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Revenue Gain or (L 0ss)
F.Y. 2004 F.Y. 2005 F.Y. 2006 F.Y. 2007
(000's)

Generd Fund $0 $0 $0 $0
Effective the day following find enactment.
EXPLANATION OF THE BILL

Current Law: For taconite concentrate produced in 2001, 2002, and 2003, the production tax is
imposed at arate of $2.103 per gross ton. The tax isimposed on the average of the production for the
current year and previoustwo years. Thetax rate is adjusted in 2004 and subsequent years by adding
an amount equa to the previous year’ stax rate multiplied by the percentage increase in the implicit price
deflator.

For thefirst two years of aplant’s production of on direct reduced ore, no tax on taconite concentrate
isimposed. Beginning the third year of production, the tax on concentratesis phased in annudly by 25%
intervas until the full tax isimposed in the Sxth year.

Proposed Law: The proposd postpones for two years (until 2006) the gpplication of the implicit price
deflator adjustment to the taconite production tax rate.

As amended, commercia production is the production of more than 50,000 tons of direct reduced ore
per year. Notwithstanding the tax on concentrates, no tax isimposed on the first two years of aplant’s
commercid production of direct reduced ore. Beginning the third year of commercid production, the
tax on concentratesis phased in by 25% intervas annudly until the full tax is collected in the Sixth year.
For noncommercia production of direct reduced ore, no tax on concentrates isimposed the first two
years of aplant’s production, and the full tax isimposed each year theregfter.
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EXPLANATION OF THE BILL (continued)

As amended, The Iron Range Resources and Rehahiilitation Agency is authorized to apply for, borrow,
receive, and expend grant and loan money made available from federa sources and from federdly fund
programs for the purpose of rurd development financing in the taconite tax relief areas.

Asamended, if ataconite production facility is sold after operations a the facility had ceased, any
money remaining in the taconite environmenta fund for the former producer may be released to the
purchaser of the facility. Any portion of the fund not released within two years of deposit shal be
redistributed, with two-thirds going to the taconite environmenta protection fund and one-third to the
northeast Minnesota economic protection trust fund.

As amended, no changes are made to the occupation tax.

REVENUE ANALYSISDETAIL

There would be no impact on state revenues from the change to production tax rate.

Number of Taxpayers Affected: Companies subject to the production tax.

Source:  Minnesota Department of Revenue
Tax Research Divison
http:/AMww .taxes.state. mn.us/polic.html#anayses
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