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Before LUCERO, McKAY, and HARTZ, Circuit
Judges.

McKAY, Circuit Judge.

This case addresses whether federal law prohibits
Kansas from collecting its state tax on fuel supplied to an’
Indian tribe by a non-Indian distributor. Prairie Band
Potawatomi Nation (the “Nation”) sought to invalidate the -
fuel tax on grounds that it is preempted by federal law and
that it infringes on the Nation’s rights of self-government.
The district court granted summary judgment for the
Secretary of the Kansas Department of Revenue (the
“Secretary”), and the Nation brmight this appeal.
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 Facts

The following facts are undisputed. The Nation is a
federally-recognized Indian tribe whose reservation is on
United States trust land in Jackson County, Kansas. Aplt.
App., Vol. I, at 35. On its reservation, the Nation financed,
constructed, and now owns and operates a $35 million
casino. Id., Vol. II, at 70. By building this casino, the
Nation increased the number of people who travel to this
otherwise remote and rural area. Id. at 70-71. To accom-
modate casino patrons and other reservation-related
traffic, the Nation financed and built a gas station (the
“Nation Station”) which is close to the casino and on the
same federal trust land. In building the Station, the
Nation incurred $1.5 million in construction costs, which
included the purchase of a motor fuel handling system
with tank storage and monitoring systems to make fuel
available to customers. Id., Vol. III, at 22. The Nation
Station is tribally-owned and operated, and, as of May
2000, eleven of its fifteen employees were Indians, with
seven of those being Nation tribal members. Id. at 2-3. The
Nation submitted expert testimony,; which the Secretary
does .not_dispute,-that “the ‘value marketed’ by [the]
Nation Station results from the business generated by the

government and residents.” Id., Vol. I1, at 86. This conclu-
sion is supported by the undisputed evidence that seventy-
three percent of the Nation Station’s fuel customers are
casino patrons and casino employees and another eleven
percent live or work elsewhere on the reservation. Id.; Id.,
Vol. V, at 46; Aple. Br. at 5. The Nation’s expert also
reported that the Station is a location-dependent business
because, “[blut for the casino, there would not be enough
traffic to support [it] in its current location.” Aplt. App.,
Vol. II, at 86. The Nation Station sells fuel at fair market
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prices. Therefore, it cannot and does not advertise an
exemption from state fuel taxes. The Nation’s expert
concluded that “the Nation is not ‘marketing a tax exemp-
tion’ because the price of fuel at the Nation Station is set
- above cost, including the Nation’s tax, and within 2¢ per
gallon of the price prevailing in the local market.” Id. at
84. The Nation also submitted two affidavits — one from
the Station’s manager and one from the Nation’s Treasurer
and Tax Commissioner — that support this conclusion. Id.
at 71; Id., Vol. IIl, at 161. The Secretary has not contro-
verted the Nation’s expert opinion or the Nation’s affida-
vits and does not argue that the Nation sells fuel below
market prices.

The Nation imposes a tax on the Station’s fuel sales:
16 cents per gallon of gasoline and 18 cents per gallon of
diesel (increased to 20 cents for gasoline and 22 cents for
diesel in January 2003). Aplt. App., Vol. IV, at 207; Veol. V,
at 169. The Station provides the Nation with its sole
source of fuel revenue, which amounts to about $300,000
in tribal fuel taxes each year. Aplt. App., Vol. III, at 3.
Pursuant to the Nation’s Motor Fuel Tax law, this fuel
revenue is used for “constructing and maintaining roads,
bridges and rights-of-way located on or near the Reserva-
tion.” Id., Vol. IV, at 208. This includes maintenance on the
road that connects the United States Highway 75 to the
Nation’s casino. The Nation receives no financial assis-
" tance from Kansas to maintain this stretch of roadway.

Discussion

In this dispute, the Nation challenges the 1995
amendment to the Kansas Motor Fuel Tax Act. Kan. Stat.
Ann. §§ 79-3401 to 79-3464f (1997). Pursuant to this
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amendment, the Kansas Department of Revenue began
collecting, for the first time, a tax on motor fuel distrib-
uted to Indian lands. The Kansas legislature structured
the.tax so-that-its legal-incidence is placed on non-Indian

distributors. Kan. Stat. Ann. § 79-3408(c); Sac and Fox -

Nation of Missouri v. Pierce, 213 F.3d 566, 580 (10th
Cir.2000). But, the distributors are allowed to pass the tax
directly to retailers, like the Nation Station. Kan. Stat.
Ann. § 79-3408 (“Every distributor paying such tax or
bemg liable for the payment shall be entitled to charge
‘and collect an amount, including the cost of doing business
that could include such tax on motor vehicle-fuels . . . sold
or delivered by such distributor, as part of the selling
price.”) The Nation brought suit to enjoin the Secretary
from imposing the tax on the Nation’s fuel, and the district
court granted summary judgment for the Secretary. We
review a distriet court’s grant of summary judgment de
novo to determine whether there is a genuine issue as to
any material fact and whether a party is entitled to
judgment as a matter of law. Gossett v. Oklahoma ex rel.
Bd. of Regents for Langston Univ., 245 F.3d 1172, 1175
(10th Cir. 2001); Sac and Fox, 213 F.3d at 583.

The Nation asks us to invalidate the tax as it applies

to the Nation’s fuel under two independent but ‘related
doctrines.. First, the Nation argues that federal law pre-
empts. thetax because federal and tribal interests against

state taxatmn outweigh Kansas’ interests in imposing the

tax. Second ‘the Nation argues that the tax is invalid
because it impermissibly infringes on its rights of self-
government. Kither of these doctrines would be sufficient
to invalidate the Kansas fuel tax as applied here. White
Mountain Apache Tribe v. Bracker, 448 U.S. 136, 143
(1980).
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We first address whether the tax is preempted by
federal law. The constitutional source of federal preemp-
tion is Article I, Section 8, Clause 3, which provides: “The
Congress shall have Power ... [tlo regulate Commerce
with foreign Nations, and among the several States, and
with the Indian Tribes.” When preemption analysis is
applied to Indian cases, we consider the unique origins of
tribal sovereignty and how it differs from state sover-
eignty. Bracker, 448 U.S. at 143. Specifically,
“lalmbiguities in federal law have been construed gener-
ously in order to comport with [the] traditional notions of
sovereignty and with the federal policy of encouraging
tribal independence.” Id. at 143-44 (citing McClanahan v.
State Tax Comm’n of Arizona, 411 U.S. 164, 174-75, and
n.13 (1978)). “State “jurisdiction -is- preempted. by the
operation of federal law if it-interferes or is incompatible
with federal and tribal interests reflected in federal law,
unless the State interests at stake are sufficient to justify
the assertions.of State authority.” New Mexico v. Mescalero
Apache Tribe, 462 U.S. 324, 334 (1983).

In cases like this — where a tribe is challengiﬁg a state
tax — “[tlhe initial and frequently dispositive question . ..

" is who bears the legal incidence of a tax.” Oklahoma Tax |

Comm’n v. Chickasaw Nation, 515 U.S. 450, 458 (1995). “If
the legal incidence of an excise tax rests on a tribe or on
" tribal members for sales made inside Indian country, the
tax cannot be enforced absent clear congressional authori-
zation.” Id. at 459. However, where, as here, “the legal
incidence of the tax rests on non-Indians, no categorical
bar prevents enforcement of the tax; if the balance of
federal, state, and tribal interests favors the State, and

federal law is not to the contrary, the State may impose its
levy....” Id.
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Although the Secretary argues that the balancing of
interests test should be abandoned, citing Justice (now
Chief Justice) Rehnquist’s partial dissent in Washington v.
- Confederated Tribes of the Colville Indian Reservation, 447
U.S. 134, 176-80 (1980), circuit precedent requires us to
use this balancing test. See Sac and Fox, 213 ¥.3d at 583.
The balancing test is “not dependent on mechanical or
-absolute conceptions of state or tribal sovereignty, but has
called for a particularized inquiry into the nature of the
state, federal, and tribal interests at stake, an inquiry
designed to determine whether, in the specific context, the

exercise of state authority would violate federal law.”
Bracker, 448 U.S. at 145.

Applying these principles, we conclude that the
Kansas tax, as applied here, is preempted because it is
incompatible with and outweighed by the strong tribal and
federal interests against the tax. The Nation’s interests
are particularly strong. Tribes have a recognized “interest
in raising revenues for essential governmental programs,
- [and] that interest is strongest when the revenues are
derived from value generated on the reservation by activi-
ties involving the Tribes and when the taxpayer is the

recipient of tribal services.” Coluville, 447 U.S. at 156-57.

Here, the Nation’s fuel revenues are derived from
value generated primarily on its reservation. In determin-
ing-reservation value, the unique facts of this case require
us to-look-beyond the physical fuel (the Nation receives its
~ fuel-in “ready to sell”™ condition) and to view the Nation’s
fuel sales as an integral and essential part of the Nation’s .
on-reservation gaming enterprise. See California v. Caba-
zon Band of Mission Indians, 480 U.S. 202, 219-20 (1987)
~ (balancing tribal and state interests by examining the
bingo enterprise as including the facilities and ancillary




App. 8

services offered to patrons); Bracker, 448 U.S. at 145-51
(weighing the {ribe’s general economic interest in its
timber industry to invalidate a state motor carrier license
tax and a use fuel tax applied to non-Indians doing busi-
' ness with the tribe); Indian Country U.S.A., Inc. v. Okla-
homa ex rel. Oklahoma Tax Comm’n, 829 F.2d 967, 986
(10th Cir. 1987) (weighing the tribe’s interest in its bingo
enterprise as a “form of entertainment”); Gila River
Indian Community v. Waddell, 967 F.2d 1404, 1410 (8th
Cir. 1992) (weighing the state interests in taxing tickets to
on-reservation events and concessionary items against the
tribes’ “involvement in the production of the entertain-
ment events which take place on its reservation”).

The close nexus between the Nation’s fuel sales and
its gaming enterprise is critical to our analysis here. When
we recently reviewed the Kansas fuel tax as it applied to a
tribe’s retail station alone, we held that “the revenues
resulting from the Tribes’ retail fuel sales to non-Indian
consumers traveling from outside Indian lands is not
derived from value ‘generated on the reservations by
activities in which the Tribes have a significant interest.””
Sac and Fox, 213 F.3d at 585 (quoting Colville, 447 U.S. at
165) (remanding to develop an adequate record to balance
tribal and state interests). There, we also held that we
‘would not invalidate the state tax solely on the ground

‘that it would decrease tribal sales to non-Indians, particu-
larly where the tribes’ “fuel market exists only because of
the Tribes’ claimed exemptmn from the" [state] fidel tax.”

- Id. Here,. in-contrast, the ‘Nation's fuel sales are “derived

from value genera‘bed on its reservation because its fuel
marketmg is integral and-essential to the’ gaming oppor-
tunity the Natlon _provides. Also unlike in Sac and Fox,

the Nations fuel market does not exist because of a
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claimed state tax exemption; rather, the Nation created a
new..fuel-market by financing and building its gaming
facilities. This is clear from both the undisputed expert
testimony that the Station’s fuel market only exists
because of the Nation’s casino and from the undisputed
fact that seventy-three percent of the Station’s fuel pa-
trons are casino patrons and employees. For these reasons,
we balance the competing interests by viewing the Na-
tion’s fuel revenues as being derived primarily from value
generated on its reservation.

In balancing the interests, both the district court and
- the Secretary heavily relied on Washington v. Confeder-
ated Tribes of the Colville Indian Reservation, 447 U.S. 134
(1980), to conclude that Kansas’ interests in taxation
outweigh the competing federal and tribal interests. Aplt.
App., Vol. V, at 64-65; Aple. Br. at 30-31. In Colville, the
Court upheld state taxes applied to on-reservation retail
sales of cigarettes and tobacco products because “[wlhat
the smokeshops offer . . . is solely an exemption from state
taxation.” Id. at 155. “It is painfully apparent,”the Court
said, “that the value marketed by the smokeshops to
persons coming from outside is not generated on the
reservations by activities in which the Tribes have a
significant interest.” Id. The Court then validated the
state tax, holding that “[wl]e do not believe that principles
of federal Indian law, whether stated in terms of pre-
emption, tribal self-government, or otherwise, authorize
Indian tribes thus to market an exemption from state
taxation to persons who would normally do their business
elsewhere.” Id. |

We distinguish Colville in two critical ways. First, in
‘stark contrast to the smokeshops in Coluille, the Nation is not
marketing an exemption from state taxes. The undisputed




App. 10

evidence is that the Nation sells its fuel at fair market
prices. Aplt. App., Vol. II, at 71, 84; Vol. II1, at 161. Thus, a
central component to the reasoning of Colville is inappli-
cable here.

Second, unlike in Colville, the Nation is not merely
importing a product for resale to non-Indians; rather, the
revenues from the Nation’s fuel to non-Indian consumers
are derived from value “generated on the reservation [] by
activities in which [the Nation has] a significant interest.”
Colville, 447 U.S. at 155. It is undisputed that when the
Nation financed and built its $35 million casine to attract
non-Indian patrons, it created a new fuel market for an
otherwise remote area. After creating this new market, the
Nation financed and built the Station to offer fuel to its
casino patrons and other reservation-related traffic.

distinction when it distinguished Colville where tribes “are
not merely importing a product onto the reservations for
immediate. resale to- non-Indians” but have created an
entertainment enterprise designed to attract non-Indian
consumers.onto-its reservation. Cabazon, 480 U.S. at 219.
In Cabazon, the Supreme Court held that the federal and
tribal interests outweighed state interests in regulating
bingo and other games because, unlike in Colville, the
tribes have built modern facilities which provide recrea-
tional opportunities and ancillary services to their pa-
trons, who do not simply drive onto the reservations, make
purchases and depart, but spend extended periods of time
there enjoying the services the Tribes provide. The Tribes
have a strong incentive to provide comfortable, clean, and
attractive facilities and well-run games in order to in-
crease attendance at the games. Id. As in Cabazon, the
Nation built 2 modern casino and ancillary services, like
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the Nation Station, in order to offer its patrons an attrac-
tive entertainment opportunity. Here, seventy-three
percent of the Nation Station’s fuel customers are casino
patrons and employees. Aplt. App., Vol. II, at 86. These
patrons, like those in Cabazon, spend extended amounts of
time using the entertainment services offered by the
Nation. Thus, the Nation’s fuel revenues are derived from
activities — that is, drawing non-Indians to its gaming
enterprise — in which the Nation has a significant interest.

The Nation’s interests here are strengthened because
of its need to raise fuel revenues to constriict and maintain
reservation roads;-bridges, and related infrastructure
With_o_ut'.S,'.t_at_e.-as-sistance. It is undisputed that the Nation’s
only source of fuel revenue comes from the Nation Station.
Id., Vol. 111, at 3. Fuel revenue is typically used to pay for
a government’s infrastructure expenses, and, in this case,
the Nation’s Motor Fuel Tax law specifically requires that
all fuel revenue (approximately $300,000 per year) be used
for “constructing and maintaining roads, bridges and
rights-of-way located on or near the reservation.” Id., Vol.
1V, at 208. The Nation has the financial responsibility for
the majority of the roads and bridges on and near its
reservation. Id., Vol. III, at 22-23. Of particular impor-
tance here, the Nation has an ongoing and future respon-
sibility to maintain the stretch of roadway that connects
the United States 75 Highway (the main highway leading
to the reservation) with the casino. Id. at 23. “The Nation
spent approximately $1.2 million in 1997 and 1998 to
improve and pave 1 1/2 miles of 150th Road from the
casino to U.S. 75 Highway and to make major improve-
ments to the 150th Road and U.S. 75 Highway intersec-
tion.” Id. Thus, the Nation used its fuel revenues to
provide better access from the main federal highway to its
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_casino. Kansas does not -contribute funds to cover the costs
of maintaining this access road.

The Secretary argues that the Nation could continue
collecting fuel revenues from the Nation Station by impos-
ing its tax in addition to the state tax. But the Nation’s
expert explained that this is not economically feasible. He
reported that [b]asic economic theory teaches that the
[Nation Station] cannot charge prices high enough to allow
collection of both the Kansas and [the Nation’s] fuel taxes.
Motor fuel is a commodity and cannot be differentiated
enough to permit disparate pricing in the same geographic
market. Therefore, the Tribal and State taxes are mutu-
ally exclusive and only one can be collected without
reducing the [Nation Station’s] fuel business to virtually
zero. Aplt. App., Vol. II, at 89. The Secretary has not
submitted contradictory evidence and has not argued that
this opinion is either incorrect or exaggerated. The “eco-
nomic realities of the situation [] both in the presence and
absence of the motor fuel tax” are relevant in balancing
the competing interests. Sac and Fox, 213 F.3d at 585; see
also Colville, 447 U.S. at 157-58 (noting that a tribe bears
the burden of showing that its smokeshop businesses
would be significantly reduced absent a credit for tribal
taxes paid). This economic reality adds to the Natzons
already strong interests against tazation.

The Nation’s interests in this case are aligned with
strong federal interests in promoting tribal economic devel-
opment, tribal self-sufficiency, and strong tribal govern-
ments. These federal goals are stated in numerous Acts of
Congress, Executive Branch policies, and judicial opinions.
See generally Indian Gaming Regulatory Act, 25 U.S.C.
§§ 2701-2721, § 2704(4) (2001); Indian Reorganization Act of
1934, 25 U.5.C. §§ 461-479 (2001); Indian Self-Determination |
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and Education Assistance Act of 1975, 25 U.S.C. § 450f
(2001); see also Presidential Proclamation 7500 of Novem-
ber 12, 2001, 66 Fed. Reg. 57641 (Nowv. 15, 2001) (“We will
protect and honor tribal sovereignty and help to stimulate
economic development in reservation communities.”);
Presidential Executive Order 13175, 65 Fed. Reg. 67249,
Consultation and Ceordination With Indian Tribal Gov-
ernments, § 2(c), (Nov. 6, 2000) (“[Tthe United States
recognizes the right of Indian tribes to self-government
and supports tribal sovereignty and self-determination.”);
Bracker, 448 U.S. at 143-44 (noting “a firm federal policy of
promoting tribal self-sufficiency and economic develop-
ment” as evidenced by various congressional enactments);
Coluville, 447 U.S. at 155 (recognizing “varying degrees [of]
congressional concern with fostering f{ribal self-
government and economic development”).

Against these strong tribal and federal interests, the
sole interest Kansas asserts is its general interest in
raising revenues. Of course, states have a “legitimate
governmental interest in raising revenues, and that
interest is ... strongest when the tax is directed at off-
reservation value and when the taxpayer is the recipient
of state services.” Colville, 447 U.S. at 157. Here, Kansas’
interest is not at its strongest. The tax is directed at fuel
which, under the particular circumstances of this case, is
derived primarily from value generated on the reservation.
Also, Kansas does not provide any financial assistance in
maintaining the access roadway from the United States 75
Highway to the casino. The ongoing and future obligation
to upkeep this stretch of roadway is exclusively the Na-
tion’s, and the Nation’s only source of fuel revenue (which
is designated for this obligation) comes from the Station.



App. 14 |

Under these facts, Kansas’ generalized interest in raising
revenues is insufficient to justify its tax.

Therefore, we invalidate the Kansas Motor Fuel Tax
as it applies to the Nation’s fuel because the balance of
tribal, federal, and state interests prohibits state taxation
as a matter of law. Although Kansas has a legitimate
interest in raising revenue, this general interest is insuffi-
cient to justify the tax under these particular facts because
it interferes with and is incompatible with strong tribal
and federal interests against taxation. |

REVERSED.
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United States District Court,

D. Kansas.
- PRAIRIE BAND POTAWATOMI NATION, Plaintiff,

V.
Stephen S. RICHARDS, Secretary of the
Kansas Department of Revenue, State of Kansas,
in his official capacity, Defendant.
No. 99-4071-JAR.
July 2, 2003.

Indian tribe moved for reconsideration of decision, 241
F.Supp.2d 1295, which denied its action for relief from
state’s collection of motor fuel tax from distributors deliv-
ering fuel to reservation. The District Court, Robinson, J.,
held that (1) district court did not rely on allegedly objec-
tionable evidence in making its ruling, and (2) request
that court rule that tribe had a constitutional and self-
government right to impose tribal taxes with respect to
motor fuel sold on reservation, did not warrant reconsid-
eration.

Motion denied.
ROBINSON, J.

This matter is before the Court on Plaintiff’s Motion
to Reconsider and Alter Judgment (Doc. 75) brought
pursuant to Fed.R.Civ.P. 59(e). Plaintiff asks this Court to
reconsider and alter its order granting defendant’s motion
for summary judgment (Doc. 73).

I.  BACKGROUND

Plaintiff, the Prairie Band Potawatomi Nation
(“Tribe”), is a federally recognized Indian tribe whose
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reservation is in Jackson County, Kansas. Pursuant to the
Indian Gaming Regulatory Act,’ the Tribe owns and
operates a casino complex on its reservation land near
Mayetta, Kansas. In addition to the casino, the Tribe owns
and operates a convenience store and gas station, (“Nation
Station”), located near the casino. Gasoline and diesel fuel
are imported from outside the reservation for re-sale at
the Nation Station. Fuel sales made to casino patrons and
employees account for approximately seventy-three per-
cent of the total fuel sales. An additional eleven percent of -
fuel sales are made to people who work on the reservation
but not for the casino, tribal government employees, and
reservation residents. Seventy-one percent of the Nation’
Station’s proceeds are generated by fuel sales via a tribally
imposed tax of $.16 per gallon of gascline and $.18 per
gallon of diesel fuel.

In addition to the tribal fuel tax, the Kansas Depart-
ment of Revenue collects motor fuel tax on fuel distributed
to the Nation Station pursuant to the Kansas Motor Fuel
Tax Act.” The structure of the fuel tax statute places the
legal incidence of the tax on the fuel distributors, but
permits the distributors to pass the tax directly to the fuel
retailers.’ | | |

The Tribe brought suit seeking injunctive and declara-
tory relief, asking the Court to issue an order prohibiting
the State from collecting motor fuel tax from fuel distribu-
tors who deliver fuel to the Nation Station. The Tribe

' 25 U.S.C. § 2701 et seq. |
2 See Kan. Stat. Ann. §§ 79-3401 ef seq.
® Kan. Stat. Ann. § 79-3409.
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claimed that the Indian Commerce Clause,’ the Tribe’s
sovereign right to self-government and self-determination,
the Act for Admission of Kansas® or other federal law
- prohibited imposition of the Kansas fuel tax laws on
~ distributors distributing fuel to the Tribe. The defendant
moved for summary judgment and its motion was granted
by tb.ls Court on January 15, 2003.°

In granting defendant’s motion for summary judg-
ment, the Court found that neither the doctrine of federal
preemption or the doctrine of tribal rights to self-
government prevented the state from imposing taxation on
the fuel sold at the Nation Station. The Court further
found that the Kansas Act for Admission did not prevent
the state from imposing its own tax on fuel sold at the
Nation Station. Plaintiff now asks the Court to reconsider
its judgment. For the reasons discussed below, plaintiff’s
request is denied.

II. STANDARD OF REVIEW

A court may reconsider and alter a prior judgment if it
is necessary to correct manifest errors of law or fact or to
accept newly discovered evidence.” However, this does not
include a review of arguments or evidence that could and
should have been presented through the summary judgment

* U.S. CONST. art. I, § 8 cl. 3.

° See Act for Admission of Kansas into the Union, Ch. XX, § 1, 12
Stat. 126 (1861).

¢ See Prairie Band Potawatomi Nation v. Richards, 241 F.Supp.2d
| 1295 1308 (D.Kan.2003).

" Buell v. Security General Life Ins. Co., 784 F.Supp. 1533, 1536
(D.Col0.1992), aff’d 987 F.2d 1467 (10th Cir.1993).
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process.® Likewise, it is inappropriate to re-visit issues
that have already been addressed.’ There is no entitlement
to a second chance when a party has failed to present its
strongest case in the first instance.” Three grounds for
reconsideration are generally recognized: (1) an interven-
ing change in controlling law, (2) availability of newly
discovered evidence, and (3) a need to correct clear error or
prevent manifest injustice.” Deciding whether to grant or
deny a motion to alter or amend a judgment is within the
court’s discretion.” - |

IIL DISCUSSION

Pla.mtlff ’s motion to recensxder first asserts that the
Court erred in granting defendant’s motion for summary
judgment because the Court relied on defense exhibits
that plaintiff had objected to in “Plaintiff’s Objections to
Defendant’s Witness and Exhibit List” (Doc. 54). While
plaintiff’s objections to defendant’s witness and exhibit
list sought to preclude defendant from using objectionable
evidence at trial, plaintiff’s response to defendant’s motion
for summary judgment incorporated some of the objections
as they related to those exhibits supporting defendant’s

® Steele v. Young, 11 F.3d 1518, 1520 n. 1 (10th Cir.1993); Wolfzang
v. Mid-American Motorsports, Inc., 914 F.Supp. 434, 438 (D.Kan.1996);
Buell, 784 F.Supp. at 1536.

® Comeau v. Rapp, 810 F.Supp. 1172, 1175 (D.Kan.1992).

* Anspach v. Tomkins Indus., Inc., 817 F.Supp. 1499, 1518
(D.Kan.1993), aff’'d 51 F.3d 285 (10th Cir.1995) (Table).

" See e.g., Eichenwald v. KrLgel 5 Inc., 908 F.Supp. 1531, 1564-65
(D.Kan.1995).

® Bancamerica Comm. Corp. v. Trinity Indus., Inc., No. 90-2325-
GTV, 1985 WL 646790, at *1 (D.Kan. Oct.19, 1995) (citing Hancock v.
City of Oklahoma, 857 F.2d 1394, 1395 (10th Cir.1988)).
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motion for summary judgment. On page seven of its
response to defendant’s motion for summary judgment,
plaintiff asserts, “The Nation objects to Defendant’s
Exhibits 2-6 for all of the reasons stated in Plaintiff’s
~ Objections to Defendant’s Witness and Exhibit Llst filed
- herein on October 30, 2000.”

- The exhibits that plaintiff objected to contain informa-
tion regarding the services provided to the reservation
such as education, fire and police support. Plaintiff now
seeks a Court order sustaining its objections to defendant’s
witness and exhibit list and in turn, plaintiff asks the
Court to reconsider its ruling on defendant’s motion for
summary judgment. The Court declines plaintiff’s propo-
sition to rule on its objections to defendant’s witness and
exhibit list because contrary to plaintiff’s assertions, the
Court did not rely on defendant’s supposed objectionable
exhibits in ruling on defendant’s summary judgment
motion.

Plaintiff contends that the Court relied on objection-
able evidence because in Footnote 94 of the Court’s order,
- the Court noted that, “the State also provides services on
and near the reservation including maintenance of U.S.
Highway 75 . . . fire and police protection.” The Court first
notes that plaintiff’s response to defendant’s motion for
summary judgment does not dispute that these services
exist. Instead, plaintiff simply disputes the extent to which
the state services are more “significant, substantial or
valuable” when considered in relation to tribal services.”
Secondly, and more importantly, the Court’s statement

" Plaintiff’s Response to Defendant’s Motion for Summary
Judgment at 5 (Doc. 59).
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regarding state services on and near the reservation was
collateral to its actual holding. |

In granting defendant’s motion for summary judg-
ment, the Court ruled that the state was not preempted
from imposing its own fuel tax on fuel sold at the Nation
Station. The Court determined that the evidence favoring
the state’s interest in imposing the motor fuel tax was so
one-sided that the defendant was entitled to prevail as a
matter of law. The Court’s holding was largely premised on
the fact that the state-fuel tax was imposed on the sale of
non-Indian products to non-Indian consumers.™

In reaching this conclusion, the Court noted that the
legal incidence of the Kansas motor fuel tax undisputably
falls on non-Indian distributors.” In addition, the Court
rejected plaintiff’s contention that fuel sold at the Nation
Station was an Indian product because the tribe operates
a casino in close proximity to the Nation Station. Finally,
the Court noted that while the legal incidence of the tax
falls on the distributors, the ultimate burden of the tax
falls on consumers, the majority of which are non-Indian
. and are provided governmental services by the state off
the reservation. The Court’s statement regarding state
services on and near the reservation was simply an at-
tempt to reveal that the small number of fuel purchasers
who live or work on the reservation receive some state
services. Thus, the Court finds this is not an issue that

* Prairie Band Potewatomi Nation v. Richards, 241 FSupp 2d
1295, 1308 (D.Kan.2003).

¥ See Sac and Fox Nation of Missouri v. Pierce, 213 F.3d 566, 580
(10th Cir.2000) (holding that the legal incidence of the Kansas fuel tax
falls on the distributor, not the retailer).
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requires this Court to correct clear error or prevent mani-
fest injustice. |

Plaintiff’s second request in its motion for reconsid-
eration is that the Court make a ruling finding that the
plaintiff has a constitutional and federal self-government
right to impose tribal tazes with respect to motor fuel sold
on the reservation. It is clear from the Court’s order
- granting summary judgment that such a ruling has
already been made. In its order, the Court found that
“[t]here is no question that the Tribe’s power to tax trans-
actions occurring on trust lands ‘is a fundamental attrib-
ute of sovereignty which the tribes retain unless divested
of it by federal law....””"® The Court further found that
despite plaintiff’s right to tax transactions on reservation
land, the tribe cannot “oust a state from any power to tax
on-reservation purchases by nonmembers of the tribe by
simply imposing its own tax on the transactions or by
otherwise earning its revenues from the tribal business.””
Thus, the Court ruled in accordance with plaintiff’s
request, and there is nothing to reconsider.

Plaintiff’s final request is that the Court reverse its
judgment and enter judgment for plaintiff. The Court finds .
that plaintiff fails to proffer any grounds or argument
justifying reconsideration. At best, plaintiff’s motion
‘merely rehashes arguments previously considered and
rejected by the Court.”® As such, the Court declines to

¥ Prairie Band Potawatomi Nation, 241 F.Supp.2d at 1311
(quoting Washington v. Confederated Tribes of the Colville Indian
Reservation, 447 U.S. 134, 152, 100 8.Ct. 20869, 65 L.Ed.24d 10 (1980)).

T Id.

¥ See Resolution Trust Corp. v. Greif, 906 F.Supp. 1446, 1456-57
(D.Kan.1995) (noting a motion to reconsider is not a mechanism to raise
{Continued on following page)
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revisit settled issues. In sum, plaintiff has not presented
any instances of manifest error or mistake warranting
reconsideration of the Court’s pnor ruling. Plaintiff’s
motion shall be denied.

IT IS THEREFORE BY THIS COURT ORDERED
that plaintiff’s Motion to Reconmder and Alter Judgment
(Doc. 75) is denied.

arguments that should have been raised in the first instance or to
rehash arguments previously considered and rejected by the court).
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Umteci States D1strzct Court,

D. Kansas. |
PRAIRIE BAN D POTAWATOMI NATION Plamtlff

Stephen RICHARDS, Secretary of the Kansas
Depar‘tmen’s of Revenue, State of Kansas, Defendant.
No. 99-4071-JAR.

Jan. 15, 2003.

Indian tribe brought action for declaratory and injunc-
tive relief from state’s collection of motor fuel tax from
distributors delivering fuel to reservation. State moved for
summary judgment. The District Court, Robinsen, J., held
~ that: (1) Court had jurisdiction to hear {ribe’s claim; (2)
tribe had standing to bring action; (3) Hayden-Cartwright
Act-did-net-amount to - Congressi‘oh’"aﬁl’ “authorization for
states..to- mpose ‘fuel “tax on fuel delivered to Indian
reservations; (4) state was not barred by federal preemp-
tion from imposing tax; | );..:_ftrzbes interest in raising
- revenues did not outweigh state’s interests; and (6) Kansas
Act for Admission did not bar imposition of tax.

 Motion granted.

MEMORANDUM OPINION AND ORDER
GRANTING DEFENDANT’S MOTION
FOR SUMMARY JUDGMENT

Robinson, District Judge.

This action is before the Court on defendant’s Motion
for Summary Judgment (Doc. 49). Plaintiff has filed a
Response (Doc. 59) and defendant has filed a Reply (Doc.
68). The Court has reviewed the parties’ filings a.nd is now
prepared to rule.
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I. FACTS

The following facts are taken from the record and are
either stipulated, uncontroverted or viewed in the light

most favorable to plaintiff’s case. The Court ignores

factual assertions that are immaterial, or unsupported by
affidavits and/or authenticated and admissible documents.
The Court also disregards conclusory statements.

Plaintiff, the Prairie Band Potawatomi Nation
(“Tribe”), is a federally recognized Indian tribe whose
reservation is in Jackson County, Kansas. Pursuant to the
Indian Gaming Regulatory Act,’ the Tribe owns and
operates a casino complex on its reservation land near
Mayetta, Kansas. In addition to the casine, the Tribe owns
and operates a convenience store and gas station, ("“Nation
Station”), located near the casino. Gasoline and diesel fuel
are imported from outside the reservation for re-sale at
the Nation Station. Once the fuel arrives on the reserva-
tion, the Nation Station unloads, stores, monitors and -
dispenses the fuel. Fuel sales made to casino patrons and
employees account for approximately seventy-three per-
cent of the total fuel sales. An additional eleven percent of
fuel sales are made to people who work on the reservation
but not for the casino, tribal government employees, and
reservation residents. Seventy-one percent of the Nation
Station’s proceeds are generated by fuel sales. |

~ The Tribe imposes a tax of $.16 per gallon of gasoline
and $.18 per gallon of diesel fuel. The Nation Station is
subject to $300,000 in tribal fuel taxes per year. The Tribe
spends revenue from the fuel tax to construct and main-
tain roads, including the road leading from U.S. Highway

' 25 U.S.C. § 2701 et seq.
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75 to the Tribe’s casino and other roads on and near the
reservation. The Tribe also provides government services
including law enforcement, fire protection, emergency
services, education services, urban planning, court ser-
vices and other miscellaneous services. Prior to May of
1995, the Kansas Department of Revenue did not collect
motor fuel tax on fuel distributed to Indian lands. Then, in
1995, the Kansas legislature amended the Kansas Motor
Fuel Tax Act’ and the Department of Revenue began to
impose fuel tax on fuel distributed to Indian tribes on
tribal land. The structure of the fuel tax statute places the
legal incidence of the tax on. the fuel distributors, but
permits the distributors to pass the tax directly to the fuel
retailers.’

II. SUMMARY JUDGMENT STANDARD

Summary judgment is appropriate if the pleadings,
depositions, answers to interrogatories, and admissions on
file, together with the affidavits, if any, show that there is
no genuine issue as to any material fact and that the
moving party is entitled to a judgment as a matter of law.*
A factual dispute is “material” only if it “might affect the
~ outcome of the suit under the governing law.”® A “genuine”

* See Kan. Stat. Ann. §§ 79-3401 et seq.
* Kan. Stat. Ann. § 79-3409.

" Fed.R.Civ.P. 56(c); Anderson v. Liberty Lobby, Inc., 477 U.S. 242,
247, 106 S.Ct. 2505, 91 L.Ed.2d 202 (1986); Vitkus v. Beatrice Co., 11
F.3d 1535, 1538-39 (10th Cir.1993).

® Anderson, 477 1.8, at 248, 106 S.Ct. 2505.
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factual dispute requires more than a mere scintilla of
evidence.®

The moving party bears the initial burden of showing
that there is an absence of any genuine issue of material
fact.” Once the moving party meets its burden, the burden
shifts to the nonmoving party to demonstrate that genuine
issues remain for trial “as to those dispositive matters for
which it carries the burden of proof.”® The nonmoving
party may not rest on its pleadings but must set forth
specific facts.’

“[The court] must view the record in a light most
favorable to the parties opposing the motion for summary
judgment.”” Summary judgment may be granted if the
non-moving party’s evidence is merely colorable or is not
significantly probative.” Essentially, the inquiry is
“whether the evidence presents a sufficient disagreement
to require submission to a jury or whether it is so one-
sided that one party must prevail as a matter of law.”"

¢ Id. at 252, 106 S.Ct. 2505.

" Celotex Corp. v. Catrets, 477 U.S. 317, 323, 106 S.Ct. 2548, 91
L.Ed.2d 265 (1986); Hicks v. City of Watonga, 942 F.2d 737, 743 (10th
Cir.1991). '

® Applied Genetics Int’l, Inc. v. First Affiliated Sec., Inc., 912 F.2d
1238, 1241 (10th Cir.1990); see also Matsushita Elec. Indus. Co., Ltd. v.
Zenith Radio Corp., 475 U.S. 574, 586-87, 106 S.Ct. 1348, 89 L.Ed.2d

538 (1986); Bacchus Indus., Inc. v. Arvin Indus., Inc., 939 F.2d 887,891

(10th Cir, 1991).
® Applied Genetics, 912 F.2d at 1241.

¥ Deepwater Invs., Ltd. v. Jackson Hole Ski Corp., 938 F.2d 1105,
1110 (10th Cir.1991). '

¥ Anderson, 477 U.S. at 250-51, 106 S.Ct. 2505,
® Id. at 251-52, 106 S.Ct. 2505.
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1II. DISCUSSION

The Tribe brought suit seeking injunctive and declara-
tory relief, asking the Court to issue an order prohibiting
the State from collecting motor fuel tax from fuel distribu-
tors who deliver fuel to the Nation Station. The Tribe
claims that the Indian Commerce Clause,” the Tribe’s
sovereign right to self-government and self- determination,
the Act for Admission of Kansas™ or other federal law
prohibits imposition of the Kansas fuel tax laws on dis-
tributors distributing fuel to the Tribe. Defendant asserts
that summary judgment should be granted because the
State is entitled to Eleventh Amendment immunity,” the
Tribe lacks standing, and the Hayden-Cartwright Act
- provides congressional consent for imposition of the State’s
fuel tax.”” Defendant also asserts that there is no material
issue of fact concerning whether the state fuel tax is
preempted by federal law, whether the state fuel tax
improperly infringes upon the Tribe’s sovereign right to
self-government, or whether the Kansas Act for Admis-
sions bars imposition of the tax. The Court will take each
of defendant’s contentions in turn.

A. Jurisdiction and the Eleventh Amendment

The Tribe asserts that this Court has jurisdiction over
this matter pursuant to 28 U.S.C. § 1862, which grants

® 17.S. CONST. art. I, § 8 cl. 3.

* See Act for Admission of Kansas into the Union, Ch. XX, § 1, 12
Stat. 126 (1861)

% 1J.S. CONST. amend. XI.

¥ 4U.8.C.§ 104.

" The Tribe also claims jurisdiction under federal question
jurisdiction, 28 U.S.C. § 1331.
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district courts original jurisdiction over civil actions
brought by federally-recognized Indian tribes wherein the
matter in controversy arises under the Constitution, laws
or treaties of the United States. Defendantargues ‘that
despite the grant.of: Jurlsdlctmn in§ 1362 the Eleven‘th
Amendment ~barsthe “Tribe’s claims. ‘Defendant  also
asserts that Ex parte Young,® a legal fiction created to
overcome the Eleventh Amendment’s bar under certain
circumstances, is inapplicable in this case. As discussed
below, defendant’s arguments are unfounded.

The Eleventh Amendment grants states sovereign
immunity from suits in federal court brought by the state’s
own citizens, citizens of another state, citizens of a foreign
state, suits by other sovereigns and suits by an Indian
tribe.” In Ex parte Young, the Supreme Court created a
legal fiction, circumventing Eleventh Amendment immu-
nity for suits seeking injunctive and declaratory relief
against state officers, sued in their official capacity, to
enjoin an alleged ongoing violation of federal law.” Defen-
dant contends that the Ex Parte Young exception is inap-
plicable in this case because the relief being sought by the
Tribe implicates special sovereignty interests. |

¥ 209 U.S. 1283, 28 S.Ct. 441, 52 L.Ed. 714 (1908).

* Blatchford v. Native Village of Noatak, 501 U.S. 775, 111 S.Ct.
2578, 115 1.Ed.2d 686 (1991); Principality of Monaco v. Mississippi, 292
U.S. 313, 54 S.Ct. 745, 78 L.Ed. 1282 (1934); Hans v. Louisiana, 134 _
U.8. 1, 10 8.Ct. 504, 33 L.Ed. 842 (18%20).

® Ex parte Young, 209 U.S. at 155-56, 28 S.Ct. 441; see also Alden
v. Maine, 527 U.S. 706, 747-48, 119 S.Ct. 2240, 144 L.Ed.2d 636 (1999)
(affirming the continuing validity of Ex parte Young).
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Defendant points to the Supreme Court case Idaho v.
Coeur d’Alene Tribe of Idaho,” wherein the Court ruled
that the Ex parte Young exception could not be entertained
when the relief requested would be as much of an intru-
sion on state sovereignty as an award of money damages.
In Coeur d’Alene, the tribe sought a declaratory judgment
against the state establishing its right to quiet enjoyment
 to submerged lands located within the boundaries of the
Coeur d’Alene Reservation.” The tribe also sought injunc-
tive relief against various state officials to prevent them
- from exercising regulatory jurisdiction over the submerged
land. The Court determined that the tribe’s claims were
the functional equivalent to a quiet title action and if relief
was granted, it would have divested the state of substan-
tially all regulatory power over the land at issue.” Thus,
the Court found that the requested relief would affect
Idaho’s sovereign interests “in a degree fully as intrusive
as almost any conceivable retroactive levy upon funds in
its Treasury,” defeating plaintiff’s Ex parte Young action.™

~ Soon after the Supreme Court’s Coeur d’Alene deci-
sion, the Tenth Circuit decided ANR Pipeline Co. v. La-
faver,” where it held that the states’ power to assess and
levy personal property taxes on property located within its
borders implicated special sovereignty interests, defeating
an Ex parte Young action. In so holding, the Tenth Circuit
interpreted Coeur d’Alene as requiring a new two-step
- analysis for determining whether Ex parte Young applies

“ 521 U.S. 261, 287, 117 S.Ct. 2028, 138 L.Ed.2d 438 (1997).
% Id. at 264-65, 117 S.Ct. 2028.

® Id. at 265, 117 S.Ct. 2028.

* Id. at 287, 117 S.Ct. 2028.

* 150 F.3d 1178, 1193 (10th Cir.1998).
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in any given case. According to ANR Pipeline, federal
courts are to first “examine whether the relief being
sought against a state official implicates special sover-
eignty interests.”” If the answer to the first inquiry is
affirmative, the court “must then determine whether that
requested relief is the functional equivalent to a form of
legal relief against the state that would otherwise be
barred by the Eleventh Amendment.””

Relying on Coeur d’Alene and the ANR Pipeline,
defendant asserts that an Ex parte Young action does not
apply in this case because the relief sought by the Tribe
implicates special sovereignty interests in the State’s
system of taxation and the requested relief would be the
functional equivalent to money damages against the State.
The Court finds defendant’s reliance on these cases is
misplaced. To rule otherwise would be to ignore the long
line of cases decided in federal court relating to state
taxation on tribal affairs.” As the Ninth Circuit pointed
out in Agua Caliente Band of Cahuilla Indians v. Hardin,”
“in the context of state taxation of tribes, there are pre-
emption considerations and competing sovereignty inter-
est, the merits of which are governed by a long line of
cases.” The issues presented by state taxation of tribal

* Id. at 1190 (citations and quotations omitted).
27 I d. .

® See e.g., Oklahoma Tax Comm’n v. Chickasaw Nation, 515 U.S.
450, 115 8.Ct. 2214, 132 L.Ed.2d 400 (1995); Washington v. Confeder-
ated Tribes of the Colville Indian Reservation, 447 U.S. 134, 100 8.Ct.
2069, 65 L.Ed.2d 10 (1980); White Mountain Apache Tribe v. Bracker,
448 U.S. 136, 100 S.Ct. 2578, 65 L.Ed.2d 665 (1980); Moe v. Confeder-
ated Salish and Kootenai, 425 U.S. 463, 96 8.Ct. 1634, 48 L.Ed.2d 96
(1976).

® 993 F.3d 1041, 1048 (2000).
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~ interests were not present in either ANR Pipeline or Coeur
d’Alene, both of which have been limited to their particular
facts.” Thus, the Court finds that an Ex parte Young action
is appropriate under the circumstances of this case.

In the alternative, the Tenth Circuit has ruled that
Indian tribes, asserting jurisdiction under 28 U.S.C.
§ 1362, may seek injunctive relief from state taxation in
federal court.” In Sac and Fox, the Tenth Circuit contem-
plated, under a set of facts very similar to those at hand,
whether Indian tribes could maintain suits in federal court
to enjoin collection of the State of Kansas’s motor fuel tax.
Relying on the Supreme Court’s decision in Moe v. Confed-
erated Salish and Kootenai Tribes,” the court determined
that neither the Eleventh Amendment nor the Tax Injunc-
tion Act, 28 U.S.C. § 1341, barred the tribes’ suit.® The
court reached this conclusion notwithstanding the Su-
preme Court’s decision in Seminole Tribe of Floride v.

* Robinson v. Kansas, 117 F.Supp.2d 1124, 1136-37 (D.Kan.2000)
(noting that Tenth Circuit has made it clear that finding a special
sovereignty interest such as those found in ANR Pipeline and Coeur
d’Alene is the exception not the rule) (citing Buchwald v. Univ. of New
Mexico Sch. of Medicine, 159 F.3d 487 (10th Cir.1998); Elephant Butte
Irrigation Dist. v. Dept. of the Interior, 160 F.3d 602 (10th Cir.1998);
" Branson Sch. Dist. RE-82 v. Romer, 161 F.3d 618 (10th Cir.1998); Ellis
v. Univ. of Kansas Med. Ctr, 163 F.3d 1186, 1198 (10th Cir.1998); J B.
ex rel. Hart v. Valdez, 186 F.3d 1280, 1287 (10th Cir.1999).

 See Sac and Fox Nation of Missouri v. Pierce, 213 F.3d 568, 571-
73 (10th Cir.2000). See also Sac and Fox Nation of Missouri, 979
F.Supp. 1350, 1352-53 (D.Kan.1997).

* 495 U.S. 463, 96 5.Ct. 1634, 48 L.Ed.2d 96 (1976) (upholding an
Indian tribe’s right to seek injunctive relief from state taxation in
federal court).

® Sac and Fox, 213 F.3d at 572.
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Florida,” finding that the Seminole Tribe Court had
expressly recognized that in Moe it had reached a different
coniclusion due to the fact that the case involved an Indian
tribe’s access to federal court for the purpose of obtaining
injunctive relief from state taxation.” Based on the Moe
decision, the Tenth Circuit reasoned that federal courts
have jurisdiction under 28 U.S.C. § 1362 to consider the
merits of the Kansas fuel tax case.” Like the Tenth Cir-
cuit, this Court asserts jurisdiction under § 1362 and finds
the Eleventh Amendment does not bar this suit.

As instructed by the Tenth Circuit in Sac and Fox,
this Court has jurisdiction and the Eleventh Amendment
does not bar the Tribe’s claim brought pursuant to § 1362.
Further, based on the legal fiction created in Ex parte
Young, the Court finds that it has jurisdiction to hear this
dispute. Therefore, summary judgment is not appropriate
based on the State’s Eleventh Amendment immunity.

B. Standing

Under Article III, § 2 United States Constitution,
Federal courts have jurisdiction to hear a matter only if an
actual “case or controversy” exists.” In determining

* 517 U.8. 44, 72-73, 116 S.Ct. 1114, 134 L.Ed.2d 252 (1996)
(holding that Article I of the United States Constitution, including the
Indian Commerce Clause, does not provide sufficient authority for
Congress to abrogate that State’s Eleventh Amendment immunity).

* Suc and Fox, 213 F.3d at 571 (citing Blatchford, 501 U.S. at 784,
111 S.Ct. 2578). |

% Sac and Fox, 213 F.3d at 572.
¥ U.S. CONST. art. 111, § 2.
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whether a case or controversy exists, the Court must
evaluate whether the Tribe has standing to sue.”

As stated by the Tenth Circuit in Sac and Fox, the
Constitutional standing question addresses “whether the
plaintiff has alleged such a personal stake in the outcome
of the controversy as to warrant its invocation of federal-
court jurisdiction and to justify exercise of the court’s
remedial powers on its behalf”® To~meet-the standing
requiremert; the Tribe must allege“1)a concrete and
particularized-actual or-imminent injury; 2) Whiéh”‘is:féiirly
traceable to the defendant’s conduct, and “3) “which a
favorable court decision will redress.”” In addition to the
above mentioned requirements, the Supreme Court has
enunciated several other . prudent:aal standing  require-
ments; First; a plammff must ‘assert its-own rights and not
those of others.” Next, a plaintiff will not meet the stand-
ing requlrement if he or she asserts a generahzed gnevw
interest which a plaintiff wants protected must be W1th1n
the “zone-of interests to be protected by the statute or
Constitutional guarantee.”

* Raines v. Byrd, 521 U.8. 811, 818, 117 8.Ct. 2312, 138 L.Ed.2d
849 (1997). |

* Sac and Fox, 213 F.3d at 573 (citations and quotations omitted).

“ Id. (citing Northeastern Fla. Chapter of the Associated Gen.
Contractors of America v. City of Jacksonville, 508 U.S. 656, 663-64, 113
5.Ct. 2297, 124 L.Ed.2d 586 (1993)).

- " Id. at 573 (citing Warth v. Seldin, 422 U.S. 490, 499, 95 S. Ct
2197, 45 L.Ed.2d 343 (1975)).

“ Id. (quoting Warth, 422 U.S. at 499, 95 S.Ct. 2197).

- ® Id. (quoting Association of Data Processing Serv. Orgs., Inc. v.
Camp, 397 U.S. 150, 153, 80 8.Ct. 827, 25 L.Ed.2d 184 (1970)).
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Defendant argues that the Tribe lacks standing to
bring this case because the tax in question falls on the
distributors, not the Tribe.® The Court finds that the
Tenth Circuit’s decision in Sac and Fox settles this issue.

Addressing the exact arguments made by defendant
here, the Sac and Fox court held that a tribe has standing
to sue a state in federal court where the tribe alleges
particularized imminent economic injury due to the state’s
imposition of the fuel tax.® In Sac and Fox, the state
alleged that the tribes did not have standing to bring suit
challenging the Kansas motor fuel tax because the legal
incidence of the tax falls on the distributors of the fuel
rather than on the tribal retailers. The court rejected this
argument stating that the court had “little difficulty
concluding that the Tribes [have] constitutional standing
to maintain their suit against the State.”*

Like the tribes in Sac and Fox, the Tribe here meets
the standing criteria to challenge the State’s fuel tax.” First,
the Tribe provides affidavits claiming injury including

“ See Sac and Fox, 213 F.3d at 580 (holding that the legal ineci-
dence of the Kansas fue] tax falls on the distributoer, not the retailer).

“ Id. at 573-7T4. The Court acknowledges that the case cited by
defendant, Carter v. Montana Dept. of Transp., 274 Mont. 39, 905 P.2d
1102 (1895), where the court held a fuel retailer did not have standing
to challenge the state fuel tax when the legal incidence of the tax falls
on the distributor, is somewhat in contrast to the Tenth Circuits
decision in Sac and Fox. Despite the value of the case to defendant’s
position, the Court finds it is bound by Tenth Circuit precedent, not by
Montana Supreme Court precedent. Further, the Carter case can be
distinguished because the gas station in question was not tribally
owned and the case was not brought by the tribe, it was brought by an
individual Indian.

“ Sac and Fox, 213 F.3d at 573.

¥ See id. at 573-74.
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interference with the right of self government and eco-
nomic injury caused by the state fuel tax. Next, the alleged
injury is directly traceable to the State’s desire to impose a
fuel tax,” in that the Act allows the tax to be passed on
directly to the retailers.” Finally, deciding in favor of the |
Tribe will redress the alleged injury because if the dis-
tributors who distribute fuel to the Nation Station are not
required to pay the tax, there will be no threat of passing
the tax through to the Tribe.” -

Further, like in Sac and Fox, the prudential standing
principles discussed above do not bar the Court’s exercise
of jurisdiction.” First, the Tribe asserts its own rights to be
free from the cost of motor fuel tax. The fact that the
consumers and fuel distributors will unquestionably
benefit if the Tribe is successful in challenging the tax,
does not alter the Court’s analysis.” Next, because the
Tribe has asserted its right to be free from the fuel tax, it
is not asserting a “generalized grievance” prohibiting the
Court from exercising jurisdiction.” Finally, the Tribe’s
alleged economic interest in being free from taxation is
arguably within the “zone of interest” that federal law
seeks to protect.” In grappling with the “zone of interest”
prudential requirement for standing, the Tenth Circuit
noted that federal law has long sought to “protect tribal

 “ Id. at 574. |
- See Kan. Stat. Ann. § 79-3409.
* Sac and Fox, 213 F.3d at 574 (citing Kan. Stat. Ann. § 79-3409).
* See id. | -
# See id.
= Id.
* Id.
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self-government from state interference, including state
taxation.”® |

Based on the above analysis, the Court finds that the
Tribe has demonstrated that it has standing to bring this
action in federal court. Therefore, summary judgment will
not be granted on defendant’s chalienge to the Tribe’s
standing.

C. Hayden-Cartwright Act, 4 U.S.C. § 104

Defendant argues that pursuant to the Hayden-
Cartwright Act, 4 U.S.C. § 104, Congress consented to the
states’ power to tax fuel distributions to Indian tribes,
leaving the Tribe without recourse to challenge the tax. Ir:
pertinent part § 104(a) of the Act states:

All tax levied by any State, Territory, or the Dis-
trict of Columbia upon, with respect to, or meas-
ured by, sales purchases, storage, or use of
gasoline or other motor vehicle fuels may be lev-
ied, in the same manner and to the same extent,
with respect to such fuels when sold by or
through post exchanges, ship stores, ship service
stores, commissaries, filling stations, licensed
traders, and other similar agencies, located on
United States military or other reservations,
when such fuels are not for the exclusive use of
the United States. Such taxes, so levied, shall be
paid to the proper taxing authorities of the State

*® Id. (citing McClanahan v. Arizona State Tax Comm’n, 411 U.s.
164, 170-71, 83 S.Ct. 1257, 36 L.Ed.2d 129 (1973)).
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. within whose barders the reservation may be
located %

The State argues that the phrase “other reservations”
includes Indian lands and that the term “licensed trader”
specifically refers to tribal retailers. The Tribe counters
that the Act is ambiguous and that ambiguity should be
construed in favor of Indian sovereignty. Unfortunately,
the Court is left with little guidance from the Circuit
Courts or the Supreme Court in determining whether
Congress intended the phrase “other reservations” to
include Indian reservations.” Only the Tdaho Supreme
Court and the United States District Court for the District
Idaho have struggled with this difficult issue:” Although
the Courﬁ is not. bound. by-either of these decisions, the
Court ﬁnds the dee1smns persuasive-and holds that the
Hayden~0artwnght Act. does not-amount to ‘congressional
authonzatlon for states. to impose-fuel tax on fuel deliv-
"'"ered‘ to_ Ind}.a..n reservatmns

The Court begins its analysis by noting that a state
may not levy taxes on Indian tribes or individual Indians
inside Indian country without express approval of Con-
gress.” Because of the “unique trust relationship” between

¥ (Emphasis added).

* Sac and Fox, 213 at 576 (“Neither the Supreme Court nor any of
the circuit courts of appeals, nor any court as far as we can discern, has
addressed the difficult question of whether Congress intended 4 U.S.C.
§ 104(&) to encompass Indian lands.”)

* Coeur D’Alene Tribe v. Hammond, 224 F.Supp.2d 1264 (D.Idaho
2{}02) Goodman Oil Co. of Lewiston v. Idaho State Tax Comm’n, 136
Idaho 53, 28 P.3d 996 (2001), cert denied, 534 U.S. 1129, 122 S.Ct. 1068,
151 L. Ed.2d 971 (2002).

* See County of Yakima v. Confederated Tribes & Bands of Yakima
Nation, 502 U.S, 251, 258, 112 S.Ct. 683, 116 1.Ed.2d 687 (1992)
~ (Continued on following page)
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the United States and Indian Nations, statutes that affect
Indians are to be “construed broadly, with any ambiguous
provision to be interpreted to their benefit.”® Unless
Congress makes it abundantly clear that it intends to
grant taxing authority to the states, the Court must
construe the statute as not allowing the taxation of Indi-

61
aris.

Defendant argues that the language in the Hayden-
Cartwright Act expressly approves state taxation of fuel
 delivered in Indian country. The Tribe argues that Con-
gress did not expressly approve state taxation of motor
fuel on Indian reservations and that the statute is, at best,
ambiguous. Thus, the Tribe argues that the statute must
be construed in favor of the Tribe and interpreted so as to
not grant such taxing authority. Following the principles
‘elucidated above, the Court agrees with the Tribe and
finds that the Hayden-Cartwright Act does not expressly
provide for state taxation on fuels delivered in Indian
country. Defendant argues that the language in the Act,
which allows for state taxation of motor fuels sold on

(“[‘Albsent cession of jurisdiction or other federal statutes permitting it,
‘we have held, a state is without power to tax reservation lands and
reservations Indians.”) (quoting Mescalero Apache Tribe v. Jones, 411
U.S. 145, 148, 93 S.Ct. 1267, 36 L.Ed.2d 114 (1973)). See also Montana
v, Blackfeet Tribe, 471 U.S. 759, 764, 105 S.Ct. 2399, 85 L.Ed.2d 753
(1985) (“The Constitution vests the Federal Government with exclusive
authority over relations with Indian tribes . .. and in recognition of the
sovereignty retained by Indian tribes even after the formation of the
United States, Indian tribes and individuals generally are exempt from
state taxation within their territory.”)

® Hammond, 224 F.Supp.2d at 1268 (citing Oneida County v
Oneida Indian Nation, 470 U.S. 226, 247, 105 S.Ct. 1245, 84 L.Ed.2d
169 (1985); McClanahan, 411 U.S. at 174, 93 S.Ct. 1257).

% Hammond, 224 F.Supp.2d at 1268.
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“United States military or other reservations,”” includes
Indian reservations. The Court is not persuaded by defen-
dant’s argument. As noted by United States District Court
for the District of Idaho in Hammond, the term “reserva-
tion” has broad meaning and may or may not include
Indian reservations.” The Hammond court explained that
the term reservation has been used in land law to describe
any body of land which Congress has reserved from sale.”
The term has also been used to describe “military bases,
national parks and monuments, wildlife refuges, and
federal property.”®

Additionally, as articulated by the Idaho Supreme
Court in Goodman Cil, if Congress intended to include
Indian lands in the pertinent part of the statute, § 104(a),
it would have done so. The Act uses the phrase “Indian
Lands or other federal reservations” in section three and
the phrase “Indian reservation roads” in section six.*
Congress’s use of these distinct phrases convinces this
Court that Congress could have specified that the entire
Act was to apply to Indian reservations or Indian lands
but did not. Therefore, by not using the word “Indian
Reservation” in the applicable part of the Act, § 104(a), the
language of the Act does not clearly show that Congress
intended to allow state taxation of tribal fuel.”

= 4 U.S.C. § 104(a).
® Hammond, 224 F.Supp.2d at 1269.

® Id. (quoting United States v. Celestine, 215 U.S. 278, 285, 30
S.Ct. 93, 54 L.Ed. 195 (1809)).

% Id.
® See Goodman Oil, 28 P.3d at 1000.
¥ Id.
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Defendant also argues that the use of the term “li-
censed traders” equates to Indians or Indian traders,
lending support for the position that Congress intended to
allow states to tax in Indian country. The Court disagrees
with defendant and finds that use of the term “licensed
traders” is also ambiguous and therefore does not support
defendant’s position that the Act expressly grants states
the authority to tax fuel on Indian reservations. As noted
by the Goodman Oil court, at the time the Hayden-
Cartwright Act was passed, the term licensed traders
could have meant licensed sellers of malt beverages,
licensed retailers on government reservations or licensed
traders selling goods on all government reservations.” So,
once again the term used by Congress is too broad to have
the effect of conveying upon states the right to tax Indians.
Congress could have used the term licensed Indian traders
had it meant to grant states the authority to tax fuel on
Indian reservations.

Defendant also urges the Court to resolve any ambi-
guities in the language of the Act by turning to the Act’s
legislative history and the executive interpretation of the
Act. Defendant insists that the Court is required to defer
to agency interpretation of a statute as required by the
Supreme Court’s decision in Chevron U.S.A., Inc v. Natu-
ral Resources Defense Council.® Defendant argues that the
stated purpose of the statute, and two agencies’ interpreta-
tions show, that the Act applies to Indian reservations.

® Id. (citing Falls City Brewing Co. v. Reeves, 40 F.Supp. 35
(D.Ky.1941)). - |

® 467 U.8. 837, 843, 104 S.Ct. 2778, 81 L.Ed.2d 694 (1984).
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Again, the Court disagrees. The Court will address defen-
dant’s arguments regarding the legislative hlstery and
agency interpretation in turn.

First, defendant draws the Court’s attention to Iégis-
lative history explaining the intended purpose of the Act.
The purpose of the Act, which was passed in 1936, was to
fund the extension of highway construction and mainte-
nance. Congress intended to correct the general unfairness
in the sale of fi}_._el exempt from state taxation on federal
reservations. The legislative history discussing the pur-
pose of the Act never specifically refers to Indian reserva-
tions.” Instead, the legislative history only discussed the
inequities of selling gasoline free of state tax in “post
exchange stores” and “government reservations.” Once
again, defendant contends that the use of the term gov-
ernment reservations was meant to include Indian reser-
vations. As discussed above, the Court is not convinced
that the use of the term “government reservations” in-
cludes Indian reservations. Further, as noted by the
Hammond court, simply because Congress expressed its .
intent to give up the federal government’s exemption from
state motor fuel taxes, does not mean Congress was

willing to sacrifice the Indians’ exemption from the tax as
well,™

Next, defendant calls the Court’s attention to the
opinions of the Attorney General and Solicitor of the

™ See 80 CONG. REC. 8, 8701 (remarks of Congressman Whitting-
- ton) {(“In post exchange stores and on government reservations, gasoline
and motor fuel is being sold free from local taxes. The conferees believe
that all local taxes should be collected except when the gasoline or
motor vehicle fuels are for the exclusive use of the United States....”).

" Hammond, 224 F.Supp.2d at 1269.
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Department of Interior, alleging that the opinions clarify
any ambiguity contained in the language of the statute
Four months after the Act was passed in 1936, the Attor-
ney General stated that the Act applied to a “military
reservation, or an Indian reservation....”” Also, the
Solicitor of the Department of the Interior concluded that
the Act authorizes state taxation of sales of motor fuel
purchased on a reservation for tribal enterprise for resale
both to non-Indians and members of the tribe.”

These statements suggest that the Attorney General
and the Solicitor of the Department of Interior believed
that the Act applied to Indian reservations, but as dis-
cussed in Goodman Oil, these statements are not suffi-
cient to clarify the ambiguities contained in the Act.” The
Attorney General Opinion of 1936 dealt with whether
national parks fell within the Act and mentions “Indian
Reservations” in passing.” The entire passage reads “some
of the agencies which are expressly designated in Section
10 apparently are such as usually pertain to military,
naval, or Indian reservations and that section does not
expressly mention national parks.”” The qualifier of
“apparently” lends weight to this Court’s conclusion that
the Attorney General’s interpretation is ambiguous.

The opinion of the Solicitor of the Department of the
Interior is equally ambiguous. Referencing the Act, the

= 38 U.S. Op. Atty Gen. 522, 524 (1936).

™ Application of Federal and State Taxes to Activities of Menomi- |
nee Indian Mills, 57 Interior Dec. 129, 138-40 (1940).

* Goodman Oil, 28 P.3d at 1000-01.
™ See id. |
" 38 U.S. Op. Atty Gen. 522, 524 (1936).
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Solicitor said “[i]t is not clear, however, whether the
Government agencies specified are intended to include
such federal agency as the Menominee tribal enterprise
and whether the reference to reservations includes Indian
reservations.”” While the Solicitor eventually concluded
that the taxes could be levied in the circumstances before
him, his statement shows that he also found the Act
ambiguous.

Further, as noted in Goodman Oil and Hammond,
Congress has recently attempted to pass legislation to
authorize the state taxation of fuel sales on Indian reser-
vations.” Such an attempt was apparently a recognition by
Congress that more precise language would be necessary
to grant states the authority to tax fuel on Indian reserva-
tions. If Congress intended the Hayden-Cartwright Act to
allow for state taxation of fuel on Indian reservations, it is
unlikely that Congress would continue to propose bills to
permit a tax it apparently already allowed.

Interpreting ambiguities in the Act in favor of the
Tribe, the Court finds that the language of the Act does not
show that Congress consented to taxation of the Indian
reservations. The Court is further not persuaded by
defendant’s arguments relating to the legislative history or
subsequent agency interpretation of the Act. Because
Congress must be explicit if it intends to grant states the
power to tax within Indian country, and because the Court
finds Hayden-Cartwright does not provide for an explicit

“ 57 Interior Dec. 129 at 138 (1940).

* Hammond, 224 F.Supp.2d at 1269 (citing H.R. No. 3966, 105th
Cong.2d Sess. (1998); S. 550 106th Cong. (1999)); Goodman, 28 P.3d at
1001.
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grant of Congressional authority for state taxation of
motor fuel delivered to Indian reservations, defendant’s
request for summary judgment on this issue is denied.

Because the Hayden-Cartwright Act is not a basis for
summary judgment and because there is no jurisdictional
bar preventing the Court from moving forward, the Court
must now turn to the merits of the case.

D. Preemption and Tribal Self-Government

Two separate but distinct doctrines pose a barrier to
the assertion of state taxation over transactions occurring
on reservation land: federal preemption and tribal rights
to self-government.” These doctrines manifest themselves
from the broad authority given to Congress to regulate
tribal affairs under the Indian Commerce Clause and from
“the semi-independent” position of Indian tribes.” The
Tribe asserts these doctrines bar the State from imposing
its motor fuel tax on fuel delivered to the reservation. The
Court is required to analyze the barriers posed by these
doctrines independently because either doctrine, standing
alone, can be a sufficient basis for holding that Kansas’s
motor fuel tax is invalid as it relates to fuel delivered to
the Tribe’s reservation.”. |

- ™ White Mountoin Apache Tribe v. Bracker, 448 U.S. 136, 143, 100
5.Ct. 2578, 65 L.Ed.2d 665 (1980).

® Id.
* Id.
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1. Preemption

It is settled law that a state tax is unenforceable if the
- legal incidence of the tax falls on an Indian tribe or its
members for sales made within Indian country.®” If how-
ever;-the legal'incidence of the tax rests onnon-Indians; as
1t'---- undl.sputably dees here “no- categcmcal bar prevents

tribal mterests fa.vors the State a.nd the federal law is'not
to.the: contrary, the State may impose its levy.”® Because
the legal incidence of the Kansas motor fuel tax falls on
non-Indians, the Court is required to determine if a
material issue of fact exists as to whether the balance of
the federal, state and tribal interests tilt in favor of the
‘Tribe. The Court must grant defendant’s motion for
summary judgment if the Court finds the evidence favor-
ing the State’s interest in imposing the motor fuel tax is so
one-sided that defendant is entitled to prevall as a matter
of law.”

Ordinarily, when state taxes are imposed on the sale
of non-Indian products to non-Indian consumers, the
balance of the federal, state and tribal interests tilt in

* Oklahoma Tax Comm’n v. Chickasaw Nation, 515 U.S. 450, 458,
115 8.Ct. 2214, 132 L.Ed.2d 400 (1995) (“|Wlhen a State attempts to
levy a tax directly on an Indian tribe or its members inside Indian
country, rather than on non-Indians, we have employed, instead of a
balancing inquiry, ‘a more categorical approach: Absent cession of
Jurisdiction or other federal statutes permitting it, we have held a State
is without power to tax reservation lands and reservation Indians.’”).

*. Chickasaw Nation, 515 U.S. at 450, 115 S.Ct. 2214.

* Anderson v. Liberty Lobby, Inc., 477 U.S. 242, 251 52, 106 S.Ct.
2505, 91 L.Ed.2d 202 (1986).
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favor of the state.” In Washington v. Confederated Tribes
of the Coluville Indian Reservation, the Supreme Court held
that while federal policy seeks to foster tribal self-
government and economic development, it does not pre-
clude state taxation of sales by Indians to nonmembers of
the tribe.” In so ‘holding, the Court announced that tribes
cannot assert.an. exemptwn from state taxzation by “impos-
ing their own taxes or otherwise earning revenues by
participating in the reservation enterprises.”” The Court
reasoned that “[ilf this assertion were accepted, the Tribes
could impose a nominal tax and open-chains of discount
stores  at reservation borders, selling goods of all descrip-
tions at deep discounts. . . .”*

The Tribe asserts that the rules set forth in Colville
are inapplicable in this case because unlike the customers
who were drawn to the smokeshops to avoid state cigarette
tax in Colville, gas purchasers-are drawn to-the Nation
Station because -of its close proximity to the casmo, a
tribally owned and-operated endeavor.. The Ninth Circuit
was presented with a similar argument in Salt River
Pima-Maricopa Indian Community v. Arizona.” In that
case, the tribe argued that the rules set forth in Colville
" only apply in-cases where-a tribe-attempts. to create a
“magnet” effect of drawing customers on to- the reservation
by offering a lower sales tax rate than the state. The court
cast serious doubt on the tribe’s attempt to read Colville so

* Salt River Pima-Maricopa Indian Cmty. v. Arizona, 50 F.3d 734,
737 (9th Cir.1995).

® 447 U.S. 134, 100 S.Ct. 2069, 65 L.Ed.2d 10 (1980).
87 Id .
® 14,
% 50 F.3d 734.



App. 47

- narrowly and held that even if Colville is narrowly read,
the state tax will be allowed where the tribe is attempting
to sell non-Indian products to non-Indians and where the
state tax precludes the tribe from creating the type of tax
~haven the Colville court sought to prevent.
the Salt River court, the most-important factors'in deter-
mining that the state tax was not preempted by federal
law. was that the goods and services sold were non-Indian,
the legal incidence of the tax falls on' non-Indians and the
state provided most of the governmental services to. those
who bear the ultimate economic burden of the state tax.”
Likewise, in the case before the court, the legal incidence
of the tax falls on non-Indians, the Tribe is importing a
non-Indian product” and selling the product mostly to
non-Indians and those who bear the ultimate economic
- burden of the fuel tax, the consumers are prowded gov-
ernmental services by the state.”

While the Tribe certainly has an interest in raising
revenues, that interest is at its weakest when goods are

* Id. at 737..

* The court rejects the implication that fuel sold at the Nation
Station is an Indian product because the Tribe operates a casino in the
vicinity or that fuel is an Indian product because the Tribe financed and
constructed the Nation Station to include the proper facilities for
unloading, storage, and dispensing of gasoline. See Chemehuevi Indian
Tribe v. California St. Bd. of Equalization, 800 F.2d 1446 (9th Cir.1986)
(rejecting the tribe’s assertion that Colville is inapposite where the tribe
markets cigarettes as part of a legitimate business enterprise, where
residents and visitors take advantage of other amenities offered by the -
tribe}.

% See Sac and Fox, 213 F.3d at 584 (stating that the ultimate
economic burden of the Kansas motor fuel tax “most assuredly falls on
the consumer”™). As discussed below in section D.2., the court rejects the

- Tribe’s argument that it bears the ultimate economic burden of the fuel
tax. :
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imported from off-reservation for sale to non-Indians.” The
State’s interest in raising revenues is strongest when, as
here, non-Indians are taxed, and those taxes are used to
provide the taxpayer with government services.” Based on
the foregoing analysis, it is clear that the preemption
balance unmistakably tips in faver of the State. Thus,
summary judgment shall be granted as to the Tribe’s claim
arising under federal preemption.

2. Tribal Self-Government

The Tribe also asserts that imposition of the state fuel
tax infringes on the Tribe’s sovereign right to impose tribal
fuel taxes, infringes upon the Tribe’s sovereign right to
finance and provide essential government services, in-
fringes upon the Tribe’s sovereign right to self-government
and self-determination, and infringes upon the Tribe’s
right to conduct business and to economically develop its
reservation. “The doctrine of tribal self-government, while
- constituting an independent barrier to the assertion of
state taxing authority over activities taking place on tribal
reservations, bears some resemblance to that of federal

* Salt River, 50 F.3d at 739.

_ * The Tribe has asserted that eleven percent of its fuel sales are
derived from sales to reservation residents, tribal government employ-
. ees and other persons who work on the reservation. The Tribe has not
asserted that a majority or even a substantial portion of its fuel sales
are made to reservation residents, those who primarily reap the
benefits of tribal government services. It cannot be disputed that
Kansas provides governmental services off the reservation to the non-
Indian purchasers of fuel. In addition, the State also provides services
on and near the reservation including maintenance of U.S. Highway 75,
the highway that leads to the reservation. In addition to road mainte-
nance, the State provides fire and police protection on and near the
reservation.
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preemption.”” Application of this doctrine requires the
Court to weigh both state and tribal interests in raising
revenue to provide taxpayers with essential government
services.

‘The Tribe’s interest in raising revenues to support
essential tribal services is strongest when “the re*venues
activities mvnlvmg the Tnbes and When the | taxpayer is
the recipient -of tribal -services.”” Revenues will not be
considered derived from “value generated on the reserva-
tion” if the value of the product marketed by the tribe is
merely an exemption from state tax. In other Words, if the
tribe earns its profits simply by importing non-Indian
products onto the reservation for resale to non-Indians
free from state taxation, the profits are not derived from
value generated on Indian lands.”

~ The Tribe asserts that the revenues derived from the
fuel sold at the Nation Station are a result of value gener-
“ated on Indian lands because the casino, operated in close
proximity to the gas station, generates a flow of motor
vehicle traffic. The Tribe contends that the gasoline
market exists because of the nearby casino, not simply
because patrons can purchase gas free from state motor
fuel tax. Assuming the Tribe can show that they are
marketing a product, the value of which is derived on
reservation land, the Tribe cannot show that those who

% Gzla Rwer Indian. Cmty v Waddell 967 F.2d 1404, 1412 (9th
Cir.1992) (c1t1ng White Mountain Apache Tribe, 448 U.S. at 142, 100
8.Ct. 2578).

* Colville, 447 U.S. at 156-57, 100 S.Ct. 2069 (empha51s added).
~ *" Sait River, 50 F.3d at 738.
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ultimately take on the economic burden of the tax, the
consumers, are the recipients of tribal services as opposed
to state services.”

The Tribe proposes that the ultimate economic burden
of the tax does not fall on the consumers but rather it falls
on the Tribe. The Tribe bases this assertion on the pre-
sumption that the tax will destroy the Nation Station’s
business by burdening the Nation Station with double
taxation and interfering with the Tribe's right to impose
tribal taxes and to finance its government. The Court
cannot agree for several reasons.

First, in Sac and Fox, the Tenth Circuit held that even
though the legal incidence of the Kansas motor fuel tax
falls on the fuel distributors, the ultimate, albeit indirect,
economic burden of the Kansas motor fuel tax falls on the
consumer.” Thus, according to the Tenth Circuit, if the
Tribe can show that the ultimate economic burden falls on
tribal members as the consumers of the fuel, the tax
improperly interferes with internal tribal affairs.” Such a
showing would require the Tribe to produce evidence that
a substantial portion of the Tribe’s retail fuel sales are to
tribal members. The Tribe cannot make the required

* See Sac and Fox, 213 F.3d at 584 (stating the ultimate economic
burden of the Kansas motor fuel tax “most assuredly falls on the
consumer”).

* Sac and Fox, 213 F.3d at 584. See also United States v. Missis-
stppt Tax Comm’n, 421 U.S. 599, 607-10, 95 S.Ct. 1872, 44 L. Ed.2d 404
(1975) (holding that the legal incidence of the tax does not always fall
upon the entity legally liable for payment of the tax); Chickasaw Nation
v. Oklahoma Tax Comm’n, 31 F.3d 964, 972 (10th Cir.1994) (noting that
the “question of who bears the ultimate economic burden of the tax is
distinct from the questmn of on whom the tax has been imposed.”).

IOOId
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showing as their own evidence indicates that only a small
percentage of the retail fuel sales are made to tribe mem-
bers. The Tribe presents evidence indicating that seventy-
three percent of the fuel sold at the Nation Station is sold
- to casino patrons and only eleven percent of the fuel sales
are made to persons who live or work on the reservation.
Although the Tribe certainly provides substantial services
to those persons who live and work on the reservation,
that group of persons constitutes only a small portion of
the consumers who purchase fuel at the Nation Station.
The majority of the fuel consumers are not members of the
Tribe and are thus recipients of state services.'™

Second, the Tribe’s contention that the state fuel tax
and the tribe’s fuel tax cannot coexist because the result
will be double taxation and an increase in the product’s
cost must also be rejected. There is no question that the
Tribe’s power to tax transactions occurring on trust lands
“is a fundamental attribute of sovereignty which the tribes
retain unless divested of it by federal law....”" But, a
tribe cannot oust a state from any power to tax on-
reservation purchases by nonmembers of the tribe by
simply imposing its own tax on the transactions or by
otherwise earning its revenues from the tribal business.'®

" The Court recognizes that the Tribe provides some governmen-
tal services to non-Indian purchasers by constructing and maintaining
reservation roads and providing police protection. But, it cannot be
disputed that the vast majority of governmental services used by the
non-Indian purchasers are provided by the State, off the reservation.

" Colville, 447 U.S. at 152, 100 S.Ct. 2069.

" Id. at 154-158, 100 S.Ct. 2069. See also Gila River Indian Cmiy.,
91 F.3d 1232, 1239 (9th Cir.1996) (“The State and Tribe have concurrent
taxing jurisdiction ... [a]ecordingly, the Tribe’s tax program is not
undermined by the state tax.”).
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Further, any negative economic impact on the Tribe by the
imposition of the state fuel tax is not necessarily sufficient
to invalidate the tax."” Indeed, the state may sometimes
impose a “non-discriminatory tax on non-Indian consum-
ers of Indian retailers doing business on the reservation
.. even if it seriously disadvantages or eliminates the
Indian retailer’s business with non-Indians.”’®

Finally, the Tribe has failed to show that the state
motor fuel tax substantially affects its ability to offer
governmental services or in any way affects the Tribe’s
right to self-government. The Supreme Court has held
that merely because the result of imposing the fuel tax will
deprive the Tribes of the revenues which they are cur-
rently receiving, does not infringe on the right of reserva-
tion Indians to “make their own law and be ruled by
them.”

The Tribe’s interests in raising revenues simply
‘cannot outweigh the State’s legitimate interest in raising
revenues through its system of taxation.’™ The State’s
interest in imposing such a tax is greatest when the “tax is
directed at off-reservation value and when the taxpayer is
the recipient of state services”.’” In this case, it is undis-
puted that the legal incidence of the tax is directed off-
reservation at the fuel distributors.'® Further, it is also

* Colville, 447 U.S. at 152, 100 8.Ct. 2069; Sac and Fox, 213 F.3d
at 583. _

** Colville, 447US. at 151, 100 S.Ct. 2069.

% Id. at 157, 100 S.Ct. 2069. See also ANR Pipeline, 150 F.3d at
1193 (“Congress has made it clear in no uncertain terms that a state
has a special and fundamental interest in its tax collection system.”).

97 Colville, 447 U.S. at 157, 100 S.Ct. 2069.
8 Sac and Fox, 213 F.3d at 580.
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undisputed that only a small part of the fuel sales are
made to persons who either live or work on the reservation
who are the recipient of tribal services. The majority of the
fuel consumers are recipients of state services. Even if the
Court accepts the Tribe’s proposition that the fuel sales
are a result of value generated on reservation land, the
Tribe cannot show that a substantial portion of the tax-



ERROR: i0error

OFFENDING COMMAND:

STACK::

~dlctionary-
-savelevel-

image



gnd Poiaww%z '

. 74
AP A
@’ Tribal Attorneys Office @g . David Prager, IT1
Q& Tribal Government Center % Tribal Attorney
16281 Q ROAD -1 (785) 966-4030
MAYETTA, KS 66509 Fax: (785) 966-4086
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December 5, 2003
Tracy Labin
Native American Rights Fund
1712 N St., N.W.
Washington, DC 20036

Re: Pending 10™ Circuit Cases: Motor Fuel Taxes and Tribal Tags.
Dear Tracy:
[ have enclosed the briefs filed in our motor fuel tax case.

[ feel good about the work that we have done to this point, but being the
tribal appellant in a state tax case makes this difficult. At leastitis an appeal
of the granting of a motion for summary judgment.

Both of these cases have the issue of possible federal preemption of off-
reservation state action which impairs the exercise of on-reservation tribal
government.

Please provide conmments, advice, etc., in our common effort to strengthen
tribal sovereignty.

Very truly yours, |
f:j?’zmﬁ ﬁf@x« , A

David Prager, 1il




