
COMMITTEE REPORT 

SENATE

FURTHER:

5/6/86

Date__________________ &

F I N A N C E
c o n s i d e r e d  C S H B  * 9 1 (Fin)

Mr. P r e s i d e n t

The C o m m i t t e e  on    ________________________

r e l a t i n g  to the d i s p o s i t i o n  o f  f e d e r a l  f u n d s  r e c e i v e d  by  the s t a t e  f r o m  
c o m p e t i t i v e  l e a s i n g  o f  o i l  a n d  gas in the N a t i o n a l  P e t r o l e u m  R e s e r v e  - 
Alaska; efd.

and (a m a j o r i t y  of  the c o m mittee) (the c o m m i t t e e )  r e p o r t s  it b a c k  w i t h  
the f o l l o w i n g  r e c o m m e n d a t i o n s :

[ ]

[ 1

[ ] 
[ ] 
[ ]

[ ] 

[ 1

do p a s s

d o  p a s s  w i t h  a t t a c h e d  a m e n d m e n t ( s )

r e p l a c e  w i t h / o r  a d o p t  CS f o r  
n e w  title
s a m e  title and r e c o m m e n d s

a n d  a t t a c h e d  a ‘'LETTER O F  INTENT" 

r e p o r t s  it b a c k  w i t h o u t  r e c o m m e n d a t i o n  

r e c o m m e n d s  r e f e r r a l  to

[ F I S C A L  N O T E

^ 4 9 9 -'/ H F-&-

C o m m i t t e e

M E M B E R S  S I C N I N G M E M B E R S  H A V I N G  
O T H E R  R E C O M M E N D A T I O N S



STA TE  O F  ALASKA  1986 L E G IS L A T IV E  SESS IO N  
F IS C A L  N O TE

REQUEST

B ill/Reso lu tion No. _______
Title:------ N a t i o n a l

C S H B  491 (FIN)

Rp.serve.-Alflgka
Petroleum.

Sponsor: Adams by r e q u e s t
Requestor:

Date of Request

Senate Finance Committee 
5 / 8 / 8 6

Revision D a te :
F IS C A L  D E T A IL
Agency A ffected: 
B R U : ___________

Community & Regional 
Affairs

Com ponents: ,

E X P E N D IT U R E S /R E V E N U E S  : (T hou sand s o f D o lla rs )
OPERATING FY 86 FY 87 FY 88 FY 89 FY 90 FY 91

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

2 4 4 9 9 . 4

TOTAL OPERATING

CAPITAL

REVEN UE

F U N D IN G  : (T h ou sand s  o f D o lla rs )
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

2 4 4 9 9 . 4

P O S IT IO N S
FULLTIME
PART-TIME
TEMPORARY

*

A N A L Y S IS Attach a separate page if necessary 

I t  i s  a n t i c i p a t e d  t h a t  $ 2 4  m i l l i o n  w i l l  b e  r e t u r n e d  f r o m  t h e  p e r m a n e n t  

f u n d  a n d  t h e  p u b l i c  s c h o o l  f u n d  a s  a  r e s u l t  o f  t h e  r e c e n t  S u p e r i o r  C o u r t  

d e c i s i o n .  T h i s  f i s c a l  n o t e  a p p r o p r i a t e s  t h a t  a m o u n t  f r o m  t h e  N P R - A  

( c o n t i n u e d  p a g e  2) p r \

Prepared b y : 
Division : _

Al Adams. Bill'Sponaox

Approved by Commissioner: 
Agency: ________________

Phone 

Date:.

Date:

4 6 5 - 3 7 0 6

5 / 8 / 8 6

Distribution (by Agency preparing fiscal note): 

Legislative Finance 

Legislative Sponsor 

Requestor

Office of Management and Budget 
Irrpacted Agency(ics) page. of

10/25/85



F i s c a l  No t e  C o n t i n u a t i o n  

CS HB 491 (Finance)

S p e c i a l  r e v e n u e  f u n d  c r e a t e d  in this bill to t h e  D e p a r t m e n t  of 
C o m m u n i t y  and R e g i o n a l  A f f a i r s  f o r  p a y m e n t  of i m p a c t  gr a n t s  to 
c o m m u n i t i e s  a f f e c t e d  by  oil and gas d e v e l o p m e n t  in the N a t i o n a l  
P e t r o l e u m  R e s e r v e - A l a s k a .
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Offered: A/30/86
Referred: Rules

Original sponsor: Adams by request

1 IN THE HOUSE BY THE FINANCE COMMITTEE

2 CS FOR HOUSE B IL L  NO. 491 (F in a n c e )

3 IN  THE LEGISLATURE OF THE STATE OF ALASKA

A FOURTEENTH LEGISLATURE - SECOND SESSION

5 A B IL L

6 F o r an A c t e n t i t l e d :  "A n A c t r e l a t i n g  to  th e d i s p o s i t i o n  o f fe d e r a l fu n d s

7 re c e iv e d  by th e  s t a t e  fro m  c o m p e t i t iv e  le a s in g  o f o i l

8 and gas in  th e  N a t io n a l P e tro le u m  R ese rve - A la s k a ;

9 and p r o v id in g  f o r  an e f f e c t i v e  d a t e . "

10 BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

11 *  S e c t io n  1 . FINDINGS. The l e g i s l a t u r e  f in d s  t h a t :

12 ( 1 ) th e  U n ite d  S ta te s  C ong re ss by P .L . 96 -514 (42 U .S .C . 6508 )

13 p ro v id e d  t h a t th e  s ta t e  re c e iv e s  50 p e rc e n t o f th e  fu n d s re c e iv e d  fro m

14 c o m p e t i t iv e  le a s in g  o f o i l  and gas in  th e  N a t io n a l P e tro le u m  R ese rve -

15 A la s k a ;

16 ( 2 ) 42 U .S .C . 6508 f u r t h e r  p r o v id e s  th a t i n  th e  a l l o c a t i o n  o f

17 th e  fu n d s re c e iv e d  by th e  s t a t e ,  th e  s t a t e  s h a l l g iv e  p r i o r i t y  to  th o s e

18 s u b d iv is io n s  o f th e  s t a t e  m os t d i r e c t l y  o r s e v e r e ly  im p a c te d by th e d e v e l-

19 opment o f o i l  and gas le a s e d  u n d e r 42 U .S .C . 6508 ;

20 ( 3 ) s in c e  1982 th e  s ta t e  has re c e iv e d  a p p ro x im a te ly  $ 4 8 ,6 4 3 ,0 0 0

21 from  th e  fe d e r a l gove rnm en t u n d e r th e  te rm s o f 42 U .S .C . 6508 ; o f  t h a t

22 am oun t, a p p ro x im a te ly  $ 1 8 ,0 4 4 ,0 0 0  has been p la c e d  i n  th e g e n e ra l fu n d  and

23 sp e n t by th e  s t a t e  f o r  v a r io u s  s t a t e  p ro g ram s ; a p p ro x im a te ly  $ 2 4 ,3 1 7 ,0 0 0

24 has been p la c e d  i n  th e pe rm anen t fu n d  and $182 ,000 i n  th e  p u b l ic  s c h o o l

25 fu n d ; th e  re m a in d e r , a p p ro x im a te ly  $ 6 ,1 0 0 ,0 0 0 , has been p la c e d  i n  th e

26 N a t io n a l P e tro le u m  R ese rve - A la s k a  s p e c ia l re ve n u e fu n d e s ta b l is h e d  by ch .

27 94 , SLA 1984 ; o f th a t am oun t, $ 3 ,7 0 0 ,0 0 0  has been a p p ro p r ia te d  f o r  g ra n ts

28 to  lo c a l go ve rnm en ts o r  f o r  s t a t e  p r o je c t s ;  a p p ro x im a te ly  $ 2 ,4 0 0 ,0 0 0 s t i l l

29 rem a in s in  th e  fu n d ;
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1 (4 ) in  a d e c is io n  d a te d  M arch 18 , 1986 , a s u p e r io r  c o u r t o f th e

2 s t a t e  r u le d  i n  C i t y  o f B a rro w , e t a l .  v . S ta te , e t a l . ,  1 JU -8 5 -2634 C i v i l ,

3 t h a t th e  s ta t e  v io la t e d  th e  te rm s o f 42 U .S .C . 6508 by f a i l i n g  to  e s t a b l i s h

4 a r a t i o n a l sys tem  b y w h ic h  p o l i t i c a l  s u b d iv is io n s  im p a c te d by o i l  and gas

5 de ve lo pm en t i n  th e  N a t io n a l P e tro le u m  R ese rve - A la s k a  c o u ld  a p p ly  f o r  and

6 re c e iv e  fu n d s on a p r i o r i t y  b a s is ; th e  c o u r t has re q u i r e d  th e s ta t e  to

7 s e g re g a te  and a c c o u n t f o r  a l l  fu n d s re c e iv e d  u n d e r 42 U .S .C . 6508 b e fo re

8 1984 , in c lu d in g  money re c e iv e d  u n d e r 42 U .S .C . 6508 t h a t has been d e p o s ite d

9 i n  th e  pe rm anen t fu n d  u n d e r AS 3 7 .1 3 .0 1 0  o r  a p p ro p r ia te d  to  th e  N a t io n a l

10 P e tro le u m  R ese rve - A la s k a  s p e c ia l re ve nue fu n d u n d e r ch . 94 , SLA 1984, b u t

11 e x c lu d in g  fu n d s expended b e fo re  1984 by g e n e ra l fu n d a p p r o p r ia t io n s ; i t

12 a ls o  ap pea rs fro m  th e  d e c is io n  th a t th e  c o u r t w o u ld  make N a t io n a l P e tro le um

13 R ese rve - A la s k a  money d e p o s ite d  in  th e  p u b l ic  s c h o o l fu n d (AS 3 7 .1 4 .1 1 0 )

14 s u b je c t to  th e  same s e g re g a t io n  and a c c o u n t in g  re q u ire m e n ts  as th e  money

15 d e p o s i te d  in  th e  pe rm anen t fu n d ; and

16 (5 ) because o f th e c o n t in u in g  n a tu re  o f c o n g re s s io n a l a p p ro -

17 p r ia t i o n s  u n d e r 42 U .S .C . 6508 , and i n  o r d e r to  r e c t i f y  th e  s t a t e 's  p a s t

18 f a i l u r e  to  e s t a b l i s h  a sys tem  by w h ic h  c la im s  o f lo c a l go ve rnm en ts to  42

19 U .S .C . 6508 fu n d s c o u ld  be d e te rm in e d  and d e a l t w i t h  on a p r i o r i t y  b a s is ,

20 i t  i s  n e c e s s a ry to  change th e N a t io n a l P e tro le um  Rese rve - A la s k a  s p e c ia l

21 re ve nue fu n d re g a rd in g  s e g re g a t io n  and a l l o c a t i o n  o f th e  money re c e iv e d

22 u n d e r 42 U .S .C . 6508 and to  e s t a b l i s h  c r i t e r i a  by w h ic h a p p r o p r ia t io n s  may

23 be made from  th e  fu n d  to  im p a c te d m u n ic i p a l i t i e s .

24 *  Sec. 2 . S e c t io n  2 , c h . 94 , SLA 1984 i s  amended to  re a d :

25 Sec. 2 . NATIONAL PETROLEUM RESERVE, ALASKA, SPECIAL REVENUE

26 FUND. (a ) The N a t io n a l P e tro le u m  R ese rve - A la s k a  s p e c ia l re venue

27 fu n d  is  e s ta b l is h e d . The fu n d  c o n s is t s  o f a l l  money d is b u r s e d  to  th e

28 s t a t e  by th e  fe d e r a l gove rnm en t u n d e r 42 U .S .C . 6508 (P .L . 9 6 -5 1 4 )

29 s in c e  December 12 , 1980 , le s s  th e  amount d e p o s ite d  in  th e  g e n e ra l fu n d
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and expended by the state by general fund appropriations before

June 9 , 1984 [SHALL CONSIST OF MONEY RECEIVED BY THE STATE FROM THE 

FEDERAL GOVERNMENT UNDER 43 U .S .C . 1337 (P .L . 9 6 - 5 1 4 ) ] .

(b ) The com m is s io n e r o f re ve n u e s h a l l manage th e  N a t io n a l Pe t r o ­

leum R ese rve - A la s k a  s p e c ia l re ve n u e fu n d [ IN  ACCORDANCE WITH AS 3 7 . - 

1 0 .0 7 0 ] .

( c ) The D epa rtm en t o f Community and R e g io n a l A f f a i r s  s h a l l  a d o p t 

r e g u la t io n s  u n d e r wh ic h  m u n ic i p a l i t i e s  im p a c te d by N a t io n a l P e tro le um  

R ese rve - A la s k a  o i l  and gas d e ve lo pm en t u n d e r 42 U .S .C . 6508 may 

a p p ly  f o r  and be e l i g i b l e  to  r e c e iv e  g ra n ts  to  a l l e v i a t e  th e  im p a c t . 

The d e p a rtm e n t s h a l l g iv e  p r i o r i t y  in  th e a l l o c a t i o n  o f g ra n ts  to  

mu n i c i p a l i t i e s  th a t a re e x p e r ie n c in g  o r w i l l  e x p e r ie n c e  th e most 

d i r e c t o r  se v e re im pa c t fro m  o i l  and gas d e ve lo pm en t u n d e r 42 U .S .C . 

6508 wi t h i n  t he N a t io n a l P e tro le u m  Res e rv e - A la s k a . The d e p a rtm e n t 

s h a l l fu n d  a l l  m e r i t o r io u s  gra n t  app l i c a t i o n s  o u t o f th e  money a p p ro ­

p r ia t e d  to  i t  each y e a r . W i th in  10 d ays a f t e r  th e  co n v e n in g  o f  each

r e g u la r  s e s s io n  o f th e  le g i s l a t u r e ,  th e  d e p a r tm e n t s h a l l s u bm it to  th e 

l e g i s la t u r e  a l i s t o f a l l  mu n i c i p a l i t i e s  t h a t  have re c e iv e d  g r a n t s , a 

l i s t  o f a l l  m u n ic ip a l i t i e s  d e te rm in e d  by th e  d e p a rtm e n t to  be e l i g i b l e

f o r  f u r t h e r  g r a n ts , a re com m enda tio n o f th e amount o f money to  be

g ra n te d  f o r  th o s e  a d d i t io n a l ap p l i c a t i o n s , and w r i t t e n  j u s t i f i c a t i o n  

o f each p a s t and p o t e n t i a l g ra n t [THE COMMISSIONER OF REVENUE SHALL 

PAY TO THE SUBDIVISIONS OF THE STATE THAT ARE MOST DIRECTLY OR SEV­

ERELY IMPACTED BY DEVELOPMENT OF O IL AND GAS LEASED UNDER 43 U .S .C . 

1337 THE AMOUNT APPROPRIATED BY THE LEGISLATURE FROM THE FUND FOR THAT 

PURPOSE. IT  IS  THE INTENT OF THE LEGISLATURE THAT THE AMOUNT APPRO­

PRIATED FOR PAYMENT TO SUBDIVISIONS EQUAL 50 PERCENT OF THE AMOUNT 

RECEIVED FROM THE FEDERAL GOVERNMENT UNDER 43 U .S .C . 1337 AND THAT 

TH IS PERCENTAGE BE REVIEWED ANNUALLY BY THE LEGISLATURE].
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1 (d ) It is the intent of the legislature that each year i ~* of

2 th e money i n  th e  N a t io n a l P e tro le u m  R ese rve - A la s k a  s p e c ia l re venue

3 fu n d be made a v a i la b le  f o r  a p p r o p r ia t i o n  by th e  le g i s l a t u r e  to  m un ic -

4 i p a l i t i e s  t h a t d em o n s tra te  u n d e r ( c ) o f t h i s  s e c t io n  p re s e n t im p a c t ,

5 o r th e  need to  d e te rm in e  o r p la n  f o r  f u t u r e  im p a c t , from  o i l  and Ras

6 de ve lo pm en t u n d e r 42 U .S .C . 6508 . I t  i s  th e  in t e n t  o f th e  le g i s l a t u r e

7 th a t an i n i t i a l  a p p r o p r ia t io n  be made t o  th e  D epa rtm en t o f Community

8 and R e g io n a l A f f a i r s  t o  c o v e r a n t ic ip a t e d  im p a c t g r a n ts , and th a t

9 a d d i t i o n a l fu n d s be made a v a i la b le  th ro u g h  s u p p le m e n ta l a p p r o p r ia t io n s

10 i f  th e  im p a c t i s  g r e a te r th a n  a n t ic ip a t e d  and th e  l e g i s l a t u r e con -

11 s id e r s  th e  a d d i t io n a l g r a n ts  p ro p o se d by th e d e p a rtm e n t to  be m e r i-

12 to r io u s  [AMOUNTS RECEIVED BY THE STATE UNDER (a ) OF THIS SECTION AND

13 NOT PAID UNDER ( c )  OF THIS SECTION SHALL BE USED BY THE STATE FOR THE

14 FOLLOWING ACT IV IT IES AND SERVICES:

15 (1 ) PLANNING;

16 (2 ) CONSTRUCTION, MAINTENANCE, AND OPERATION OF ESSENTIAL

17 PUBLIC FA C IL IT IE S ; AND

18 (3 ) OTHER NECESSARY PUBLIC SERVICES].

19 (e ) A m u n ic ip a l i t y  may use th e  fu n d s re c e i v e d u n d e r (d ) o f t h i s

20 s e c t io n  o n ly  f-o r th e f o l l o w in g  a c t i v i t i e s  and s e r v i ces to  a l l e v i a te

21 th e im p a c t o f th e  o i l  and gas d e ve lo pm en t u n d e r 42 U .S .C . 6508 w i t h in

22 t he N a t io n a l P e tro le u m  R ese rve - A la s k a  [AMOUNTS PAID TO SUBDIVISIONS

23 OF THE STATE UNDER ( c ) OF TH IS SECTION SHALL BE USED BY THE SUBD IV I-

24 SIONS ONLY FOR THE FOLLOWING ACT IV IT IES AND SERVICES IN  CONJUNCTION

25 WITH DEVELOPMENT OF THE NATIONAL PETROLEUM RESERVE IN ALASKA AND A

26 PROGRAM OF COMPETITIVE LEASING OF O IL AND GAS FROM "HAT RESERVE]:

27 (1 ) p la n n in g ;

28 (2 ) c o n s t r u c t io n , m a in te n a n c e , and o p e ra t io n  o f e s s e n t ia l

29 p u b l i c  f a c i l i t i e s  by th e  m u n ic ip a l i t y  [SUBD IV IS IO NS ]; and
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•  *

1 (3 ) o th e r n e c e s s a ry p u b l ic  s e r v ic e s  p ro v id e d  by th e  m un ic -

2 i p a l i t y  [SUBD IV IS IO NS ].

3 *  Sec. 3 . S e c t io n  2 , c h . 9 4 , SLA 1984 i s  amended by a d d in g  new su b -

4 s e c t io n s  to  re a d :

5 ( f )  Funds a p p ro p r ia te d  u n d e r (d ) o f t h i s  s e c t io n  may n o t be used

6 f o r  th e  r e t i r e m e n t o f m u n ic ip a l d e b t .

7 (g ) Amounts re c e iv e d  by th e  s t a t e  u n d e r 42 U .S .C . 6508 and n o t

8 a p p ro p r ia te d  f o r  g r a n ts  to  m u n ic i p a l i t i e s  u n d e r ( d ) o f t h i s  s e c t io n

9 la p s e  a t th e  end o f each f i s c a l  y e a r as fo l lo w s :

10 (1 ) 50 p e rc e n t to  th e  p r i n c i p a l o f th e  A la s k a  pe rm anen t

11 fu n d ;

12 (2 ) .5 p e rc e n t t o  th e  p u b l ic  s c h o o l fu n d  (AS 3 7 .1 4 .1 1 0 ) ;

13 and

14 (3 ) th e  re m a in d e r to  th e  g e n e ra l fu n d f o r  use by th e  s t a t e

15 f o r  th e  f o l l o w in g  f a c i l i t i e s  and s e r v ic e s :

16 (A ) p la n n in g ;

17 (B ) c o n s t r u c t io n , m a in te n a n c e , and o p e ra t io n  o f e s se n -

18 t i a l  p u b l ic  f a c i l i t i e s ;  and

19 (C ) o th e r n e c e s s a ry p u b l i c  s e r v ic e s .

20 *  Sec. 4 . T h is  A c t ta k e s  e f f e c t  im m e d ia te ly  i n  a c co rd an ce w i t h  AS 0 1 . -

21 1 0 .0 7 0 ( c ) .
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STATE OF ALASKA 
DEPARTMENT OF REVENUE

M E M O R A N D U M

TO: M i l t  B a r k e r
D e p u ty C om m is s io n e r

FROM: B r ia n  C. A n d rew s
C o m p t r o l le r

DATE: A p r i l  1 0 , 1986

RE: N a t io n a l P e t r o le u m  R e se rv e -  A la s k a  (NPRA) R evenues

To d a te , th e  S ta t e  ha s re c e iv e d  f i v e  p a ym e n ts c o n s t i t u t i n g  th e  50% d is b u r s e d  o b l i g a t i o n  
o f  th e  F e d e ra l G o ve rnm en t o f NPRA re v e n u e s p u r s u a n t to  P .L . 9 6 -5 1 A . The r e c e ip t s  w e re  
d e p o s i te d  i n  th e  G e n e ra l F u n d , P e rm an en t Fund (AS 3 7 .1 3 . 0 1 0 ) , P u b l ic  S c h o o l Fund (AS
3 7 .1 4 .1 1 0 ) , and NPRA S p e c ia l Revenue Fund (C h . 9 4 , SLA 19 84 ) i n  th e  f o l l o w in g  am o u n ts :

D a te

1 2 -0 3 -8 2
1 1 -0 8 -8 3
0 1 -0 3 -8 5
0 6 -1 9 -8 5
0 1 -2 9 -8 6

G e n e ra l
Fund

$ 1 7 ,2 2 7 ,0 5 4 .2 5
8 1 6 ,4 9 0 .1 8

P e rm an en t
Fund

$ 1 7 ,4 0 1 ,0 6 4 .9 1
8 2 4 ,7 3 7 .5 5

3 ,7 8 4 ,3 6 8 .4 8
1 ,6 7 1 ,2 1 7 .7 9
6 3 5 .7 7 9 .7 5

P u b l ic
S c h o o l
Fund

$ 1 7 4 ,0 1 0 .6 5
8 ,2 4 7 .3 7

NPRA 
S p e c ia l 

R evenue Fund

$

3 ,7 8 4 ,3 6 8 .4 7
1 ,6 7 1 ,2 1 7 .7 9

6 3 5 .7 7 8 .7 5

T o t a l

$ 3 4 ,8 0 2 ,1 2 9 .8 1
1 ,6 4 9 ,4 7 5 .1 0
7 ,5 6 8 ,7 2 6 .9 5
3 ,3 4 2 ,4 3 5 .5 8
1 .2 7 1 .5 5 7 .5 0

T o ta l $ 1 8 ,0 4 3 ,5 4 4 .4 3  $ 2 4 ,3 1 7 ,1 6 8 .4 8  $132 ,2 58 .0 2  $ 6 ,0 9 1 ,3 6 5 .0 1  $ 4 8 ,6 3 4 ,3 2 4 .9 4

The a c c o u n t in g  c o n ta c t a t  th e  D e p a r tm e n t o f N a t u r a l R e so u rc e s i s  M y r t l e  P a u lk . The AKSAS 
c o l l o c a t i o n  code num be r and a c c o u n t num be r f o r  th e  NPRA Revenue fu n d  a re  1044119 and 
63 06 .
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H B  491 is a n  a t t e m p t  to c l e a n - u p  N P R - A  l e g i s l a t i o n  p a s s e d  in 

t h e  1984 s e s s i o n ,  b a s e d  o n  a M a r c h  1986 s u p e r i o r  c o u r t  ruling.

T h e  S u p e r i o r  C o u r t  f o u n d  t h a t  the S t a t e  v i o l a t e d  t h e  t e r m s  of 

42 U. S . C .  6 5 0 8 . . . w h i c h  is t h e  f e d e r a l  l a w  w h i c h  p r o v i d e s  t h a t  

t h e  s t a t e  r e c e i v e s  50% o f  t h e  f u nds r e c e i v e d  f r o m  c o m p e t i t i v e  

l e a s i n g  o f  oil a n d  g a s  i n  t h e  N a t i o n a l  P e t r o l e u m  R e s e r v e  

— A l a s k a .  T h i s  law m a n d a t e s  t h a t  in t h e  a l l o c a t i o n  of t h e s e  

funds, t h e  s t a t e  h a s  to g i v e  p r i o r i t y  t o  s u b d i v i s i o n s  m o s t  

s e v e r e l y  o r  d i r e c t l y  impacted. (See t h e  chart, p r e p a r e d  by 

t h e  D e p a r t m e n t  of  R e v e n u e  in y o u r  b i l l  f i l e  r e g a r d i n g  t h e  

d i s p o s i t i o n  of i n c o m e  f r o m  N P R  - A.)

T h e  S u p e r i o r  Court, in its M a r c h  18, 1986 r u l i n g  r e q u i r e s  

1) t h e  s t a t e  t o  s e g r e g a t e  a n a  a c c o u n t  for t h e  f u n d s  received, 

a n d  2) s t a t e  m u s t  s e t  up a s y s t e m  b y  w h i c h  i m p a c t e d  c o m m u n i­

ti e s  c a n  a p p l y  f o r  a n d  r e c e i v e  f u n d i n g  on a p r i o r i t y  basis.

T h e  1984 l e g i s l a t i o n  set u p  a s e p a r a t e  r e v e n u e  f u n d  t o  a c c o u n t  

f o r  m o n i e s  w h i c h  w e r e  r e c e i v e d  by  t h e  state. H o w e v e r ,  the 

S t a t e  f a i l e d  t o  set u p  a s y s t e m  b y  w h i c h  i m p a c t e d  c o m m u n i t i e s  

c o u l d  a p p l y  for and r e c e i v e  f u n d i n g  on a p r i o r i t y  basis.

T h i s  b i l l  w o u l d  set u p  a r a t i o n a l  s y s t e m  b y  w h i c h  i m p a c t e d  

c o m m u n i t i e s  w o u l d  b e  a b l e  to a p p l y  for a n d  r e c e i v e  f unding.



BILL SHEFFIELD, GOVERNOR

REPLY TO:

□ 1031 W 4th A VENUE 
SU ITE 200
ANCHORAGE. ALASKA 99S01 
PHONE: 19071 276-3550

□ /if NATIONAL CENTER 
100 CUSHMAN ST.
SU ITE 400
FAIRBANKS. ALASKA 99701 
PHONE: (907) 452-1568
/

□ POUCH K - STATE CAPITOL 
JUNEAU, ALASKA 99811 
PHONE: (907) 465-3600

T h e  H o n o r a b l e  F r a n k  F e r g u s o n  
A l a s k a  S t a t e  L e g i s l a t u r e  
P.O. B o x  V

J u n e a u ,  A l a s k a  9 9 8 1 1

lie: C S H B  4 9 1  (Fin)

D e a r  S e n a t o r  F e r g u s o n :

U e  w e r e  a s k e d  to p r o v i d e  a l e t t e r  e x p l a i n i n g  t h e  f i n a n­
c i a l  imp 1 i cat i o n s  o f  (1) P . L .  9 6 - 5 1 4  (42 U . S . C .  6 5 0 8 ) ,  (2) the
r e c e n t  s u p e r i o r  c o u r t  d e c i s i o n  in C i t v  of B a r r o w  v. S t a t e ,  
1 J U - 8 5 - 2 6 3 4  C i v i l ,  a n d  (3) C S H B  4 9 1 ( F i n ) .

T h e  f e d  r a l  l a w  p r o v i d e s  t h a t  t h e  s t a t e  is to r e c e i v e  
50 p e r c e n t  of f e d e r a l  r e v e n u e s  f r o m  o i l  a n d  g a s  l e a s i n g  in the 
N a t i o n a l  P e t r o l e u m  P r e s e r v e - A l a s k a  ( " N P R A " ) .  I n  a l l o c a t i n g  t h o s e  
f u n d s ,  t h e  f e d e r a l  l a w  r e q u i r e s  t h e  s t a t e  to g i v e  p r i o r i t y  to 
s u b d i v i s i o n s  o f  t h e  s t a t e  m o s t  d i r e c t l y  o r  s e v e r e l y  i m p a c t e d  b y  
N P R A  l e a s i n g .

I n  t h e  c o u r t  d e c i s i o n ,  t h e  s u p e r i o r  c o u r t  h e l d  t h a t  the 
s t a t e  h a d  v i o l a t e d  t h e  p r o v i s i o n  o f  f e d e r a l  l a w  r e q u i r i n g  the 
s t a t e  to g i v e  p r i o r i t y  t o  t h e  s u b d i v i s i o n s  o f  t h e  s t a t e  m o s t  d i ­
r e c t l y  or s e v e r e l y  i m p a c t e d  b y  N P R A  l e a s i n g .  I t  d i r e c t e d  t h a t  a 
f u n d  b e  r e c o n s t i t u t e d  to a f f o r d  t h e  o p p o r t u n i t y  f o r  t h o s e  s u b d i­
v i s i o n s  to d e m o n s t r a t e  i m p a c t s  e n t i t l i n g  t h e m  t o  p r i o r i t y  to the 
f u n d s .  A t  t h e  s a m e  time, t h e  s u p e r i o r  c o u r t  r u l e d  t h a t  n o t  a l l  
o f  t h e  m o n i e s  r e c e i v e d  b y  the s t a t e  u n d e r  t h e  f e d e r a l  l a w  s h o u l d  
b e  p l a c e d  i n  t h e  r e c o n s t i t u t e d  f u n d .  I n s t e a d ,  t h e  r u l i n g  d i r e c t­
e d  t h e  s t a t e  to r e c o n s t i t u t e  a f u n d  c o n s i s t i n g  o f  m o n e y  r e c e i v e d  
u n d e r  t h e  f e d e r a l  lav/ b u t  e x c l u d i n g  f u n d s  e x p e n d e d  p r i o r  to 1 9 8 4  
b y  g e n e r a l  f u n d  a p p r o p r i a t i o n .

T h i s  b i l l  is d e s i g n e d  to i m p l e m e n t  t h e  f e d e r a l  l a w  as 
c o n s t r u e d  b y  t h e  s u p e r i o r  cour t .  It is n o t  o n l y  c o n s i s t e n t  w i t h  
the s u p e r i o r  c o u r t ' s  d e c i s i o n ,  b u t  a c c o m p l i s h e s  p r e c i s e l y  w h a t  
t h e  s u p e r i o r  c o u r t  o r d e r e d .  As c u r r e n t l y  w r i t t e n ,  it a f f o r d s  
s u b d i v i s i o n s  o f  the s t a t e  the o p p o r t u n i t y  t o  a p p l y  f o r  f u n d s  to 
a l l e v i a t e  i m p a c t s  o f  N P R A  l e a s i n g .  T o  t h e  e x t e n t  s u b d i v i s i o n s

OFFICE OF THE ATTORNEY GENERAL

H a y  9, 1 9 8 6

DEPARTMENT OF LAW



The Honorable Frank Ferguson Hay 9, 1986
Page 2

d e m o n s t r a t e  d i r e c t  or s e v e r e  i m p a c t  f r o m  N P R A  l e asing, u n d e r  the 
f e d e r a l  lav; th e y  are e n t i t l e d  to a p r i o r i t y  to t hose funds. O n c e  
that p r i o r i t y  u s e  has b e e n  satisfied, a n y  r e m a i n i n g  f unds b e c o m e  
s u b j e c t  to the p r o v i s i o n s  of s tate law, i n c l u d i n g  t h e  a u t o m a t i c  
d e p o s i t  in the A l a s k a  P e r m a n e n t  Fund.

In b r i e f ,  the b i l l  as p r e s e n t l y  d r a f t e d  s a t i s f i e s  the 
r e q u i r e m e n t s  of b o t h  f e d e r a l  a n d  s t ate law.. B o t h  the p l a i n t i f f s  
in the s u p e r i o r  c o u r t  l i t i g a t i o n  and the A d m i n i s t r a t i o n  are in 
a g r e e m e n t  o n  this point.

S i n c e r e l y ,

H A R O L D  M. 5 R 0 W N  
A T T O R N E Y  G E N E R A L

( ~ r .
By:

G. T h o m a s  K o e s t e r  
A s s i s t a n t  A t t o r n e y  G e n e r a l

G T K : d i m
cc: C o m m i s s i o n e r  N o rdale, D O R

C o m m i s s i o n e r  Notti, C & R A  
D a v e  Rose, A l a s k a  P e r m a n e n t  F u n d
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I N  T H E  S U P E R I O R  C O U R T  F O R  T H E  S T A T E  O F  A L A S K A  

F I R S T  J U D I C I A L  D I S T R I C T  AT  J U N E A U

C I T Y  O F  B A R R O W ,  C I T Y  OF W A I N W R I G H T ,  
a n d  N O R T H  S L O P E  BO R O U G H ,

P l a i n t i f f s ,

v.

S T A T E  O F  A L A S K A ,  W I L L I A M  S H E F F I E L D ,  
G o v e r n o r  o f  A l a s k a ,  M A R Y  N O R D A L E ,  
C o m m i s s i o n e r ,  D e p a r t m e n t  o f  
R e v e n u e ,  S t a t e  o f  A l a ska,

D e f e n d a n t s .

FILED IN THE TRIAL COURTS 
STAVE OF ALASKA, F IRST D ISTRICT 

AT .IIINFAIJ

By f t

MAR 1 8 1 9 8 6
Clerk of Court

  Deputy

No. 1 J U - 8 5 - 2 6 3 4  C i v i l

S U M M A R Y  O R D E R

P l a i n t i f f s  m o v e  f o r  s u m m a r y  j u d g m e n t  on t h e i r 

c o m p l a i n t  f o r  d e c l a r a t o r y  r e l i e f .  S p e c i f i c a l l y ,  t h e y  se e k  a 

j u d i c i a l  d e c l a r a t i o n  t h a t  t h e  d e f e n d a n t s  (hereinafter, the 

State) h a v e  v i o l a t e d  the t e r m s  o f  P.L. 96-514 (42 U.S.C. 6508) 

b y  (a) f a i l i n g  t o  s e g r e g a t e  f u n d s  r e c e i v e d  fr o m  the f e d e r a l  

g o v e r n m e n t ,  (b) f a i l i n g  to e s t a b l i s h  a s y s t e m  by w h i c h  p o l i t i c a l  

s u b d i v i s i o n s  i m p a c t e d  by o i l  a n d  gas d e v e l o p m e n t  in the N a t i o n a l  

P e t r o l e u m  R e s e r v e  - A l a s k a  ( h e reinafter, NPR-A) c o u l d  a p p l y  for 

o r  r e c e i v e  f unds t o  i m p a c t e d  s u b d i v i s i o n s  o n  a p r i o r i t y  b a s i s  as 

r e q u i r e d  by  t h e  f e d e r a l  l a w  and (c) a p p r o p r i a t i n g  t h ose funds to 

the g e n e r a l  u s e  o f  the S t a t e  o f  A l a s k a .  (Plaintiffs a l t e r n a­

t i v e l y  s e e k  p a r a l l e l  d e c l a r a t o r y  r e l i e f  o n  the b a s i s  o f  b r e a c h  

o f  f i d u c i a r y  d u t y  t o  a d m i n i s t e r  a t r u s t  c r e a t e d  b y  1 L. 96-514.) 

Plaintiffs, a d d i t i o n a l l y  s e e k  a  d e c l a r a t i o n  t h a t  ch. 94, S L A  

1984, r e q u i r e s  a l l  f u nds (past o r  future) r e c e i v e d  b y  the S t a t e  

f r o m  t h e  f e d e r a l  g o v e r n m e n t  u n d e r  P^L. 96-514 to b e  p l a c e d  in a 

s p e c i a l  r e v e n u e  fund a n d  m a d e  a v a i l a b l e  for a p p r o p r i a t i o n  b y  the 

l e g i s l a t u r e  u n d e r  a s y s t e m  w h i c h  c o m p l i e s  w i t h  t h e  r e q u i r e m e n t s  

o f  P.L. 96-5 1 4 .  L a s tly, p l a i n t i f f s  s e e k  i n j u n c t i v e  r e l i e f

(a) r e q u i r i n g  the S t a t e  to s e g r e g a t e  and a c c o u n t  for all funds
i

r e c e i v e d  u n d e r  P.L. 96- 5 1 4  and to a d m i n i s t e r  those f unds in
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a c c o r d a n c e  w i t h  l a w  a n d  (b) p r o h i b i t i n g  the S t a t e  from e x p e n d i n g  

a n y  P.L. 96-514 r e v e n u e s  (past o r  future) u n t i l  a s y s t e m  is 

e s t a b l i s h e d  f o r  l a w f u l  a d m i n i s t r a t i o n  a n d  d i s p o s i t i o n  o f  such 

funds.

T h e  S t a t e  has f i l e d  a c r o s s - m o t i o n  for s u m m a r y  j u d g­

ment,  a r g u i n g  f i r s t  t h a t  t h e  p l a i n t i f f s '  c o m p l a i n t  d o e s  not 

s t a t e  a c a u s e  o f  a c t i o n .  T h e  S t a t e  a r g u e s  to th i s  r e s u l t  from 

its c o n c l u s i o n  t h a t  P.L. 9 6 - 5 1 4  i m p o s e s  no  j u d i c i a l l y  e n f o r c e­

ab l e  c o n d i t i o n s  o n  A l a s k a ' s  r e c e i p t  o f  N P R - A  r e v e n u e s .  

A d d i t i o n a l l y ,  t h e  S t a t e  a r g u e s  (a) t h a t  t h e  plaintiff, m u n i c i p a l­

itie s  h a v e  no r i g h t  to s h a r e  in N P R - A  r e v e n u e s  in a d v a n c e  of 

a c t u a l  c o m m e r c i a l  p r o d u c t i o n  f r o m  N P R - A ?  (b) t h a t  the S t a t e  is 

e n t i t l e d  t o  d e p o s i t  a p o r t i o n  o f  N P R - A  r e v e n u e s  d i r e c t l y  into 

the A l a s k a  P e r m a n e n t  F u n d  u p o n  rec e i p t ;  (c) t h a t  the S t a t e  is 

u n d e r  no o b l i g a t i o n  t o  a d o p t  s p e c i f i c  p r o c e d u r e s  w h e r e b y  

p o l i t i c a l  s u b d i v i s i o n s  m a y  a p p l y  f o r  a n d  r e c e i v e  N P R - A  funds;

(d) t h a t  p l a i n t i f f s '  d e l a y  in b r i n g i n g  t h i s  a c t i o n  b a r s  t h e i r  

c l a i m s  for r e l i e f  as to m o n e y s  a l r e a d y  e x p e n d e d  b y  the State;

(e) t h a t  a n y  S t a t e  o b l i g a t i o n  w i t h  r e s p e c t  to N P R - A  funds s h o u l d  

b e  d e e m e d  s a t i s f i e d  t h r o u g h  the s h a r i n g  o f  s t a t e  r e v e n u e s  w i t h  

the p l a i n t i f f  m u n i c i p a l i t i e s  u n d e r  o t h e r  p r o g r a m s ;  and (f) that 

ch. 94, S L A  1984, d o e s  n o t  a f f e c t  N P R - A  r e v e n u e s  w h i c h  w e r e  

r e c e i v e d  a n d  s p e n t  b y  t h e  S t a t e  p r i o r  to  t h e  d a t e  o n  w h i c h  th a t  

l a w  b e c a m e  e f f e c t i v e .

T h e  p a r t i e s  h a v e  b o t h  r e q u e s t e d  e x p e d i t e d  h a n d l i n g  of 

th i s  m o t i o n .  O r a l  a r g u m e n t  w a s  h e a r d  o n e  w e e k  a f t e r  the 

b r i e f i n g  w a s  c o m p l e t e d .  In o r d e r  to a v o i d  f u r t h e r  d e l a y *  in

1. T h e  s i x - w e e k  p e r i o d  d u r i n g  w h i c h  th i s  c a s e  has 
b e e n  h e l d  u n d e r  a d v i s e m e n t  c o i n c i d e s  a l m o s t  e x a c t l y  w i t h  the 
p e r i o d  d u r i n g  w h i c h  the u n d e r s i g n e d  h a s  b e e n  t h e  o n l y  s u p e r i o r  
c o u r t  j udge p r e s e n t  in J u n eau.
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a n n o u n c i n g  t h e  c o u r t ' s  d e c i s i o n ,  the c o u r t ' s  c o n c l u s i o n s  on  the 

a b o v e  i s s u e s  are set o u t  b e l o w  in s u m m a r y  fashion.

1. M a n d a t o r y  D u t y  R e g a r d i n g  A l l o c a t i o n  o f  NPP.-A R e v e n u e s .

A. P.L. 9 6 - 4 1 5  p r o v i d e s  t h a t  h a l f  o f  all r e c e i p t s  

f r o m  sales, r e n t a l s ,  b o n u s e s  a n d  r o y a l t i e s  o n  le a s e s  p e r t a i n i n g  

to l a n d s  in the N a t i o n a l  P e t r o l e u m  R e s e r v e  - A l a s k a  s h a l l  be 

p a i d  b y  t h e  f e d e r a l  g o v e r n m e n t  to the S t a t e  o f  A l a s k a  "for

(a) p l a n n i n g ,  (b) c o n s t r u c t i o n ,  m a i n t e n a n c e  and o p e r a t i o n  o f  

e s s e n t i a l  p u b l i c  f a c i l i t i e s ,  a n d  (c) o t h e r  n e c e s s a r y  p r o v i s i o n s  

o f  p u b l i c  s e r v i c e . "  In the a l l o c a t i o n  o f  s u c h  ...funds, the 

f e d e r a l  a c t  e s t a b l i s h e s  a m a n d a t o r y  d u t y  on the S t a t e  o f  A l a s k a  

to " give p r i o r i t y  to  u s e - [ o f  N P R - A  funds] by s u b d i v i s i o n s  o f  the 

s t a t e  m o s t  d i r e c t l y  o r  s e v e r e l y  i m p a c t e d  b y  d e v e l o p m e n t  o f  oil 

a n d  g a s  l e a s e d  u n d e r  [P.L. 9 6 - 5 1 4 ] . "

B. T h e  d u t y  i m p o s e d  by  P.L. 96- 5 1 4  u l t i m a t e l y  falls 

u p o n  "the A l a s k a  L e g i s l a t u r e  (because i t  h a s  -the s p e n d i n g  power) , 

a n d  it i n c l u d e s  t h e  d u t i e s  to  e x a m i n e  the c l a i m e d  n e e d s  of 

s u b d i v i s i o n s  a r i s i n g  f r o m  o i l  a n d  g a s  d e v e l o p m e n t  impacts, to 

e v a l u a t e  t h e m  and, if the c l a i m e d  n e e d s  are f o u n d  to exist, to 

r a n k  t h e m  in o r d e r  o f  p r i o r i t y ,  a n d  to m e e t  o r  s a t i s f y  t h e m  out  

o f  N P R - A  r e v e n u e s .

C. T h e  d u t y  set o u t  a b o v e  m a y  be m e t  t h r o u g h  e x i s t­

in g  e n t i t i e s  a n d  t h e  b u d g e t  r e v i e w  p r o c e s s ;  it is n o t  n e c e s s a r y  

t h a t  a n e w  a p p a r a t u s  be c r e a t e d  t o  r e c e i v e  N P R - A  c l a ims.

2. W h e n  the D u t y  A r i s e s .

T h e  d u t y  a r i s e s  u p o n  t h e  c o m m e n c e m e n t  o f  a n y  " d e v e l o p­

me n t "  o f  t h e  s u b j e c t  t r a cts. B e c a u s e  " d e v e l o p m e n t "  i n c l u d e s  

"a n y  s t e p  t a k e n  in the s e a r c h  f o r  . . . h y d r o c a r b o n s "  (as w e l l  

as c a p t u r e ,  p r o d u c t i o n  a n d  m a r k e t i n g  o f  s a m e ) , it is c l e a r  t h a t  

the d u t y  a r i s e s  w e l l  b e f o r e  a c t u a l  c o m m e r c i a l  p r o d u c t i o n  and 

e x i s t s  at l e a s t  as e a r l y  as w h e n  te s t  w e l l s  a r e  b e i n g  dril.led. 

O f  c o u r s e ,  in e v a l u a t i n g  c l a i m e d  i m p a c t  needs, and in
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S t a t e  c o m p l i e s  w i t h  the m a n d a t o r y  d u t y  i m p o s e d  o n  it to e v a l u a t e  

n e e d s  a n d  e s t a b l i s h  p r i o r i t i e s .  B u t  this d i f f i c u l t  q u e s t i o n  

n e e d  n o t  b e  r e s o l v e d  now, for o n  t h e  u n d i s p u t e d  facts b e f o r e  t h e  

c o u r t  t h e  S t a t e  has m a d e  no e f f o r t  a t  all to m e e t  t h e  d u t y  

i m p o s e d  u p o n  it. T h e  a u t o m a t i c  d e p o s i t s  into the p e r m a n e n t  fund 

c l e a r l y  v i o l a t e  the f e d e r a l  law.

4. P l a i n t i f f s '  D e l a y  in F i l i n g  L a w s u i t .

By v i r t u e  o f  t h e i r  d e l a y  in b r i n g i n g  t h i s  action, 

p l a i n t i f f s  a r e  b a r r e d  f r o m  o b t a i n i n g  r e l i e f  as to a n y  m o n e y s  

a l r e a d y  e x p e n d e d  by  t h e  S t a t e .  B e c a u s e  the S t a t e  is u n d e r  a 

d u t y  u n d e r  f e d e r a l  l a w  to u n d e r t a k e  an e v a l u a t i v e  p r o c e s s  to

d e t e r m i n i n g  w h e t h e r  t h e y  t r u l y  ex i s t ,  the l e g i s l a t u r e  c e r t a i n l y  

m a y  t a k e  in t o  a c c o u n t  the l i k e l y  pa c e  o f  e x p l o r a t i o n ,  the 

l i k e l i h o o d  of  f u r t h e r  e x p l o r a t i o n ,  the l i k e l i h o o d  o f  actual 

c o m m e r c i a l  p r o d u c t i o n  w h i c h  m a y  r e s u l t  and its l i k e l y  pace, etc.

3. A u t o m a t i c  D e p o s i t  i n t o  P e r m a n e n t  F u n d .

T h e  S t a t e  c a n n o t ,  c o n s i s t e n t  w i t h  its o b l i g a t i o n s  

u n d e r  P.T,. 96-5i4, a u t o m a t i c a l l y  d e p o s i t  50% (or a n y  amount) of 

a l l  N P R - A  r e v e n u e s  i n t o  the A l a s k a  P e r m a n e n t  Fund. S u c h  ac t i o n  

c l e a r l y  c o n t r a v e n e s  t h e  m a n d a t o r y  d u t y  p l a c e d  on the S t a t e  by 

t h e  v e r y  l a w  v/hich a u t h o r i z e s  p a y m e n t s  to the State-••(since such 

p a y m e n t s  are m a d e  o n  the c o n d i t i o n  t h a t  the S t a t e  "give p r i o r i t y  

t o  u s e  [of s u c h  funds] b y  s u b d i v i s i o n s  o f  the s t a t e  m o s t  

d i r e c t l y  o r  s e v e r e l y  i m p a c t e d” b y  the d e v e l o p m e n t s  o f  leased 

l a n d s ) . R a t h e r  t h a n  a d i r e c t  d e p o s i t  to t h e  p e r m a n e n t  fund, the 

S t a t e  m u s t  f i r s t  r e s o r t  to t h e  p r o c e s s  r e f e r r e d  to in P a r t s  1-B 

a n d  1-C a b o v e  t o  e x a m i n e  t h e  c l a i m e d  u e e d s  o f  i m p a c t e d  s u b d i v i­

sio n s  a n d  t o  r a n k  a n y  found to exist. B e c a u s e  the l a n g u a g e  of 

t he f e d eral act is so b r o a d  c o n c e r n i n g  the a l l o w a b l e  o b j e c t s  of 

s t a t e  e x p e n d i t u r e  of  N P R - A  f u n d s  ("other n e c e s s a r y  p r o v i s i o n s  of  

p u b l i c  s e r v i c e " ) , it is c o n c e i v a b l e  t h a t  an a l l o c a t i o n  o f  N P R - A  

r e v e n u e s  to the p e r m a n e n t  f u n d  m i g h t  be a l l o w a b l e  a f t e r  the
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p r i o r i t i z e  c l a i m s ,  a n d  b e c a u s e  it w o u l d  be i m p o s s i b l e  to 

r e c r e a t e  the c o n d i t i o n s  u n d e r  w h i c h  t h a t  p r o c e s s  w o u l d  have 

t a k e n  p l a c e  in 1982 a n d  1983 (for example) , the S t a t e  w o u l d  be 

p r e j u d i c e d  b y  an o r d e r  n o w  r e q u i r i n g  it to p l a c e  into a s p e c i a l  

fund m o n i e s  w h i c h  h a v e  b e e n  e x p e n d e d  f o r  o t h e r  p u r p o s e s  a n d  an 

o r d e r  r e q u i r i n g  i t  to  m a k e  a l l o c a t i o n s  b a s e d  o n  a s y s t e m  of  

p r i o r i t i e s  w h i c h  c a n n o t  b e  r e c r e a t e d .  T h e r e  i s  n o  bar, however, 

as t o  t h o s e  f unds w h i c h  h a v e  b e e n  p l a c e d  in the N P R - A  r e s e r v e  

a c c o u n t  s i n c e  1984, a n d  t h e r e  is no b a r  as t o  t h o s e  funds 

d e p o s i t e d  d i r e c t l y  i n t o  t h e  P e r m a n e n t  Fund.

5. S a t i s f a c t i o n .

S u m m a r y  j u d g m e n t  on  th i s  d e f e n s e  is denied. Ev e n  

a s s u m i n g  t h a t  the a m o u n t  o f  d e v e l o p m e n t - r e l a t e d  i m p a c t  n e e d s  of 

the p l a i n t i f f s  for the p e r i o d  1981 - 1985 c o u l d  s o m e h o w  be k n o w n  

b y  t h i s  c o u r t  w i t h o u t  f o r m a l  l e g i s l a t i v e  d e t e r m i n a t i o n  u n d e r  the 

p r o c e s s  m a n d a t e d  b y  t h e  f e d e r a l  act, t h e r e  w o u l d  r e m a i n  f a c tual  

m a t t e r s  i n  d i s p u t e .  T h e  court, h o w e v e r ,  ado p t s  the p o s i t i o n  of 

the S t a t e  t h a t  it m a y  s h o w  s a t i s f a c t i o n  to the e x t e n t  th a t  it 

s h o w s  t h a t  a g i v e n  a p p r o p r i a t i o n  to p l a i n t i f f s  w a s  for n e e d s  

a r i s i n g  o u t  o f  oil a n d  g a s  d e v e l o p m e n t - r e l a t e d  impacts.

6. Ch. 94, S L A  1 9 8 4 .

H a v i n g  d e t e r m i n e d  t h a t  f e d e r a l  l a w  i m p oses a m a n d a t o r y  

d u t y  u p o n  the S t a t e  a s  s e t  o u t  above, it is u n n e c e s s a r y  to 

c o n s i d e r  w h e t h e r  s t a t e  l a w  t o o  f o r b i d s  t h e  p r a c t i c e s  c o m p l a i n e d  

o f  h e r e  b y  p l a i n t i f f s .  U n d e r  the s u p r e m a c y  c l a u s e  o f  the 

f e d e r a l  c o n s t i t u t i o n ,  f e d e r a l  l a w  c o n t r o l s .  W h e t h e r  ch. 94, SLA 

1984, a l s o  .requires, as a m a t t e r  o f  s t ate law, t h a t  w h i c h  

P.L. 96 - 5 1 4  r e q u i r e s  t h e r e f o r e  n e e d  n o t  be decided.

C O N C L U S I O N

H a v i n g  r e a c h e d  the a b o v e  c o n c l u s i o n s ,  the c o u r t  

d e c l a r e s  the ri g h t s  o f  the p a r t i e s  and o r d e r s  as follows:

//



1

2

3

4

5

0

7

8

9

10

11

12

13

14

15

10

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

(1) T h e  S tate has -violated P.L. 96-514 by f a i l i n g  to e s t a b l i s h  

a systeir b y  w h i c h  p o l i t i c a l  s u b d i v i s i o n s  i m p a c t e d  by oil 

an d  gas d e v e l o p m e n t  in the N P R - A  c o u l d  a p p l y  for and 

r e c e i v e  funds o n  a p r i o r i t y  basis.

^2) T h e  S t a t e  h a s  v i o l a t e d  P.L. 96 - 5 1 4  by a p p r o p r i a t i n g  N P R - A  

funds to the g e n e r a l  u s e  of  the S tate o f  A l a s k a  w i t h o u t  

g i v i n g  p r i o r i t y  to t h o s e  u s e s  s p e c i f i e d  i n  P.L. 96-514.

(3) T h e  S t a t e  is r e q u i r e d  to s e g r e g a t e  a n d  a c c o u n t  for all 

f unds r e c e i v e d  u n d e r  P.L. 96-514, o t h e r  th a n  t h o s e  a l r e a d y  

e x p e n d e d .

(4) The S t a t e  is r e q u i r e d  to a d m i n i s t e r  funds r e c e i v e d  u n d e r  

P.L. 96-514 in s u c h  a w a y  t h a t  it g i ves p r i o r i t y  to t h e  use 

of su c h  funds b y  s u b d i v i s i o n s  m o s t  d i r e c t l y  or  s e v e r e l y  

i m p a c t e d  by d e v e l o p m e n t  o f  o i l  and gas l e a s e d  u n d e r  

P.L. 96-514.

(5) As to t h e  d e f e n s e  o f  s a t i s f a c t i o n ,  t h a t  m a t t e r  m u s t  be 

r e s e r v e d  for t r ial o n  the f a c t u a l  issue w h e t h e r  a n y  a p p r o­

p r i a t i o n s  to p l a i n t i f f s  d u r i n g  the y e a r s  in q u e s t i o n  w e r e  

for n e e d s  a r i s i n g  fr o m  i m p a c t s  r e l a t e d  to oil and gas 

d e v e l o p m e n t .

The m a t t e r  w i l l  b e  s c h e d u l e d  for t r i a l  at c o u n s e l ' s  

r e q u e s t  u p o n  the filing o f  a p r o p o s e d  s c h e d u l i n g  o r d e r  s i g n e d  by 

a l l  p a r t i e s ,  o r  a s c h e d u l i n g  c o n f e r e n c e  w i l l  be set if c o u n s e l  

are u n a b l e  t o  a g r e e  u p o n  a s c h e d u l e  f o r  trial.

IT IS SO ORDERED.

D O N E  at June a u ,  A l a s k a ,  this d a y  of  M a r c h ,  1986.

W a l t e r  L. Carpeneti" 
S u p e r i o r  C o u r t  J u d g e




