


dates cai.not be. r c n l i s t i c a l l y  contained between s p e c i f i c  dates, except 
under certain circumstances.

j

As stated e a r l ie r ,  the Exchange Creek unit 17-16 w il l  be deferred. The 
r e s t r ic t io n s  on these bridge crossings w i l l  be 1) Regulation 71 w il l  
be followed, 2) the bridge at crossing j? 1, Hahanni Creek, Station 102-150, 
w i l l  have a minimum o£ 70 -foot  s tr in gers , 3) construction w il l  occur 
between April 1 and July 31, and.A) the bridge abutments w i l l  not con­
s t r i c t  the stream channel on any o f the f i s h  streams.

t.io iiow  tneir permic, v/e may e*.peei. uuul ukchs uc .yxi.tu, uj i
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U n it e d  S t a t e s  D e p a r t m e n t  o f  A g r ic u l t u r e
FOREST SERVICE

P.O. Box 1628, Juneau, Alaska 99802

January 20, 1976 

1560

r
Honorable Nels Anderson 

Chairman

House Resources Committee 

Alaska State Legislature 

Pouch V

LJuneau, Alaska 99811

Dear Mr. Anderson:

At the January 15 hearings on House Bills 278 and 313, when asked if 

there were any comments from the floor, Bob Tracy from my office 

pointed out that we previously had been asked for comment on these 

two bills and had replied by letter dated April 28, 1975.

Our position as stated at that time remains unchanged. We are certain 

that other avenues open to us for cooperative effort with State govern­

ment are far preferable in achieving protection of streams on National 

Forest lands.

Bob Tracy also indicated our support for a strong Forest Practices Act 

to provide protection o f  streams on State and private lands. We think 

this is extremely important.

In the event our correspondence sent to you last spring is not readily 

available, I'm taking the liberty of enclosing copies.

We appreciate the interest you and your committee continue to show for 

the wise use of natural resources in Alaska. We are anxious to provide 

any assistance possible in your deliberations.

Sincerely,

C. A. YA T E S (' /

Regional Forester

Enclosures

cc: House Resources Committee Members

0200-11 (I/OR)



U n i t e d  S t a t e s  D e p a r t m e n t  o f  A g r ic u l t u r e
FOREST SERVICE

P. 0. Box 1628, Juneau, Alaska 99802

rHonorable Nels A. Anderson, Jr.

House Resources Committee 

Alaska Legislature 

Pouch "V" State Capitol Building 

Juneau, Alaska 99811

L
Dear Mr. Anderson:

During Resource Committee hearings on State of Alaska House Bill 313, 

you requested Bob Tracy to comment for the Forest Service. Although 

he was prepared to do so, he did not testify due to the tabling of 

the bill. You also asked that he testify when hearings were held on 

H. B. 278. Those have not yet been rescheduled.

Because Forest Service management of National. Forests was a major topic 

during the hearing, we are anxious that you and the Resources Committee 

members understand our view regarding both House Bills 313 and 278.

Also we want to respond to some of the points that came up in discussing 

the bill. We hope this is helpful to you in deliberating these or other 

bills that may have a bearing on National Forest management. We have 

enclosed a copy of the letter we had expected to use as testimony at the

H. B. 313 hearing.

The following speaks to points of discussion brought up during the hearing 

of H. B. 313.

Commissioner Brooks indicated that H. B. 313 was aimed at water pollution 

prevention since it was thought that the Federal Government would be re­

quired to comply with pollution prevention laws. Through the Federal Water 

Pollution Control Act and Presidential Executive Order 11752, we are r e­

quired to meet State water quality standards developed in conformance with 

Environmental Protection Agency guidelines. Alaska's water quality standards 

are embodied in Title 18, Chapter 70 and do conform to EPA guidelines. The 

State standards are incorporated into our Forest Service Manual as direction 

to our field people. Executive Order 11752 clearly indicates that we are 

to comply with the standards <>ut we are not to be bound by State adminis­

trative procedures, which f H. B. 313 would attempt to do.

Commissioner Brooks was misinformed in statirg to you that timber industry 

people laid out the boundaries of cutting units on National Forest lands 

subject to Forest Service approval. This was more or less true at one time 

on our long-term sales, but has never been true on the short-term sale 

program, this was always done entirely by tiie Forest Service. We now do 

the entire job on the Ketchikan Pulp Company long-term sale and are rapidly

rsra-
I I • -c
t'l .



acquiring the entire job on the Alaska Lumber and Pulp Company sale.

Even on that sale, Company work is merely in accordance with what the 

Forest Service prescribes. The Committee should also know that Commissioner 

Brooks on March 20, 1975, before the Forest Practices Committee of the Alaska 

Loggers Association, stated that logging was not the cause of the depletion in 

the salmon runs, it was over-fishing.

The Commissioner made reference to having seen a Forest Service letter from 

someone other than the Regional Forester regarding Forest Service j u r i s d i c­

tional attitude. He stated a copy could be made available to your committee.

We do not know what letter he means but believe it m ay be the same as one 

the Department inquired about recently. On the chance that it may be, we are 

enclosing a copy of the ADF&G inquiry and our reply. We have heard nothing 

further on it. We hope you will find our response positive and in a spirit of 

cooperation. We are not defiant of State authority but when it seriously c o n­

flicts with Federal authorities we simply cannot abrogate our management 

responsibilities.

One o f  the reasons given in support of H. B. 313 was that control over mining 

activity was needed. We point out that new Mining Regulations applicable to 

National Forest lands were adopted by the Secretary o f  Agriculture and have 

been in effect since last September. Among other things, these regulations 

require submission of an operating plan and approval by the Forest Service 

for any mining operation which will cause significant surface disturbance.

We believe we have adequate control.

One last point is with regard to considerable criticism of National Forest 

logging activity. We acknowledge a number of past violations. In fact we 

can compile quite a list o f  them. However, we do not believe this should be 

allowed to obscure the many good practices and good results there have been 

over the years. We also think it important to recognize recent changes made 

in cutting policies and administrative capabilities which we have developed 

to give added protection to other resource values. It will take a few years 

before these are very noticeable but they are in effect ; ight now. Our 

staffing has increased greatly in the last year, specifically to enable us to 

do a better job of managing the resource activities, particularly timber harvest. 

We have taken strong stops to correct mistakes. Our timber sale contracts have 

teeth with which we can and intend to enforce good practices

We believe the wise use and protection of our natural resources is the aim 

of the State of Alaska, just as it is the aim of the Forest Service. We 

think a spirit of close cooperation and trust must be fostered between the 

two levels of government if the citizens of Alaska and the nation are to be 

properly represented. It is our desire to develop such an atmosphere of 

cooperation and trust.

We thank you for the opportunity to comment on these bills.

Sincerely,

Regional Forester



Hr. James W. Brooks, C o m m i s s i o n e r  

A laska Department o f  F1sh and Game 

Subport Building 

Juneau, Alaska 99801

i
i

Dear Jim: ' j

This will acknowledge y o u r  letter o f  February 10, signed by Mr.

Rosier, which refers to a m e m o r a n d u m  to the files from one of our

Resource Management Assistants*. Me have not seen the letter y ou

refer  to, do not know w h o  wr o t j  It, nor in what context it was j
written. '

We presume the letter refers to a permit or license which would be 

obtained from the Dep a r t m e n t  of Health and Welfare under AS 16.10.010 

(3) before rendering w a t e r  inaccessible o r  uninhabitable for salmon 
spawning o r  propagation purposes. ^

As y o u  know, Jim, the F orest Service has never considered the need 

for permits for activities involving n o n - navigable streams on 

National Forest lands. To m y  knowledge w e  have not been asked to 

obtain such permits 1n the past. For one thing, we do not believe 

our activities are r e ndering waters "inaccessible or uninhabitable" 

since the precautions, deve l o p e d  in consultation with your staff, 

which we take are speci f i c a l l y  designed to prevent that from 

happening.

N
We recognize, partially as a result of the Leo Nelson case, that 

our agencies do have d ifferences 1n interpreting applicability of 

AS 16, and particularly AS 16.10.010. We hope most strongly that 

those differences will d i s a p p e a r  through development of a mutual 

understanding and respect for each agency's goals and objectives 

in resource management. We intend that the requirements of our 

timber sales and other contracts provide the control necessary for 

the protection of the fishery values and w a t e r  quality under the 

concept o f  multiple use management. We think that our proper 

e nforcement o f  those requirements will accomplish the same o b j e c­

tives we believe AS 16 1s Intended to do.
-

|
Wo believe our bo3t chance of establishing strong working relations 

between us will be through our professional people responsible for



mana g i n g  the resources. It wo u l d  be mo s t  unfortunate for both our 

agencies if we had to resolve o ur differences through legal disputes.

Some o f  o u r  people will a l r e a d y  have mat, when y ou receive this 

letter, for the purpose o f  c l a r ifying p r o blem areas and r e c o m­

mending solutions. Wa will be mos t  disappointed 1f they do not 

Identify ma n y  o p p o rtunities for promoting understanding and d e v e l o p­

ing ma n a g e m e n t  practices that b etter recognize the needs of all the 

resources. If they carvjiot do that, o ur troubles are more serious 

than we presently believe.

Thi3 letter skirts a direct confrontation ov e r  y o u r  question 

regarding AS 16. T h a t  was intentional and I hope my expressed 

thoughts explain why. He have not Issued any policy direction to 

o u r  field people that they will or will not obtain permits. We 

do not contemplate issuing such direction and c e rtainly hope the 

approach o f  working t o g e t h e r  to provide the needed protection will 

be found to be the d e sirable w a y  to go. ^

Sincerely, ,

U. v\. yt'r-

C. A. YATuS • ' .

Regional Forester
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E E E T A t E i X T  O £' F S S Z 3  A X E )  U A S S E

OFFICE OF JHE COMMISSIONER

February 10» 1975

Mr. Charles Yates 
Regional Forester 
US Forest Service 
709 West 9th Street 
Juneau, Alaska 99301

Dear Mr. Yates:
/

We have a memorandum to "F iles"  from a US^Forest Service Resource. Management 
Assistant that says in part: . |

"ADF&G feels  that we must obtain permits for  any a ct iv ity  that a ffe cts  
salmon streams. However, un til they win their appeal in the Starrigavan 
case, the Forest Service does not fee l  that permits are required. . The 
decision in the Starrigavan case recognizes the supremacy o f Federal 
law and the Forest Service 's  d irection  from Congress and the Secretary 
of Agriculture over State law."

I f  this is Forest Service p o l icy ,  i t  is  important that we know i t  so we 
might act accordingly. I would appreciate your early reply regarding Forest 
Service policy  on the ap p lica b il ity  of AS 16 on Forest Service lands.

Sincerely,

.Vi
James W. Brooks 
Commissioner
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THE LEGISLATURE OP THE STATE OP ALASKA 
FISCAL NOTE

S ^ o n d *  Session - Ninth Legislature

I. REQUEST 
Bill No. 
Title:

House Bill No. 278 

An Act Requiring N s h e r y  Protection Reports

Requested by: Guv VanOoren
Return Date Requested: 1-14-76
Agency: Fish and Game _________

M t ¥ l — r-14-76"

P r o g r a m : N.R.M. & E.C.

II. FISCAL DETAIL
Budget Request Unit(s) Affected: Habitat Protection

A. EXPENDITURES: (Thousands of dollars)

OBJECT FY 76 FY 77 FY 78 FY 79 FY 80 FY 81
100 PERSONAL SERVICES 65.5 23.2 23.2 23.2 23.2
200 TRAVEL 4.0 1.5 1.5 1.5 1.5
300 CONTRACTUAL 7.0 1.2 1.2 1.2 1.2
k 00 COMMODITIES 1.5 .5 .5 .5 .5
500 EQUIPMENT .q
600 LAND & STRUCTURES ,
700 GRANTS, CLAIMS, ETC.

«•

TOTAL 78.9 26.4 26.4 26.4 26.4

B. FUNDING: (Thousands 

GENERAL FUND

of doll ars)

78.9 26.4 26.4 26.4 26.4
FEDERAL FUNDS
OTHER

C. POSITIONS: 

PERMANENT/TEMPORARY / 1/ 3 1 1 / 1 7 1/ 1 /
MAN MONTHS (P./T.) 12/27 12/ 12 / 127 v J  . .

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)
I

FY 77: Reflects one permanent bioligist II position plus 24 months

of biologist I temporary time and three months of key punch 
operator time.

Contractual services are mainly publication cost.

Following years reflect one permanent biologist II position to 
maintain program.

IV. ATTACHMENTS

'7

U  s  - h

V. DATE: 1 -15’76 .PREPARED BY:_______ J o h n P a ] ^ . . ^ ____ A A

Original: Legislative Finance 
cc: Budget and Management

; Prime Sponsor (First Legislator Named)

H /S 50

I /

______________________  •__________________________________



...V : TESTIMONY OF R. IV, ALLINGTQN FOR SEALASKA CORPORATION
CONCERNING H.B. 278 AND H.R. 313

Mr. Chairman and members of the House Resources Committee:

I am here today to testify at the request of John Borbridge, 

President of Sealaska Corporation, with respect to H.B. 278 

and H.B. 313. These bills were introduced in the first 

session of the 9th legislature as a means of providing add­

itional protection for our Alaska fisheries resource.

Sealaska Corporation, as you are aware, is the Native 

Regional Corporation for Southeast Alaska formed under 

the provisions of the Alaska Native Claims Settlement Act.

As such we count many fishermen among our 15,000 plus share­

owners. A number of these fishermen-shareowners also sit 

on the Board of Directors of the Corporation. Consequently, 

the Corporation is aware of, and sympethetic to, the pro­

blems presently facing the fishermen and the efforts of 

the State of Alaska in trying to protect this valuable 

natural resource.

The Corporation is quite sympathetic to the issues add­

ressed in the subject legislation (H.B. 278 and H.B. 313). 

However, we feel that these bills are a "piece-meal" 

approach to the complex, involved problem insofar as 

forest lands are concerned, and as such is inconsistent 

with Governor Hammond's position as set forth in his State



integrated rather than piece-meal approach to resource 

legislation.

Sealaska Corporation as the prospective owner of 200,000 

acres of private timber land, anticipates timber harvest 

operations on its lands which would be subject to the 

provisions of H.B. 278 and H.B. 313. Additionally,

Sealaska Corporation will be subject to the provisions 

of the State Forest Practices Act. which has been proposed 

by the Administration. As stated previously, the 

Corporation endorses the concept of fisheries protection, 

and also endorses the concept of a Forest Practices Act 

to ensure best current management practices insofar as 

forest resources are concerned. However, we are some­

what concerned at the prospect of multiple permit proced­

ures which could result from a piece-meal approach to 

resource protection. Further, portions of the proposed 

Forest Practices Act as well as Section 208 ‘of t h e‘Federal 

Water Pollution Control Act, address either directly, or in­

directly through authority to promulgate regulations, 

most if not all of the resource protection issues add­

ressed in H.B. 278 and H.B. 313. We believe that enact­

ment of a "good" Forest Practices Act should among other 

things, establish insofar as possible, a "one-stop" not­

ification and, if necessary, permit system so that 

timber operators and/or owners can minimize the govern­

mental paper work required to conduct business. Sealaska

(2)



Corporation and other timber related companies should 

not be required to "bob and weave" through a maze of 

Departmental notification and permits in order to do 

business. Such a maze develops unintentionally when 

a piece-meal approach is taken as appears to be the case 

•with H.B. 278 and H.B. 313. An integrated approach 

to resource protection can best be achieved through a 

comprehensive Forest Practices Act which, hopefully, 

would require only one contact with the State Forester 

for a timber operator and/or owner to manage his 

private timber lands in accordance with appropriate 

statutes and regulations.

Therefore, it appears to this timber related corporation 

that H.B. 278 and H.B. 313 should be tabled by the House 

Resources Committee until the proposed Forest Practices 

Act has been acted upon and ve would urge this Committee 

to so act.

(3)



F R E D  B R O W N  A LV IN  O ST E R B A C K  D IC K  E L IA S O N  LEO  R H O D E
M IK E  H E R S H B E R G E R  L E S L I E  (R E D )  S W A N SO N  JA M E S  H U NT INGTON

April 1|, 19 75

Commissioner Jim Brooks 
Dept, of Fish and Game 
Support Building 
Juneau,Alaska 99801

Dear Commissioner Brooks:

Tne House Resources Committee respectfully requests that documents and communication 
alluded to in testimony by Commissioner Brooks of the Dept, of Fish and Game, 
regarding the lack of authority of the State to require the Federal Government 
to adhere to Title 16 Alaska State Statutes. The communications specifically 
mentioned are from the Navel Officer in charge of Pet *1, General Rollins 
regarding Federal land within the pipeline corridor and communications from 
members of the U.S. Forest Service.

The committee feels that if these documents and communications are not forth­
coming within the next seventy-two hours, the committee will be forced to 
take subpoena action.

Sincerely,

Nels A. Anderson, Jr. 
Chairman-House Resource 

Committee

NAA/bd
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"An Act r e l a t i n g  to  the o i l  and gas r e s e r v e s  ad valorem  tax  and 
i t s  r e l a t i o n s h i p  to  o th e r  o i l  and gas t a x a t io n ;  and p r o v id in g  
f o r  an e f f e c t i v e  d a t e , "

C O M M I T T E E  R E P O R T

4/17/75 H O U S E FINANCE

H r .  S p e a k e r D a t e U -  'I I -75"

T h e  Comm i t  t e e  on RESOURCES has had SSIIB 297

u n d e r  c o n s i d e r a t i o n .  A M a j o r i t y  o f  t h e  m e m b e r s  o f  t h e  C o m m i t t e e  

( ) r e c o m m e n d s  i t  DO PASS

( ) r e c o m m e n d s  i t  DO NOT PASS

( ) r e c o m m e n d s  i t  DO PASS WI T H AT T ACHED A M E N D M E N T ( S )

( 4,  r e c o m m e n d s  i t  BE REPL ACED WI T H CS FOR ■ i l ’ ■ f AND THAT

c s  f o r  S i - l t i j  i ' / __ do  * A -s « - D : M O T "  r  i  S 3

( ) " a n d "  r e c o m m e n d s  i t  BE RE F E RRE D TO THE _________________________________________

COMM I T T E E
i

( ) r e p o r t s  i t  b a c k  WI T HOUT  RE COMME NDAT I ON

( ) " o r  h p r "

M e m b e r s  s i g n i n g  t h e  Ma j  o r  i t y  r e p o r t :

/ / / , M  I -L,
I ^ A. *■ V.To K-./X ■. W 1

/ /! f  f y  f* j —p. I  j j  f
t ■ L j ■ ■ j ■ ■> J - 0 /

■* f y

---------------------------------

_________________________ ____

M e m b e r s  NOT c o n c u r r i n g  i n  t h e  Ma j  o r i t y  r e p o r t :

__________________________________ r e c o m m e n d s :

__________________________________ r e c o m m e n d s :

__________________________________r e c o m m e n d  s :

________________________________  r e c o m m e n d s :

r e c o m m e n d s :
■ y'f /  / ]  f ) / }

} / J y j J  • j*  I     _ Cha i rman

AGO 547333



April 10, 1975

The Honorable Richard I .  Eliason 
Alaska State Legislature 
State Capitol 
Juneau, Alaska

Dear Mr. Eliason:

During our presentation on Senate B ill 276 yesterday we distributed copies 
o f  a memorandum and f is c a l  note which I prepared on March 18, 1975. One 
of the attachments to that memorandum is  a table indicating an example o f 
how the credit provisions o f the b i l l  would work. You expressed interest 
in the far right-hand column t it led  "Cumulative Credit Balance." This 
column represents the amount o f cumulative Ad Valorem Tax paid which has 
not been credited against severance taxes at the end o f each f i s c a l  year.

You asked that I calculate what the accumulated in tere jt  cost on this 
balance might be i f  i t  were borrowed at 8%. This would re fle c t  the view­
point o f  a taxpayer i f  he had to borrow the money to pay the tax. We 
should bear in mind, however, that the taxpayer would get a deduction on 
his Federal Income Tax Return for both the property tax and any interest 
expense. In e f f e c t ,  this means that the Federal government w il l  actually 
pay part o f  the cost of both tax and interest. That proportion depends 
on the e ffe ct ive  tax rate of the taxpayer. Since this varies from year to 
year and taxpayer to taxpayer, I have not attempted to calculate the net 
economic e f fe c t  on the taxpayer o f the tax and any interest expense he 
might incur in connection with i t .  I have, instt. d, calculated the gross 
interest based on the balances shown for each year on the attachment to 
my March 18 memo.

I have assumed that the balances would be drawn down from 1978 forward on 
a straight line basis so that the average between two year-end amounts is 
the amount on which interest would be paid. While this is not entirely 
accurate, i t  is  quicker to calculate and does not materially d istort  the 
tota l interest figure. Total interest at 8% per year on the Cumulative 
Credit Balance for the years 1976 through 1981 would be about $150 m illion. 
I should emphasize that this is  the gross amount before any Federal Income 
Tax benefits derived from the payment of the property tax or the interest.

» ,0  5 V 7 3 W  + •



Representative Richard I. Eliason -2- April 10, 1975

These benefits could amount to as much as $280 m illion in reduced Federal 
taxes.

Best regards,

Frederick P. Boetsch, C.P.A. 
Deputy Commissioner, Taxation

FPB:eh

AGO 547320



O F F IC E R S  
JACOB W IC K ,PR ES .  
H A R R Y  C A R T E R .V .P .  
K A R L  A R M S T R O N G ,S E C .  
P E R R Y  E A T O N .T R E A S .

L E G A L  CO U NSEL

R E G I O N A L  N A T I V E  C O R P O R A T I O N

Cherr ier-KIng & Cherr ie r  Bldg. 
Post O f f ic e  Box 746 

K O D IA K ,  A L A S K A  99615 
Te lephones  486-4147<’4148/4149 

Area Code 907

D IR E C T O R S  
NANCY  A N D E R S O N  
A L L E N  H E IT M A N  
N ICH O LAS  P E S T R IK O F F  
N E IL  S A R G E N T  
FR A N  W A M S ER  
IV E R  M A L U T IN  
A L L E N  P A N A M A R O F F  
SVEN  H A A K A N S O N  
W A LT ER  S IM E O N O F F

ROY  H. M A D S E N  -  K O D IA K  
E D W A R D  W E IN B E R G  — WASH .D .C . April 3, 1975

N  ARepresentative Nels A. Anderson 
Alaska State Legislature 
Pouch V
Juneau, Alaska 99801mm A m
Dear Nels:

I wish to inform you that I am in complete agreement with your views on 
taxing oil and gas in place as stated in your letter to Representative Mike 
Bradner, March 29, 1975. I believe that the Regional Corporations would 
suffer irreparable damage if this concept were adopted. Those regions who 
have signed exploratory agreements would face immediate bankruptcy if 
this tax were imposed on their known reserves.

o\ UP*aA \  J Aj  I /  \  A . \ \ > ' '  , I \/ i-

The concept of taxing oil and gas in place would possibly enhance the State 
of Alaska’s financial picture but at the same time retard the development 
of our hydrocarbon energy potential.

'
Also, as Harvy stated in his February 19th letter to you, once reserves are 
proven. Oil Companies will be forced to extract such reserves as quickly 
as possible.

■■ " ' ; y l l n C  ' X  / r :> Q ,Koniag, under such circumstances could not afford to find oil or gas reserves!
t  y y j  "  \ V ' V "I would hope that the wisdom of our legislature, address itself to resolving 

the financial crisis of the State in a manner that is fair and equitable to ail.
/.

(J Sincerly,

KONIAG, INC.

Jack Wick 
President

JW: com

cc: Kay Poland
AGO 547321



'  r.- >>*i>;

John Colberg, Jr.
Chairman oi lha Board

COOK INLET

REGION, INC.
v,

r : ... ^
-- >i

April 11, 1975

Ralph A. Johnson
President

Mr. Nels A. Anderson, Jr.
Chairman -  House Resource Committee 
Pouch V
Juneau, Alaska 99811 

Dear Nels:

Cook Inlet Region, Inc. takes the position that the land and subsurface 
resources of a l l  Native Regions has been sp ec if ica lly  given a non-taxable 
status until either development takes place., or January 1, 1992, whichever 
comes f i r s t  and cannot be taxed.

There is  no question, however, as to the State's need for tax revenue and 
since the need is  primarily due to the delay caused by the environmental 
impact of the Alyeska Pipeline, an equitable method of advance payment of 
taxes (advalorem, severance, e tc .)  or royalties should be proposed. However, 
there are other Industries in Alaska and equity might require some contri­
bution by them.

Since the largest forseeable source o f revenue is  from subsurface resources, 
fisheries and timber, ultimate payment w ill  have to come from the consumers 
of the products sold by those industries.

Cook Inlet Region wculd like to hear the views and proposals of these 
industries before making a recommendation.

Sincerely,

RAJ:bf

1211 W. 27th •  ANCHORAGE, ALASKA •  99503 •  PHONE 274-8638 AGO 547322 -f-

— — — — — — ——  ---------- ----------------------- ----------- M i n i  - -■ . . .



These benefits could amount to as much as $280 million in reduced Federal 
taxes.

Representative ' chard I. Eliason -2- April 10, 1975

Best regards,

Frederick P. Boetsch, C.P.A. 
Deputy Commissioner, Taxation

FPB:eh
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April 10, 1975

The H o n o r a b le  R ic h a r d  I .  E l ia s o n  A la s k a  S t a t e  L e g i s l a t u r e  S '  •i?. C a p i t o l  J u u v . j ,  A la s k a
Dear Mr. E l i a F u n :

During our presentation on Senate B ill 276 yesterday we distributed copies 
of a memorandum and f isca l  note which I prepared on March 18, 1975. One 
o f the attachments to that memorandum is a table indicating an example of 
how the credit provisions of the b i l l  would work. You expressed interest 
in the far right-hand column tit led  "Cumulative Credit Balance." This 
column represents the amount of cumulative Ad Valorem Tax paid which has 
not been credited against severance taxes at the end of each f is ca l  year.

You asked that I calculate what the accumulated interest cost on this 
balance might be i f  i t  were borrowed at 8%. This would re fle c t  the view­
point of a taxpayer i f  he had to borrow the money to pay the tax. We 
snuui.u ueaxr j-u Fiu.uu, however, that the taxpayer would get a dcductro.i cn 
his Federal Income Tax Return for both the property tax and any interest 
expense. In e f fe c t ,  this means that the Federal government w ill  actually 
pay part o f the cost of both tax and interest. That proportion depends 
on the e ffective  tax rate o f the taxpayer. Since this varies from year to 
year and taxpayer to taxpayer, I have not attempted to calculate the net 
economic e ffect  on the taxpayer o f  the tax and any interest expense he 
might incur in connection with i t .  I have, instead, calculated the gross 
interest based on the balances shown for  each year on the attachment to 
my March 18 memo.

I have assumed that the balances would be drawn down from 1978 forward on 
a straight line basis so that the average between two year-end amounts is 
the. amount on which interest would be paid. While this is not entirely 
accurate, i t  is quicker to calculate and does not materially d istort the 
total interest figure. Total interest at 87. per year on the Cumulative 
Credit Balance for the years 1976 through 1981 would be about $150 million. 
I should emphasize that this is the gross amount before any Federal Income 
Tax benefits derived from the payment o f  the property tax or the interest.
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I hopa that these comments are useful in putting the role of ad valorem 
taxation into perspective.

Sincerely.

/

Robert K. Paschall 
Consulting Valuation Geologist 
and Engineer

cc Senator Chancy Croft 
Senator John Huber 
Representative Steven Cowpor
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Sacramento GA 95819 
1U April 1975

The Honorable Nels Anderson 
Chairman, House Resources Committee 
Alaska State Legislature 
Juneau Alaska 9^811

Dear Mr. Anderson:

It may be useful to you if I expand on something that we talked about at lunch 
in Senator Croft's office. It is my impression, looking back on my week in Al­
aska, that undue emphasis has been placed on the economic impact of ad valorem 
taxation. I readily grant your legislature's right and obligation to make its 
own decision on the alternatives now before you, At the same time, I would re­
gret seeing even the right decision made for the wrong reasons. As a result, I 
would like to list the ^ain elements that go into oil industry decision-making 
in regard to new leases. I contend that these elements are listed in the in­
dustry's order of priority.

1. Political Climate

The political climate is now very bad in the Mid East, North Africa, 
and Venezuela, only fair in Canada, and good in the United States, including 
Alaska.

2. Promising Geological Structures

No one will bid unless the geology is promising. If it is promising, 
it is hard to beat peopLe off with a stick, as the money laid out for the 
2lith lease sale showed.

3. Availability of Money to Bid

Availability of money depends on the financial status of individual 
companies and on the money market, that is, on the amount of l\ m d 3  on hand 
for lending and the interest rate charged for those funds.

U. Availability of Pipeline or of Tanker Transportation

This problem is a familiar one to Alaskans, and needs no comment.

5. Availability of Drilling Rigs

The high costs of preparing rigs for Alaska operations a: of shipping
them makes rig availability especially important in your state.

6. Fbture Expenses

These expenses fall into three major categories: drilling and other 
development costs, oil and gas production costs, and royalty and taxes.

AGO 547326 f
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02042 NL ANCHORAGE AK 57 04-1 1 1212P ADT 

PMS REP NELS ANDERSON £ 0 $  ALASKA

SEVERANCE AND RESERVES TAXES PROPOSED ARE INEFFECTIVE AS 

REVENUE PROLiJCERS IN LONG RUN BECAUSE THEY INHIBIT 

DEVELOPMENT. IF REVENUE IS AIM, SUGGEST FAIR TAXES BASED 

ON NET MINING INDUSTRY COULD HAVE SUBSTANTIAL BENEFITS IN 

PROVIDING INDUSTRIAL BASE AND BUSH EMPLOYMENT IF ALLOWED TO 

DEVELOP. PLEASE CONTACT IF DESIRE FORMAL TESTIMONY 

C C HAWLEY CHAIRMAN ANA ANCHORAGE BRANCH STAR ROUTE A 

BOX 7SD ANCHORAGE 99507
AGO 547327  -f



rtCA ALASKA COMMUNICATIONS, INC. 
PHONE: 586-6440 

JUNEAU, ALASKA 99801
#

02051 ANCHORAGE AK 75 04-14 3 1 8A AOT 1275 APR 14 py g ^

PMS NELS A ANDERSON CHAIRMAN 

HOUSE RESOURCES COMMITTEE 1 - 2 9 8  

JUN

REFERENCE HB102, HB297.

CALISTA CORPORATION GOES ON RECORD IN SUPPORT OF TEXTIMONY

GIVEN ON THESE BILLS BY OTHER NATIVE REGIONAL

CORPORATIONS. WE ARE ADAMANTLY OPPOSED TO THIS TYPE OF

TAXATION AND THE RAMIFICATIONS OF SUCH TAXATION ON LAND
»

HOLDINGS SOON TO BE CONVEYED TO NATIVE REGIONAL 

CORPORATIONS. WE FEEL THIS TYPE OF TAXATION IS ILL ADVISED 

AND RECOMMEND THAT THE STATE SEEK REVENUES FROM THE SALE OF 

ANTICIPATION NOTES AND BONDS

RAY C CHRISTANSEN CHAIRMAN OF THE BOARD 

CALIS'JA CORPORATION

(S°
C

AGO 547328 |-



 ------ , ALASKA 9?80l ■ <

1375 APR 24 w  ,

18004 NL NOME ALASKA 59 04-24 930A BDT 

PMS NELS ANDERSON 

HOUSS^&li&jRCES COMMITTEE 

POUCH V 

JUNEAU

WE STRONGLY OPPOSE AD VELOREM TAXATION ON OIL AND GAS BECAUSE 

OF THE ANTI CONSERVATION AND ANTI ENVIRONMENT NATURE OF SUCH 

TAX* IT IS INEQUITABLE BECAAUSE FULL AND TRUE VALUE CANNOT 

ACTUALLY BE DEFINED, SUCH TAXATION PRECLUDES ORDERLY DEVELOPMENT. 

IT IS DAMAGING TO INDIVIDUALS, PRIVATE AND PUBLIC SECTOR, AND 

ULTIMATELY IS DETRIMENTAL TO STATE INTERESTS.

JEROME TRIGG PRESIDENT BERING STRAITS NATIVE CORPORATION

AGO 547329 -|_



ALASKA COMMUNICATIONS, INC. 
PHONE: 586-6440 

JUNEAU, ALASKA 99801

#CJ

04004 POM TDA EAGLE RIVER 15 04-30 730A ALT 

PMS REP J ] ^ | ^ N D E R S 0 N  JR 

JUN

35 YEAR RESIDENT AGAINST HB297 HB294 REVERSING 

AFFECT OIL AND MINING INDUSTRY 

GARY CORTNFY BOX 648 EAGLE RIVER 99577

1975 APR 30 PM g  17

AGO 547331 . 4

STATES INTERIM FUNDING NEEDS, THAN YOU ARE MISREPRESENTING 

FACTS TO THE PEOPLE THAT YOU REPRESENT 

ROGER LANG PRESIDENT AFN AG0 547332 "t"



SENATOR CHANCY CROFT
P R E S ID E N T  OF TH E  SE N A TE

POUCH V 
JU NEAU . ALASKA 99011 

PHOrtE 907-403-3733 May 31, 1975
423 G STREET 

ANCHORAGE. ALASKA 99301

The Honorable Chancy Croft 
President of the Senate

The Honorable Mike Bradner 
Speaker of the House of Representatives

Gentlemen and Members of the 
Senate and House:

The members of 'he Free Conference Committee that considered  Free 
Conference Committee Substitute for Senate Committee Substitute 
for  Committee Substitute for Sponsor -Substitute for House Bill 297 
(o il  and gas reserves  ad valorem tax) are d irecting this letter of 
intent to accompany the Committee report of the b ill to fully explain 
ou r  intent with respect to certain provis ions  o f  the b il l .

Section 43 .58 .020(3 ) provides  an exemption for oil and gas properties 
until the earlier o f  any three conditions a .  e met by  certain persons 
with regard  to transmission facilities to transport oil and gas that may 
b e  produ ced  from the lease or  p roperty .  It is our intent that the words 
"ow ner or operator" as used in these paragraphs includes any 
affiliate or  subsid iary  o f  such owner or operator.

With regard  to A . S .  43.58.070 in the bill relating to appeals, it is our 
intent that the scope  o f  review of an appeal to the superior  court 
invo lv ing  a tax assessment should be in accordance with the Administra­
tive Procedure Act ( A . S .  44.62) .

Rep . Steve Cowper AGO 547334 -j
/
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ARTHUR K.UNDERWOOD. JR . 
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DU AN E  F. W U R Z ER  
DAVID R. J O H N S O N  
GARY L. G R E E R  
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CHAPMAN B.  COX

DAWSON, N A G EL, S H E R M A N  & HOWARD
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May 28, 1975

E .  • *>ALE 
CH , P H E R  LANE  
CRA IO  A .C H R I3 T E N S E N  
PA J L  J  S C H L A U C H  
KURT  A .KAUTM ANN  
R M ICH AEL  S A N C H E Z

3DORE E WORCESTER  
**wOREW L. B LA IR .  J R  
r tO PNEY  D. KNUTSON  
S T E P H E N  P  K R E O ST E IN  
EDWARD W. NOTT INGHAM 
<AL B TUDOR 

JA C K  M .M E R R IT T S  
F R E D E R IC K  Y. YU

H. CLAY WHITLOW 
PAMELA A. RAY 
J E R R Y  A . FO W LER  
W ILL IAM R. MARSH  
D U NC AN  A. C A M P B E LL  
KATHRYN P. R E IM E R  
C H A R L E S  W. NEW COM 
S U S A N  O. PR O C TO R  
LARRY C. J O H N S O N  
LARRY R. MART INLZ  
W ILL IAM E .W A L TE RS ,  0J 
MARK t. FU L F O P O  
J A M E S  F WOOD

Hon. Nels A. Anderson, Jr.
House of Representatives 
Alaska State Capitol 
Juneau, Alaska 99801

De^r Nels:

Assuming that the oil and gas proven 
reserves tax bill was adopted at the end of the 
Legislative Session, I would very much appreciate 
it if you would have Mr. Van Doren send me a ropy 
of the bill as it was finally enacted for my fiies 
and for a final review. I imagine that it would 
be useful for me to prepare a brief analysis of the 
potential effect of the bill, as finally enacted, 
upon the corporation.

D H S :vb

3 m - s /z / t s -

twjf'—
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S T A TEMENT OF J A C O B  ADAMS, VICE-PRESIDENT- 
LANDS, A R C T I C  SLOPE REGIONAL CORPORATION 

ON 1I-B. 102 . J 9 7 . . & 8 .  M 3  f . Z / A ______

M y  name is J a c o b  Adams. I am appearing before 

the C o m m i t t e e  on beha l f  of the Arctic Slope Regional C o r­

poration in my capacity as Vice-President in charge of 

Land Se l e c t i o n  and Conveyance.

A S R C  is strongly opposed to legislation which 

would impose a tax on p r o v e n  oil and gas reserves. The 

proposed l e g islation w o u l d  constitute an extremely da m a g­

ing burden to ASRC and could very well bankrupt the cor­

poration.

A S R C  r e cognizes and appreciates the Legislature's 

concern over imminent ne a r - t e r m  deficits in the State 

T reasury arising out of predictable imbalance between 

revenues and expenditures. Expenditures in recent years 

including revenue sharing w i t h  local governments has been 

a m a i n s t a y  of supporting their local budget requirements 

especially in education.

While the lnupiat people of the Arctic Slope have 

benefited to some deg r e e  by State financial support, it has 

not been to the same extent that more urban areas have bene­

fited.

At the present time, the present cash reserves 

and future anticipated r e v enues arising from the Alaska 

Native C l a i m  Settlement Act., as well as programmed receipts

AGO 547336



under v a r ious e x p l o r a t i o n  and development agreements with 

major oil companies, have been heavily committed to produce 

a viable economy in the A r c t i c  based on a profit motivated, 

free ent e r p r i s e  system. ASRC, w i t h o u t  special assistance 

or subsidy from the State, is u n d e r w r i t i n g  many commercial 

business ventures, w h i c h  w i l l  ultimately provide revenues 

to the State in the form of income and business taxes. If 

prevented from d e v e l o p i n g  on its own initiative because of 

a new tax b u r d e n  on proven reserves, w h i c h  ASRC shaal short­

ly inherit und e r  its m i n e r a l  in-lieu selection entitlement, 

the economic future of the A r c t i c  will be seriously impaired.

A  tax on reserves is a regressive tax in that 

it is not g a u g e d  on the a b i lity to pay. True, large oil 

companies can a c c o m m o d a t e  such taxes by passing on to con­

sumers those costs, but not every corporation, organization 

or individual c a n  pay. C o n t r a r y  to the bulk of puolic 

opinion there are others in the State of Alaska, in addi­

tion to large oil companies, that have a stake in ownership 

of oil and gas reserves. T h i s  other category includes in­

dividual lessees, royalty owners, and independent companies.

A s  you are also aware, at least six native regional 

corpo r a t i o n s  have ente r e d  into oil and gas exploration agree­

ments which, in addition to base royalties as a land owner, 

provide for other b e n e f i t s  including net profits provisions,

- 2 -
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joinL ventures or participations, carried w o r king interests, 

or a combination of all three.

A l t h o u g h  we are not here to argue the legal inter­

pretation of Section 21(d) of the A l a s k a n  Native C l a i m  Settle- 

ment Act whereby a twenty year tax exemption applies to cer­

tain property interests of native corporations and individuals 

there are those who believe that native interests in leases 

in the form of par t i c i p a t i o n s  as well as royalty interests 

would be subject to a p r o perty tax in the same manner and 

to the same degree as oil company lessees.

We submit that the property tax being considered 

would depress the value of u n l e a s e d  native corporation lands 

as well as those that are pr e s e n t l y  leased or that shall 

be leased in the near future. The time of payout in order 

to receive benefits under a net prof i t s  interest would be 

much delayed. From the regional c o r p o r a t i o n s’ standpoint, 

paying taxes today with the unc e r t a i n t i e s  of deve l o p i n g  a 

market and unknown future w e l l h e a d  value of crude oil and 

natural gas, could create financial havoc if not bring upon 

the economic demise of the corporations.

A  specific example will serve to illustrate our 

concern. ASRC previously filed in-lieu selections on ap­

proximately 18,000 acres w i t h i n  the boundary of the known 

geologic structure of the Kemik Unit. The Keinik Unit has 

one completed and shut-in gas well. A second exploratory 

well is currently drilling and a permit for a third expl o r a­

tory well is pending. No d e v e l o p m e n t  we l l s  have been drilled;

-3-
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however, the U.S. Geo l o g i c a l  Survey lias indicated that the 

discovery probably is c o m mercial based on the KGS classifica­

tion. The Survey and the original operator, Forest Oil Com­

pany, indicates a p r o bable produceable volume of 475 bef 

of gas. This is c e r tainly no ’’barn b u r n e r” or as we call 

it "igloo m e l t e r "  in terms of North Slope operations.

A S R C  filed selections w i t h i n  the Kemik Unit be- 

cause it has over 1.2 m i l l i o n  acres of in-lieu subsurface 

entitlement and the Board of D i r e c t o r s  believes such 

selections should be made first in pro v e n  areas of pro­

duction where fee own e r s h i p  is not important in order to 

maximize the spread of its overall land ownership through­

out the A r c t i c  Slope.

A S R C Ts interest in the kemik Unit upon transfer 

of the sub s u r f a c e  estate from the Department of the Interior 

ranges from 12-l / 2 %  royalty under existing Federal leases 

to 1007o mine r a l  interest under unleased lands within the 

unit boundary.

Based on the r e s erves attributable to A S R C’s 

interests d e r i v e d  from the operators volumetric calcula­

tions, the v o l u m e  of p r o d u c e a b l e  gas is 213 bcl. Assuming 

an arbitrary value at the time production commences of 

S.50/MCF, the va l u e  of so - c a l l e d  proven reserves owned 

by ASRC is $106MM. A 20 mil property tax levy would 

amount to S 2 . 1 M M  a n n ually until production commenced.

—4-
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Since ASRC will probably lease its 100% mineral 

interest lands reserving a 16-2/3% royalty thereby de- 

crersing its royalty reserves to 64 bef, the amount of 

ad valorem taxes paid in the first few years after the 

tax is imposed may never be recouped as a credit against 

production taxes. This would be true unless ASRC receives 

title to the subsurface estate and leases its interest 

prior to the effective date of the tax law. Actions which 

force ASRC to land management decisions in haste due to 

factors (the new tax) beyond its control are unreasonable 

and patently unfair.

A n o t h e r  problem that we consider likely to 

develop that would be harmful to ASRC relates to the 

contract provisions of our several oil and gas explora­

tion agreements. The agreements provide for, among other 

things, a reasonable continuous drilling provision in the 

event of discovery on a lease. It is almos: a certainty 

that we would have to waive the continuous drilling pro­

vision until the law expires (if ever) thereby extending 

the period of field development for many years which 

would not only affect our cash flow projections but d e­

prive the State of production taxes from ASRC l a n d s .

A l t hough reserves could be assessed under a 

single discovery well, you wo u l d  obviously be inviting 

litigation.

-5-
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W e  believe that the Legislature should carefully

explore all alternatives to raising sufficient revenues to
\

offset n e a r - t e r m  deficits and compare the impact against 

the obvious detrimental effects of the tax on reserves.

.Several alternatives that have been advanced 

in recent w e e k s  that should be thoroughly considered in­

clude the following:

1. Indirect b o r rowing againsc future oil and 

gas royalties through a n ■"ABC" type transaction. Selling 

only a specified quantity of royalty reserves commits only 

that amount necessary to repay the loan. Royalty produc­

tion the r e a f t e r  is free from encumbrances. While further 

i nvesti g a t i o n  of the applicability of nABC" financing is 

needed, we believe it would avoid the question of con­

stitu t i o n a l i t y  raised by opponents to funding through 

borrowing. A r l o n  Tussing, noted U n i versity of Alaska 

economist, has compared the cost effect of taxing reserves 

against b o r rowing at low interest rates and concluded 

that if the State wants to maximize the value of its oil 

revenues it would be far better off to issue revenue bonds 

rather than tax reserves in the ground.

2. Another alternative that should be con­

sidered is advance payment of severance taxes. Since the 

producers w i l l  be paying severance taxes based on gross 

w e l lhead p r i c e  of oil or gas on a pred i c t a b l e  declining 

basis, payment of advance severance taxes on production 

w i t h  a r e c apture prevision after royalty revenues close 

the gap b e t w e e n  receipts and expend i t u r e s  should encourage

-6-
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operators to produce a property beyond what would other­

wise be its economic limit. The time of abandonment of 

marginal properties should be extended for a number of 

years w h i c h  w o u l d  benefit the State and promote good con 

servation practices.

3. A  third alternative that should be con­

sidered is a purchase option on State royalty gas with 

the actual value to be determined at the time of trans­

fer. An opt i o n  of this nature could be made attractive 

to large gas utility companies who may be able to accom­

modate the option payment in their rate base. In any 

event, the State would not be committing its gas reserves 

at a fixed price in advance of what the actual value may 

be at the time production commences. It appears to ASRC 

that this alternative may be superior to all others.

4. Additional competitive lease sales should 

be programmed to coincide with calendar year budgets of 

major oil c o m panies to maximize revenues. If the majority 

of the po t e n t i a l  participants in a sale adopt a budget as 

of the first of a calendar year then it is unwise to 

schedule a sale for the fourth quarter of a year.

5. Another alternative that has been suggested 

is advance sale of royalty oil. This appears the least 

advisable at this time since the value would be heavily 

discounted by prospective purchasers. However, as an 

alternative it should be considered.

-7-
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W ;  wish to thank you for the opportunity to 

present our viewpoint on the proposed property tax on 

reserves. A l t h o u g h  such a tax may be relatively easy 

to administer, it has gross inequities and applications. 

Therefore, if there are other means to raise revenues 

without inequities, the” should be thoroughly investigated 

and only as a last resort should serious consideration of 

a tax on reserves be implemented.

One factor that begins to worry ASRC is that 

the anticipated revenues from Prudoe Bay may not cover 

rapidly e s c a l a t i n g  costs of State government at the time 

production begins. If this occurs, we believe that the 

tax on reserves will not be phased out as provided for in 

the v a r ious bills with the result that exploration anc! 

development on native lands will be further impaired.

I

AGO 547343



COLLEGE OP L A W

21 April 1975

Hon. Nels Andersen, J r . ,  Chairman 
Committee on Resources
House of Representatives, State, of Alaska 
Juneau, Alaska

Dear Mr. Chairman:

I have given additional consideration to the questions which were 
asked in your hearings of April 15th on the matter of the power o f the 
legislature to exempt lands held by native corporations from an 
ad valorem tax. I expressed the opinion that I thought the legislature 
had plenary authority to adopt reasonable c la ss if ica tion  with respect to 
the application of a tax, and that the authorities seemed to support 
the reasonableness of exemption for Indians.

Although I said that I was giving top-of-the-head opinions, I 
fa iled to reca ll the obvious fact that the Alaska Native Claims Settle­
ment Act as an expression of Congressional intent may be pre-emptive in 
e f fe c t ,  and thus preclude the application of the general rule stated by 
Dean Gr? w )ld  and affirmed by me in my answer to questions. Certainly 
the Congressional language concerning the v illage  and regional corporations 
contemplates Alaska-chartered corporate persons who would not have the 
status of individual Indian persons, notwithstanding the requirement that 
the members (stockholders) be qualified as natives.

Thus, in summary, I would not want anything I said to be construed 
as a conclusion that native and regional corporations under the Alaska 
Native Claims Settlement Act would have the status of "native" for  the 
purpose of determining the reasonableness of an exemption in favor of 
such corporations in a taxing law.

Sincerely,

AGO 547344 -f-
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J o s e p h  U p i c k s o u n

1ST V IC E  PR E S ID E N T  
JO H N  O K T A L IK  

2ND V IC E  PR E S ID E N T
E d w a r d  E .  H o p s o n , s r . 

3RD V IC E  PR E S ID E N T  
W y m a n  P a n i o e o

ARCTIC SLOPE REGIONAL CORPORATIO
P. O. BOX 566 

BARROW, ALASKA 99725

PHONE: 852-6950 
852-6970

March 13, 1975

The Honorable Nels A. Anderson, Jr. 
Alaska State House of Representatives 
Pouch V State Capitol Building 
Juneau, * ^.aska 99811

R e :

SECRETARY
N e l s o n  A h v a k a n a

T REASU RER
O l i v e r  L e a v i t t

LAND  S EL EC T IO N  C H IE F  
J a c o b  a d a m s  

EXECU T IV E  V IC E  P R E S ID E N T  
L a w r e n c e  A .  D i n n e e n

H.B. 1 0 2 / 2 9 ^ A n d  SV b T  103
\--->

Dear Representative Anderson:

The captioned bills are of major concern to 
the Arctic Slope Regional C o r p o r a t i o n  and we believe to 
virtually all eleven other regions. It is our opinion 
that the language of the bills, as drafted, is extremely 
harmful to the interests of the native corporations and 
could bankrupt ASRC if enacted.

We are confident tnat you will remain open- 
minded on the issue of taxing oil and gas r^serves at 
least until you have had the opportunity to hear our 
views presented. We would like to offer testimony be­
fore the House Resource Committee next week at the time 
to be scheduled by Chairman Anderson.

Sincerely,

ARCTIC SLOPE REGIONAL
CORPORATION

By-
Oliver Leavitt 
Treasurer
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Nels A. Anderson, Jr. & Senator Kay Poland 

April 17, 1975

Public access by eaSv , except at periodic points, and coast zoning 
are not compatible. I nave not y et determined in which case the State 

is serious. And I am certainly becoming tired of those that live in 

rural Alaska being treated differently than those that reside in the more 

populated areas. It is time that those who govern realize, that we can, 

and do plan for land and coastal uses, that we are years ahead of the 

State and Federal Governments in knowing what the people who reside in 

villages want and need for the use of their lands, including beaches, 

and - finally, that we quit serving in an "advisory capacity" a long time 

ago. We are a part of Alaska, too, and demand no other treatment than 

that afforded other citizens of this State.

The Governor, the legislature, and every sworn official of this State 

are charged with the administration of Government according to provisions 

and the law of the Constitution of Alaska. I would ask those that want 

to own us before we receive our lands, to look very carefully into 

Section 12, Article 12 of that Constitution. We are getting to a point 

where this State is becoming a worse threat to our continued existence 

than the federal bureaucracies ever were, and it is pitiful.

Thanking each of you for your individual services, and for your 

contributions in the past, I am,

cc: AFN, Inc. Board of Directors
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A L A S K A  F E D E R A T I O N  O F  N A T I V E S ,  I N C .
1675 C S T R E E T  

ANCH O RAG E , A LA SK A  99501 
PHONE (907) 274-361 1

In teg rity , Pride in Heritage, Progress EX E C U T IV E  O FF IC ES

April 17, 1975

Nels A. Anderson, Jr. 

House of Representatives 

State of Alaska 

Pouch V

Juneau, Alaska 99801

Kay Poland 

State Senate 

State of Alaska 

Pouch V

Juneau, Alaska 99801

Dear Nels:

I am concerned and wish to enter into the official record our 

opposition to the proposed legislation which directly affects the 

people that I represent.

It e m : Taxation of Oil and Gas Reserves in Place. I think that the 

basic concept of taxation, especially this ad valorem tax, is one 

which will require a large administration: certainly the addition

of persons competent in this field, not now in government. And, 

until production is started is so fraught with variables that the 

prospects of litigation is great. This is certainly not the method 

for insuring the continuation of government in the per'vd between time 

the State goes broke and oil starts flowing. I p a r t 4 :1 larly fear this 

tax, since history proves that none have ever been ramoved from the 

books once written. I also fear that a specific exemption for Native 

interests will not be sustained in the courts, and that in spite of 

the good intentions of the legislature we will be taxed, prior to 

any development or cash from the resources.

I t e m : The State of Alaska submitted a disastrous bill in its initial 

concept of Coastal Zoning. I find much fault with it, and fear that 

absentee planning will also take place in substitute provisions that 

I have seen. No one ought to provide plans for private lands, save 

the owners. I speak of more than an "advisory" capacity. The State 

of Alaska has not demonstrated a willingness to assume this responsi­

bility, although it has been authorized the planning capability for 

years. I am also mystified as to the rationale of the State as it 

relates to Native lands, not only do they wish to plan for us, but 

they insist to the Department of Interior that they must reserve a 

right to a twenty-five foot easement on potential Native lands found 

on the ocean beaches. They speak with a forked tongue, on the one 

hand to you - they want and are capable of planning, and on the other 

hand - to Interior, saying in effect that no planning for Native beaches 
is necessary, since we want an easement there for the public.
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A major House leadership bill on oil and gas was 

introduced into the House of Representatives this morning.

The bill, which would provide a tax of oil and gas in place, 

carried f S  sponsors. It would provide a major share of 

revenues required by the state to fill projected budget.deficits 

which would otherwise result from delays in construction of 

the trans-Alaska pipeline.

The bill was developed by State Rep. Steve Cowper, 

D-Fairbanks, at the request of the House Finance Committee and 

House leadership, and was introduced carrying Cowper as the 

prime sponsor.

The bill included as sponsors all of those who 

had introduced HB102, an earlier bill on the subject developed 

by Rep. Fred Brown, D-Fairbanks. Cowper noted that the sponsors 

of the new bill include nearly all House committee chairmen, 

as well as House Speaker Mike Braaner ana House Majority Leader 

Mike Miller.

The bill went to the House Resources and Finance 

Committees. It is expected to be among major oil and gas bills 

to be considered by the Resources Committee starting on March 19.

C o w p e r’s bill would levy a 20-mill ad valorem tax 

on oil and gas reserves still in the ground, and is designed to 

draw taxes primarily from the Prudhoe Bay reserves. The bill 

also carries an automatic repealer that would remove the law 

from the books at the end of 1981.

The bill would draw hundreds of millions of dollars 

out of Prudhoe Bay but would give the industry a credit against 

future severance taxes. In other words, the companies could deduct 

their reserves-in-place tax from their severance taxes that would 

otherwise be paid on Prudhoe oil flow after the field begins p u m p­

ing. The companies would be allowed to take a credit of up to 

50% in any one year.

Under Cowper's bill, the tax would actually come into 

effect only when the state's general fund dips below $ 200,000,000.
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THE FOLLOWING DOCUMENT(S) MAY NOT FILM 

LEGIBLY BECAUSE OF POOR QUALITY OF THE 

ORIGINAL.

i



V-iWfc

t'h-3 Gcvtr~ s b i l l  prcpcBing =n ad y s l oreia tar on t
   «_ * • «

o i l  a n d  5 as rasarves i-\~b v i d r O  * ncrrov e ^ s p t i o n .  n o r  native-'- • |
. . .  -   . . .  . . . .  *

Ovfncd 3,£nOSi b-ti v o n l d  ~ insclfcnoa 5. -tax o f  2.0 n d ils f

u p o n  tbo £'ull valnt-oi p r o v e n  oil and gas r a 3« r v a s >  suhjdcc I
-;•'.  ..•■... . ■• . . • I

t o cu b  to in. OKCxn'iptionS. Section 43,. 53^020(2) p r o v i d e s  the , «■

r a l s v a n t  e;csr»ot±oai ; . 1
....._. w{j-ny-intsrast-©xssiptog ^rds» b y  ' ' ’ f

EOv:, 21 o.B the r>i*S>Ha Jr^tivs Clairr*.
Satfcis3M»nfc Asfc {**^. $2-293; 63 u*s*G, •
aoc*. 1620) • I s h a l l  b a  sssspti ̂ b "" " . ‘ •

r£h'2s r n a i v e  inbnreots in o i l  aiid gas lends w o u l d  bee feasefifcpS 

by vjhafc^v^r esieaption is provided by- tbs ^Gda.taX lew, J>\\t po 

iiiora* ‘ . • ‘ I

f
d'hs Ss ttlsmor.t A  i t oxv'-pr-?. certain .native-cr-ra^d • • )

3.a n a 3 rrcrp. Stato psop-rty taxation, but so;-, l a n d s  thivc SVC:
\ m d e r  Ic-iuua or d^Vo 1 op a.-int, Section 21(d) p r o v i d e d  in role:- • j

!

• . ' ’ . ."I

”ileal prOpO-ty interests convey set,. ‘
pur cn.vnn b to this Act, to a . . , R o ^ i o n a l  j
Corporation v?hioh arc not developed o r  • ■ •’
leased to t*ai“d  oorti»=">, shall bo excsjjrpb • • •
f :•;<>•$ Etata ar.scJ looc-.X rca i proper hv ta;;;-:?
i » N V k J *  r *  j  t 1 •: f ’ '*3  t ' j  ’ ’ * J  \  vs  ■VI •> '  / V  *• V**’ v / i  j  v •-«■ s i  «  A •» ^  ,

43 I K B ► C . £ 1520(d), Thus, unde;; tbs wldia v o r d s  o£ tha Act#

Only iiCcUv. P'.bpi* . vV £n ■■• v - ^ - c 3 {?:•(“.•~-i ../ j' a r c g r ona 1 cnrpcrabiiin 
•ci.-ivl- a*:*o not loped o r  X-eaaad are free iron*. p r o p e r t y  tr.u- 

fcfclojl* r5* bep* »o- P2-4C5, 32d C o . r - r . l o t  Soso* 17$

AGO 54 7355 -f-



(X>5?2) (only ~h.r.abv tipped £>.'?d snlSASeii* iassfis a r e  exesx-h fzos 

proosrty t e m  iion) * X-£.vnds vihich are leased o r  fisvalousa nro

f /
fi;< lv t u n a b l e - •' •>

rax. txctrrpciana a r s  interpreted. strictly- SyDinst the

-soso-'t-ious of bns onci-^y • crl«insiag tie eresptie-n nr?.d in xavcr

oi: t h e  taxing pcsar- 3 Sutfbsrlsnd?- Ststutcr a n d  St-st.ustry

Cor s i r  cot ion S 6S„0 2 ( 1 9 7 -  Tn ibb VCStdi? of psse? courtc

^BrssTspti-cns zraci toroticx: cl-rised -mclsz: ' !
legislativa n e t s  should be rz-gicLIy c o n­
strued srid established beyond r e n s o r d b i ^
'dou.be. Xc is- o n l y  v'here n delibc£*t--t 
p«rpo:>o of the X-o^iolatnre to grunt toi 
’ exemption is express?! in clOfeb fcbd u n­
equivocal torras t h a t  s cl&irt to an.
t ioh Oyi>;. bo ?i\5sin.tainad»,l . • \

~ ■■—t — •
C l a r k e  v. U n i o n qrru-sf Co. y 1.92 >;d- 1 2 7 r 03 b , 2 d  535,- 633

(1949) r . T h b  &&$.£ rule of ysarroyly construing ener^h-ibns

jfooa i.t.Xihion is follows# b y  the Supreme Cwasrt o f  th o  United

StntcOv Sfts Sl n gler v, J o h n s o n , 3D4 y,S. .741,* 75X-2 0-952)?

c i t i n g  Coyrd n nioner v , J a c o b s o n ? 33$ U< ' -, i u - 4 9  {1949},

e m u  H elver in*? v, bo-r.UvoOt Steal Soiling b i l l y „ I n c . > 311—  -     -  *K-  ■■—-.•>» —— ■ — 1 1'. ■'«* »■#• /»J
U..S- -OS, 49 (1940). . . .

*/ Section 21{d) also provides that (-.hi =ab-pnrc-y .i;:'cetr;s:'c5 
in any native jUcsds ate taxable, aba issue here:, however* 
iu V’hotbcr the: regional corporation's interont in tgxtblo? 
tindit undot tht- pro-minion quoted in the text, cle&srly no 
cwowption o.xi'iti for leasee! or developed land r

Z*/ U<:dc'4 the anight of authority, this 1* of strict ooy;-
U tV n ct .io n  i s  a p p l i c a b l e  o v e n  v.’h o re  t h e  v O U ld -b S  -ta x p a y e r  i n  
& c h a r i t a b l e  o r g a n i z a t i o n , .  Su fchsrlsr.it, y t t r q , .  g 6 6 ,0 9 ?  t f  
200.-' 210 vu 9- i'ha r e g i o n a l 'corporcfrOn'sJ~in -o.vy event, v.r-n 
a l l  b u s i n e s s  c o r p o r a t io n : - ,  o p e r a t in g  !,.u,\.: p r o f  i t . . 55 43
S 150 r> (>:!), \



; T h i n  r u l e  should ppply particular force in

srsdpruirc ores«nption-?- for native groups u n der the Suytlen-vxxb 

at- &  bkiiic p o l i c y  of t h a t  Ant u-:tS to avoid ‘’adding to the 

rcsgovies of p r o p e r t y  and institut5.ur?u enjoying special ta x  '

nivi.lugr-sr! (43 u rS_Cl. $ iGOl(h)}, n d  Cor.gtc?? indicated 

hat tha o>;>r;pa.ior.s g r u n t e d  vere "lirdted* e n d  only those 

aeceGssry to o t f e c t u u t o  .3. sett lament - - ho,

2-405/•£££ Ccno-,., l o t  .30?b- 1G5-D2 (1971). Congr e s s  also 

ucoynissti t h e  -troublesome problems cr-satod fey the grunting 

f special -c&>> rel i e f  to 11 racially defined institutions,"

•v -
A c c o r d i n g l y / neither the Gover n o r’s b i l l  nor th*<? 

stiilsnent A c t  c a n  b e  conshxnsd as e x u l t i n g  natives lands 

r.dor 7-.ucv;t o r  dev. i c ^ o n t  from opayu.cion of the ad valoren?t ' . .  ------- ------

•ropQJcty. tax. B o t h  th*? regional odkporat i o n a ! end 1»iseg(?$* 

■nictvtba in s u c h  land* could fee subject to the srtt.o tax «s 

:.hs u o r ro^pending inforobfes of non-natives o t u  their 

Leoueeu -> .  •’ .
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Congress thus round that carLain l i m i t e d

Coemptions ~~ liia ited  both it's iin=s and nature —  ware

■'T-̂ OTssri^sy t o  cC£cchua~e e sstfisiKnt*5 and ;,c-5
h a d  to he b a s e d  o n  radial distirtrbicns* S. Hep- *?o, S 2-4 05*.
5>uora, at 105 > Thu raccrt-pt b y  t h e  native5 o Z  t h e i r  cbryab-

s e t l o r  under the ~.c-t «as n o t  tv be s t a b l e ,  ansi f o r  20 years 
% •

■fcfcers was to b s  no illation of laud5 cot yu t  p r o v a h  valuables’ .

by O- dovsviopaent o r  leasing, Beyond 'fchosu ^nynptiQbt.r
• : ’
. t a x a t i o n  or native- interests vas to b e  the saras- a s  far .ziOn-

hdtiv^S, 6 ltd ?,t^vitogob'i$S o f  property and institutions 03)3oy—  
dn g  special t a x  priviXv-ydv" were r.ot to b e  c r e a t e d , 43 Uv3»C,

3 1601(b) „ tfurther, the SetUoftont ftcfc rpoiiirpd that the 

regional corporations be incjdrpd&svtid r.Vidor nlaskttt 

2.«h? odndoct business fo r  profit . 51 43 U.SrC, S 1601(d)

(owphastisv lid iod ) 4 These ware: not to  bs» cha??ibubifc in s t itu ­
tions- .

It hito is significant, that th?« li;tihnti<in OY> nfvhivcr■

•fcajc e x e m p t i o n s  v a a  e x p r o * ;? . ly  fcy<» n e s t e d  b y  t b a  Sfcafcfs r jo v ^ r n -  .

risnt,. In his to the Congressional cohmit.fcee,

Gov--?rnor £Kjfir« stt.vOd that the State oppoiidi 11 [tj'ht esftab-

iiniiiii&nt of tan c-Keraptionss applicable: to d e v e l o p e l  lands or ’

hav.>rovc.Tients,T ownsO by n ative  group:;. .

0Though the rue.**'.; Iran';far and pos* cession 
o f the cenh appropriate':';* and r ig h ts  in  Xfcr.d . 
s h o u l d  tto'c bw t a x a b l e ,  ?.-‘.-u4 ‘,/ h ic h  .!:•; ns :.:-r i f o r
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d # v L  i:a':rec-rios nr;C income and a s s e t s  
p u r chased r r om. tSSTXnv&s to an h a-ul u t i l i s a­
tion of the jconey settlement, .ghould b e  tftfeftbie
to thp__s.-nm,o -ar.tcrit: cs othsr c o m e r c i a l  : C n >.,;

T'hir pi lie 1  w o u l d  be is a c c o r d  with the dmsirc to “

’’.v.llow tbs ste a d y  ar;d regulated levelcpr.apt o f  oil.lauds
• * V ’*

pr-lc-rshiy 3 s Ong cooregrablvo imit - - » >-* Kasurings on

H-If- 3100.- B »XI > 7039/ and 2Ia.r(v ~^32 gftfprg the Sx&COirtm on.
«  •

I n d i a n  Affairs of the H o u s e  C o m ,  on interior a n d  insular 
   —        — ~— -

A f f a i r s ,  ?2d Cotgw* 1st S-ass- 123, 1 2 0 r- 131. (id?!) {ejaph^ls- :

fcctdsn), It. vfCnXd b e  ircuiic if the State l e g i s l a t u r e  v?$*$

uori to oopaidsr preciatXy t h e  saua sort of ptfo£c“<3htiaI ta x

pjfiyi£&y& that th.~ St«bO opacsod bu:cC?rs the U n i t e d  States

Ccrgre3-3i- • .
• . • 

Tho SottlOtfitnfc &*fc V|A& * joint o££ofci? o £  tha

llrritcni States f ths Sfcats o f  Alaska, fh? n a t i v e  of. the Sttttfe,

c m d  swbatous private p a r t i e s  to rsaolVa c divisive- and locig-

sts.auii’g legal dispute arising out of the n a t i v e  land

T h a t  X© g i slat, ion - cud the institutions dstabllobwii pnrarcurt

no it? should not no w  be t h e  sour-pa ox n e v  a n d  divisive d i e —

pnte«- B y  to g r a n t  a w  ta?-; priv.U*$i*s- to fcativa- •-.

oc.rporat.inna —  privilsgoS which ore ur«tf.tecedi<nbsr.l in the
* . * i» • •

ravessvia law’s of tV.ia State —  the legislature: v.'on'id b e  r.vii’e x -‘

wining ths ptlivuur of: the Sotfivr.'.:,;;-. hct? st>ŷ ,-i.?ov.Xd bs 

inviting a T.0*> n o r f e  of dispute .2 t e w a e n  n a t i v e  and

’ AGO 547361



interest ta in the Sts. >u_ A t  a ri-efhnra, it. is; c l ^ a r  that 

a s y  SsSwi discriminatory privilege;:- be ji>i>uil£au by

xs?£cixance to the SettlssKcftt: Act.

c o v i h s s o s  £ a m r a c ?

i
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Co v. r. t r A n  chor I ty

B n t in g  3 i n 2.t o  h r -rx in g t- on  t h e  S e t t l e s - e n t  h -c t . i-ho 

£ o ilc7V .in .y  c n Z io q u y  o c c u r r e d ; :

. nU?IxJQi\.> . ^tvilsv? bsis^c to tb.i.̂
•iltfiiypys •.-•r r- W*.*?* S.*. .y.y.-V-'

: PC

resrer 1 « X 3 • a  .JSf̂ sfcg* ■' :v
T rT  •

. . . .. _   , , ,-  f- „ .
: £  izzti oh^icuaXy i r  this jjs s a  re£~i.Iu;; sit’ t h e  etrf erir 
*' ciCj^xn?- I t  fronltl rcsasdn '23 it: is, h-ht I S  It :hs 
"the p a r i  a z  the l a n d  ta-in Is given fco feh-a in 
fen.- tha he:; char an ter of that, rdvil-h X>~r ciovamnd 
b y  the State o f  A l o s X s .

"sES3i5X)2t SUHEIiS,. T>3 t*s w h a t  X  -thought, 
r n  o t h e r  worths, rnio Isn't going to .roe in ths» 
frane of ordinary reservation. Thin v>iil .be 
bhtaioht fee cwirv* ohiuJ Intro will foe- 310 
tjcvrr.ee & r:r<v;\Q e r r a n t o r  tnytidng or? bhat.

:-Tr .s

nature.

c’S r C £ ^ 3 r  2c«xc;-;. xta JLwnn>: 

"Sih-VIOX SiX^lCrA of the. fra Xns.4 *

" 3 £ C i B ? * W  .^n?TO:^ Shat .is cossre-ch, yea-* 

jirar i n cs or. S . 35 onj S. S 3 o before the San ate Corv'n, on 

X n t o t i o r  apd Inenlnr A f f a i r s r 5?.r. Cong*., lafc S e a‘3>. 221 (I97X) - 

^X-thoV-iJb B ? c  entirely <r.Isn£. r>.in conversation 7i».ny svggfcS’h 
t h a t  fciia oueBtioa of tourncion cr exsnption of n a t i v e  iantle. w a s

io.fi; to the Stats. .

SlCvCi/Ce^/ Oi.-.X- oJosd*.'. ^  o t  Ictv-cf C'Orc. vsa'intCC Q„ ^A icC t.

-t.v>•£ -6 0 ./; cV\e-fc^: A-vr <T. VC. ? f-*JV\o-C (.J , (I 

i t  b e ?  

‘ StHr.::..-;.. /7?0 f-Ccn. (J*/,/ £  V  Pcor

C I ' i c t c C C / j  C.’’v v- - (%_bcVc^
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s t i l l  drcr&-cioaa«L*. X t  hsa bz&n a ganerctX p o licy  o f the ton

la%?$ n e b  to c«£ara£ tan exs^p'cio:^- of ss?*Btpt lessees:? to the if

l e ^ e e ^ *  J‘4Awk>VK#4? s--Vi::i t-e ration woqlsS presumably reraaca

*ov^XtiV rental's t=nice: th& ecr-arpt loBnaro night b-t

able- to oqjb&iiv tUss. cspuati- r.c-Xa tbut sy.cb an s riant: w&s "toc-

xes-iots erne: iriirooi:’ to bs- given Xe-gjLalativa- £ > 2 n r

O tl- h b o rA - a  r a n  C a r s u n  v ,  -Tsfit n s  C o , „  32S u „ S . .  34>* 353 ( % $ % ? } ?

• • » 
v n  G a v *  ZG2 T J * ^  2 S 4 , 273 (1833) f  y , S .  B s p b ,  o £ . . t b t s  .

tntorior*- ^edaral xy-aion Xiav 851-51 (1333) ,. rt r.&S fcfex^o-
. . .  • * * • •

ior-a p e i n t h o  policy o;c tirin State not to enter! enemncicaDo 
•*’ • • 

to prof 1 t-r>sbincj le3seco- £*([.. 1950 Op*. iteu*&a 3vth'y Gen,, . 
.* % ’ * * 

iso- 25? 1353 Op, albshu r/ch' y O e n * . 2ic>, 14,
•ju • • . ' • . '

• iff stay -rtormvie, however, that: contrary t o  prior 
*«. • • 

prj,l5.cy nrri: precc&WfcSf the St?, fee Xayisltvinra r.bulcl conolv.fio •
•/’•W

•V *

t h a t  e r u p t i o n  of future lasses* of regional corporations s?a» 

o f  Eufi.icient benefit to the regional sosporaficns (Sracaua*

/IS’’ . . •" •■
gxc^tio-a, wou l d  saa^o nntiva leases srclafcra&ly t,u>rc siiruot.ivs-

V;&:’ •. .'
to bidders) to rationality a ne>- t*x privi?,oco. B u t  if the * •

~/v*' . * %
* *'tf? '

r o g i o i a t n r e  ■ vrexe correct in thafc. pudspent* tic? in^apsiioeht

r»n-:Q s e r i o u s . constitutional cjvsestiono are ralsatf ,
/<£• • ’
‘i'irnt, tho j r.Vr t if lea t icn .cor th$ oxtttpiio.n i?ortl3 bo

the &Q $Zzo'ia benefit the stocrr'.holcrrrs? of tho rogicuul corpses—

tiojis — "till.of who» by lav? •:;••: ■ a.- t-siro of vJir::.: xv.Ccs —  nt 
V:.’

t h e  on pan-jf:. o f  t h e  e n t i r e  t i ' ;.::. : . ; r r r o f  th e  S t a t e  v.Jh o  v -o a l i
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-s*x- -■ -

■

shAx'C in i:-1- trow art Oihftrv?jL?=> app.i£j7x:->X*j tftx-

.firsts; legislation vhioh -?o explicitly' to bsna- |

£ifc jnasibsrs o f  particular racial groups is h ig h ly  suspg$&- 

* m 3 & r  ti?.e Federal e n d  Sr.ats constitutions. £

c • Iri*I
1
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?'or in v- ZHns):- stsfrs OeY-eioripert Coyp-* ̂
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376 7- 2-3. 7 i 7 (T'Cs.aax.n .1262) < ^ t-T"\:p oX t.sr-ipAŷ i.'S sought 3. 

oocl&iNStOry nndqTP.c^c Userc-xir:-;. alia... the constite-

tiCsT7f:XiS:y Tutelar JjirfcicjLu I;-:. Section A ox ths Stats* c.cn~ 

stitoAkicTi o£ s  V&j* o.-:cineti c;5> ~ CvbiXs unr/ucucssxlXi o n  tha 

?noxit-? oz thsir cl-kiri- th© etaiuiiTv> cf the 'pis/p,stiffs waa 

n o t  sjussfcLone*)-} Q -  s night sook i-.n injunction

o x  nundv.rnus to cojspiX th e  collection oX the taxes £to-: tha 

x a g i o n a l  c:oxpoxvitio n :> *. Thrus in V?nir y , T&x COr=b*n> 397 

U * S t C‘04 (XS70) > a pro.potty owner sought an itfjuaetiop to

prever.-h th& K e »  Y o r k  City ‘Xc?: Ccxxdcni0>7 srfe?.; 'grant 5.r>g
# '; :

vur.xOvS eccsjasbly unconstitutional pr-op-xrty t in. exrr-phion3
.  *. *• * *

t o  .rclis-ipes «>r5*ni n a t i o n V ? h i l e  un3e cca.?»iul ojj thfe
'■it';-.

Tivaxits, the plaintisf *ss « tending 1*35 '»ot ekuD^fcgsS, £n
\"v-

G?:egx> v» 3?)?■ T*\ Supp* 112? (ok:,.c «. XD"/.0),. a  ths^o—

juclyo court, on a shmf&ns ox cba plaintj.ff{5»’-'wib9ti3Sjtial
* *V*. .r ••' •

p r o b a b i l i t y  *os success* e<jĉ y?fccu {•; pAcli^navy; Ijvjvc^cfcion

the granting" ox *a t u x  exemption to sXlujgadly
I J; •

ro.cieiXy fliccriaineitosy private schools. &• farther cxoirpl©

;lr> K a l l G w s v. J?£ggn/ 315 rW?.d $3. 6.1-62 {con-v> ID7;':) . appeal

tl-v&yissydi *?:0D U-9- 1009 (XS73). Thera the Connect lev. t

S’unrorae Court struck tUx-m or* k s >: •X.i;:or.\7n'.nutio;n tjrounda «

vidov;* <i Gn'unphion frori ie^uhiort o* Oiv.li-nri Xixcon-i:

111 hhU- -eg kci, thu nppuxcnt inc-ox-tunCO o-i the
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if.Qxix<if 'j. vîrs-/* '.hfr ur;ccn:; r itct ior.VtX* Jo-?

stroRffXy ?.ncii2xsa to fiatiforce thsr ti*n g a i n s t  all tftx- 
pr.y^zs, “vxtnci^-c xegssrd to t h e  o-.^"?t?cn- ?--y- ~ ntah

P .C*>- y. ?;co:-:t > r;:f *3. 2 5 5.. 155 ii£32) s

fTivc iino. i?-D warrant. for cornelt'dih^ 
VOf-h t&<: X$-r;r;?X4-i:-tire V'wtsl'X ha”V=3 bsa& 
eontssr-: to sscrl£5.c$ an; Ir:no?rtpi;h 
revsvrn.e staenia L« thsr svsnt ^hsst 
t c l iz z  fr-OR its bardsss in x>i-space 
Of P^s.’tirelur ir<ctividusi5 shjcnsla
becosis! in$s£fc*ctive-,f . . '

Finally f >. excluded ryoproEii Pics-phed
* .. >i

class ha* s t ^ u i n o  to cfc«Il®a=*3 tna coo s t it at ion a I ity of: 

t h a  s t a t u t e :a e u e motion. Ekis canid ba done in- an- action.

K* • •'%$
b y  tc.a tazpzy&x to jfocPV^s* ths paid iu;doV p:rc*;est.

*/;. .

B-<£* ? ft-l.t.lou Sto.'c*?,. lT.yu:n v. F^na.rs- 3SO i t $ 2 £ r  £25- ''
V .  ■.•;::•■ •

25 * IS. :-r-w.:h o. chaileuvj.a succo-aT-f ni\.•. tbs?
.b ■

?t-ahuta v.-onld. bfi c i t d X u u n £ :of c-scotb'ie so • IdscjV's s  i-ht

■. ’ ’ &/'
c."r;*w?vAOrt fowaxnoa in effect-- ? rc?.n*nably tha .roanit ootid

• • **••■*
t h a n  jbs either a clacisicr? by tin? AttOArnfcy Cvt^ot’o.l that v»iO 

C-Mv^:ptio;'j should be ifj^oy?;d (s-as sbbvs} ? or zvsanancmant 

o f  tha tc.x vntovibioTr without the chaXlnngod o^essptioY*-.
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ccjntiizitiuv: IcaaX th at \vwL*Id i »  w holly  iaar p i i c ^ b la  Uo

a I>ro?.cls:7 S tsito-rrrant:^  oaezspbic.o- Tha United Stal-aK 

^vv=3rEHi£iVc1 ■? plsxsary pc-rar o v e r  Jsiuiozx a f fa ir s  exc-tP?.* to  

natiteri.- rj£ t:30'ai.U.»r end t r  sabc-s o f  Xiwiaiia bho Upftad. 

St?.h*s stay exempt Indiyn  laird irom  S tate  £.xir;tAt>:i_ Saa

KcClgTtaivsn v ,  a r i^ onA ' Vc/.> T~.n:c Cp^j^r-.,. *51 j  ’J. S _ 164 (X‘i73> ?
?

D.5*- P op as o f '  tha Xaiossc^otf, Fador^I j o i d i ^  fity. <1733}- 

X t .\s liy  vxrSssa. o.C v-ha x;~d«rr«I ftov-rjrr^erst's h'noicjiie“ obidv- 

c f jb ia s  to%TS£ Irrdinrra U jsb CcuscK^&s vjsy

find xav.ieasally &*?£yr*-svi” p^vtfe.cciiafc~ a 1 IfctjialapibiVv ^o:-rtcr?~

v ,  K *a«S£i.f 4'f.7 C-5L 535f 555 (13?4;>, Tfcs h v W X w w t. fcdfc

"£>y i}i?i?&3«s&:fcy** est*nx:il’?4:itci ’ ’r a c o .i l ly  -J*.*? inset.
• * •

cead gsnsftfcsHV tsxa&fr the? Xiiaiusd fobs eiva<i'ptior.-5-.
V  *.' ••

' l̂b>*bV'3rOC'y ' t o  cSSfetruUajitt £t Co^yZSh?) p;rc>VJ.d~CL

t h a t  otiKr.r.wb5:s- tha •*•>•£: &houX<l It if.‘;>'.,.v<;'-:.-/ite.d •<:& & v px&
V  • •■ ̂ :

r\vHAvUiby t\o. voC-. sPlte^-ox.; o.t PX«tpst i.y and on-
** * . \

>•: ,’>•■
-'toyxr.fr- ap^w.nl tar privxlocar? 43 v.5^C- 5 X & W L («>*.

' ?/. ' . . . .  • %
I’iva papctoixXax coftifv.It.w4uio2'ist\ xo;t Stive Settle-*

 ̂ • *^V.
vvzrit. h a t? $;'i?j»ssiptzo«3 £;?«$ iri to v;r*y znu'partrj 3.<v:/:Vciî i*.cy

■ •• ’ *<*Vv''.
of Stater XeginX.atn-s1 e  c*raiT?:&j»g fops jpriv.i:lsgs-<--

to jcauial .by ixrsfolfo&fcions.

*/ £> Hap* .Vo, S2-43S, <i:,b:d Co-rj., 3.si; X0i>-i>7 f . W . 0

w .. . .  » •-> .* f * /..< ..I-* A G O  5 4 7 3 7 3



C o  r. .st.5. t a t  L _ r? s

■Xh= propos.yil iVr- to ex£a>j rjircrvs is.La.'-.to

Axro;--« t h a  ad vAj.or.~-.; crci. icorsld c.leasi.y adopt a ''rLci-dlly 

./defined1’ cl-tnslricaticn^ s., pep. lie. 52-405^ e W r s ,  et 105.

.fohn regional CQXpexatiOns establish-ed u&dct£ tb.a- Sja£.fclss?.;s>fe
.( ■ :
. A c c  a r a  v & o i l y - c a r t e d ,  b y  p r . r ^ a b s  s - i i o l l & d  a s  f t f c t t v s s  v & c t e r -
j . • 
v
-the- A c h  (43 tAS-C. g XC'05(^}}/ cl p5rXvilD9« li-.ri.bsd. t o  p~e2D»£i 
o f  orse— dearth Indian, Sskiao o r  A i a n t  blood, X&QS(b/- X t  I_y.

>.: ■ • 4 H  • ■ •
'&£yo <clc?nr ttcds’r.'fci?̂  Settl-assent: A c t  that cfto ba-ne.ticirsiy-

4 •* •* ’• * •••
t: torkAoIoa? ■> of tbs? ree'ioiial corpoovtbiojra will

■ •&
w h o l l y  native until. 1&&1* § Xf>0$(h'{l). /£•

V'-

’Che pxope-vxjti eic'scapfion thoa rastoos th*. cju^tiojr. cf " 

t U e  p.\vp.oi«ty of rprv-i'r-iny o tAH privilege to tfx'svsps. of «i par-
f . ,

\;;U>V>7v.ir rccclaX iiafojl'.};-. Xt is oett.lc-iV-o£ czivXw&t thn\:\ bthP 

States* r ir, tad fwasttiae of fch-six £y“J.n^ pew-sr. subject 

•fob U:0 jrewulr.-aaantd of th.o Hiny^X Protection C.lOVî cf of the 

X\;arfobe.:eth AwK'n&iiien i*r' A X X i o d  ■ Kf.orc:-?*. I s c . y„ T-ov^vjy, 33 si 
IAS. :>2.-?;- 525 (I'tJv Q r& h iiiz lly , Mvs <5fc\j&l protHpr.Ior. 

cX9Xta& !7kra;a not p;-rea 'p;.hht a  Stabo n a y  not dr'.V’-fi Xineo t-brt 

trcrivl: oils* claws o£ imiivic\oa?.3 nr. on I. it* os iron tip troiA

;i:Iirj other.? + , „ „ States? lav- Icir^n It-aw.ev i n  xnaH-iftfj

cXkSS.ilicshions nsjrt. cteiityii'ic: lines whiter ,y,> tbv;i£ judf/aiant.
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p.COu«i-Oe oz t-S;̂. jct-jIOn> ̂  Lehiih—Vv̂ Qt V- t 7>V-.->

■^aprS .i^ U .O  r̂As,--r<s C o , ,  yi± 0  t,: -  S  ,  O 3 i> .,. 3 5 2  ( 1 3  V 3 5 (hr>< r li 'nzj tj-j 

n  S k « - ^  -•‘•ay s'D.ijj^cb. co'jLzrccitxojiiBr iTur. r=c>t iiiuividsiiu-a«. to 

Valoren; tax&3 On parsonalty) *

T’ht? P —-2?os-±f-i i;s;; exception, bov?avoy;,. 0£>i.-S Jiot ?p v h >  

ordiunaocy £«pal protection. issuer, In is icaar‘ 13i5*fc-any ratsial 
cl-msr-fice >aOjj fsrom ro52;'.ci?.l a tale' pcwrcsii" (r<o'y/,'Â

v “ JL±ri:t̂ f'V~a »- 3S8 i* lo onrri.'ji- t-hh? heaviest. pari—
V • •

wi-bl-a prasssispbiSjr o£ tn eonati fcu rioon}. ityr .-.. ’ .
-  . * ” ■•

J7vir the ?.£*££, tr.o Protect! c m
C ?--tvs* 'uercu.cathat, racial c 1SosiSicat Io n ~
= . - ho Hobjt'Ohc-fi t-* the ‘nost rig:L« §ceu*~ 
tirv\'r ‘ ?tq>rarr».a.su v. Unitee Sfra-fcg s , 22 5 U t h  
2X4? 2X6 U.i)i4) f gyh3 - .if they «ivo 6Vef t P  
ho VphifX?v 'ticifjy lawst b& shown Lq !?cr jtee&a— 
r;-:u-:y ro th»;*C'*OJ«pl:l^hjafeftV o£ soms perrrd:;-
£-xb.\?j hi'.ete.' •«;>"«octiv-s . _ . „ t5 ’: ■.'* * • 1 . • •»

L O V t l M  V- V ^ . lnter fiW££<v* 3ftS tf.S*. afc XU Saa' a l so Banter.
* • * •

v* Brickso-), 393 U.S. SfeS {1965/r MuJnun^lia' v* Florida, 37?

v,5* X§4 (XyoQ; forai). y» t e o H o ,  372 U.$* {?,•»&&}?

• . ~  V r  • ’  ~  ■’ ' ■ & { * .

Ande.tson v. X/ti U*G, 345 (.1264 ■, ':v- -     ;  ; . ,., • •

U?fea,r:o;!3t±tutioije,»l.ity c.f a racial o‘Ui V '35X1 l*t-riâ . 

ao»X; n o t  tcv;v.oh V??0 c:h*v;c * loiiislatur* . :

t h «  el'o.Kfj i tictthio/v ^i/avi^ioao.. 7h& •;:o • ts:-;ltXc/. O ;;'•. X ity
• ’• • i * . . . .  •

t u r n s  c>zi vihoOhar tho ctlansiif icntion. vrorJ;*? to th;.? b«:*nO';-:>r- 

o f  a  ;rac:Kt ftjf rao&» ard, tfcarofcy, tha rloprivabxcrn

..of o'zbvjtxf w &  wi s /^ ihs ..1 it-  ir. by a octspaXXlv/y
i n b y  qv>-r,r;.aiag ur.u'r-.bory p ^ o S o - * *

. ^ . T d - ‘*All v - t y:' 3>’.'- v.:-;, «»t. ^'Withou-h
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Slich j usii floe tier, the rac.ihl ericas if £ o>. t ibn . . * i s
y ,  ! . * .

Fectae&S to- art ir.-idfli.Dne diacria:iuah£on forbidden b y  Eha

bcrs.ei protection C l a n s * . 5* Ji, ftt 122-^3 * I'hva,. :L.f: 54,*p-
j/o-rt-eQ by k  cdnpsliicgr Sinta in t e r e s f t  els ssi £ ieh h-ior . .

•tay s.: deecofto to he- j?ot 5.uyiclr o 133 ftu& hence •’,,: * n s V v h > ' r ^ h  . -
• * .

X£ no'c. ob swpportS'cU i*c is inVioioua. *:o >i »nfrtia:c of Xe>' aef * . 

I'm^nOti-rational.,, reyardless o r  hht intent biilrfi it.

•Iht- dtgreh o £  0£>V*C£rri. Pith phicb cqorca scrnbihite: • „• 

r a c i a l  Gl&ssiSiaafcions i s  illustrated by tha re-rent: Indian, 

brerere-nce cast- jftygUSft v «‘ Kaaeari* 417 u ’.G,.. * $ 5 (1974) „

T.hece the Unitsdt States Sirpretfni* Ccnrt Sedresnils t3nj' v-ftliflity 
o f  a fidera! st.itvvtciccy hiring px"af$?*nc-5r given to ra^r.-^.us 

o f  raccgaiii?^ XhsUon tseibos tasployr^t i  n th« .Eur&Jnv

c r  j_r;tixftq 7 xear”.. Hthvr eel v.p?:oi0211 g trtia j?mfercotc??, tile
* * • *

vOViht-'t j.im̂ Xs'aiss. nom^lu&fess castt eoasid^rabX^ doribh be-
• •«

• » s ••**

v a l i d i t y  ox t b -  ®r?. «•>:£ clasfsifj.cration propa=?l;t f a r  the 

.r!.lftoh:: tft.a bill, /hf.'v

_ noted fic'rt. that tho KtVi^tory P ^ g ?— h
.*. *•’ * * » . • !• *

e-.tenee

p rb tt-r 'i 'iir js  i s  r -ft ii t t e a t  r a t h e r  th a n  r c .c ln X  
. I n 2rft'I:ahc» '•'

£ X 7  K . i \,. Xr. 5 6 3  r j ;  5 4 „  Snro*/ b y  c o n t r a s t ,  t b s  A l a s k a

■' :. ’ • '1 • •
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vvonXd bo incorporating the blocfi standards o f fche= Settle­

m e n t  j\i.:ĥ  "Thorr: b &  n o  cft^rhion hr r  that {the propos&il

&K&&2hions j rsssi sc-l>b' upon -itithitct%-£•ns nrroti tccqrdihy 

tv* Losing- v- Virginia, supra, 3t?0 U-S-. a t  13..

Socd?n«r t h e  C o urt e:a&hasireS the

t- i d t e b i p  batweaq the fc^c-r^l -jt -/extraoh .*?s4 the pr&fsrraa
# »

.* ••
cciasi.— sovexeiyiv tribal entities,- avji the .fact .that, no

o^etrrhiGTj”.' rrvun hisriny stasdard# w§&.; g r a n t e d * .’ *

\h
£X7 l.S- rhc 5H4— 53, Xn ftacl cf tbeu-ia Eespacfca^ th-a prouee-hd-

alaska. fcax OKsir-piiatx con^as-^j. hutavcrcbXy . Urhi? S t ^ho oil
!•1 • •" •*.

?il uhkft hive no c tii 3 t itn t ion a IIy rerc-g^ipiu obliajehlC/ii -ixitiu

raspact: t o  ■native#, let alone »sltii jrcsfiis&cfc to raqisesrol cor—

At “
pot-fttipftG., Frerther- f|n> entities established pptstLavvh. to

l* •
tlxa ih-fchXaivethv/yob rtre-bissiiiesr. r:otpor.\*t.lfjnt .i%icorpd:ci2 '

v .i« ••

vivjderr t-hPtO lev.- and is; no p.-anse cft^Oy thO- pvlv.XXsgeo b f  

oycir-il-^csv^rclr/n tribo;;- Xilno.ilyv as Sjs jsore
» v; , • . .

^ . . '  ;J  ’ •
ttotPll' bob.y.-/* the reyltrvll corporation?* ttv crnit-v clc.htlsr

i *•

rohh.Vvv-hg h "bltnkep' qr^soticit J -• . i ,  f
.ho • ..• . ■

I'hird, dv-'jo.iv thft Z i\$tiri? tlrov.dy irnr ciccvjfl. .'hr

s u p p o r t  o f  the xedvxtl' p.taf arenca lorjiolaS:io>i> t’ha  Covsrf
. • • *•

* * ^
i n  Mi t o t r l  nch^rt.h^loh^ vntottc.rsV to iloterfina v-hothc-r" th'h

preftvinii-v.h thh ^cuitbtuhly o.nf: direohly ruluv.ti tro a Xejifci-- 

t-.utvi, nrrnzauiaily b=hH'b gos.J..” 4X7 lb5h ftt 554. Shut 5.2 fi 

nhtrfhxcvi ucnvwhht ;toro l-m inm'c th-sa it r.crrt'.U.y tp£.Vl<?cl fo:v

AGO 5 4 7377



p r e f e r e n t i a l  c l  a?, s i r i c a t  i  o n # . n r i  p r  opor.lv to  in  l i g i h  of. 

f na s p a o x iii  £ a c to r s  rsoiitiouacl in th e  C ou rtis  o p in io n  -

5?hsr«e ca n  be? «5  SoVLbh by v i r t u e  oC the h a rce r i d iscia ian  th a t

thr-a propose*! St a t*  Otfftgsptisn v?oaId hbVs t c  uudargo e. very

jr. neb h ig h e r  sr-rrcixrd o f  s c r u t in y ,

CT. JKvayj'lE K ct  S a c i^ i ly  £5.3 e l  ? fch~
C in r s ii is .u .t io c  K->$t Be ? ;a tia p a lly
Jr. a b i  t i  rbiu- •_____   •____ . •■.••.

-fis? Oi.ocus.vsii fibsxva, -my special teac. ea^npfion. fear-'
* *• • . .

reX;ior?il corporatiobs is nosossarily one based: u p o n  ft racial

c lu s s i . f i c a l i c -n ,  lin t f t  .1? observing  that: s. tec: claas.1—

f ie i-rc lon .. bovfc-ver phrasod , rnust co ’.:ioftrc. w ith  live ecpiai p r o -

te e fc io ft  vlftO.oe-.- That c la u s e  p ro te c ts  or.s* b

"IVq;;? state? ftvt.lon Vhicn r-olosbo him ’b u t  f o r  
d lftco iw i’.iftto.iry tbOt-’oVen.t by su b je c tin g  hifiv 
t o  not- itapos&3 on orhars o.'c tbn
exlc-.ss. The r ig h  h iis th* b ig h t to  a.’. ;sa l .
tbO^tivreitv-5' -:•••;'

ilillsboxoVHPi- V„ 326 U .S . 620;i'C?23 {XBZ5) - ^ h i k

ii?.e enroll pratbC-t-iO'h ^lav.Sfs eras nob ib.ptber- >:.vy5.d • seervdr*-
;.V* '

Jftents opc-n o  S ta te  v.-.vth r o o p e c c  wo .:iOn-raoii:l c ly .sa  1 £ i ctrt.v&w&’i
•. \vl ,’! ,- *

-’ rhe.ru is*. e. p o in t  b^ynad uh.xch -.1: ? 5 tab#inairoot g o  rcrbhOu?:

v ioX fttin g  th e  TJrrttal P r o te c t io n  C lause** i' h llx o d  S ta r e s , lu a r  
• * ••
V- RpVf©!ts>. ’ 35S U . 5.- ::-2?-* >•• 2 7 (1935?.

fi

'VX • 
' .'by
;>.;V
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T u u S r an y  'drrr-.jrhl of tl£fssr^Ece” in n tsuilng

rsse.sure r m s h  have a ’"ra.ir a m i  SilostaAhial'*1" basis. 71.

■S. st&tcs h-So li cronsticutionn 1. obligation to i>:ix airtLlor

entities:. iv, a  sbniXsxr laasjves: * In s t r i k i n g  i p v n  hlab^v-s

stfth'U ti? a'chtib inr-os-su: ar, a i d  clonal thx qjx foreign c'cxrpcra'clara

u s  c*£*p*>.r<=S i=5.th a d u K a s t i c  c o r p w a b i c n  csngagEu. i n  tbs- s m e
,*

Scfciv i t r v  t h e  S t a r t s  Snpb-sna C o n r t s b n . h a i  that.

tlxffaraAhiqX tteorrtebt the con lavsylsSst bSSad '

• • V  ' •
t'POJi s-oae reel i5.nl svip3t?>nr-iBl d i si inc hi oh f be#rir;g 0 . ‘

yGa^onrlp^r? j u s t  rolfttioj: to t h e  t h i n  i t  l a  irOtpOtt to-

v b i o h  S u c h  clnnsiflcahioys .is impose:!; e n d  sinss.ificnt.Ion ■

caruioc b e  ftSbittrftb.Lly hir-Jo w i t h O l d  a n y  bnxi'iy'
•,\b . ** /  '•

S o u t h e r n  Px\iA-,-?fty Co. v, Careen a, ?,15 U.S* &5?b- « U 7  0-910) •*.-«* - - ■.;• «>r»* ►—-■ — -• —  --*- —  -------- —  :— ■-*— u -

V

£i\i a.l.c'ol fcvvhor benrivg e.n the t)rbx>-:>aed eK*iap':icvr>
,  • i , ’ , •

fo x  t.k-t c.t.uo o f tcscjiohfti corporations 5,js tV.ar obvious..

K*«5&£<i*5st:/noyj~ro.^5:a e n t  d.iatincuion ciravarr by th-'rh bon„

. • * * ’ V V .**' *
T h e  native? i'c-^idnnX cr/jfpovjjthS.Ofts are nil ivXsvbih c o r p o r a t i o n  

vbv; «fh
(see. 43 U.S.C* gX' .ISCi-Sid;) c,nd thoir sbavoi^ja.1 o'rtr repxe-oifr-

• • * /f* * . ^• • * , « , .  « . » • ; ,

b  substantid! bloth of v o t i n g  cbtittns ivytbe StftCe. 5’hrrs-s •

•■ V? • •••h

V  ItaiSsr.stats ?.£V: s;^e 0 .57. . Twentieth Century Xnvssfc. Co.
V. C i t y  o>: J u n e a u 152 i\ 23 783, 73c- (AtaSfc? 2 VG1) (diii.rcyh c 
•tfcw bv5J?dt*?i»‘S- r-'utt ;.»? “i-'OvJi'ioi upon su.bs;hanhi.il and ran.-on .foie: 
d 5.£.::(.-. rsoc<-:r.-obivycn i-hq o b j e c t 1; t c -:.:<1") „

• * * *

Other o-picOS ot>£):ihg d.owr, I:-..,- statu bin ,“*::■ :• r-o.al protveoti.ou 
gr o s r i s  bnclvsh; tTir/r, inc. v. C- vi& ozo? 393 15.91 117 (2353}/ 
Ivb.eol.v.nu K^ssl Oskp* v. Glissih?.*, '137 ';,f;v '352 ( j .2-$$) 7 soyi.-o.nd

••; l\ir:':f '.••-•.;* Coiifcxnaseci.
’•r •

■:••■•> . ' ••• . . •
••V S : . AGO 547379



w h o  a x e . t o  b e  t-ft .x ed - b y  c o n b c a s c ,  v o n  i d  e s s e n t i a l l y  b e  ft 

x o w  ovifc—of^ssiafce cOryetk h 2On s and their xors-^c# i Son t s to j£c— 

h o ld a x #  *—  s  h o  c ' t b o l  d x r * ;  x ih o  rv V b  ri-xh V ftp b b  s e n  t e d  i n .  fcjy*s 

t s K i a g  S t d f c a ‘ s  l e f t i §  1  a t i v e  3ift 1 1  s  » . , , * *  i n . e t i j ?  t  Now
 7 , y

gft^o^bire,- 43 X.*T?». 3400 r <-402 {B„S.,S.C. ?bur* 13*. 1975}

O n e  Eiset: aftexbiorc t h e  lagifcissafcy of the State’s jbspesijsijf

t h i s  Bes# ftrsi' ftxeraaa ta x  da  th-t proper r ib# o f  -r e #  id ^VcrV
» •

\?h ilo- axexpif-iny fb a  cuih-o p r o p e r t ie s  vhe-p vjstzsi; by ft p o l i t i c a X ly
w*. .

ildciu^i)biol reniS-ehb gro-y.n, .ftxci etch action v?iY$X&. violate 

a t  less-v t h e  spirit- of the Sbate's cofi shitaciouprphihxt-vo.r; 

o n  tfttracion o* ncm^ra/tici-snfey- • property oh £ rate, hi g h e r  tbsh*

I V  :-,- . ' :x e s S r t e t t s *  p r o p ~ :c fc y -v h y t ,  X X ,  0  2 , .
:•:' 'V ■ •

_       ' •;/•■;.'•

VVv
T'C-otnOte v '" ’
Vv C h ica g o - bp.vc.n T.tt.icVrio-n Co. _, 2u7 ILS. 2ft (1907)? i;'-£lUei)?:atieiv;. 
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Hence even if . tee proposed oxcsspticsi for regioroil 

cox}>DXD.b:lq'VSt vrere not; {contrary to fact} base-! on, s. racial 

cl_a as±f ic^bion, any a as arc tie-d jus-tifi-catiqn lor the oxesip— 

t fon y o u l a  require earerul r s-sa-iirkvr.ioa,

P» P.fttiorvftr JiVohi£lcatn.ar\. T-et TVlOiW
•‘ ft Co'^xlling One, ItrLcte rqr <;n

Estate‘jjioft. <;£' t h e  Ke*~iorol Carper•AhlotiS.

Hr.- th b  ftt’OVa £m&Xv&;ls d=sr*>cstrata#V thfe- proposed 

o-'KYjpti.oa o f  rftgiortal corpor ft.b.ioirs free the a d  velar eei tax
, * v ••

scp.eh ?rec-b o n  fi XqgiVilrrate an-i substantial hu#ia> Xfc cannot 

I>3 j u s t i f i e d  ?j*,» vi <■»£ t h *  pol.lelea'i stthnutb of tija
-t>-.s:

n a t i v e s ,  or by ’«:>>.?: convenience) of focusing a. t.aic on ft f w
' • • •*!•«. * 

jnrgc-X' OiVi cc.‘.Ticxj'.iiey, .All this vovdi ha r.rv\> £ w a a  :ix' t h o ' '.

o^Oh:pt-.lon fis.cS r.ofc rant on fcba racial a£fiHftbiar** of th-a.
\v.' ’ ♦

rnvA’Tspted hhy-ii.its- Givca ih o  Av.-fc thar. th« ^cei^pt.Loh i~

arftcially based, t h e  State* e jttstiflcatioa joxiAt b e  ft. co'-h- 
** .• • , • . * ,

'•* V;;.
poXlir-y on«fe* '•A-.' ’ •*•• ••

h o rational j ust i £ icat.io.n, let nlqr.e-Vi co^pftViixh
* *•*■ '•’ •

oxu-*r exist?/ foh t o o  c;hhU'bior: v ~t is sho--f» eib’ov e  '•fch.afc. » c
• , ;

* :
just if itfti.ion cum Is? cisuertc?! t o  exist by reay-t.a of W)0 

Shhvblw’.wn.r, Co'Agi'JHi* <r-arefu?J>y v.yhihir! jUx bhht layifc-
. V

l e g i o n  uhfc i:;#uO of v?hftt ;•./:>; ouv'-'pt.h.-.Tt.;; v.n-.ro it’d y/fti# 3'.or.
i ,

noc;oft:--;nry to of.fooUiatft the nettlst ei/h, Jbn.-odo'n from prtp- 

ot'ty taxation of leased o r  c'-y*-v:7ic>.ri luiylt; wa.*s .v'ovvnd n o t  to 

h e  nacecrrnty. .y.:d Conr;ev:.'h= o^bcuv::: ihftt :n« trho *
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Act- <?.> G 3.G2D(c?) „ The ,r-,crr. also stvted 21 <jor,cx~J-

Paiss.c;y tiga:/. tii5_ re'd-.e ins'bic-ii'Cicra being estrJsli snail

S h o u l d  n o t  enjoy .special Lax aclvo.acages (43 :J*S*C- o iGOi(b)} ,
->/

a. v i e w  the- the S t a t e  gqv-ruwftnt ha-3 stz^bUbusiy ass<?rcca-‘~ 

Th>ts the Awiiga*g*t av:c- history of the Sat tlivsaric !•;:?_ weigh#

h o a v i l v  againsh, rather than for, tfea p r o p o s e  G h e ^ p’cion.
£ •. .

PresV;Vftbiy the tear, exemption vovlil b-o .fi^feisdea. tv>

.  !■ * > ■
tins theory that, the exe-iipted entities v?er-a newfy-ostab?.ishftd

* \  *  *

ccfvpai’cces: vxthovV. either' c-vbohua cia'i prc-.?Oht- ear.air.5s or a.ct
:,j • • •:•

0 0 ha h  1 xshed ctod.ir. base- !C&© thschry VvoV.la he t h d h  tot 

*f ■ •"
rogic-nnl «x»,t2?oxa,tioaa>. o w ned by * rjXa?.^ Oi ge?;#inl'iy tblor- .'

privrhtege-ooytri^V.iYps of vb.o State, bhuibisl £>Otf& ps.ri.aj 
'.. • ;i£"
o? y 6ft.tsv hc:.'iorG. thsy ooule. b e a r  tha barueo of .j. oob.utav.hl.ihv,’ f . . * . /

• %• . .’• • v‘7'.*
p r o p e r t y  tftS- /But' this barfciox;, JS.ihio

• --Vi'' .•'; i. - • ’
nr, * 2* initial. ?.v;vt.co~, on crxaiyr.io prove# to n o  rational

' h . .\3'
jif.stifichv.'ion for exeophlori f:con the gogpjpoat&itttU

. • It £(? [bmport:>uh fo r  these p:,»iroev»e.O to f o cus qa tb.O

■• • •■ V* 9 \' '•
n a t u r e  o f  th is'tsfx  in eraaaiiion- It is*. of rov.iov, n o b  an ••

■<>:. • .» • • • , * '••’ •
OPdint.ry property tax- ft io a ha# c - i ‘ .w>3 erres of oil 
,  1„ „ .   •  •//'■•■

V  Hnar;iny#,oa H.?., 5.100, H.Th 7035, ;’;nj JLlV. 7432 B s & w a  t h «  
8KI>CWk oil Xnuisn 7v£f$ir$ of thq liovs*: .Co:r-r.h 00 Xiyte‘£ ic ,r t&A 
Xyianl/iS £>?.<! Ccw.{-< 3at Jus::. . U £ 7i)
of Governor Eywrt)-
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ftnd toieovex, b y  v i r t u e  oi the es&ap&icm fo r  o i l  and

g e e  in t u r v e s  <hrdLag the first five years of .leasing or 

davslttssasnt uftfcg contract (S 43*5S.32$^3)} . tis* tsra as ft 

p r q c t i c a i  imtter i s  applicable only vhara proven reserve#

.nave neait avfirj-ftbis for <1 •/v&Xccn^jnt for a  orbs toxcti.-ol oariovl. 

T>x\t\ the a d  v j lc?rc-;;» id# n-ry- b e  cr edited a y x x n s i  pro­

du c t i o n  tc:Xo& for t h e  saaa proparty (5 43.5S„Q30}# th e  && . 

vo, lor ere taus xs in e f f e c t  w a i v e d  or re the. pfo-pe.L'cy As brought

und§i? p:cad^Ct£^h» F in a lly , by virtca. o f  21(d) of. -
• • * (;.•

V n »  S e t t l e s n t  .tot (AX rrv.c:.r. 5 l62Qia}) , tbsAfax is not 
a p p l i c a b l e  to na t i v e  lanes —  whether or $&?; h a v i n g  5tncw,»> o32L 
a r m  g #3 rcsarya^ *-»-* that a r e  net y-xf ivnv.ef develop;-;*aqt or

v ,;?> •

Oirfie these cb or u star Ac tic 3 of the th'V « r s  ttifcsa
. . * * f *.*• ^  .  ' • ’ e .*. • • •

A u t o  ftbooYurt-.r ciitirA .of And Age# cp q basi-t for the.
t *..

exaTuntior Ac. shewn to b e  t^,lvia.-._ tilth cuvb ;r^-io£ol eiremiu-.'to-d _

t h e  t?.M, VrC-ivXl ht a p p X  Acable t o  c rogionul oorpo.cirticn only * -

•: !• *
Yvb.ere the corpo.aifcion. p o ssessed hnovo yqriyr vis of. oil oh! 

g a s  tl-'-.t ht-d hc-.tn. rusdar i e n v e  or isveltpttyhf .'fwf fiv.o ysftiih- 

b u t  where roiuYiillbnnb product for: had not yet 'fc,*?v.v> raacheclv: * 

X n  short, the tn>: attaches ftbly vhsre' the regional corps; cn-- 

fior. ov?rn? kfiO'r'n heo-drvoC whi c h  l;^vo 3;es-n tscfrsr Xoft.nc for 

w o r e  than five ye- \irs bu t  a ri- *16r yet .i.y-. pr o du ir: tioc .. t'hv* ft 

taxpayer in this situation Should •>:•. spared taxatios OU?.y 

b e e n  use o f  his racial .identity ;• difficult to ruderstapd-.
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\iix~xi: the ra-r'.iondi cor^pprroiioi'; <jt:juir$3 ?;P,0 

lessor\s interest. in b?\ -p-iistirto lc-sr.> under tht SPttlssaiVr '
:

Aciii's s«slv3Ct:i-orj x>rc*visions^ pr*s\ca=tbl.y the nr<;;;ii;=*nt. would

1-$ t-ib't- the native corpora hioh should s o t  bp tar a d  b y  vis—

tur: o x  ih-o slow development: or the Ie-r.3a, a factes? over

w h i b h  biis natives b a d  no coabb'oX- 7;ut ssieh an ipcejuir.eftfc :1s
./*

e q u a l l y  v.^lid for aXX p^ivivba holders o f  oil o r CL. gas

e a t ?  Oi? tha ihrcbio Slops* hhe atea p f ' .printipal J,£ T?Ob' . • •.

oxslvsS-xvs r«l^vanoe» A a  la v.'gill khCnssi., Sevslosssisnt or the.
1'V

Slope, ba a  boao daisydd £0* ronson? wholly ov:bsiSa. th a  dvrr- 

tiro! o f  th e  Stivt-a and'its fsiiV thus th£:S£r-delays •

•mit.igaba in favor <j5 *  temporary er-sophlo',', £or a l l  rafcb{?£
• • t** « . . .

t h a n  -jcr»h’native -*■ intr-resc hdldor-e ...Shtre ii; 2w>‘justifiably 

toasi.r> £ov spari**,# p'rlv Lho?;ft i n torr>sta ■ tenact by &  s»oc.i£ic .
y-x

racfc't’Wr r a n t e . . . ;:. ••>".
• ’ ** • • *  ̂V

I s\ / /# *. *
S^railav-ly,. an w-itli ’ .’to prior

loaners car not bo b y  reason of. ftn lrre~di«fce cash—
- \ * * 1 - '

f i o w  p r q blfM £ « c $ &‘fay reyional oorpoirationp , Osa- diffipiuty 

w i t h  such n jus&U?ic-atxo» is the gttesfcioaable validity  of ifca1 

£ * a t-ttal, i>ron.̂ \=:-c;v T h e  ivuji Onr.l corpcocahxfrns r.rr- j:ow tfeir&ivlrig. 

substantial paysjertfcs frota Lhfe dlree* Native- Fund Csaa 45 U » S WC. 

£ i6Cl5) u rrid tha JWdrj.vp;?' ^ocenhXy publicized cvfScr to wa'ce 

^rsagor ipe.yxs -co th* State indicates UVjab tha raniorutl co.rpprr.a~

j tior.o pcivsld ov-v tho.ir fair share of. tha ban bnrdr.-n. liu x ^
' ' •;/.* • •* _ . .«

ai;ainf tho. npociai nahn.ro of tj:.-: •:••;_ vaXorev^ tn.v: uiasL b ■;*. booh

• .. i .* •

: V.  . .
* * . *• •• *•

• ~ •• ̂ ...
r-"- h-v-r*-' v' -♦••*.•

•• • • •• * |• »• >• * '*  *
A G O  5 4 7 3 8 4



i n  r\ir,d> ^ias.ca the tar is lizaitOG to interests .ip k&p»a oil
_• • - r

and. g a s  reserves -jndex davalocresr for a  fiv^-y.cfisr period-
•/

■fcne 'ccix is not b a m y  asserted against. nnyor.s ?>b.D has no 

p r o s p  ta for substantial r  evens as in the naa£
••• •

It second difficulty- of the c a 3 V £ X t &  justlf ieslbon
• .*■.

is t h a t  v-ho availability o f  tbs propocc3 ex^ipbicsi.weVJlcl

not. tUirn o n  the pSctenso o r  obsen?* of cash i-Xo'̂ .r refcbaty *
»• ,  « , * .

i t  -would tvfn upon tha x e n i a l  afflliaiipn of thei, tsrabl* o n b i i y
•v* .** • *•;•

S u r e l y  vhurs is n o  ccripeilirig or sva» Oibstaatinl i ueiiricicica 

f o r  Xiraif.i^ the er<esrn*cion to psniicrular reorel d e s s e s .

F u r therf t h e  prob-Uv-Y^ ifitiiere 4-C onc.v - ~

’ c"#. ';
cex? b e  cureft b y  j^o^yfeicms ptoro prop hr iy liudt's** t o  £feafc

problem-,. Tht< propos-eii c-xenooti.o.-i r,;_pnrently is. pot. lxoiteft-.

.*■•• * iv/-.
t o  fch* period pri.T.r to the X'coorpb of cash rayv.Xhioit, bv.fc.

w u l f i  cat ithd beyond the tine production hgcossVs Feasible axsci
.‘ J-;,.

V O & U S  laet through the a#£»i$.cs:>Xo period or tins hrcr*. Iv

• ••'•■ _ ...... ii>.
Ciish-flo'tf oriAxicnlty croald gvu-Lify it juosfc a  '£$ucnpr&:cv hiis'iic^

•• .,/. ' ‘fe|C ;v
t i o n  or? more pxonTrr.lv> & In etc deferred Ox fbei':b ;-.i vsa.it- Tate 

f o r  the .

A  blanket cxsvviv.on bO.r refjvnnai cirr.v-xa.tiox'.s'b a c
.- .i ..-  . . . . . .

e v o n  :u:?i.e jxlaYddb.Uihy v.lfch xesp-of to Xfcniirj h^riVttex *
*'.* • •* . ’.• * ♦ . * . ' • *

o r  p i & c t d  h»:dcn: dovnlop.siGnt. U5.Lh xoypect to .:'iuch pi’S Ami 

'. y&s. .tosorsreu* '%£*& prosotvl: iispsdi.:.wu-is to prdw'.';of.5-:.w.'. v/ill 

; • jjh'in-vouub.ly xrcl pxiot* (of f o u r -:.■, if clit kiprlUnetr.:"; c o n t i n u e .
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