in 1989. Each 
classification of property will have a tax capacity based on 
its market value times tax capacity percentage. The 
number of classifications of property was reduced. The 
new property tax formula will tend to reduce property 
taxes in previously high mill rate areas. Most of the relief 
will go to non-homestead, commercial, and industrial 
propertywhich was often highly taxed under the previous 
formula. Many of the rural counties with mineral explo­
ration potential are high mill rate areas which will receive 
substantial property tax relief. 

For commercial and industrial property, the assessor's 
estimatedmarketvalueismultipliedbyaclassrateof5.06 
percent to obtain gross tax capacity (The first $100,000 of 
value is at 3.2 percent). This is then multiplied by the 
local tax rate to calculate tax payable. In St. Louis 
County, where the majorityofMinnesota's mining indus­
try is located, the local taxratesvariedfromalowofabout 
.9 to a high of approximately 1.60. For more detailed in­
formation on assessment of auxiliary mining lands, refer 
to the section in the guide on "Ad Valoreni Tax on 
Auxiliary Mining Lands for Taconite Operations". For 
taxes payable in 1991, the class rate for industrial prop­
erty is reduced to 4.95 percent. 

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 1.0094Cstate 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 Commis­
sioner 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 Depart­
ment 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 avail­
able to the lessee and the fractional interest, if any, that 
is leased. 
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WITHHOLDING TAX ON ROYALTY 

Beginning 1-1-90, it is required that all persons or com­
panies paying royalty begin to withhold Minnesota in­
come tax from theirroyalty payments and remit the with­
holding tax and applicable information to the State of 
Minnesota, Department of Revenue. See section on 
Income Tax Withholding on Mining and Exploration 
Royalty for further information. 

SALES & USE TAX 

All firms involved in the mining or processing of minerals 
will be subject to the six percent Sales and Use Tax on all 
purchases, except those that qualify for the Industrial 
Production Exemption. This exemption covers items 
that are used or consumed in the production of personal 
property to be sold ultimately at retail. Classification of 
items included in this exemption are chemicals, fuels, 
petroleum products, lubricants, packing materials, elec­
tricity, gas and steam. Explosives, a major expense for 
mining, are exempt under the chemical classification. 
New or expanding businesses may qualify for a refund of 
all or part of the Sales and Use Tax they paid on purchases 
of capital equipment. For more information, contactthe 
Minerals Tax Division. 



NET PROCEEDS TAX 

A tax equal to two percent of the net proceeds from 
mining in Minnesota applies to all mineral and energy 
resources except sand, silica sand, gravel, building stone, 
au clays, crushed rock, limestone, granite, dimension 
stone, horticultural peat, soil, iron ore, and taconite. Net 
proceeds are the gross proceeds from mining less allow­
able deductions. The net proceeds tax is effective for 
taxable years after December31, 1986, and is due on June 
15 of the year succeeding the calendar year of the report. 

Additional information is available from the Minerals 
Tax Division. 

Gross Proceeds 

1) If the minerals are sold in an arms-length transaction, 
the gross proceeds are the proceeds from the sale. 

2) If the minerals are used by the taxpayer or disposed 
of in a non-arms-length transaction, such as ship­
ments to a wholly-owned smelter or transactions 
between affiliated companies, the gross proceeds 
are determined as follows: 

a) Prices are determined using the average annual 
price in the Engineering and Mining Journal. If 
there is no average annual price for the mineral, 
then an arithmetic average of the monthly or 
weekly prices published in the Engineering and 
Mining Journal is used. For minerals not listed 
in the Engineering and Mining Journal, another 
recognized published price as determined by the 
Commissioner of Revenue will be used; and 

b) the price as determined above is multiplied by the 
amount of the mineral credited or paid for by the 
smelter. Any special smelter charges included in 
this price are deducted. The resulting amounts 
are the gross proceeds for tax calculation. 

Net Proceeds 

Net proceeds are gross proceeds less certain deductions. 
Not all expenses, however, are allowed as a deduction. 
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Unallowable Deductions Include: 

Sales, marketing, and interest expense. 
Insurance and tax expense 'not specifically allowed. 
Administrative expense outside of Minnesota. 
Research expense prior to production. 
Any reserve for reclamation costs after production 
ends (1990 legislature). 
Royalty expense, depletion allowances, and the cost 
of mining land. 

Allowable Deductions 

Certain ordinary and necessary expenses actually paid for 
mining, production, processing, beneficiation, smelting 
or refining are allowed as deductions: 

-- Labor, including wages, salaries, fringe benefits, un­
employment and workers' compensation insurance. 

-- Operating equipment and supplies, including sales 
and use tax paid. Cost of machinery, equipment, and 
supplies of a capital nature is deductible as depre­
ciation expense only. 

-- Depreciation expense per Section 167 of the I.RC. 
-- Transportation of the minerals if the expense is in-

cluded in the sales price. 
-- Administrative expense inside Minnesota. 
-- Exploration, research, or development expense within 

Minnesota paid in a production year are deductible in 
that year. 

-- Exploration and development expense in Minnesota 
incurred prior to production must be capitalized and 
deducted on a straight-line basis over the first five 
years of production. 

-- Reclamation costs paid in a year of production 
(1990 legislature). 

The carryback or carryforward of deductions is not al­
lowed. 

Distribution 

The net proceeds tax on minerals and energy resources 
mined or within the taconite tax relief area will be distrib­
uted according to the formula provided by M.S. 298.018. 
Tax paid on minerals and energy resources mined outside 
of the taconite tax relief area will be deposited in the 
general fund. Distribution of proceeds will occur on July 
15 of each year. 

r 
' 
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TABLE 28 - 1991 ACTIVITY SCHEDULE FOR MINING INDUSTRY TAXES 

JANUARY FEBRUARY MARCH APRIL 

--Ad Valorem Tax Reports mailed 1-- Royalty/Withholding Tax Paid 1-- Occupation Tax Report due 1 -- Owner or lessee of mineral rights 
to companies. Report, MT2-RW, due. from companies. submits specific data on drill 

--Ad Valorem estimates submitted 1-- Taconite Tax Report due from 15-- Taconite Production Tax final hole logs and lab tests during 
by companies (January - February). companies. 10 percent tax figure with adjust- previous year for Unmined 

31-- Form MW-1, Minnesota Employer's 8--Taconite Production Tax deter- ments mailed to companies. Taconite Tax. 
Quarterly Withholding Return due. minations mailed to companies. 15 -- Final Taconite Production pay-

15-- Ninety percent payment of the ment due in the county offices. 
Taconite Production Tax due in 15 --Ad Valorem Tax present worth 
county offices. estimates mailed to companies. 

15--Ad Valorem Tax Reports due from 30--Form MW-1, Minnesota Em-
mining companies. ployer's Quarterly Withholding 

25-- Distribution of Taconite Production Return due. 
Tax by counties (collected Feb. 15). 

28-- Form MW-3, MN Annual Reconcil-
iation of Income Tax Withheld due. 

MAY JUNE JULY AUGUST 
1--Tentative Determination for 1-- Final Occupation Tax Determina- 1-- Commissioner of Revenue will -- Form MW-5 and payment of 

Occupation Tax mailed. tion mailed to companies. certify amount of Taconite income tax withheld due at varying 
15-- If a disagreement on the occupation 14-- Full Occupation Tax payment due. Municipal Aid to municipality. times each month depending on 

tax determination exists, a formal 30--Form MW-5 and payment of 15 -- Taconite Referendum distribution amount of tax due, i.e., eighth-
written protest must be filed or a Income Tax withheld from second of Taconite Production Tax made monthly period or monthly. 
hearing held. quarter Royalty paid is due. Due by the counties. 

15-- Final Taconite Production Tax aid date dependent upon amount due. 31-- Form MW-1, Minnesota Employer's 
payments made to taxing districts 30--Ad Valorem Tax final adjustments Quarterly Withholding Return due. 
by the counties. to property equalization sheets 

~ 

15-- Final taconite production tax pay- mailed to county assessors. 
ments made by counties (between 
April 15 and May 15). 

15-- First half property tax on taconite 
railroad property due to counties. 

20--Ad Valorem mineral tax hearing 
_!leld on first business-day after .. 
May20. 

SEPTEMBER OCTOBER NOVEMBER DECEMBER 

15--Taconite Municipal Aid account 10-- Taconite Production Tax estimates 1 -- Minerals Tax Division submits 
funds distributed. due from companies. Unmined Taconite Tax Reports 

15-- Second half property tax on to county assessors. 
taconite railroad property due to 30-- Occupatiop Taxforms mailed to 
counties. companies. 

31--Form MW-1, Minnesota Employer's 
Quarterly Withholding Return due. 
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MINERALS AND MINING AGENCIES 

MINNESOTA DEPARTMENT OF REVENUE 
Minerals Tax Division 

P. 0. Box481 
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500 Lafayette Road - St. Paul, MN 55146 (612) 2%-8157 
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Minerals Division 
1525 3rd Ave. E. - Hibbing, MN 55746 (218) 262-6767 

ROGER JOHNSON, Assistant Director, Engineering and Operations 
ARLO KNOLL, Manager of Reclamation 
RICHARD C. HEMMERSBAUGH, Manager of Operations 

MINERAL RESOURCES RESEARCH CENTER 
University of Minnesota 

56 East River Road - Minneapolis, MN 55455 (612) 373-3341 

KENNETH J. REID, Professor & Director 
IWAO IWASAKI, Professor, Mineral Processing/Hydrometallurgy 

MINNESOTA GEOLOGICAL SURVEY 
University of Minnesota 

2642 University Avenue - St. Paul, MN 55114 (612) 627-4780 

PRISCILLA GREW, Director 

NATURAL RESOURCES RESEARCH INSTITUTE 
University of Minnesota, Duluth 

3151 Miller Trunk Highway - Duluth, MN 55811 (218) 720-4294 

MICHAEL LALICH, Director 
THYS B. JOHNSON, Director, Center for Applied Research and Technology Division 
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