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Our studies of the.,leases made by the- Federal 
Government for Indian~Tesources reveal that they are 
among the poorest in the world to begin with. -To 
find that even their meager terms are not being 
met is simply outrageo~s •. : · 

. . .-;·::;J-J: ·\ .. _.: 
:~. 

We shall appreciate he·ari~g from you· a.t your 
earliest convenience.~~ 

cc: 

~ ; 

.. -~ S~ely, . ~----

;4;--~ 
' 

.{· 

Senator Jackson / 
Senator Abourezk· · 

LaDonn~ H;trri s · ·-
President· :. 

Digitized from Box 4 of the Bradley H. Patterson Files at the Gerald R. Ford Presidential Library



niO• -AMERICANS for INDIAN OPPORTUNITY 

LaDonna Harris 
President 

e 1816 JEFFERSON PLACE N W WASHINGTON DC 20036 e (202) 466-8420 

August 13, 1975 

.A,) ,-BOARD OF DIRECTORS Jflv-
1. W. Abel 

Lionel Bordeaux. Sioux 

Edgar Bowen, Coos-Oregon 

Terry Brown, Karok 
Lee Buck The Honorable Gerald R. Ford 
Price M. Cobbs. M.D. The White House 
Eugene Crawford, Sioux 

Ada Deer, Menominee Washington, D.C. 20500 
Jack Edmo. Shoshone-Bannock, 

Blackfeet 

Coy G. Eklund 

Roy George. Nooksack Dear President Ford: 
LaDonna Harris. Comanche 

The Honorable William L. Hensley, 
Eskimo Due to ~ negligence, I did not put in the ebclosure 

with our President's letter to you on August 5, 1975, 
which was an article from the New York times concerning 
royalty payments to Native Americans on their leases. 

Rev. Theodore M. Hesburgh, 
c.s.c. 

Minerva Jenkins. Apache 

Forrest Kassanavoid, Comanche 

Yvonne Knight. Ponca 

Louis LaRose. Winnebago 

David Lester, Creek 

Dennis Limberhand, Northern 
Cheyenne 

Philip Martin, Choctaw 

Grace McCullah, Navaho 

N. Scott Momaday. Kiowa 

Jerry Muskrat. Cherokee 

Joe Dan Osceola. Seminole 
Morgan Otis. 

Apache·Arapaho·Kiowa 

Maria T allchief Paschen. Osage 
Elma Patterson, Tuscarora 

Jack Rushing, Creek 

Joe S. Sando. Jemez 
Vickie Santana, Southern 

Piegan·Biackfeet 
W. J. Strickland, l.umbee 

James A. White. Menominee 

Please accept my deepest apologies. 

Enclosure 

• 

Sincerely yours, 

Charlene Nephew 
Secretary to LaDonna Harris 
President 
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Inp·Oll1l.e 

As Official 
,..:t'1eptitude 

BJ E. W, KENWORTHY 

Fo:· exM: •. ,Je, it fcun t~at 

.:ndervalua '>n of g;.s wo­
duc·.i.n i. •• ~t nn~ yc.·.rr by 
the :-.orti· . a 'ori{y ;v,Qt,,". 
tain n rf'tl oL 1'-1.."S ~u~t thu 
Government .~\3(1,000 tn roy­
alties, l!nd tl1at ' 'the re.:• 
Joss is probably several times 
that figure.'~ 

Again it discovered t:1.-.t 
.a postaudit by just one of 
the Geolog;cal Survey's six 
a rea officrs that ('J)Vered 

·only 10 per cent of the ac-
count~ unde r its supervision 

WASHL 'GTON-The Uni t- · ; roduced $36:2,000 m ad jed 
ed States Government is not roylll ties. ' 

The h ighly critical report 
gettmg iull value from -on- comes a t a time when the 
shore gas and oil leases on (ieological Survey has been 
Federal lands, according to under fire on other fi·onts. 
a revtew of the royalty ac- Its expertise has been called 
counting system by the ·rnte- in question by oil company 
r!or Dep .• rtment's Office of geologists who have regarded 
Audi~ and Invest!gatton. the survey's estimates of the 

Nor, the study concludes, nation's undiscovered, re­
Me Indiar. tribes receiving cove~ab!e oil as highly opti· 
"all royalty payments due rn.istic and .mrealistic. 
them" for k~ses );ranted on 'In tne e:,;Jy 1960's the 
t:wir rescrv:-ttions-a finding survey':; cstim;~tc r~nr,<'d 
tJ .. -,t til<' Ofi tce of Auc!.ts from 400 h11. 10n to 5fl0 bil,;oi'l 
S;Jys raisr~ questions about bat'. 'is.· L;;~t year, however, 

i·,e Jntc,·ior Department's V:nceat E. Mcl\ch-cy, the 
;>rOi)<'r di scharge of its "trust survey's di;cctor. est.matcd 
responsibility." i: to be 200 l>illion to 400 

These conclusions wt>re btllion barrels. And a few 
T<':irhrd nft('r an investlpi-, weeks ago, tnc estimate was 
tion lnsting from March to drorperl to .'i() bill,on to J 27 
Dece.11bcr jast year of roya l~ billion barrel s-rou[hly the 

. ty collections, which, under estimate of oil company and 
the 1920 Mineral Leasing independent grolog;sts 
Act, are the responsibility ·In ~.J1otl1c .. area, thr Gcn~r-
of :hr Int<'rior Dc;v.rt.ment' al i\Cc,;unting Off1ce dis· 
lJn1tcd Stat~s Geological closed tl1nt ~cwra• high levd 
~urvey. sun.·''Y "V~fn:L(liS wer~ t;tock .. 

The report fr>und th1t t.h,) :hol,,t,·s ·.n ~ompJ:1ies ";';-.:ct­
losses sustained by the Fed- ed by aCttor.s or the survey. 
eral Government, ·the s. .:ates 1 here nave bt)en co.ii· 
w1th which Fedc~.:l ir.wme plaints c 1 (;'lito: Hill and 
is shared, and Ind:an t<hes trom ,·xm .. lt.r.er and envl~,;n . 
we~·e atti-;.but~ble to th~ Geu- m'"r,tal o;;;aniz<.tion~ fo; a 
'logical Survey's ur.d.::rvaiu;-,- lon6 time that the upp.or 
ti on of ·oil and gas pro- echctc::s of the Geoln~i c Sur-
duc tion, in;.dcq,;a~e and vcy were ,co j·.cavily <ot:-:.ffcd 
confusing reponing proce- wit.:1 scicnusts o;nd e<Jginec:.> 
<lures on production and who had come from the oil 
sales by oil con·.p~nit'S , de- an d r.a s industries or who 

• layed royalty paymer.ts, poor· intended ;.o r;o mto suer. em­
·. accollllting procedu res, fail- ployment at .er Government 
·. ure to conduct reviews of serv:ce. 

company reports and s taff How<-vcr, thc.-e Wi>.S r.ot 
dC'ficirnriC's n hnth "expcr· the ~1:;:." •(·st. su~gcstion in 
ti so and numbers.'' the aurli. re>pvrt of any co:Ju-

Thc- report sa id that it was sion hctwC'cn oCftrcr~ in thP. 
• Impossible to put a fig.ure survey's Royalty Accounting 

on the total losses. but there . System and oil and gas pro­
was rrason to beheve them · ducers. Nor was any 
"significant," probably on· levidcnre addured of deliber­
the order of several million ate cheating of the Govern-
dollars a year. ment by the corn.pames. 

• 

R;•ci1•~~ the ;·;..lur() ot the I 
Govc·.,· -•cnt. to get ,,[ the · 
rr.ya1.y •1··ome it could a:~d 
shou.•J T-'• 'd' W<•s ~l't dOw i, · 
to an lllf '\pr.;·t nrc 1Ul1!1ng 
syst 'm nr' im-:>rccic.e n·;wrt-
ing ptoccc. , c:-; t.."r 1; ,(·n led j 
to company er;o:s <.i..l1d delays 
'in payment~. 

Thr:-e w.\s C:t~ o"~'rp.e ~dg­
gcstion tn::t t 1e G ·Oir•gtcal 
Su:-vey, an a"rr.·v r,,,,dr' np 
.;.r,:C'ly Oi "'•Cl oi -~ ;~nd <"n­
~incer~. was mota intrr .-· ,·ted 
: 11 oil exploratio'1 &nd df'vel­
opn·.cnt th;.n ir. collectL<g 
rojalties, nd that the.refon'! 
the survey should be relieve.: 
oi the ,atter responsi:)ihty. i 

In commenting on ti1e un- :. 
derst<>ifi ng of the Roya: tv 
Accoanting Sy~tem , wntc:. 
has only 54 e-mploy('s, , .• 
its lack of expertise, t"c 
re;>ort ;.aid that int<:>rvicv .• 
suggested this was due to "a 
negat1ve atti ttfde on the part 
of man a;;emer.t.'' 

A s• .cnrtric orr:an,7ation, 
the report s.1id, hild 1 trnr.cn ­
cy LO ·'un dt"":·e~t:n1:!il~ \. ;. u~·~ .. 
porta111ce ,,t ot.hrr 9i~cip.•nc.s 
or to reL·.". te ot • r "''sc:­
plin es to minor .-,)J('s." 

If this was putting it mild­
ly, . the rc.,1,x ~ also "IUt it 
blunt '' wh<"n it said. "l.iw 
consr'rvat..1n .:>iv;sion [of the 
survey] has never com"' lP 
gr.:,....~ with the istrucr o! cs .. 
tabl;shin ·; fm.- prcdact vai:J.e 
ancl vcri{y;n~ produ·.icn vol­
um•'." Roya.ty pay •• ~t'•1 .s :«e 
bas-~<! on volume of c. ... tpt.r. 

~"\c ve.:theit <~. th~ rc-p11rt 
crc'::i!cu. .he Cc,.~r·rvatiii , 1,: 
v::-:ion Vv~~ ~ r~"cO,"'·;.,,.... ~ t,1 ... 
shortcomings n ro:: , .j ,,]. 

Iection a.nci re &"..itst~ng :he 
study. 

Fu-t., mx.~. in a lc:,,:;thl 
c011m1ent o_; ":1e a ::iit re;;ort, 
the Conservation DiV1,,lon en· 
dorscd ma;,y o. t<.f' recon> 
m,~ndations :T,J i', <-. :;:;-;- cx­
ampie, tl:e C:ivi3ir , \.ncer 
mrection oi .~ ... s. •, \'v ,;yl. nd, 
said: " ''e .:.p.re2 that there 
is a need tc cxpan the pres­
ent accounting sr<'ff and 
tha.t . . .nc.;e pro.'ess10n.al 
acrJdntant!> should be 
hir.'d ." 

Thr ~u.-J('Y nCYW admllil~­
ters J 2,.1ol. l~;;sPs on l'·c-d•'ml 
and lndi a.n ,8nd~. invoivin r. 
31 ,39!) producing oit and gas 
wel ls. 1 

Under the law and rer,ula­
tions, lessN~s winmng .:om­
petit ive bids pay fjom 12Y. 

i I 
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I 
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!,,., 
' Among the P'COli'•i; ~,1.1 , , to 25 r«'r 'cent royalty on and 10 per cent to the Feder- "strictiy throu~h the g~'nrr- Uons 0 ~ th<' &.\•dit 1 .,~~ .. \'.r ,r, 

f'lil nnl.i r 1thcr . 12~1 or 16 o.l Trr:tsury, I ostty of the purcllasrr." Arc-a 1 stand:mitzl'd nn(; till1t'i.Y , :· 
21;., )'rr cent on "ilS produced Amon"' ilie practices un. offices rccctvc , such statr.· 1 , · • 

1 
· 

" " 1 b 70 portin£!, 'n1(' ~:n1n""1 ~-~~',1.,, .. 
1 

1 from the l!'.1scs. TI1o •royalty , covered by the review, un- mcnts ror on Y .a out to/·· tics" for rcportmr: <>lr, rc'ly d. • : 
rate cir1)<'tHis on the daily dervalualion occurred when a 80 per cent of the leJ,es. d f 1 

d ·d tics due an or ;Jt') ,l.IY; , , · awra;:c ilrOtiuction pt:r well · simple sales price was taken . . Furthermore, the s~u Y sat • 

1

, ments (present pcr:o.ltt:;; ;tr;• •

1
.
1 - the r:rl.'atcr the production., The supervisor of -each were of•en the same compa· described as "nwaninl~l.:ss " )~ II 

th ,, hi,c::H'r the !'ate. . ... GeolO!:!t·c,"l su.~·ey area of- ,ny, "which makes the control t l 'o .. , 
Tho le .1 ,C'.~ nrc sold in com-' f!icc, on the basis o1 produc- 'mechanism unrclia e. · 'tiple intc

1
·ests in a ]l- .. ~e ;md I ~ " •• . bl .. 

1 

separa e accoun mg • • ;. .. . • , 

prtttil'o hicldmg whrn they ·. tion repo·rts by the lesscrs, Thi~ confused r<'porting frrqucnt rev1ews of .H·,~olllit~. J 

C'l'>11t.11o1 ncolnr,tcnl structun•s is ' empowered to set the system is further fr<~r;mc.ltcd Most import.ltlt, iww
1
·v•· r, • 

inrlirnt1ve of oil and gas · va iue on which royalties are · where a Jrasc is held by were t.h<' perwnnel ~'~'<'•>ill· f 
pot<'ntial. On non-compcti· to he paid. several com panies - all of m<'nrl<1tions: · a :17-pN•,rm •ll· . 
th·e Je,lscs-t11ose on Uli· · ln setting nn "estimated which arc pcm1ittcd to fiie cre<~se in staff (e

1
;)nt nr.· 1 

k.10wn geoiogic slructu1res- · rcasona,ble value," the super· sepnrate re;K,;ts on their f!ro- count ants nnd 2fl
1 

rl,..
1

; ·:;; 

the production royalty is , visor is required to .consider portional ownership of pro- creation of a t<'ilm cr)nl,il'l'i· 

. duction and royaltirs due. ing a lawyer, an en;~it\f•'t, an 
12\-) per cMt on both oil "the highest p~ce paid for , The <nrca offices then com- accountant and an ecow

11
n

1
;

1 and gJs. a part or a ma]onty of pro- ' pound t.hc confu~ion by nccu- to be respon~ibl<' ior :\ ~Ju 1 . 
"total royalty proceeds are duction of like quality in mulating all the , separate tion of production ,in: ni: 

ilie same field, to the price ·ownership statements into areas, and appointment .or ~ 
not peanuts-amounting as recet'v"d by tl1e lessee, to one "balance carry-forward 

"'"20 'JJ' · " systems manrtr,<'r to ovrrsN• thry did to .P~ -mt 10n . m ~osted prices and to other amount'' for the whole lea~e. all il~pects of a ccnt'
1
·., \.

7
rd 

Hl7t.. This was nearly double relevant matters." "As a result," the rrport royalty account in;: , sy.,,r 
11 

j 
;·;,~ 1073 !i;:ure been usc or Thus the value for a·oyalty said, "the statemr.1t becomes r.o one oificinl is• Jli)''' 

111 
11 the !'.h~rp n~c in the price . computation is n_ot necessar- almost meailing:r~s to t:1e ch.1, ;;c, the i'lJHHt ,,;']i·~). I, 

of 11 ,..w oil foliowing the Aral> ily the sales pnce recc1ved !rase inlercst holders and the The esttmatcc: c~'tl~·f '"'' ,, 
r n1h.1r;;o jmposed late in by the producer. However, Geological Survey because added positions was .:.:/(11'1,\il"l ~~ 
1 !)73 and the suhsequc>nt the review found that wtth ,'neither can readily diffcrcn· a yPar. , 1 
~t)rge in the price of import- . few exceptions, the Geolog- tiate which portion of the That said, tlH' Oi1fil(' , .r r: 
ed oil. Of this amount, $33.4- ical Survey comp)lted royal· _account ~alance carry-for- Audit and Tnvest1g:xtj0n :1 .. ; ·

1 mill.on Wt'l1t to Indian tribes. ~ tiCS on ti1e sale pric~. It par· :war~ arplles to each lease turned to investi;~.lttn~ oft· ,, 
The Federal income split ticularly noted that, m setting mtctest. . shore practices, <!On:,Jnct;nr: · 

i~ 37.5 per cent to the states · gas values, area offices gav~ , The upsh~t was tnat "de- a study of ·royalty cohccl!On!. 1 
wi1rre the h'ases lie, to he · .,v ~rtually no considerat10n lmquent, ba1anccs were a\· from leases on the outer con· ! 
used for schools and high- . to area prices established by lowed •O . accun~ulate unt.I tincntal shel;f. , : 
ways; 52.5 per cent t~ the the Federal Power Comm1s· the Geologlc~l. Survey deter-
Federal Reclamation , .I:'U~d, sion for sale of natural gas mmcd royalttes due from 

in interstate commerce. ea_ch lease mte~·est ~n1d sub:, 
The review·.· gave two mtttcd ap 1)ropnatc Dl:lmg~, 

-
____ ....J. _____ ....., __ . • · j1or tJ11·5· situation- In some cases, the stuuy SJicl, 

causes . · "V' r · 11'Y ·1-·lse" "ctwccxl 

• .. \ ~ 

''•; 

· Jack of established gu1dclmes . t a s 1 ·•. ' "•. • v 
, f o'fices and lack of ilie ilCcount rev1ews. 
, or area • · This situation was rcspon-
, · capable staff. . sible, the report stated, for 

As to. reportmg proc~~ures, the large amount of late pay­
' the ,revtew foun_d that mfor~ mcnts, nlthough it addco that 
~ . matt on needed ts. not, alway many co:·.1panies had become 
, · req,uir~d to b~ suomtt.c~ and "somewhat lax" about mak· 
\l th~ · inf?m:atwn that ts _re: inr, payments within ilie rc-
1 qu:red lS t.ot ~!ways subn.t.t quired month after produc­
· i ted, or some_tllnes not suo· tion The total overdue 
:·· mitted on. time and oftct 1111~·~nt in· December, 1973, 
h ~ubu'11ttt,~d m a . nonstandarc was ,$3.3-million, ·which rc· • 
, ; ,ormat. suited in interest loss to ilie • 

Data, ilie review went or. Government for· .the year of I 
comes· in "from d1ffeorcn $104 000. · 

, soJrces at different ttmc~ ' 
'. du.in,~ the month." Thus, ;.he 

operator may submit a pro· ; 
duction report; the le<~se 

',: holder may submit a sales 
' the lessee and the purchaser 
· and royalty report, and the 
. various purchasers may, or 
'· may not submit statements 
: of their purchases. 
' . The purchasers' statements 
\ are the only method th~ t , 

the Geological Survey has , 
' of verifying the producer's 

st .. 1tcd s;1:t!s volumes and 
values. The trouble is that 
·the purchasers' · stat<'mcnts 
are not requi.red an~ are sup­

... plied, as the aud1t stated, 

.. 
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