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WASHINGTON-Six years af: e

ter Congress passed the Alaska:

Native ClaimsSettlement Act of .'
1972 providing the Natives with

mnlhon acres of land, the Na-

. tive regional corporations find.
- themselves in ‘yet another legal i

battle that threatens  to .drain

years.

‘Although Congmss also dn-

cluded $950 ‘million - in  tax-

free funds to help the Eskimos,

Indians and Aleuts with de-
velopment, little did the Natives
realize ‘at that time that millions

of dollars would slip through: I
their: hands for ‘legal. -fees; land j"
tracing and management, invest:"
ment consultants and the mam-

moth: costs ‘of forming . them-

selves into! ‘13 regional corpor-:

ations—a strict ' prerequisite to-
receiving the ‘money  and - the
land.

Now, the Internal Revenue
Service has ordered the region-
al corporations to pay taxes on
dollars that various resource in-
dustries are spending to develop
Native lands. The IRS claims
that since the Natives will bene-
fit from any industry develop-
ment, what the industry spends
must be taxed as income to the
Natives.

In addition, the regional cor-
porations are being prohibited
from deducting expenses incur-
red when the Natives were
selecting their 44 million acres
and when they were incorporat-
ing.

“The IRS is trying to take
away with one hand what Con-
gress gave with the other,”
said an attorney representing the
NANA corporation. “It’s just
not fair.”

As a result of this latest Na-

tive battle. most -of the 13 re- .

“fected: by
RS dispute. Under the Native
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many of the Native groups have

been ordered to. ‘hand ‘over' mil-
lions  of do,‘ 1 taxes

tives have not. been hit ashard as'
others, all will quectly be af- '
‘th tcome of ‘the.

‘Claims Act a certain percentage
of resource development profits
go to the particular corporation
involved ‘with' the development,
and the rest is: shared with -all

. 13 regional groups. .

‘According to attorneys  for
the various.corporations, there
are three crucial issues at stake:

~When corporations first re-
ceived their. money and; their
land, many entered into. part-
nerships with oil and mineral
companies. .~ Although the re-
gional corporations are not lay-
ing out any capital, IRS is say-
ing that they must pay taxes on
dollars the - oil and mineral

~company  spends on develop-

ment.

Bristol Bay Corp. ‘is one of
those feeling the immediate bur-
den of this ruling. Several years
ago, - this' regional  corporation
contracted with: Phillips Oil Co.
In retumn for a lease on the cor-
poration’s land, Phillips agreed
to spend $15 million on re-

} ' ‘ .‘ m ‘
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" “Abouta ym and a half ago
‘the ‘Alaska IRS office ruled.that

' Bristol Bay must pay corporate .
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The NANA and Arctic Slope

being hit hard as a result of this
IRS 'is, seeking -about

.from a’ deal it made with Stan-
dard Oil! Co. of California. Al
though lawyers- for ‘the. Arctic
Slope refused to - discuss;: the
case, IRS: nsubelieved to. have

. taxed’ the ‘Arctic Slope Regional
Corp. ‘millions 'of . dollars for.

partnerships it formed with at
least four oil companies.

“The IRS has disallowed de-
ductions which the regional cor-
‘poratiens ‘are seeking for costs
incurred whén ‘they were incor-
porating. . This would  include
egal fees, professional consult-
ing fees and the costs of organiz-
ing. “'According to the IRS,
since -the - corporations - were
not in business at that time, they

can’t deduct:these ‘as business-
related expenses.

~Corporations spent milhons

of dollars to study the land be- .

fore they made their selections.
The money again, went toward
legal and ‘consulting costs, in ad-
dition to geological surveys, land
management, salaries for region-
al corporation presidents and di-
rectors. : These expenditures are
not deductible, according to the
IRS. :

“It’s outrageous, that’s what
it is,” said 'Richard Bannon,
attorney ‘representing the NANA
“They’re being required
to pay taxes onmoney they
have never seen : It’s.an ‘ex-
tremely heavy drain on their Te-
sources.”

Since: the $950 million Con-
gress allocated: to .the Natives is
being spread out over an 11-year
period, the regional corporations

'has conteste

“lion which ‘the government says -
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(Continued from Page Four)
happened at that meeting, Trea-
sury is expected to solve one of
the problems in the near future.

According . to a Treasury
source, a recommendation has
been made to tax only those
resources which actually come
out of the ground. This means
that regional corporations such
as Bristol Bay and Arctic Slope
would only be taxed if oil or
gas is discovered, and not for
the exploratory costs

“We contend it's wrong,”
said Richard Allan, counsel for
the Southeast Alaska Corp.
“The IRS has disallowed land
selections as a legitimate ex-
pense for a business. It’s not
right.”

According to Allan, South-
east Alaska has not been allowed
to deduct money paid to techni-

cal advisors, and costs of incor-
poration and organization. “Its
irrelevant what the dollar figures
are now,” said Allan. “The
point is that it will cost mil-
lions over the long run. If (the
IRS) theory were to prevail, it
would pose an incredible drain
on all the corporations.
Essentially, the 13 corpora-
tions have several options: pay-
ing the taxes; appealing to Trea-
sury for a special ruling; or re-
questing a hearing at the US.

_Tax Court.

So far, none has paid the tax,
only one has appealed to the tax
court and most are hoping the
Department of the Treasury
pulls through with a special tax
break.

However, if Treasury grants a
special expemption to the Native
regional corporations, it could
be confronted with requests
from thousands of corporations,
large and small, throughout the
country for tax exemptions.

A spokesman for IRS would
not respond, except to say, “by
law we are not allowed to di-
vulge any information in a pend-
ing case.”



