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BILL SHORT TITLE: Distribution to Navajo Chapter Houses of Gross Receipts Taxes Collected From Coal Produced on Navajo Lands.

CONFLICTS, DUPLICATES, COMPANIONS: House Bill 293

DESCRIPTION: The bill requires that 75% of the net receipts attributed to the gross receipts tax imposed on the sale of coal severed from Navajo Nation land be transferred each month to the Navajo Nation Fund. On a quarterly basis the State Office of Indian Affairs will distribute the money basically on a prorata basis to qualifying Navajo Chapter houses. The bill does not address the “dual taxation” problem.  This bill seeks to use both the state tax and the upcoming Navajo Nation business activities tax for the benefit of projects and programs of direct benefit to Navajos.

EFFECTIVE DATE: July 1, 2001

FISCAL IMPACT (Thousands of dollars):  

Note: Parenthesis ( ) indicate a revenue loss:

	
	
	Recurring or
	

	Estimated Impact on Revenues
	Nonrecurring
	Funds 

	
	 FY 2002 
	Full Year
	     Impact     t     
	             Affected          .             

	
	(7,900)
	(7,900)
	Recurring
	General Fund

	
	7,900
	7,900 
	Recurring
	Navajo Nation Fund

	
	
	
	
	

	
	5,900
	7,900
	Recurring
	Distribution to Navajo Chapters


This estimate is based on data supplied by the coal producers. It is certainly consistent with the fiscal impact of HB-293 in which the state recedes by 75% from state and local gross receipts taxes in favor of the Navajo Business Activities Tax and the Possessory Interest Tax.

ADMINISTRATIVE IMPACT: This will be a manual calculation, based on the production and gross receipts reported by two coal companies. There will be a small amount of systems work to implement a new location code (coal production on Navajo lands).

TECHNICAL ISSUES

Article IV, Section 31 of the State Constitution clearly prohibits giving state money to any entity not under the control of the state. The Navajo Chapter houses are not political subdivisions of the state.  The fact that this money is appropriated to the Navajo Nation fund and administered by the state office of Indian Affairs does not alter this prohibition, although it is the conventional fig leaf. 

OTHER IMPACTS AND ISSUES:

1. It is probably useful to debate whether the problem with dual taxation is not whether it damages commercial activity and economic development, but whether the taxes collected by both the state and the Navajo Nation should and can be used to benefit residents of the Navajo Nation. This is a substantially parallel discussion to that briefed to the Supreme Court in Cotton Petroleum v. New Mexico. In that case, the State was not prohibited from imposing taxes on Oil and Gas severed by non-Indians from Indian land.

