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CITY OF BARROW, ﬂ:rz or warnwnrcnr ) o
and NORTH SLOPE BOROUGH,.:. 7w’ o) = FILED IN THE TRIAL COURTS

P;aintiff: ’ z; ;: : ! STATE OF A%Sll(]:&;lﬁﬂ DISTE!?T P
MAR 1 81986

Fﬁ ‘C|erk qf Court

ve.

)
)
)
STATE OF ALASKA, WILLIAM SHEFFIELD,)
Governor of Alaska, MARY NORDALE, ;
)
)
)
)

Commissioner, Department of -

Deputy
Revenue, State of Alaska, ‘

Defendants.

i No. 1JU=-85-2634 Civil

SUMMARY ORDER

Plaintiffs move for summary Jjudgment on their
complaint for declaratory rclief., Specifically, they seek a
judicial declaration that the defendants (hereinafter, the
State) have violated the terms of P L. 96 =514 (42 U.8.C. 6508)
by (a) failing to segregate funds received from the federal
government, (b) failing to establish a system by which political
subdivisions impacted by oil and qaﬁ development in the National
Petroleum Reserve - Alaska (hereinafter, NPR-A) could apply for
or receive funds to impacted subdivisions on a priority basis as
required by the federal law and (c) appropriating those funds to
the general use of the State of Alaska. (Plaintiffs alterna-
tively seek parallel declaiatory‘relief on the basis of breaqh
of fiduciary duty to administer a trust created by P.L, 96-514,)
Plaintiffs additionally seek a .declaration that ch. 94, SLA
1984, requires all funds’ (past or future) received by the Statc
from the federal government under P.L. 96-514 to be placed in a
special revenue fund and made availablo for appropriation by tho,
legislature under a system which complie. with the requirementl
of P.L. 96-514, Lastly, plaintiffs seek injunctive relief
(a) requiring the state to segreqate and account £or a11 fundl

received under P.L. 96-514 and to administer thosc £undq in
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any P.L. 96-514 revenues (put or £uture) until a :yltom
ostablishad for awful adminiltration and( disposition of :uch

uccordance with law and (b) prohibiting the State from oxpendinq o

funds.

The State has iled‘ a crou-motion for summnry judq-?“
ment, arguing firat that the plaintiftc complaint ‘does not
state a cause of action. The State argues to this reault fromrﬂ
its conclusion that P.L. 96-514 imposes no judicially enforce=-
able conditions on Alaska's receipt of NPR-A revenues.
Additionally, the State argues (a) that the plaintiff municipal-
ities have no right to share in NPR-A revenues in advance of
actual commercial production. irom NPR~-A; (b) that the State is
entitled to deposit a portion of NPR-A revenues directly into
the Alaska Permanent Fund upon receipt; (c) that the State is
under no obligation to adopt specific procedures whereby
political subdivisions may apply for and receive NPR-A funds;
(d) that plaintiffs' delay in bringing this action bars their
claims for relief as to moneyl already expended by the State;
(e) that any State obligation with rupect to NPR-A funds should
be deemed satisfied through the sharing of state revenues with
the plaintiff municipalities under other programs; and (f) that
ch., 94, SLA 1984, does not affect NPR-A revenues which were
received and spent by the State prior to the date on which that
law became effective,

The parties havo both roquuted expedited handlinq oi’
this motion. Oral argnment was heard one week after tho

briefing was completed. In. order to avoid further dclay; in

STy
S

1. The six-week period during which this case has
been held under advisement coincides almost exactly with the
period during which the undorniqnod has becn the only luporior
court judge pruent in Juneau, ;- ., o
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above issues are sat out below in lummery feehion.

1. Mand: tory Duty Regarding Allocation of NPR-A Revenuee.e

A. P,L. 96-415 providee that half of e11 :eceipte:
from sales, rentals, bonuses and royalties on leases pertaining
to lands in the National Petroleum Reeerve - Alalka shall be

paid by the federal qovernmentl”to the Stete of Alaeka " for

(a) planning, (b) conetruction, meintenance and operation of
essential public fecilities,vand {c) other necessary provisions
of public service." In the allocat}on of such funds, the
federal act establishes a mandator§ duty on the State of Alaska
to "give priority to use [of NPR-A funds] by subdivisions of the
state most directly or severely impacted by development of oil
and gas leased under [P.L. 96-514]."”

B. The duty 1mposed by P L. 96-514 ultimately falls
upon the Alaska Legialature {because it has the spending power),
and it includes the duties to examine the claimed needs of
subdivisions arising from oil and gas development impacts, to
evaluate them and, if the claimed needs are found to exist, to
rank them in order of prio;ity, and to meet or satisfy them out
of NPR-A revenues. l .' 

C. The aity set out above may be met through exist-
ing entities and the budget review process; it is not necessary
that a new apparatus be created to receive NPR-A claims.

2. When the Duty Arises.

The duty arises upon the commencement of any "develop-
ment" of the subject trecte. ’ Because 'development' includes

*any step taken in the seerch £Or « o & hydrocerbone' (ll well

as capture, production and marketing of same), it is clear that
the duty arises well before actual oommerciel production end
exists at least as early as when test wells are beinq drilIed.

0f course, in evaluating claimed impact needl, endﬂ in




[
o

11
12
13
14
15
le
17
18
19
20
21
22
23
24
23
28
27
28
29
30
3
32

U- 2 TR Y- T I T~ I - R

dotormininq vhothor thoy't"

may tako 1nto account

likolihood of ;thor cxplora on, ,tho liknlihood’;ot actua

g d

commercial production which may result and its likely pace, etc.

3. Automatic Deposit into Permanent Fund.

The State cannot,; consistent with its obliqationl

under P.L, 96-514, automaticallz deposit 500 (or nny amount) o£«

all NPR-A revenues into the Al@s a Pe

nent Fund. Such action
clearly contravenes the mandatorf dutyﬂplaced on the State by
the very law which authorizes payments to the State (since such
payments are made on the condition that the State "give priority
to use [of such funds] by subdivisions of the state most
directly or severely impacted" by the developments of leased
lands). Rather than a direct deponit to the permanent fund, the
State must first resort to tho process reterred to in Parts 1-B
and 1-C above to examine the claimed needs of impacted subdivi-
sions and to rank any found to exist. Because the language of
the federal act is so broad concerning the allowable objects of
state expenditure of NPR-A funds ('other necessary provisions of
public service"), it is conceivablo that an allocation of NPR~A
revenues to the permanent fund might be nllowable after the
State complies with the mandatory duty impoued on it to evaluate
needs and establish priorities. H But this difficult question
need not be resolved now, for on the undisputed facts before the
court the State has made no effort at all to meet the duty
imposed upon it. The automatic deposits into the permanent fund
clearly violate the federal law. ' ‘ S Q

4. Plaintiffa’ Delay in Filing Lawsuit. C

By virtue of their delay in bringing this action,
plaintiffs are barred from obtaining relief as to any moneys
already grpended by the State, Becnuse the Statoiis undqgnn

duty under federal law to underxtake an evaluativo‘proceln:to’
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prejudiced by an ordet now requiring it to placo 1nto a special

taken place in 1982 and 1983 (for

fund monies which have been expended for other purposes and an

order requiring it to make allocations based on a system of{

priorities which cannot be recreatéd. There is no bar, however,‘

as to those funds which hava been placed 1n the NPR~A reserve

account since 1984, and thcria is no bar a- to those funds
deposited directly into the Permanent Fund,
5. Satisfaction.

Summary Jjudgment on thig defensa is denied. Even
assuming that the amount of development-related impact needs of
the plaintiffs for the period 1981 - 1985 could somehow be known
by this court without formal quis;ativa dgtgrmination under the
process mandated by the feder;ilaét; there would remain factual
matters in dispute. The court, however, adopts the position of
the State that it may show satisfaction to the extent that it
shows that a given appropriation to plaintiffs was for needs
arising out of oil and gas development-related impacts.

6. Ch, 94, SLA 1984.

Having determined that federal law imposes a mandatory
duty upon the State as set out above, it 1s unnecessary to
consider whether state law too forbids the practices complained

of here by plaintiffs. Under the supremacy clauae of the

federal constitution, federal 1aw controla. Whether ch. 94, sna»’

1984, also requires, as a matter of state lav,‘ that uhich

P.L, 96-514 requires therefote heed not bo dccided. e
CONCLUSION

Having reached . the . above conclglions,s3ghci courgt

declares the rights of the parties and. orders al‘tollcw§s>"
7 |

i

B
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(1)

, (2)k'rhe State hn_} yiolated ”Il"L. 96 514 ‘by approprintinq NPR-: ;
funds to the m;a&z;ez:al uae of the State ot Alukauv’r:|.“f:;:::h‘1tA
giving priority to those uses apeciﬁ.ed in P.L. 9%6- 514.,

(3) The State is required to segreqate and account for il;.
funds received under P.L. 96-514, other than those already
expended. ’ :

(4) The State is ’réquix:ed to administer funds received under
P.L. 96-514 in such A way that it gives priority to the u’s‘ob‘
of such funds by‘lubdivisions mont'directly or severely
impacted by development of oil and gas leased wunder
P.L. 96-514.

(5) As to the defense of satisfaction, that matter must be
reserved for trial on the factual issue whether any appro=-
priations to plaintiffs durinq the years in question were
for needs arising from 1mpacts relatcd to oil and gas
development. '

The matter will be scheduled for trial at counul'l}
request upon the filing of a proposed scheduling order signed by
all parties, or a scheduling conference 9111 be sgt if counsel

are unable to agree upon a schedule for trrigl.;_‘f e

IT IS SO ORDERED. \ g
DONE at Juneau, Alaska, thia /{ dly of March, 1986.

A/2‘521 <, CE;;&&»A*<,
Walter L. Carpenet

Superior Court Judge

CERT[F]CAT(ON
The wndersigned eoﬂlﬂn that on the_/F Vg” ol

dooument umd on the " rue copy of this

- s gor loLowinZ attorneys.
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NORTH SLOPR BORDUGH,

CITY OF BARROW, ‘
CITY OF VAINWRIGHT, and

Plaintiffl

v.::’r : ::

STATE OF ALASKA,
WILLIAM SHEFFIELD, Governor
of Alaska, MARY NORDALE,
Commissioner, Dapt. of
Revenue, State of Alaska,

s

Case No. 1JU-85-2634 Civil

Defendants.
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STIPULATION REGARDING PAYMENT OF GRANTS

To implement this' court's ~ Summary Orde23 dated
March 18, 1986, the Alaska Legislature passed CSsB’ 491(F1n)
which provides a process by which municipalities may apply for
grants to alleviate impacts from federal oil and gas leasing in
the National Petroleum Reserve-Alaska ("NPRA"). To satisfy the
retrospective obligation of defendant State of Alaska ("the
state"), the parties anticipated that the legislature would ap-
propriate an smount of funds equal to the shared NPRA revenues
deposited in the Permanent Fund (approximately $24,317,000) and
the Public School Fund (approximately $182,000), together with

the funds remaining in the NPRA Special Revenue Fund (approxi-

‘mately $2,400,000).

However CSHB 491(F1n) passed with a“$25 499,400 fiacal
note, corresponding to the NPRA shared revenues deposited in the
Permanent Fund and the Public School Fu;d. an amount which then
was appropriated to the Department of Community and Regional
Affairs in CCSHB 500 (page 106, line 8). Not included inkthg
appropriation was the approximately $2.4Q0,000 remainingjinVEh§
NPRA Special Revenue Fund. Instead, $2,155.090 of that aﬁo§n§
was appropriated directly for a residential care, alcohol and
drug treatment center in Barrow. See HCS CssB 171(Fin$

(page 31, line 9).
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U.s.C. § 6508, mnde directly‘by;th ,legislature and crcdited

against the $24,499,400 appropriation‘to the Department of Com-
munity and Regional Affairs in CCSHB 500(page 106, line 8).

DATED:

GROSS & BURKE .7 ¥s. HAROLD M. BROWN
T " ATTORNEY GENERAL

nyggw aq. 6“.«4_”4“ By:C %M«sﬂﬁ

Avrum M. Gross G. Thomas Koester

Counsel for the North Slope . .+ ;. Counsel for Defendant
Borough, City of Wainwright . State of Alaska
and City of Nuiqsut o e ,

CITY OF BARROW

By: S«M—A«*—Jq @-—Mj—cb[a-‘- |

~Kathleen Strasbaugh
Counsel for the City of Barrow
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CITY OF BARROW, CITY OF WAINWRIGHT
CITY OF Nuzqsrr, and NORTH SLOPE
BOROUGH,

.Plaintiffa,

STATE OF ALASKA WILLIAM SHEFFIELD
Governor of Alaska, MARY NORDALE,
Commissioner, Department of .-

Revenue, State of Alaska,w

No. 1JU-85 2634 Civil.

Nuiqsit and North Slope Borough and Defendants State of Alaska'

Stephen C. Cowper and Hugh Malone, hereby stipulate as follows:
1. In P.L. 96 514 (42 U.S.C. § 6508). the United

i ,)‘

States Congress authorized mpetit‘“e oil and gas leasing in

the National Petroleum Reserve-Aleska ("NPRA"), and provided
that half of all receipts from sales, rentals, bonuses and roy-

alties received from such leasing activity shall be paid by the

federal government to the State of Alasgka

"for (a) planning, (b)
construction, maintenence and operation of :eaaential publi'
facilitiea, and (c) othe

the’ federal Act
imposed an obligation on the State of Alaska to "give priority\

vice." In the allocation of those funds,

to use [of NPRA funds]) by subdivisions of the state most.

I N
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'fund

‘a priority basis andnbyweppropr

'STIPULATION FOR DISMISSAL

the Permanent Fund.‘

the/Public\SchooltFundvand the NPRA

brought suit against the state and etate defendants, alleging
that the state had not established a process~for giving a prior-”
ity in allocation of the received: funde to subdivisions most
directly or severely. impacted by!the federal leasing activity.
On March 18, 1986, ‘the éuperiorMCourtfﬁFirat Judicial District.

agreed with plaintiffs and entered a Summary Order (1) holding
that the state had violated the federal Act by failing to estab-
lish a system by which political subdivisions impacted by oil
and gas development in NPRA could apply for and receive funds‘on,f

ing NPRA funds to the generalg

use of the state without'givingv"i rity to those uses specified
in the federal Act, (2) requiring the'state to segregate andl
account for all funds received under the federal Act (other than

those which had already been expe ded), and (3) requiring then;

7y

state to administer funds received under the federal Act in a“

way that gives priority to the use of such funds by subdivisionsk
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'STIPULATION FOR DISMISSAL

mulgated emergency regulatidns which‘have subsequently ‘bee

adopted as permanent regtq%m;“tions‘ §_é_g 19 AAC 50, ~"Nationa1;

Petroleum Reserve-Alaska k}‘,.Impaut:' Pr" ram._’. ‘These regulation

prescribe procedures by which politica‘vl subd:l.visions of the
state may apply for grants to alleviate adverse impact from
federal leasing activity under the :federal Act, and the pro‘\‘
cedures by which the departm nt will adjudicate those applica

tions.,

6. In ch, 129,75 : the legislature appropriated

ceived by the state under the federelw Act. - Pursuant to-a.

stipulation between the parties, a $2.155,000.00 appropriation




fﬁ' ‘ 1 in ch. 128, SLA 1986 also is considered a pront undeo the feder-
2 al Act. The total amount of grants throush the ond of 19806
3 I accordingly totalled $9,395,237.00.

4 7. By promulgating the regulations found at 19 AAC

s 50 and receiving and adjudicating grant applications under those
¢ regulations with respect to tunds received under the federal Act
1 as of June 30, 1986, the State of Alaska has satisfied its obli-
-8 gation under the federal Act and the Superior Court's Summary

9 Order of March 18, 1986. Accordingly, the partics hereby stipu-

10 Il late to dismissal of all remaining claims in this action, sub-
g ject only to any further proceedings which may be necessary
12 L regarding costs and attorney's fcees.

3 8.  The parties oxprussly make no stipulation regard-
14 . ing coste and attorney's fees at this time, thet matter to be

15 " resolved by appropriate further proceedings in this court (if

16 1 necessary). - ’
< ‘ ) . S / {
X 17 0 DATED: _ By: .. ¢ s
< Coungel for Plaintitf City
: % 18 of Barrow
o
woox 1a .o . .
Esgg DATED: . 7 GROSS & BURKE
[ S B B ;
2858 l -
55%& 21 ’ Qx /(' h
wEsSe S "
2252 Bys\\ 0 U R QI T
W oes w »Avrum‘M‘ Gross /
> 3 o Counsel for Plalntiffk City
2 0 22 ol Wainwright, City of
g Nuigsit, and North Slope
E 24 Borough
< ,

STIPULATION FOR DISMISSAL -~ 4 -




ATTORNEY GENERAL. STATE OF ALASKA

STATE CAPITOL
PO BOX K. JUMEAU. ALASKA 99811
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DATED:

GRACE BERG SCHATBLE
ATTORNEY GENEPAL

¢ .(ﬂ (;,/,zazwxz- KLJ&

By:
‘. Thomas Koester
Assistant Attorney General
Counsel for Defendants
F1iED 7 THE TRIAL COURTS |
~PATE OF ALACKA, FIRST DISTRICT |
Ai RN j
i 1987
ORDER V Cleik of Court
B Y eeme Deputy
’ ’ “/
7 ¥ /

CLETIFICATION

, 19 87, a true

e
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P
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Y ST SR A f'\

Walter L. Carpeneti
Superior Court Judge

| The undorsigned certifies that on the -2/ ‘day of

copy of this

ﬁdoetm?'cnt was servad on the following attorneys:

kavhlien Shrdobondl s ARl . GKL4S

CThen. a2 //.’f’f,ff/(' K

Ry _ LWL

STIPULATION FOR DISMISSAL

" Lond_mgnte @743//

-5




Alaska,

CITY.OF BARROW, CITY OP
WAINWRIGHT, CITY OF NUIQSUT
and NORTH SLOPE BOROUGH
: : - o

STATE OF ALASKA, STEVE COWPER,
Governor of Alaska, HUGH ..
MALONE, Commissioner, Depar
ment of Revenue, State of

Defendanté.

attorney fees

Likéwiae, it

substantial

Howevez,

amounts

accurately and ‘su cinctlf l

corroctly chatactetizo




Walter: L, Ca:peneti )
.Supergqr Court Judge

The undersigned certities that on ﬂu g_»ﬁday of

, 10 R7, a true copy of this
ont wl nmd on lho following Atlomoy-.

1.- E,
Y] Inc.,‘
(upholding award - of ' 75% ~of revailinq P
before order of dismissal? obta:l.negl by prevai,

genera11¥ Kleinfeld, .
Fees, Judges' J, : : :
amounts ‘to between 20 percent and .80 pe:cenh ohth

Attorneys' Fees: Practices in"’Eng lish
urts, Federal Judicial Center

P
party's actual fees);.A.J.> Tomkins & T.B,"Willging, Taxation of ..




WAINWRIGHT, CITY OF NUIQSUT,
and NORTH SLOPE BOROUGH

STATB 0! ALASXA, WILLIAM ...
SHEFPIELD, Governor of Alaska,
MARY NORDALE, Commissioner,
Department of Revenue, State
ot Alaska,

Defendants,

ORDER CLARIFYING AWARD OP ATTORNEY PBES

-

It was this court'a 1ntontion to iwatd 66

of total fees incurred,

Nuigsut and an award of $1, 350 to the city ot Bartow.

The plaintiffs' p:oposed form of o:det will bc 1s-ued

contemporaneously with this order establishing tho amounta

IT Is sO ORDERBD.

DONE at Juneau,

Alaska,:

‘the undoniqnod ccrtﬂin 1hat od the ‘S) dny of

, 10)., a true copy of this.
ent wras nrved on tho ollq




CI'I'Y OF BARROW, CITY OF WAINWRIGH'J.‘i
CITY OF NUIQSU'I‘, and NORTH SIDPE
BOROUGH, :

Plaintitf. ’

ILED IN THE TRIAL“COU RTS
STAT 9 ALA"KA‘F!RSTDISTR!O‘M_ :
STATE OF ALASKA, WILLIAM SHEFFIELD ‘
Governor of Alaska, MARY NORDALE,
Commissioner, Department of Ruvenue,
stata of Alaska,

"

Defendants .

No. 1JU-85-2634 Civil

IT IS ORDERED:The court, havinq conﬂiderod tho motion

of the plaintif.ts for an award of attornay rcal :
(1) Plaintiff city of Barrow is awarded judqment

against the Defendant State of Alaska for att rnay faes in
tha amount of $ / 350 ?

(2) Plaintiff North Slope Borough i- awarded judqment“,: -

against the Defendant State of Alaska for attorney fnes in »:)
he amount of $_36, 348.33 , L

(3) Plaintiff city of Nuiqsut i- awarded judqmont

gainst the Defendant State of Alaska for attorney fces in
he amount of $ ¢/3 .33

DATED this 7

CERTIFICATION
; Iho undomgnod certifies that on the SOtcaay o
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