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CHAPTER 298 

OCCUPATION TAXES 

298.01 Mining or producing ores. 298.28 Division and distribution of proceeds. 
298.018 Distribution of proceeds. 298.282 Distribution of taconite municipal aid 
298.2211 Financing activities. account; taconite municipal aid; 
298.26 Tax on unmined taconite and iron payment. 

sulphides. 298.37 Assessment at tax capacity rate. 

298.01 MINING OR PRODUCING ORES. 

Subdivision 1. [Repealed, 1987 c 268 art 9 s 44] 
Subd. 3. Occupation tax; other ores. Every person engaged in the business of 

mining or producing ores in this state, except iron ore or taconite concentrates, shall 
pay an occupation tax to the state of Minnesota as provided in this subdivision. The 
tax is determined in the same manner as the tax imposed by section 290.02, except that 
sections 290.05, subdivision 1, clause (a), and 290.17, subdivision 4, do not apply. The 
tax is in addition to all other taxes and is due and payable on or before June 15 of the 
year succeeding the calendar year covered by the report required by section 298.05. 

Subd. 3a. Gross income, (a) For purposes of determining a person's taxable 
income under subdivision 3, gross income is determined by the amount of gross 
proceeds from mining in this state under section 298.016 and includes any gain or loss 
recognized from the sale or disposition of assets used in the business in this state. 

(b) In applying section 290.191, subdivision 5, transfers of ores are deemed to be 
sales outside this state if the ores are transported out of this state after the ores have 
been converted to a marketable quality. 

Subd. 3b. Deductions, (a) For purposes of determining taxable income under 
subdivision 3, the deductions from gross income include only those expenses necessary 
to convert raw ores to marketable quality. Such expenses include costs associated with 
refinement but do not include expenses such as transportation, stockpiling, marketing, 
or marine insurance that are incurred after marketable ores are produced, unless the 
expenses are included in gross income. 

(b) The provisions of section 290.01, subdivisions 19c, clauses (7) and (11), and 
19d, clauses (7) and (12), are not used to determine taxable income. 

Subd. 4. Occupation tax; iron ore; taconite concentrates. A person engaged in the 
business of mining or producing of iron ore or taconite concentrates in this state shall 
pay an occupation tax to the state of Minnesota. The tax is determined in the same 
manner as the tax imposed by section 290.02, except that sections 290.05, subdivision 
1, clause (a), and 290.17, subdivision 4, do not apply. The tax is in addition to all other 
taxes and is due and payable on or before June 15 of the year succeeding the calendar 
year covered by the report required by section 298.05. 

Subd. 4a. Gross income, (a) For purposes of determining a person's taxable 
income under subdivision 4, gross income is determined by the mine value of the ore 
mined in Minnesota and includes any gain or loss recognized from the sale or disposi­
tion of assets used in the business in this state. 

(b) Mine value is the value, or selling price, of iron ore or taconite concentrates, 
f.o.b. mine. The mine value is calculated by multiplying the iron unit price for the 
period, as determined by the commissioner, by the tons produced and the weighted 
average analysis. 

(c) In applying section 290.191, subdivision 5, transfers of iron ore and taconite 
concentrates are deemed to be sales outside this state if the iron ore or taconite 
concentrates are transported out of this state after the raw iron ore and taconite 
concentrates have been converted to a marketable quality. 

Subd. 4b. Deductions. For purposes of determining taxable income under subdivi-

MINNESOTA STATUTES 1989 SUPPLEMENT

Copyright © 1989 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.
                                                                                



298.01 OCCUPATION TAXES 432 

sion 4, the deductions from gross income include only those expenses necessary to 
convert raw iron ore or taconite concentrates to marketable quality. Such expenses 
include costs associated with beneficiation and refinement but do not include expenses 
such as transportation, stockpiling, marketing, or marine insurance that are incurred 
after marketable iron ore or taconite pellets are produced. 

Subd. 4c. Special deductions, (a) For purposes of determining taxable income 
under subdivision 4, the following modifications are allowed: 

(1) the provisions of section 290.01, subdivisions 19c, clauses (7) and (11), and 
19d, clauses (7) and (12), are not used to determine taxable income; and 

(2) for assets placed in service before January 1, 1990, the deduction for deprecia­
tion will be the same amount allowed under chapter 290, except that after an asset has 
been fully depreciated for federal income tax purposes any remaining depreciable basis 
is allowed as a deduction using the straight-line method over the following number of 
years: 

(i) three-year property, one year; 
(ii) five- and seven-year property, two years; 
(iii) ten-year property, five years; and 
(iv) all other property, seven years. 
No deduction is allowed if an asset is fully depreciated for occupation tax purposes 

before January 1990. 
(b) For purposes of determining the deduction allowed under paragraph (a), clause 

(2), the remaining depreciable basis of property placed in service before January 1, 
1990, is calculated as follows: 

(1) the adjusted basis of the property on December 31, 1989, which was used to 
calculate the hypothetical corporate franchise tax under Minnesota Statutes 1988, 
section 298.40, including salvage value; less 

(2) deductions for depreciation allowed under section 290.01, subdivision 19e. 
(c) The basis for determining gain or loss on sale or disposition of assets placed 

in service before January 1, 1990, is the basis determined under paragraph (b), less the 
deductions allowed under paragraph (a), clause (2). 

(d) The amount of net operating loss incurred in a taxable year beginning before 
January 1, 1990, that may be carried over to a taxable year beginning after December 
31, 1989, is the amount of net operating loss carryover determined in the calculation 
of the hypothetical corporate franchise tax under Minnesota Statutes 1988, sections 
298.40 and 298.402. 

[For text of subd 5, see M.S. 1988] 

History: 7959 c 27 art 1 s 3-9 

298.018 DISTRIBUTION OF PROCEEDS. 
Subdivision 1. Within taconite tax relief area. The proceeds of the tax paid under 

sections 298.015 to 298.017 on minerals and energy resources mined or extracted 
within the taconite tax relief area defined in section 273.134 shall be allocated as 
follows: 

(1) five percent to the city or town within which the minerals or energy resources 
are mined or extracted; 

(2) ten percent to the taconite municipal aid account to be distributed as provided 
in section 298.282; 

(3) ten percent to the school district within which the minerals or energy resources 
are mined or extracted; 

(4) 20 percent to a group of school districts comprised of those school districts 
wherein the mineral or energy resource was mined or extracted or in which there is a 
qualifying municipality as defined by section 273.134 in direct proportion to school 
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district indexes as follows: for each school district, its pupil units determined under 
section 124.17 for the prior school year shall be multiplied by the ratio of the average 
adjusted net tax capacity per pupil unit for school districts receiving aid under this 
clause as calculated pursuant to chapter 124A for the school year ending prior to 
distribution to the adjusted net tax capacity per pupil unit of the district. Each district 
shall receive that portion of the distribution which its index bears to the sum of the 
indices for all school districts that receive the distributions; 

(5) 20 percent to the county within which the minerals or energy resources are 
mined or extracted; 

(6) 20 percent to St. Louis county acting as the counties' fiscal agent to be 
distributed as provided in sections 273.134 to 273.136; 

(7) five percent to the iron range resources and rehabilitation board for the 
purposes of section 298.22; 

(8) five percent to the northeast Minnesota economic protection trust fund; and 
(9) five percent to the taconite environmental protection fund. 
The proceeds of the tax shall be distributed on July 15 each year. 

[For text ofsubd 2, see M.S. 1988] 

History: 1989 c 329 art 13 s 20 

298.2211 FINANCING ACTIVITIES. 
Subdivision 1. Purpose; grant of authority. In order to accomplish the legislative 

purposes specified in sections 469.142 to 469.165 and chapter 462C, within tax relief 
areas as defined in section 273.134, the commissioner of iron range resources and 
rehabilitation may exercise the following powers: (1) all powers conferred upon a rural 
development financing authority under sections 469.142 to 469.149; (2) all powers 
conferred upon a city under chapter 462C; (3) all powers conferred upon a municipality 
or a redevelopment agency under sections 469.152 to 469.165; (4) all powers provided 
by sections 469.142 to 469.151 to further any of the purposes and objectives of chapter 
462C and sections 469.152 to 469.165; and (5) all powers conferred upon a municipali­
ty or an authority under sections 469.174 to 469.177, 469.178, except subdivision 2 
thereof, and 469.179, subject to compliance with the provisions of section 469.175, 
subdivisions 1,2, and 3; provided that any tax increments derived by the commissioner 
from the exercise of this authority may be used only to finance or pay premiums or fees 
for insurance, letters of credit, or other contracts guaranteeing the payment when due 
of net rentals under a project lease or the payment of principal and interest due on or 
repurchase of bonds issued to finance a project or program, to accumulate and maintain 
reserves securing the payment when due on bonds issued to finance a project or 
program, or to provide an interest rate reduction program pursuant to section 469.012, 
subdivision 7. Tax increments and earnings thereon remaining in any bond reserve 
account after payment or discharge of any bonds secured thereby shall be used within 
one year thereafter in furtherance of this section or returned to the county auditor of 
the county in which the tax increment financing district is located. If returned to the 
county auditor, the county auditor shall immediately allocate the amount among all 
government units which would have shared therein had the amount been received as 
part of the other ad valorem taxes on property in the district most recently paid, in the 
same proportions as other taxes were distributed, and shall immediately distribute it 
to the government units in accordance with the allocation. 

[For text ofsubds 2 and 3, see M.S. 1988] 

Subd. 4. Obligations not state debt. Bonds and other obligations issued by the 
commissioner pursuant to this section, along with all related documents, are not general 
obligations of the state of Minnesota and are not subject to section 16B.06. The full 
faith and credit and taxing powers of the state are not and may not be pledged for the 
payment of these bonds or other obligations, and no person has the right to compel the 
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levy of any state tax for their payment or to compel the appropriation of any moneys 
of the state for their payment except as specifically provided herein. These bonds and 
obligations shall be payable solely from the property and moneys derived by the 
commissioner pursuant to the authority granted in this section that the commissioner 
pledges to their payment. All these bonds or other obligations must contain the 
provisions of this subdivision or words to the same effect on their face. 

[For text ofsubds 5 and 6, see M.S. 1988] 

History: 1989 c 209 art 2 s 33; 1989 c 355 s 1 

298.26 TAX ON UNMINED TACONITE AND IRON SULPHIDES. 
In any year in which at least 1,000 tons of iron ore concentrate is not produced 

from any 40-acre tract or governmental lot containing taconite or iron sulphides, a tax 
may be assessed upon the taconite or iron sulphides therein at the tax capacity rate 
prevailing in the taxing district and spread against the net tax capacity of the taconite 
or iron sulphides, such net tax capacity to be determined in accordance with existing 
laws. The amount of the tax spread under authority of this section by reason of the 
taconite and iron sulphides in any tract of land shall not exceed $ 10 per acre. 

History: 1989 c 329 art 13 s 20 

298.28 DIVISION AND DISTRIBUTION OF PROCEEDS. 

[For text ofsubds 1 and 2, see M.S.1988] 

Subd. 3. Cities; towns, (a) 12.5 cents per taxable ton, less any amount distributed 
under subdivision 8, and paragraph (b), must be allocated to the taconite municipal aid 
account to be distributed as provided in section 298.282. 

(b) An amount must be allocated to towns or cities that is annually certified by the 
county auditor of a county containing a taconite tax relief area within which there is 
(1) an organized township if, as of January 2,1982, more than 75 percent of the assessed 
valuation of the township consists of iron ore or (2) a city if, as of January 2, 1980, more 
than 75 percent of the assessed valuation of the city consists of iron ore. 

(c) The amount allocated under paragraph (b) will be the portion of a township's 
or city's certified levy equal to the proportion of (1) the difference between 50 percent 
of January 2, 1982, assessed value in the case of a township and 50 percent of the 
January 2, 1980, assessed value in the case of a city and its current assessed value to 
(2) the sum of its current assessed value plus the difference determined in (1), provided 
that the amount distributed shall not exceed $55 per capita in the case of a township 
or $75 per capita in the case of a city. For purposes of this limitation, population will 
be determined according to the 1980 decennial census conducted by the United States 
Bureau of the Census. If the current assessed value of the township exceeds 50 percent 
of the township's January 2, 1982, assessed value, or if the current assessed value of 
the city exceeds 50 percent of the city's January 2, 1980, assessed value, this paragraph 
shall not apply. For purposes of this paragraph, "assessed value," when used in 
reference to years other than 1980 or 1982, means, for distributions for production year 
1989, production taxes payable in 1990, the appropriate net tax capacities multiplied 
by 8.2 and for distributions for production year 1990 and thereafter, production taxes 
payable in 1991 and thereafter, the appropriate net tax capacities multiplied by 10.2. 

Subd. 4. School districts, (a) 27.5 cents per taxable ton plus the increase provided 
in paragraph (d) must be allocated to qualifying school districts to be distributed, based 
upon the certification of the commissioner of revenue, under paragraphs (b) and (c). 

(b) 5.5 cents per taxable ton must be distributed to the school districts in which 
the lands from which taconite was mined or quarried were located or within which the 
concentrate was produced. The distribution must be based on the apportionment 
formula prescribed in subdivision 2. 

(c)(i) 22 cents per taxable ton, less any amount distributed under paragraph (e), 
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shall be distributed to a group of school districts comprised of those school districts in 
which the taconite was mined or quarried or the concentrate produced or in which there 
is a qualifying municipality as denned by section 273.134 in direct proportion to school 
district indexes as follows: for each school district, its pupil units determined under 
section 124.17 for the prior school year shall be multiplied by the ratio of the average 
adjusted net tax capacity per pupil unit for school districts receiving aid under this 
clause as calculated pursuant to chapter 124A for the school year ending prior to 
distribution to the adjusted net tax capacity per pupil unit of the district. Each district 
shall receive that portion of the distribution which its index bears to the sum of the 
indices for all school districts that receive the distributions. 

(ii) Notwithstanding clause (i), each school district that receives a distribution 
under sections 298.018; 298.23 to 298.28, exclusive of any amount received under this 
clause; 298.34 to 298.39; 298.391 to 298.396; 298.405; or any law imposing a tax on 
severed mineral values that is less than the amount of its levy reduction under section 
275.125, subdivision 9, for the second year prior to the year of the distribution shall 
receive a distribution equal to the difference; the amount necessary to make this 
payment shall be derived from proportionate reductions in the initial distribution to 
other school districts under clause (i). 

(d) On July 15, in years prior to 1988, an amount equal to the increase derived 
by increasing the amount determined by paragraph (c) in the same proportion as the 
increase in the steel mill products index over the base year of 1977 as provided in 
section 298.24, subdivision 1, clause (a), shall be distributed to any school district 
described in paragraph (c) where a levy increase pursuant to section 124A.03, subdivi­
sion 2, is authorized by referendum, according to the following formula. On July 15, 
1988, the increase over the amount established for 1987 shall be determined as if there 
had been an increase in the tax rate under section 298.24, subdivision 1, paragraph (b), 
according to the increase in the implicit price deflator. On July 15, 1989, and 
subsequent years, the increase over the amount established for the prior year shall be 
determined according to the increase in the implicit price deflator as provided in 
section 298.24, subdivision 1, paragraph (a). Each district shall receive the product of: 

(i) $ 150 times the pupil units identified in section 124.17, subdivision 1, enrolled 
in the second previous year or the 1983-1984 school year, whichever is greater, less the 
product of 0.04231 percent times the district's taxable market value in the second 
previous year; times 

(ii) the lesser of: 
(A) one, or 
(B) the ratio of the amount certified pursuant to section 124A.03, subdivision 2, 

in the previous year, to the product of 0.04231 percent times the district's taxable 
market value in the second previous year. 

If the total amount provided by paragraph (d) is insufficient to make the payments 
herein required then the entitlement of $ 150 per pupil unit shall be reduced uniformly 
so as not to exceed the funds available. Any amounts received by a qualifying school 
district in any fiscal year pursuant to paragraph (d) shall not be applied to reduce 
general education aid which the district receives pursuant to section 124A.23 or the 
permissible levies of the district. Any amount remaining after the payments provided 
in this paragraph shall be paid to the commissioner of iron range resources and 
rehabilitation who shall deposit the same in the taconite environmental protection fund 
and the northeast Minnesota economic protection trust fund as provided in subdivision 
11. 

(e) There shall be distributed to any school district the amount which the school 
district was entitled to receive under section 298.32 in 1975. 

[For text ofsubds 5 to 15, see M.S. 1988] 

History: 1989 c 277 art 2 s 47; art 4 s 27; 1989 c 329 art 13 s 20 
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298.282 DISTRIBUTION OF TACONITE MUNICIPAL AID ACCOUNT; TACO-
NITE MUNICIPAL AID; PAYMENT. 

[For text ofsubd 1, see M.S. 1988] 

Subd. 2. (a) Each year following the final determination of the amount of taxes 
payable under section 298.24, the commissioner of revenue shall determine the amount 
in the taconite municipal aid account as of July 1 of that year and the amount to be 
distributed to each qualifying municipality during the year. The amount to be distrib­
uted to each qualifying municipality shall be determined by determining an index for 
each qualifying municipality by subtracting its local effort tax capacity rate, multiplied 
by its equalized net tax capacity, from its fiscal need factor. For the purposes of this 
subdivision, the following terms have the meanings given them herein. A municipali­
ty's "local effort tax capacity rate" means its fiscal need factor per capita divided by $21 
per capita for each one percent of the gross tax capacity rate or $ 17 per capita for each 
one percent of the net tax capacity rate for the first $350 of its fiscal need factor per 
capita; plus its fiscal need factor per capita divided by $ 18 per capita for each one 
percent of the gross tax capacity rate or $ 15 per capita for each one percent of the net 
tax capacity rate on that part of its fiscal need factor per capita, if any, in excess of $350. 
In no case shall a municipality's local effort tax capacity rate be less than a gross tax 
capacity rate of 6.56 percent or a net tax capacity rate of 8.16 percent. A municipality's 
"equalized net tax capacity" means its previous year tax capacity, less the tax capacity 
in any tax increment district, divided by the municipality's aggregate sales ratio 
covering the period ending two years prior to the year of aid distribution. A municipali­
ty's "fiscal need factor" means the three-year average of the sum of its municipal levy, 
taconite aids received under section 298.28, subdivisions 2, 11, paragraph (b), and this 
section and its local government aid distribution amount, for taxes payable and 
distribution amounts receivable in the three years immediately preceding the aid 
distribution year. 

The ratio of the resulting index for each qualifying municipality to the sum of all 
qualifying municipalities' indexes shall, be multiplied by the total amount in the 
taconite municipal aid account less the amount distributed pursuant to subdivision 5. 

(b) If the distribution under this section, sections 273.138, 298.26 and 298.28, and 
chapter 477A, to any municipality would exceed that municipality's levy limit base for 
that year, computed pursuant to sections 275.50 to 275.58, the amount in excess of the 
levy limit base for that year shall reduce the amount distributed to the municipality 
under this section and this excess amount shall be distributed to the other qualifying 
municipalities in the same manner as the distribution made pursuant to subdivision 
2, except that the qualifying municipality receiving an initial distribution when added 
to that received pursuant to sections 273.138, 298.26, 298.28, and chapter 477A in 
excess of the qualifying municipality's levy limit base, shall not receive a distribution 
nor shall its index be used in computing the distribution pursuant to this clause. The 
distributions to be received in the year in which the taxes are payable shall be compared 
to the levy limit base for that same year. Upon completion of the determination, the 
commissioner of revenue shall certify to the chief clerical officer of each qualifying 
municipality the amount which will be distributed to the municipality from the 
taconite municipal aid account that year. 

[For text ofsubds 3 to 5, see M.S.1988J 

History: 1989 c 277 art 4 s 28; 1989 c 329 art 13 s 20 

298.37 ASSESSMENT AT TAX CAPACITY RATE. 
In any year in which at least 1,000 tons of iron are concentrate is not produced 

from any 40-acre tract or governmental lot containing semitaconite, a tax may be 
assessed upon the semitaconite therein at the tax capacity rate prevailing in the taxing 
district and spread against the net tax capacity of the semitaconite; such net tax 
capacity shall not exceed the greater of: (a) the net tax capacity specifically assigned 
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to the semitaconite material in said land in the assessment for the year 1958, or, (b) 
an amount sufficient to yield a tax of $ 1 per acre less the amount of any tax assessed 
against such land under the authority of section 298.26. 

History: 1989 c 329 art 13 s 20 

MINNESOTA STATUTES 1989 SUPPLEMENT

Copyright © 1989 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.
                                                                                


