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Letter of Intent 
for

CSSB277 (Resources)

It is the intent of the Legislature that, within the context of its prescribed duties, the 
major goal of the commission should be to provide the state and federal governments 
with specific recommendations which will dramatically improve the management, 
handling and transportation of oil and other hazardous substances throughout Alaska. 
Because achievement of ths goal will require congressional action as well as state 
legislation, the commission should include within its work plan coordination and 
consultation with other coastal states.

It is the intent of the Legislature that, in addition to the prescribed deadline for its 
report, the commission should structure a work plan which will permit submission of 
specific recommended legislation to the Legislature by January 8, 1990.
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Mas Estate Legislature
Chairman (907) 465-4523 Jan Faiks 

Post Office Box V 
Juneau, Alaska 99811

May 1, 1989 Senate Judiciary Committee

MEMORANDUM

TO:

FROM:

SUBJECT:

i/iCepresentative C l i f f  Davidson, Co-Chairman 
Representative Curt Menard, Co-Chairman
House Resources Committee

/- \
j ' (Senator Jap Fajks

CS Senate Bil l 
Oil Discharge V Commission to Investigate the Valdez

CS Senate B i l l  277 (Finance) received unanimous approval by the 
Senate last Saturday. It has been referred to the House Resources 
Committee fo r its consideration. I would appreciate the opportunity 
to discuss the legislation with the committee at its earliest 
convenience.

The bill is modeled after the executive order which established the 
Presidential Commission on the Space Shuttle Challenger Accident. It 
is my hope that by establishing a similar mechanism, Alaskans will 
be able to examine the facts and circumstances leading to the spill as 
well as develop recommendations on steps which can be taken to 
minimize the possibility o f  a similar accident occurring again in the 
fu tu re .

For your reference, attached is a sectional analysis o f  the bill, as well 
as a copy o f  the Presidential Commission's executive order and 
summary o f  the commission's report on the Challenger accident.

MembersM ike Szym anski, Vice-Chairman • Rick Halford • Drue Pearce • Pat Rodey
Out of Session3111 C  Street, Anchorage, Ab<ka 99503 • (907)561-7610
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C S  Senate Bill 277 (Finance)Sectional  A n a ly s is
Establishing a commission to investigate the Exxon Valdez oil spill 
disaster and to recommend changes needed to minimize the 
possibility and effects o f  similar oil spills; and providing for an 
effective date

Section 1. V A LD E Z  O IL  D IA STER  R E V IE W  C O M M IS S IO N .

(a) The 7 member commission is established in the Office o f  the 
Governor .

(b) Members, appointed by the Governor, must include:

(1 )  a distinguished Alaskan committed to impartial fact finding 
and who is not a state or federal employee or an employee o f  a 
company that is part o f  the oil industry to serve as chair: and

(2 )  6 persons not affiliated with any party directly related to 
the disaster, including one wit relevant scientific and technical 
knowledge and one with business experience involving petroleum 
production or transportation.

(c) The panel may hire staff to perform its duties.

(d) Non-governmental commission members are entitled to $150 
per day while on commission business in addition to per diem and 
travel expenses.

Section 2. DUT IES  OF  TH E  PANEL.
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(a) The panel shall gather information relating to:

( 1 )  events leading up to the Valdez spill
( 2 )  efforts to contain and clean up the oil discharged
( 3 )  short and long term effects o f  the spill on the natural

resources and the economy o f  the state.

(b) 'Fhe panel’s report shall be submitted by March 1, 1990 and will 
include findings and recommendations on:

(1 )  factual chain o f  events preceding the grounding o f  the 
Exxon Valdez and the extent oil industry and governmental practices 
or law should be changed to minimize the potential for future similar 
events;

(2 ) containment and clean up actions, the extent to which 
current technology was available and used, and ways to improve 
spill response;

(3 ) environmental and economic effects o f  the oil discharge;
( 4 )  recommendations on steps to be taken to ensure proper

management, handling, and transportation o f  crude oil in the future

Section 3. IN V E S T IG A T IO N S ;  H EA R IN G S .

(a) - (c) The panel may issue subpoenas, administer oaths, hold 
hearings and conduct investigations related to its duties.

(d) State agencies shall, to the extend permitted by law, cooperate 
with the panel and provide information requested.

(e) Meetings o f  the commission are governed by the Open Meetings 
Act.

Section 4. Panel Termination

The panel sunsets twenty days after submission o f  its report (March 
21, 1990) .

Section 5. Effective Date

Immediate effective date.



. _______  woy, wmcn established
the Presidential Commission on the Space Shuttle Challenger Accident

r x r c u T iv z  ORDER
** am m m m «*P R tsiD ra-riM , c o m m is s io n  on t h z  SPACX SHUTTLZ CKALL2NCER ACCIDENT

By th a  a u th o r ity  v e a ts d  in  a *  as P r e s id e n t by tha C o n s t it u t io n  and s t a t u t e s  o f  th e  U n ite d  s t a t e s  o f  A m e rica , in c lu d in g  the f e d e r a l  A d v iao ry  Com m ittee A c t ,  aa amended (5 U .S .C .  App. I ) , and in  o rd er to  e e t a b l ia h  a com m ission o f  d is t in g u is h e d  Am ericans to  in v e s t ig a t e  th e  a c c id e n t  to  the Space S h u t t le  c h a l la n g e r , i t  i s  hereby ordered' as fo llo w s iS e c t io n  1.  E s ta b lis h m e n t, (a) There i s  e s t a b lis h e d  the P r e s id e n t ia l  Commission on the Space S h u t t le  C h a lle n g e r  A c c id e n t . The com m ission s h a l l  be composed o f  n o t more than 20 mamb'ira app ointed  o r  d e s ig n a te d  by th e  P r e s id e n t . The members s h a l l  be drawn from among d is t in g u is h e d  le a d e r s  o f  th^ governm ent, and th e  s c i e n t i f i c ,  t e c h n i c a l ,  and management com m u n ities.(b) The P r e s id e n t s h a l l  d e s ig n a te  a Chairm an and a V ic e  Chairm an from among th e  members o f  th e  Commlsision,S e e . 2 . F u n c tio n s , (a) The Com m ission s h a l l  i n v e s t i ­g a te  th e  a c c id e n t  to  th e  Space S h u tt le  C h a lle n g e r , which o ccu rre d  .nr Janu ary 28, 1986.(b) The Commission s h a l l :(1) Review th e  c ircu m sta n ce s  su rro u n d in g  th e  a c c id e n tto  e s t a b l is h  th e  p ro b a b le  ca u se  or ca u se s o f  th e  a c c id e n t)  and(2) D evelop recommendations fo r  c o r r e c t iv e  or o th e r  a c t io n  basod upon th e  C om m ission's f in d in g s  and d e te r m in a tio n s .(e) The Commission s h a l l  subm it I t s  f i n a l  ro p o r t to  theP r e s id e n t  and the A d m in is tr a to r  o f th e  N a tio n a l A e r o n a u tic sand Space A d m in is tr a tio n  w ith in  one hundred and tw enty days o fth e  d a te  o f t h i s  O rder.
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3«c. 3 . Administration. (a) Tho heads ai Executive 

department* and agencies shall, to tha extent permitted by 

law, provide the Commission with such information as It may 

require for purposes of carrying out its funcrlons.

(b) Members of tha Comniaei.on shall serve without 

compensation for their worJc on the Conuaiflsion. However, 

members appointed from among private citlxane of the 

United Statoa may be allowed travel expenses, including 

per diem In lieu of subsistence, to the extent permitted

by law for parson* serving intermittently in the government 

service (S U.S.C. 5701-570?).

(c) To the extent permitted by luw, and subject to the 

availability uf appropriations, the Administrator of the 

National Aeronautics and .Space Administration shall provide 

tho Commission with such administrative services, funds, 

facilities, staff, and other support services as may bs 

necessary for the performance of its functions.

Sec. 4 . General Provisions. (a) Notwithstanding tho 

provisions of any other Executive Order, the functions of 

the President undar tha federal Advisory Committee Act which 

are applicable to tha Commission, excapt that of reporting 

annually to the Congress, shall be performed by the Adminis­

trator of tha National Aeronautics and Space Administration, 

in accordance with guidelines and procedures established by 

tha Administrator of General Services.

(b) The Commission shall terminate 60 days after 

submitting its final report.

THE V/rllTI HOUSE,February 3 , 1986.
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Presidential Commission on the Space 
Shuttle Challenger Accident

William P. Rogers, Chairman Former Secretary of State under President Nix­on (1969*1973). and Attorney General under President Eisenhower (1957-1961), currently a practicing attorney and senior partner in the law lirrn of Rogers & Wells. Born in Norfolk. New York, he was awarded the Medal of Freedom in 1973. He holds a J .D . from Cornell University (1937) and served as LC D R , U .S . Navy (1942-1946).Neil A . Armstrong, Vice ChairmanFormer astronau., currently Chairman of the Board of Computing Technologies for Aviation, Inc. Born in Wapakoneta, Ohio, Mr. Armstrong was spacecraft commander for Apollo 11, July 16-24. 1969. the first manned lunar landing mis­sion. He was Professor of Aeronautical Engineer­ing at the University of Cincinnati from 1971 to 1980 and was appointed to the Nationai Com­mission on Space in 1985/David C . Acheson Former Senior Vice President and General Counsel, Communications Sateilite Corporation (1967-1974), currently a partner in the law firm of Drinker Biddle k  Reath. 3orn in Washing­ton. DC. he previously served as an attorney uith the U S. Atomic Energy Commission (1948-1950) and was U .S . Attorney for the District of Columbia (1961-1S65). He holes anl.L.B. from Harvard University (1948) and M-ncd us LT. U.S. Navy (1942-1946).Dr. Eugene E. Covert Educator and engineer. Bern m Rapid C.ty, South Dakota, he ;s currently Professor and

Head. Department of Aeronautics ana Astro­nautics. at Massachusetts Institute . Technology. Member of the National Academv of Engineering, he was a recipient ot the E x c e p ­tional Civilian Service Award. L'Sa F. in 197J and the NASA Public Service Award in i960. He holds a Doctorate in Science irnm Massachusetts Institute of Technology.Dr. Richard P. FeynmanPhysicist. Born in New York Citv, he is Pro­fessor of Theoretical Physics at California In­stitute of Technology. Nobel Prize winner in Physics, 1965, he also received the Einstein Award in 1954, the Oersted Medal in 1972 anc the Nir's Bohr International Gold Medal in 1973. He holds a Doctorate in Physics from Princeton (1942).Robert B. Hotz Editor, publisher. Born in Milwaukee, Wisconsin. He is a graduate of Northwestern University. He was the editor-in-chief of A lid io n  
Week Space Technology magazine (1953-1950). He served in the Air Force in World War II ar.a was awarded the Air Medal with Oak Leaf Cluster. Since 1982, he has been a member of the General Advisory Committee to ti.e Arms Control and Disarmament Agency.Major General Donald J .  Kutyna, U S A f Director of Space Systems and Command. Control, Communications. Born in Chicago. !!• linois. and graduate of the U .S. Military Academy, he holds a Master of Science cegre: from Massachusetts Institute of Technology (1955)- A command pilot with over 4,000 f/.gr.t



hou rs, he is a recipient o f  the D istin gu ish ed  Serv­ice M e d a l, D istin g u ish e d  F ly in g  C ro s s . L egio n  o f  M e rit  and n in e a ir  m ed als.
Dr. Sally K . RideA s tro n a u t. B o rn  in  Lo s A n g e le s , C a lifo r n ia , she was a m ission  specialist on S T S - 7 , launched on Ju n e  13, 1933, b e co m in g  the first A m e rica n  w om an in sp ace . Sh e  also flew on m ission 4 1 -G  launched O c to b e r  5, 1984. S h e  holds a D octorate in Physics from  S ta n fo rd  U n iv e rs ity  (1978) and is still an  active  a stro n a u t.
Robert W. RummelSp ace e x p e n  and aerospace en g in e e r. B orn in D a k o ta , Illin o is , an d form er V ic e  President o f  T ra n s  W o rld  A ir lin e s , he is cu rrently  President o f R o b ert W . R u m m e l Associates, I n c ., o f  M e sa . A r iz o n a . H e  is a m e m b e r o f  the N a tio n a l A c a d e m y  o f  E n g in e e rin g  and is hold er o f the N A S A  D istin g u ish e d  P u b lic  Service  M e d a l.Joseph F. SutterA e ro n a u tica l en g in e e r. C u rr e n tly  E xecu tive  V ic e  President o f  the B o e in g  C o m m e rc ia l A irp lan e  C o m p a n y . B orn in Seattle , he has been with Boeing since 1945 and was a principal figure in the developm ent o f  three generations o f  jet a ir­craft. In 1984, he w as elected to the N atio n al A c a d e m y  o f E n g in e e r in g . In 1985, President R e a g a n  conferred on  him  the U .S .  N atio n al M e d a l o f  T e c h n o lo g y .Dr. Arthur B. C . Walker, Jr ,A stro n o m er. Born in C le v e la n d , O h io , he is currently Professor o f  A p p lie d  Physics and was form erly A ssociate D e a n  o f  the G ra d u a te  D iv i­

sion at S ta n fo rd  U n iv e rs ity . C o n su lta n t to A e ro sp a ce  C o r p o r a tio n . R a n d  C o rp o ra tio n  and the N a tio n a l Science Fo u n d atio n , he is a m em ber o f  the A m e r ic a n  P h ysical S o c ictv . A m e rica n  G e o p h y s i c a l  U n i o n ,  a n d  the A m e r ic a n  A stro n o m y  S o c ie ty . H e  holds a D o ctorate  in Physics from  the U n iv e rsity  ol Illinois  ̂196‘2).Dr. Albert D. WheelonP h y sicist. B o rn  in M o lin e . Illin ois, he is c u r ­rently E xecu tive V ic e  President. H u gh es A ircraft C o m p a n y . A lso  a m em b er o f the President's F o reig n  In te llige n ce  A d v iso ry  B o a rd , he served as a consultant to the President's Science A d visory C o u n c il from  1961 to 1974. H e  holds a D octorate in P h ysics from  M assachu setts Institu te o f  T e c h n o lo g y  (1952).Brigadier General Charles Yeager. USAF 
(Retired)F o rm er experim ental test pilot. Born in M y r a , W est V ir g in ia , he was appointed in 1985 as a m e m b e r o f  the N a tio n a l C o m m iss io n  on S p a c e . H e  was the first person to penetrate the sound barrier and the first to fly at a speed o f more m an  1,600 m iles an h o u r,Dr. Alton G. Keel, J r . ,  Executive DirectorD e ta ile d  to the C o m m iss io n  irom  his p osition in the E x e cu tiv e  O ffic e  o f  the P resid en t, O ffic e  o f  M a n a g e m e n t and B u d g e t, as A sso ciate  D ir e c ­tor for N a tio n a l S e c u rity  and In te rn a tio n a l A f ­fairs; form erly  A ssistan t Secretary  o f the A ir  F o rce  for R e se a rc h , D ev elo p m en t and L o g istics; and S e n a te  S ta ff . Born in N ew p o rt N ew s, V ir g in ia , he holds a D o ctorate  in E n g in e e rin g  P h ysics from  the U m v e rs n v  c : V ir g in ia  (1970).

.1

203



( (

. . . ■ n u l l  U l

S p e c ia l A * ii* ta n t»M a rie  C ,  H u n te rM . M . Black
M a rk  D . W e in b e rg  H erb  H etu  Jo h n  T . Sh epherd
Administrative Staff

.  .  — ..i :\ - iu rE xecu tive  Secretary
E x e cu tive  A ssistan t to the C h a ir m a n  Personal Secretary  ro V ic e  C h a ir m a n  &  E x e cu tive  D ire cto r M e d ia  R elatio n s M e d ia  R elatio n s N A S A  T a s k in g  C o o rd in a tio n

W h ite  H o u se  M A J ,  U S A / O .M B
R o g ers &  W ells 
O M B
W h ite  H o u se  C o n su lta n tC A P T ,  U S X  ( R c i) / A ;ty .

Stephen B . H y lc A d m in istra tiv e  O ffic e r L T C ,  U S A FPatt S u lliv a n A d m in istra tiv e  A ssistan t N A S AM a r ily n  S tu m p f T ra v e l C o o rd in a tio n N A S AJo le e n  A .  B . B ottalico T ra v e l C o o rd in a tio n N A S AJa n e  M .  G re e n Secretary N A S AL o rrain e  K .  W a lto n Secretary N A S AV e r a  A .  Barnes Secretary N A S AV ir g in ia  A .  Ja m e s R ecep tio n ist C o n tr a c t  Su p p ortIn v e s t ig a t iv e  S t a f fW illia m  G .  D u p re e In vestig ato r, D ev e lo p m e n t D Q D  IGan d  P ro d u ctio nJo h n  B . H u n g e r fo rd , j r . In v e stig ato r, D ev elo p m en t L T C ,  U S A Fan d P rod u ctionJo h n  P . C h a se In v e stig ato r, P re -L a u n c h M A J ,  U S M C / D O D  I GA ctiv itiesBrew ster Shaw In v e stig ato r, P re -L a u n c h L T C ,  U S A F / N A S AA ctiv itie s A stro n a u tJo h n  C .  M a cid u ll In v e stig ato r, A ccid e n t F A A / C D R , U S N R - RA n a ly sisR o n  W aite ■Investigator, Accident: E n g in e e rin gA n aly sis C o n su lta n tJo h n  Fabian In ve stig ato r, M iss io n C O L ,  U S A F / F o r m e rP la n n in g  and O p e ra tio n s A stro n a u tEm ilv M . T r3 p n el! C o o rd in a to r , G e n e ra l F A A  A tty .In vestigative  A ctiv itiesR a n d y  K . K eh rli E v id en ce  A n aly sis D O J  A t ty .E . T h o m a s A lm o n In vestigato r S p e cia l A g e n t , F B IPatrick J .  M a le v In vestigato r S p e cia l A g e n t, F B IJo h n  R . M o le sw o rth , J r . In vestigator S p e cia l A g e n t , F B IRobert C .  T h o m p so n In vestigato r S p e cia l A g e n t . F B ID r . R . C u rtis  G r a e b e r H u m a n  Factors Sp ecialist L T C ,  U S A / N A S AM ich a e l L , M a rx M e ta llu rg ist N T S 3



Writing SupportW oods H a n se n Ed ito r Free LanceJa m e s  H a g g e rty W riter Free LanceA n th o n y  E . H a rtle W riter C O L ,  U S A / U S M AW illia m  3 a u m a n W riter C A P T ,  U S A F / U S A F AFrank G ille n W o rd  P rocessin g Su p erviso r C o n tract Su p p ort .Law ren ce J .  H e r b A rt L a y o u t Free Lan ceW illis  R ick e rt Printer N A S AL y n n e  K o m a i D esign C o n tra c t Su p p ort
D o c u m e n ta tio n  S u p p o r tC larisse  A b r a m id is C a s e  M a n a g e r D O JFritz G e u n s e n Project M a n a g e r D O JJo h n  D u n b a r C o n tra c t R ep resen tative C o n tra c t Su p p o rtV a la rie  Lease Su p p o rt C e n te r  Su p e rv iso r C o n tra c t Su p p ortStephen M .  C r o ll C o rresp o n d en ce  Su p p o rt C o n tra c t Su p p o rt
In d e p e n d e n t T e s t  O b s e r v e r sE u gene G .  H a b e rm a n R o ck et P rop u lsion  L a b U S A FW ilb u r W . W ells R o cket P rop u lsion  L a b U S A FD on E .  K e n n e d y T R W  Ballistic M issile Pro BonoO f f ' .eL ad d ie  E . D u lk a A e ro  ace C o r p Pro 3 o n oM o h a n  A sw an i A e r  pace C o rp Pro B onoM ic h a e l L . M a r x M e ta llu rg ist N T S  3



An O v e rv iewP resid en t R e a g a n , seek in g  to en su re a thorough and u n b iased  investigatio n  o f  the C h a lle n g e r  accid en t, an n o u n ced  the form ation o f the C o m m issio n  on F e b ru a ry  3, 1986. T h e  m a n ­date given by the P re sid e n t, con tain ed in E xecu tive  O r d e r  12546, required C o m m issio n  m em bers to:
(1) R eview  the circum stances surroun ding the accident to establish the probable cause or causes o f  the a ccid en t; and(2) D evelo p  reco m m en d atio n s for corrective or other actio n  based u p on  the C o m m is ­sion’s fin d in gs an d d eterm in atio n s.F o llo w in g their sw earin g in b y  C h a ir m a n  R o g ers on F e b ru a ry  6th , C o m m iss io n  m em bers im m ed iately  b e g an  a series o f h earings d u rin g  w hich N A S A  officials outlined agen cy procedures co verin g the S h u ttle  p ro gram  an d  the status o f  N A S A ’s in v estigatio n  o f  the a ccid en t.Shortly thereafter, on February 10th, D r . A lto n  G .  K e e l, J r . ,  A sso cia te  D ire c to r  o f the O f ­fice of M a n a g e m e n t and B u d g e t, was appointed Execu tive  D ire c to r . D r . K e e l b e g an  gath erin g a staff o f  15 experienced investigators from various governm ent agen cies an d the m ilitary  services, and adm inistrative personnel to support C o m m is ­sion activities.D u rin g  a closed session on F eb ru ary  10, 1986, tr.e C o m m issio n  b e g a n  to learn o f  the troubled history o f  the Solid R o ck e t M o to r  jo in t and seals. M o re o v er, it d iscovered the first in d ication  that the contractor. M o r te n  T h io k o l, in itially  reco m ­m ended agatnst la u n ch  on Ja n u a r v  27, '.986, the r.icnt before the la u n c h  o f  5 1 -L , because ot ccn*
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cerns reg ard in g  low  tem perature effects on the jo in t and seal. T o  investigate this d isturbin g d e v elo p m en t, ad d itio n a l closed sessions were scheduled for F eb ru ary  1J  ch and 14th at K e n ­n edy. T h e  F e b ru a ry  13, 1986, session was an e x ­tensive presentation o f film , video and telem etry data relatin g  to the C h a lle n g e r  a ccid en t. It p ro ­vided the C o m m iss io n  the first evidence that the So lid  R o c k e t M o to r  jo in t and seal m ay h ave m a lfu n ctio n e d , in itia tin g  the accid en t.T h e  session on Feb ru ary 14th inclu d ed N A S A  and contractor participants involved in the discussion on Ja n u a r y  27, 1986, not to lau n ch  5 1 -L . A fte r  testim ony was received, an executive session o f  the C o m m iss io n  was co n ven ed . T h e  follow ing statem ent was subsequently issued b y the C h a ir m a n  on F e b ru a ry  13, 1986, reflecting the co n clu sio n  and view  o f the C o m m iss io n :
“ In recent d a y s , the C o m m issio n  has been in v e stig a tin g  all aspects o f  the decision m a k in g  process lead in g  up to the lau n ch  o f  the C h a lle n g e r  and has found that the p ro c ­ess m ay have been flawed. T h e  President has been so a d v ise d .“ D r , W illia m  G r a h a m , A c tin g  A d m in is ­trator o f  N A S A ,  has been asked not to in ­clu d e on the in ternal in vestigatin g  team s at N A S A ,  persons involved in that process."T h e  C o m m issio n  will, o f course, continue its in v estig a tio n  an d will m ake a full report tc the P resident w ithin 120 d a y s ."

T h e  role o f  rhe C o m m issio n e rs  thus c h a n g e d  from that o f  overseers to that o f a c t i v e  in ­vestigators and analysts o f  data p r e s e n t e d  bv N A S A  and its co n tracto rs.



T h e  C o m m iss io n  its e lf divided into four in ­vestigative panels:1. D ev elo p m en t a n d  P ro d u ctio n , responsi­ble for in v estig a tin g  the acquisition and test and evalu ation  processes for the Sp ace  S h u ttle  elem ents;2. P re -L a u n c h  A c tiv itie s , responsible for assessing the Sh u ttle  system processing, lau n ch  readiness process and pre-launch security;3. M is s io n  P la n n in g  and O p e r a tio n s , responsible for in vestigatin g m ission p la n n in g  arid o p e ra tio n s , schedule pressuKvs and crew  safety areas; and4. A ccid e n t A n a ly s is , charged with a n a ly z­ing the accident data and developing both an a n o m a ly  tree and accident scenarios.By t-'ebruarv Z7ch, the panel organ izatio n  had been finalized a n d , on Feb ru ary 18th, C h a irm a n  R ogers described the Com m ission's new approach before C o n g re s s . W o rk in g  groups were sent to M a rs h a ll, K e n n e d y  and T h io k o l to analyze data relating to the a ccid en t and to redirect efforts. N A S A ’s in vestigatio n  was also reorganized to reflect the structure o f  the C o m m issio n 's panels.A  series o f  p u b lic  h earin gs were planned on February 25th, 26th and 27th to assure an orderly and fair presentation o f  all the facts that the C o m ­m ission had discovered co n cern in g  the launch decision m a k in g  process for flight 5 1 -L . A t  these hearings, additional inform ation about the launch decision was o b ta in ed  from  the testim ony o f T h io k o l, R o ck w e ll an d  N A S A  officia ls. D etails about the history o f  problem s with the then suspect Solid  R o c k e t M o to r  jo in ts and seals also began em erging and served to focus the C o m m is ­sion’s attention on a need to docum ent fully  the extent o f know ledge and awareness ab o u t the problem s w ithin both T h io k o l and N A S A .fo llo w in g  these h earin gs, a substantial portion o f the investigative efforts o f  the C o m m issio n  was conducted by the separate pane.s in parallel with full C o m m iss io n  hearings'.T h e  A ccid e n t A n a ly sis  P a n e l, chaired b y M a ­jo r G e n e ra l D o n a ld  K u iy n a , m ade several trips to both K e n n e d y  an d M a rsh a ll and traveled to T h io k o l facilities in U ta h  to review photographic and telem etric evid en ce  as well as tne results o f (he salvage operation a n a  to oversee tne tests be­ing conducted by N A S A  and T h io k o l engineers.T he A ccid e n t A n a ly sis  Panei follow ed stand­ard investigative p rocedures. A n  extensive effort

was needed to establish the d e sign , m a n u fa c tu r­in g  a n d  p rocessin g baseline co n fig u ra tio n  o f  the S h u ttle  vehicle  for S T S  5 1 -L . A  data base was established for the exam in atio n  and analysis o f  in fo rm a tio n  related to all flig h t elem ents a n d  segm en ts. F ro m  these data and a co m p ila tio n  o f  possible and observed deviations from  the n o rm , scenarios that m ight have led to the accident were develo p ed . T ests and analyses were then p er­form ed to determ in e the specific scenarios m ost likely to h ave  caused loss o f  C h a lle n g e r ..E a rly  in M a r c h , at the request o f  the C h a ir ­m an, this group assembled and directed the C o m ­mission's independent team o f technical observers with cxtc .isive experience in Solid  R o ck et M o to r  tech nology a n d  accident in vestigation  to v a lid a te  and interpret the tests and analvses perform ed on the T h io k o l m otor by N A S A  and T h io k o l,T h e  D ev e lo p m e n t and P ro d u ctio n  P a n e l, ch aired  by Jo s e p h  S u tte r , centered its in v e stig a ­tion ori the p rodu ction  and testing activities o f chvt S h u ttle  elem ent co n tracto rs. S ta rtin g  at j ’ohiv.ion, the panel an d sta ff investigators looked at how these contractors and thetr N A S A  cou nter­parts iiu erac\.T h e y  next traveled to the W a sa tch  p la n t o f T h io k o l in P ro m o n to ry , U ta h . T h io k o l p erso n ­nel briefed  the group on the details o f  the d e sig n , m a n u fa c tu r in g , verificatio n  and certifica tio n  o f  the S o lid  R o c k e t M o to rs . S im ila r  sessions took place in A p ril in D ow ney, C a lifo rn ia , at the head­quarters o f  R o c k e td v n e , I n c . ,  the S h u ttle  m ain  en g in e  co n tracto r; in C a n o g a  P a r k , C a lifo r n ia , at the facilities o f  R ockw ell In te m a tio r  j ,  the O r -  biter co n tracto r; in M ic n o u d , L o u is ia n a , at the plant o f  M a r tin  M a rie tta , the E xtern al T a n k  co n ­tracto r; an d  in  B erea , K e n tu c k y , at the facilities o f  P a rk e r Seal C o m p a n y , the m a n u fa ctu rers  o f  the O - r in g  seals o f  the T h io k o l S o lid  R o c k e t M o to rs .In  a d d itio n , the panel traveled to M a r s h a ll to learn ab ou t M a r s h a ll’s interaction  w ith T h io k o l and to discuss issues that had beerj raised d u r in g  the visits to the contractors’ p lan ts .T h e  P r e -L a u n c h  A ctiv ities  P a n e l, ch aired  by D avid  A ch eson . centered its investigation at K e n ­nedy w here the S h u ttle  elem ents arc assem bled an a all other fin al lau n ch  preparations are c o m ­pleted. T h is  p a n e l, in co n ju n ctio n  w ith the M i s ­sion P la n n in g  an d O p e ra tio n s P a n e l, ch aired  b y  D r . S a lly  R id e , m et w ith its N A S A  co u n terp arts in early M a r c h . T h is  series o f m eetings identified  for the C o m m issio n  the various aspects o f the prc*
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V Ilaunch process that required thorough review , not only for the purpose o f  the C h a lle n g e r  accident investigation  b u t ?Jso  to increase safety m argin s for the futu re .L a te r  in M a r c h  the P re -L a u n c h  P an el again  m et at K e n n e d y  to receive the N A S A  T ea m 's  p relim in ary  reports and j  focus on the spare p a n s  issue an d  S o lid  R o ck et Booster assem bly operations. P an el m em bers also m et with contrac­tor personnel in v o lv e d  in Sh u ttle  processing and K e n n e d y  secu rity  w ork.A fte r  the jo in t m eetin g  at K e n n e d y  with the P re -L a u n c h  A ctiv itie s  P a n e l, the M iss io n  P la n ­n in g  and O p e ra tio n s  P anel traveled to Jo h n s o n  to begin w orking w ith its N A S A  counterpans and to initiate its ow n investigative efforts. A  specific focus o f  its w ork w as the m ission p la n n in g  and crew p reparation fo r S T S  5 1 -L  and details o f N A S A ’s safety, reliab ility  and q u a lity  assurance p ro gram s. L a te r  m eetings at both Jo h n s o n  and M arsh a ll dealt w ith range safety, weather criteria for la u n ch , fligh t d elays and hardw are testing.W h ile  the w ork o f  the in d ivid u al panels and their in vestigative  s tiffs  was o n g o in g , a general investigative sta ff b e g a n  a series o f  in d ivid u al in ­terviews to docum ent fully the factual background o f various areas o f  the C o m m issio n ’s interest, in ­clu d in g  the telecon betw een N A S A  and T h io k o l officials the n igh t before the lau n ch ; the history o f join t design and O -r in g  problem s; N A S A  safe­

ty, reliability and quality  assurance functions; and the assem bly o f  the right So lid  R o c k e t Booster for S T S  5 1 -L . Sub sequ ent investigative efforts by this g ro u p  w ere directed in the area  o f  the effec­tiveness o f  N A S A ’s o rganization al structure, p ar­ticu larly  the S h u ttle  program  structure , and allegatio n s that there had been extern al pressure on N A S A  to lau n ch  on Ja n u a r y  28th.M o r e  than 160 in dividu als w ere interview ed and m ore than 35 form al pane! in vestigative  ses­sions w ere held gen eratin g  alm ost 12,000 pages o f transcript (T ab le  1 and T ab le  2). A lm ost 6,300 d o cu m e n ts , to ta lin g  m ore than 122.000 p ages, and hundreds o f  photographs were exam ined and m ade a part o f the Com m ission 's perm anent data base and archives. T h ese sessions and all the data gathered add ed to the 2,800 pages o f  h earin g transcript generated by the C o m m iss io n  in both closed and open sessions.In add ition  to the w ork o f the C o m m issio n  and the C o m m issio n  staff, N A S A  personnel expended a vast effort in the investigation. M o re  than 1,300 em ployees from  all N A S A  facilities were involved and were su pp orted b y m ore than 1,600 people from  o th er g o vern m en t agencies and o ver 3,100 from  N A S A ’s co n tracto r o rg an izatio n s. P a r ­ticu larly  sign ifican t were the activities o f  the m ilitary , the C o a s t G u a r d  and the N 'T S 3  in the salvage and analysis o f  the Sh u ttle  w reckage.

T a b ic  1
C om m iss io n  In v e s t ig a t iv e  I n te rv iew sIn te rv ie w s  o f  J a n u a r y  2 7 , 1986 T e le c o n fe r e n c e  (8 :1 5  P M  E S T )  P a r tic ip a n ts  Ben Poweri Frank Adam!Larry Wear Jam es Smith Boyd Brinton Robert Schwinghamer William Reinl Wavne Littlei Jo h n  Q  Miller John M c C a r ty

Jo h n  Schell Keith C oatei George Hardy J u d  Lovingood Ja c k  Buchanan Allan M cD on ald  Carver Kennedy Cecil Houiton Lawrence M ullov Stanley Reinartz

William M acbeth Brian Russeil j a c k  Kapp R on Ebeling C alvin  W iggins Larry Saver jo e l  M a w  Kyle Spcas J e r : v  Burn Don Kctner

Je rr y  E. M ason Rober. Lund Josepn Kilmmater Roger Boisjoly Arnold Thompson Je rr y  Peoples Ja m e s  Kingsourv

"l/'O » V/O
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IN THE SENATE BY T H E  RES OURCES COMMITTEE

HO U S E  CS F O R  CS FOR SENATE BILL NO. 277 (Resources)

IN T H E  L E G I S L A T U R E  OF THE STAT E OF A L A S K A  

S I X T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

A  BILL

For an Act entitled: "An Act e s t a b l i s h i n g  a c o m m i s s i o n  to investigate the

Ex x o n  Valde z oil spill d i s a s t e r  and to recommend 

changes n e e d e d  to m i n i m i z e  the p o s s i b i l i t y  and e f ­

fects of similar oil spills; and pr ovi d i n g  for an 

effective date."

BE IT E N A C T E D  BY THE L E G I S L A T U R E  OF THE ST ATE OF ALASKA:

* S e c tion I. A L A S K A  OIL SPILL COMMISSION. (a) There is es tabl i s h e d  in 

the D e p a r t m e n t  of A d m i n i s t r a t i o n  the A l a s k a  Oil Spill C o m m i s s i o n  consisting 

of seven d i s t i n g u i s h e d  m e m be rs a p p o i n t e d  by the governor.

(b) The m e m b e r s  must include

(1 ) five state resid e n t s  w i t h  b r o a d  e x p e r i e n c e  or expertise in 

one or m o r e  of the f o l l o wing areas: p h y s i c a l  or b i o l o g i c a l  science, oil

transpor tation, fisheries, economics, sociology, or law; these m e m b e r s  may

not be federal or state employees or e m p l oyees .of a p o l i tical subdivision
m\ pllZf*- rM  tfa ln ya . iffy' o f' M u  m J  sjpfy

of the state or be^lempToyees-or-independent c o ntr actors of any ̂ corporation 

d i r e c t l y  involved in the Exxon Valde z oil spill d i s a s t e r Jj

(2 ) two p e rso ns who are r e c o g n i z e d  n a t i o n a l l y  for their e x p e r­

tise in science, technology, or m a n a g e m e n t  and are not employees of a 

g o v e r n m e n t a l  entity.

(c) The c o m m i s s i o n  m e mbers shall elect from a m o n g  themselves a chair 

and vice-chair.

(d) The c o m m i s s i o n  m a y  hire staff it consid ers n e c e s s a r y  to perform 

its duties, inclu ding legal counsel.

(e) Memb ers of the com mis s i o n  serve w i t h o u t  compensation, but are

-1- HCS CSSB 277(Res)
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entitled to $3fK) a day w h i l e  on c o m m i s s i o n  b u s iness plus per diem and 

travel expenses a u t h o r i z e d  for boards and c o m m i s s i o n s  under AS 39.20.180.

3 (f) The c o m m i s s i o n  shall meet r e g u l a r l y  to direct its investigation,

4 hold hearings, re v i e w  progress, and draft final recommendat ions.

5 * Sec. 2. DUTIES  OF THE COMMISSION. (a) The c o m m i s s i o n  shall gather

6 i n f o r m a t i o n  r e l a t i n g  to

7 (1) the series of events that allowed the Exxon Valdez oil

® discharge on M a r c h  24, 1989, to occur; and

9 (2 ) the e n s u i n g  e f f o r t s  to c o n t a i n  and clea n up the oil dis-

c h a r g e d -  1S T  .
11 (b) By D e c ember 'HL, 1989, the commi s s i o n  shall subuiit a report' to the

12 g o v ernor and to the l e g i s l a t u r e  c o n t a i n i n g  its findings and recommendations

13 on

14 (1) the c o n t a i n m e n t  a n d  c l e a n u p  a c t i o n s  t h a t  w e r e  t a k e n  or not

15 t a k e n  a f t e r  the d i s c h a r g e ,  t h e  e x t e n t  to w h i c h  c u r r e n t  t e c h n o l o g y  was

16 a v a i l a b l e  a n d  u sed, a n d  w a y s  to i m p r o v e  o i l  s p i l l  r e s p o n s e  t e c h n o l o g y  and

17 procedures;

18 (2) s t e p s  t h a t  s h o u l d  be t a k e n  b y  a l l  l e v e l s  o f  g o v e r n m e n t  and

b y  the oil i n d u s t r y  to e n s u r e  p r o p e r  m a n a g e m e n t ,  h a n d l i n g ,  a n d  t r a n s p o r t a -

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

21 i n d u s t r y  a n d  g o v e r n m e n t a l  a g e n c i e s  to r e s p o n d  to oil d i s c h a r g e s ;

22 (3 ) the e x t e n t  to w h i c h  oil i n d u s t r y  p r a c t i c e s  and governmental

23 p r a c t i c e s  o r  laws s h o u l d  b e  c h a n g e d  to m i n i m i z e  the p o t e n t i a l  for future

24 events similar to the g r o u n d i n g  of the E x x o n  Valdez; and

25 (4) l egis lative p r o p o s a l s  to encourage and fund prevention,

26 r e s p o n s e ,  c l e a n u p ,  a n d  m i t i g a t i o n  of all f u t u r e  d i s c h a r g e s  o f  oil.

27 * Sec. 3. IN VESTIGATIONS; HEARING.S. (a) The c o m m i s s i o n  may issue

28 s u b p o e n a s ,  a d m i n i s t e r  oaths, h o l d  h e a r i n g s ,  and c o n d u c t  i n v e s t i g a t i o n s

29 r e l a t e d  to its duties.

HCS CSSB 2 7 7 (Res) -2-
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(b) The commis s i o n  may compel the attendance of w i t n e s s e s  and p r o d u c­

tion of papers, books, records, accounts, documents, and testimony, and may 

have the depo s i t i o n  of witnesses taken in a m anner p r e s c r i b e d  by court rule 

or law for the taking of depositions in civil actions w h e n  consistent  w i t h  

the duties assign ed to the commission.

(c) On a m a j o r i t y  vote of the commission, subpoenas and subpoenas 

duces tecum m a y  be issued and served in the m a n n e r  p r e s c r i b e d  by AS 44.62.- 

430(b) and (c) and court rule. The failure, refusal, or n e g l e c t  to obey a 

subpoena is p u n i s h a b l e  as contempt in the m a n n e r  p r e s c r i b e d  by law or court 

rule. The superior court may compel obed ience to the c o m m i s s i o n ' s  subpoena 

in the same m a n n e r  as prescribed for o b e d ience to a subpoena issued b y  the 

c o u r t .

(d) State agencies shall, to the extent p e r m itted by law, cooperate 

w i t h  the c o m m i s s i o n  and provide it w i t h  informati on it requests for c a r r y­

ing out its duties.

(e) The c o m m i s s i o n  is subject to AS 44.62.

* Sec. 4. This Act is repealed Janua ry 30, 1990.

* Sec. 5. This Act takes effect immedi a t e l y  under AS 01.10.070(c),

- 3 - HCS C SSB 2 7 7 ( R e s )





HOUSE COMMITTEE REPORT
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Da t e  R e f e r r e d :  M a y  1 ; 1989 F U R T H E R  R E F E R R A L S :  F I N A N C E

Da t e  o f  C o m m i t t e e  A c t i o n :  cfT "  3  ~

T h e R E S O U R C E S C o m m i t t e e  c o n s i d e r e d : C S S B  2 9 9 I F i m a m

CS F O R  S E N A T E  B I L L  NO. 299 (Finance) am
[OIL & G A S  P R O P E R T I E S  P R O D U C T I O N  TAX]

"An A c t  o m i t t i n g  f r o m  t h e  c a l c u l a t i o n  o f  t h e  g r o s s  v a l u e  of  oil, for 
p u r p o s e s  o f  a d m i n i s t r a t i o n  of t h e  oil a n d  g a s  p r o p e r t i e s  p r o d u c t i o n  tax, 
c e r t a i n  costs, losses, d a m a g e s ,  a n d  e x p e n s e s  r e l a t i n g  t o  c a t a s t r o p h i c  oil
d i s c h a r g e s  f r o m  v e s s e l s ;  a n d  p r o v i d i n g  f o r  an  e f f e c t i v e  d a t e . "

R E C O M M E N D A T I O N S :  . / f t  "N [ X o  t h e  s a m e  t i t l e
[ X l  b e  r e p l a c e d  w i t h  H CS d S  S B  < 3 ^ * 7  r f e s j  [ ] a n e w  t i t l e

h a v e  a t t a c h e d  a m e n d m e n t ( s )

do  p a s s  

d o  n o t  p a s s  

n o  r e c o m m e n d a t i o n  

i n d i v i d u a l  r e c o m m e n d a t i o n s  

a d d i t i o n a l  r e f e r r a l  t o  t h e C o m m i t t e e

A D O P T S :

A T T A C H E S  N E W  F I S C A L  N O T E ( s ) :
(Dept)

[ ] f i s c a l  i m p a c t ________________

[ ] z e r o  f i s c a l  n o t e ____________

[ ] z e r o  w i t h  a n a l y s i s _________

l e t t e r  o f  i n t e n t

A P P R O V E S  P R E V I O U S :

[ ] f i s c a l  n o t e ( s )

(Date/Dept)

[ ] z e r o  f i s c a l  n o t e ( s ) __________________

[ X ]  z e r o  f n / a n a l y s i s  , 4jaSJ £9

S I G N I N G  DO PASS: S I GNING:
(Check a o n r o p .  c o l u m n )

C h a i r m a n ' s  S i g n a t u r e
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T h e  A l a s k a  S t a t e  L e g i s l a t u r e  b e l i e v e s  t h e  e x p e n s e s  a n d  c o s t s  
r e f e r r e d  t o  in S B  2.99 a r e  n o t  p r e s e n t l y  a l l o w a b l e  a s  r e a s o n a b l e  
c o s t s  o f  t r a n s p o r t a t i o n  f o r  d e t e r m i n a t i o n  o f  t h e  g r o s s  v a l u e  of 
o i l  o r  g a s  u n d e r  AS 4 3 . 5 5 . 1 5 0 ( a ) .  T h e  p u r p o s e  of  p a s s i n g  S B  299 
is to  a v o i d  l e n g t h y  a n d  c o s t l y  l i t i g a t i o n  b y  c l a r i f i c a t i o n  of 
t h i s  p o i n t .



STATE OF ALASKA
1989 LEGISLATIVE SESSION

Bill Version: 299 ^
Publish Date:

FISCAL NOTERrqiirsT:
Revision Oate:_
Title: An Act Amending the Manner of 
Calculating Gross Value of 011 & Gas
Production_____________________________
Sponsor: Sturgulewsklt Kerttula 

Requestor:_

\gency Affected: Department of Revenue 
BRU: 011 and Gas Audit Division________

Components:

EXPENDITURES/REVENUES: (Thousands of Dollars)

1
1 OPERATING

1 FY 89 1 FY 90 1 FY 91 I FY 92 1 FY 93 1 FY 94

1 1 1 1 1 1
| PERSONAL SERVICES 1 0 1 0 i 0 I 0 1 0 1 0
| TRAVEL 1 0 I 0 i 0 1 0 1 0 1 0
| CONTRACTUAL 1 0 1 0 1 0 1 0 I 0 1 0
| SUPPLIES 1 0 1 0 1 0 I 0 1 0 1 0
| EQUIPMENT I 0 1 0 1 0 1 0 1 0 1 0
| LANDS & STRUCTURES 1 0 1 0 ; 0 1 0 I 0 1 0
| GRANTS, CLAIMS 1 0 1 0 1 0 I 0 I 0 1 0
1 MISCELLANEOUS I 0 l 0 1 0 1 0 i 0 1 0
1 TOTAL OPERATING I 0 1 0 1 0 1 0 I 0 1 0

1 CAPITAL I 0 1 0 1 0 1 0 1 0 1 0

1 REVENUE I 0 1 5 ,000 1 0 1 0 I 0 1 0

FUNOING: (Thousands of Dollars)
| GENERAL FUND 1 0 1 0 1 "  ' cr 1 u 1 u 1 '0 ■

| FEDERAL FUNDS 1 0 1 0 | 0 1 0 I 0 1 0
| OTHER I 0 1 0 ! 0 1 0 1 0 1 0
1 TOTAL 1 0 1 0 | 0 1 0 1 0 ! 0
POSITIONS:
1 FULL-TIME 1 0 1 0 | 0 I 0 I 0 1 0
| PART-TIME 1 0 0 | 0 1 0 1 0 1 0
1 TEMPORARY 1 0 0 | 0 J 0 1 0 1 0
ANALYSIS: Attach a separate page for analysis.
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ANALYSIS:

This bill would disallow, 1n the calculation of gross value at the point of production, any 
Increase 1n transportation cost associated with a catastrophic oil discharge. At this time, 
It 1s unclear what Impact the Valdez spill will have on these costs (vessel repair or 
Incremented chartering costs). If these costs amount to $50 million and are Included In the 
calculation of reasonable transportation costs, the severance tax would be reduced by $5.5 

million.



A m e n d m e n t  t o  Senate; B i l l  299

B y  D a v i d s o n  

P a g e  2. L i n e  6
D e l e t e  " t h e  f i r s t  d a y  o f  t h e  m o n t h  in w h i c h  it t a k e s  e f f e c t "  
a n d  i n s e r t  " M a r c h  1,. 1989"

P a g e  2, L i n e  7

D e l e t e  "on o r  a f t e r  t h a t  date", a n d  i n s e r t  " a f t e r  F e b r u a r y  28, 
1 9 89"
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Senate

M E M O R A N D U M May 2, 1989

TO: Rep. C l iff D a vidson 
Rep. Curt M e n a r d
Co-Chairs, H ouse R e s o u r c e s  C o m m ittee

FROM Arl i s s  Sturgulewski 
Se n a t e  Rules C h air

RE CS SB 299 (Fin)am
"An A c t  omi t t i n g  from the c a l c u l a t i o n  of the gross 
v a lue of oil, for p u r p o s e s  of a d m i n i s t r a t i o n  of the oil 
a nd gas p r o p e r t i e s  p r o d u c t i o n  tax, certain costs, 
losses, damages, and e x penses r elating to cata s t r o p h i c  
oil dis c h a r g e s  from vessels; and p r o v i d i n g  for an 
e f f e c t i v e  date."

SB 299 is a si m p l e  bill w i t h  a long title. A t  a m i n i m u m  it will 
save t h e  state from a l e n gthy and co s t l y  legal d i s pute and it m a y  
save t h e  state a p p r o x i m a t e l y  five and a ha l f  m i l l i o n  dollars.

T he s t a t e ' s  s e v e r a n c e  tax on oil is b ased ori the w e l l h e a d  value 
of oil. The w e l l h e a d  v a l u e  is e s t a b l i s h e d  by  s u b t r a c t i n g  
t r a n s p o r t a t i o n  costs from the p rice of oil. T h ere is a 
p o s s i b i l i t y  th a t  companies m a y  a t t e m p t  to c l a i m  the c o sts of 
t a n k e r  repair, incremental ta n k e r  c h a r t e r  costs to replace the 
d a m a g e d  tanker, and s e l e c t e d  c l e a n u p  costs as t r a n s p o r t a t i o n  
c o sts t o  be d e d u c t e d  w h e n  e s t a b l i s h i n g  w e l l h e a d  value.

SB 299 p r e v e n t s  any of t h e s e  c o sts incurred in c o n n e c t i o n  with a 
c a t a s t r o p h i c  oil disch a r g e  into the m a r i n e  or inland wa t e r s  of 
the s t a t e  from b e i n g  a l l o w e d  by the Dep a r t m e n t  of R e v e n u e  as 
r e a s o n a b l e  costs of transportation. The Dep a r t m e n t  of R e v e n u e  
was c o n c e r n e d  a bout this p o t e n t i a l  loss of s e v e r a n c e  tax.



It was also worried, however, that the e x i s t e n c e  of this bill, if 
it did not pass this session, w o u l d  be used as e v i d e n c e  in a 
legal d i s p u t e  that t h ere is a p r e s u m p t i o n  these c osts are 
deductible. We have a t tached a letter of intent w h i c h  a d d r e s s e s  
R e v e n u e ' s  co n c e r n s  to the d e p a r t m e n t ' s  s a t i s f a c t i o n  on this 
issue. It is important that this letter of intent con t i n u e  with 
this bill.

I urge yo u r  swift action on this legislation. T h a n k  you.

s t m m
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0
0

POSITIONS:

0
0
0

I FULL-TIME 
| PWT-TIME 
I 'I HORARY

0
0
0

ANALYSIS: Attach a s>?parate page for analysis.
SEE ATTACHED 

Prepared By: Chuck Logsdon

o r  o
0 | 0
0 I 0

Phone: 277-5627
Division: 011 and Gas Audit Division

Approved by Commissioner: Hugh Main 
Agency: Department of Revenue______

Distribution (by preparer): 
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(les)

7

Date: April 21. 1989 

Date:

0
0
0

C h a n c e s  i n  C S S B  299 (Fin) h a v e  n o  
f i s c a l  i m p a c t .  T h i s  f i s c a l  n o t e  
i s  a p p r o p r i a t e .  4 / 2 8 / 8 9

page 1__ of 2_



ANALYSIS:

This bill would disallow, 1n the calculation of gross value at the point of production, any 
Increase In transportation cost associated with a catastrophic oil discharge. At thls’tlme, 
It Is unclear what Impact the Valdez spill will have on these costs (vessel repair or 
Incremented chartering costs). If these costs amount to 150 million and are Included In the 
calculation of reasonable transpf'-tatlon costs, the severance tax would be reduced by 15 5 
million.
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0
0
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0
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0
0
0
0
0
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0
0
0
0
0
0
0
0
0

0
0
0
0
0
0
0
0
0
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0
0
0
0
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0

0
0
0
0
0
0
0
0
0
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SB 299 
ANALYSIS

This bill would disallow, 1n the calculation of gross value at the point of 
production, any Increase 1n transportation cost associated with a catastrophic oil 
discharge. At this time, 1t 1s unclear what Impact the Valdez spill will have on 

^ e< r n ° ° n M (VeSS! r epa 1 r or Incremented chartering costs). If these costs amount 
to $ j 0  million and are Included 1n the calculation of reasonable transportation 
costs, the severance tax would be reduced by $5.5 million. This analysis assumes 
that under current Interpretation costs Incurred 1n clearnlng up a catastroplc oil 
discharge are clearly not associated with the reasonable costs of transportation.



By the S e n a t e  F i n a n c e  C o m m i t t e e

LETTER O F  INTENT - SB 299

The A l a s k a  State Legislature b e l i e v e s  the expenses and costs 
referred to in SB 299 are n o t  p r e s e n t l y  allowable as r e a s o n a b l e  
c osts of t r a n s p o r t a t i o n  for d e t e r m i n a t i o n  of the g ross value o f  
oil or gas u n der AS 43.55.150(a). T h e  purpose of p a s s i n g  SB 299 
is to avoid l e n gthy and co s t l y  lit i g a t i o n  by c l a r i f i c a t i o n  of 
this point.



MEMORANDUM State of Alaska
Department of Revenue

t o : / H ugh M alone, Com m issioner
t h r u : B ill Floerchingcr, D irector
f r o m : C h u ck  Logsdon,Petroleum Econom ist R e n  Bitzer,Senior Appeals O fficer

d a t e : A pril 14, 1989
p il e  n o :

t e l e p h o n e  n o : 277-5627

s u b je c t : E xxon V aldez Revenue Impact
* f g e e .

The drama o f  the oil spill at V a ld e z  continues to unfold with E xxon currently m aking emergency repairs in A laskan waters to the disabled tanker prior to m oving it to dry dock.O w ing to the restrictions in place on tanker movement into and out o f  V ald ez, T A P S  throughput was reduced significantly over the last tw o weeks. T his memo attempts to estimate the revenue impact o f the spill.
The primary im pact o f the spill on State revenue is the production slowdown it caused. Both royalty and severance income is determined by how many barrels are produced. A lthough the oil will eventually be produced at a later date the inability o f  the producers to "bank" excess production to cover unexpected shortfalls means we may not see those barrels until the end o f  the field life . The conser jence is reduced cash flow  to the State and the producers.
The throughput in the pipeline w as back up to 2.0 m illion bbl/day by April 5. This results in an estimated production disruption since M arch 24, 1989 o f  roughly 12 m illion barrels. T h e  cost o f  this low er p rodu ction  in term s o f reduced severance tax  and royalties is a p ­p ro xim ately  $30 m illio n  assum in g oil prices o f $12.00/bbl a t the N o rth  Slo p e w ellhead ($17.50/bbl U .S . G u lf) .
The effect o f  the spill on F Y  1989 estimates o f  general fund unrestricted revenues w ill obviously depend on the oil price used by the producers to calculate their severance tax and royalty payments in M arch and April. O n  the non-oil side, fears o f contaminated fish have already led to falling prices and reduced tax collections, while the impacts on the upcoming tourist season are even more problematical. W e are preparing an estimate o f F Y  1989 revenues based on as m uch actual data as can be obtained, and plan on releasing this estimate M ay 1,1989.



1. Exxon may argue that no severance taxes or royalties are du- for the oil spilled since that oil was never carried to market. Although the State would argue that severances taxes are payable on barrels produced not barrels sold, the taxes at stake amount to approximately $325,000. The in-value royalty at stake would be approximately $185,000. (The potential royalty impact would exclude the roughly o n e-h alf o f  our royalties taken as in-kind barrels and already sold by the State at Pum p Station #1.)
2. The loss o f  the oil and the cost o f the spill to Exxon might be a deduction for State incom e tax purposes. Sin ce the State income tax is based on apportioned income and E xxon 's apportionment factor is very low , this revenue impact should be quite sm all.
3. The low er production this year as a result o f the spill will reduce T A P S  throughput. Because o f  the ratebase form ula used to caluculate the tariff, this w ill tend to raise the T A P S  tariff assu .ning that pipeline costs stay about the sam e. In fact pipeline costs may be higher should new regulations require Alyeska to increase their spill response capabilities. The net result is that the T A P S  tariff m ay increase sligh tly  as a result o f  the spill. T his will tend to reduce the w ellhead value o f  production w hich is the basis for royalty and severance tax co llec­tions. A t  this time it is not possible to estimate what this cost w ill be.
4 . The cost o f  the repairs to the Exxon V a ld e z  will affect the netback cost in the future. These repairs are estimated in excess o f $20 m illion  and could take the vessel out o f service for a period in excess o f  one year. These costs w ould generally be accumulated until the repairs are completed. A t the time that these repairs are com pleted, they would then be expensed over the year in w hich the repairs were completed w hich would result in reduced production taxes. D u e to the extensive nature o f  the repairs, it could be argued that these repairs should be capitalized and then deducted over the rem aining life o f the vessel. In either case the production tax w ould be affected depending upon w hich method w as used.
5. A s  a result o f  the dam age to Exxon V a ld e z , Exxon w ill have to charter additional vessels to make up for the lost capacity while the vessel is being repaired. It is estimated at the present time that these repairs could take up to one year to com plete. The actual additional cost w ill vary depending upon the availability o f additional vessels. I f  E xxon is able to time charter vessels for the entire period the cost will be less than i f  E xxo n  uses spot charters. It is not know n at this time i f  E xxo n  has additional capacity available to it which it is not using at the present time.

Other possib le revenue effects o f  the o i l sp ill arc as fo llow s :
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M E M O R A N D U M A p r i l  2 1 ,  1989
S U B J E C T :

TO:

F R O M :

Re t rospective a p p l i c a t i o n  of Senate 
•Bil-l-g -28 6’-and 299

Senator Arliss Sturgulewski

J a c k  Chenoweth 
L egislative Coun

Each of the two a b o v e - c a p t i o n e d  bills has a r e t r o a c t i v i t y  
feature. Th o Gtatre's lTSf  iLLCOme tax xs' COriipdte'd and pat tf orr 
an— annu a l  baoi-3 . S ertarte Bill -280 , amending Llie neL" in com e  
ta«T— ap p l i o o  the ctranges made i n ~ T h a t ~ bl~l"l~ bdck to income- 
ear n a d o i n e c -the cta-r-t of this-c a l en ^ a-r - yca-r-: The oil and
gas properties p r o d u c t i o n  (i.e. "severmere") tax is due and 
payable monthly. _]_/ Senate Bill 299, amending the chapter 
that imposes the severance tax, applies the changes made in 
that bill b a c k  to production fr o m  the first day of the m o n t h  
in w h i c h  the Act takes effect.

Since r e t r o a c t i v i t y  is common to both, let me discuss the 
common concapt in the mat e r i a l  that follows.

V  U n d e r  AS 4 3 . 5 5 . 0 2 0 ( a ) :

The gross pro d u c t i o n  tax on oil or gas shall be 
paid monthly. The tax is due on the 20th day of
each calendar m o n t h  on oil or gas p r o d u c e d  from
each lease or pro p e r t y  during the prece d i n g  month.
If the tax is not p a i d  b e f o r e  the end of the m o n t h
in w h i c h  it becomes due, the tax becomes 
d e l i n q u e n t .

T h u s , tax liability is inc u r r e d  a n d  r emitted on a 
monthly, not an annual basis. For oil production 
during December, 1988, the tax became due and payable 
J a n uary 20, 1989, and tax l i a b i l i t y  for oil p r o duction 
during January, 1989, b e c omes due and p a y able F ebruary 
20, 1989.



S e n a t o r  A r l i s s  S t u r g u l e w s k iPage 2A p r i l  21, 1989
A  retroa c t i v e  tax adjustment wi l l  a p ply if there is a v a l i d  
public p u r pose served by giving r e t r o s p e c t i v e  effect to that 
adjustment. Here, the c o mmittee's d e l iberations may be 
critical. As the bills are considered, it would, in my 
judgment, be important to develop a r e c o r d  on w h i c h  a court, 
if ca l l e d  u p o n  to consider an argument, w o u l d  conclude that 
there was a public purpose served b y  g i v i n g  the amendments a 
r e t r o s p e c t i v e  effect.

A  r e a s o n a b l e  r e t r o s p e c t i v e  a p p l i c a t i o n  will be sustained.
The f a r ther b a c k  the retro a c t i v e  p r o v i s i o n  is g i ven effect, 
the less likely a court w o u l d  be to s u s tain the p r o v i s i o n  
w i t h o u t  a clear showing of public purpose. (To foreclose a 
c l a i m  altogether, in other l e g i s l a t i o n  I have d i s c o u r a g e d  
re t r o s p e c t i v e  a p p l i c a t i o n  of severance tax adjustments, for 
example, b e y o n d  the n a r r o w  p e r i o d  r e c o g n i z e d  u n der AS 43.55.- 
0 2 0 (a), that is, a change ame n d i n g  the economic limit factor 
to be m a d e  retroa c t i v e  only to the b e g i n n i n g  of the m o n t h  in 
w h i c h  the bill is to take effect. That a p p r o a c h  should not 
create any problems of r e t r o s p e c t i v e  a p p l i cations since the 
tax liability w o u l d  not have be c o m e  due on that date.)

R E T R O S P E C T I V E  A P P L I C A T I O N  OF THE BILLS:

T a x  statutes m a y  be  m a d e  retroactive. 2/ The threshold

2/ This office has also r e c e n t l y  considered 
p r o p o s e d  r e t r o s p e c t i v e  a p p l i c a t i o n  of severance tax 
adjustments, spec i f i c a l l y  r e l y i n g  on the federal and 
state constitu t i o n a l  p r o h i b i t i o n s  against passage of ex 
post facto laws. T h e r e  are two ex post facto law 
proh i b i t i o n s  of the federal constitution. Article I, 
section 9, clause 3 is a l i m i t a t i o n  on the federal 
government, w h i l e  article I, s e c t i o n  1 0 , clause 1 
imposes a similar lim i t a t i o n  on the states. Alaska's 
c o n s t i t u t i o n  also contains a lim i t a t i o n  in section 15 
of article I.

Our previous con c l u s i o n  that federal and state 
c o n s t i t u t i o n a l  p r o h ibitions a g a i n s t  enactment of ex 
post facto laws w o u l d  support a challenge to the 
amendm e n t ' s  r e t r o s p e c t i v e  a p p l i c a t i o n  was surely in 
error. F e d e r a l  court decisions ha v e  limited the 
a p p l i c a t i o n  of the limitations to criminal or penal
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consideration is that the r e t r o s p e c t i v e  a p plication of the 
m e a s u r e  must not impair an o b l i g a t i o n  of contract.
The impairment of contract c o n s i d e r a t i o n  appears to be 
inapplicable in this instance. R e t r o s p e c t i v e  a p p l i c a t i o n  of 
a n e w l y - e n a c t e d  statute may, in some instances, impair 
o bligations of contract, in v i o l a t i o n  of article I, section 
10 of the United States C o n s t i t u t i o n  and article I, section 
15 of the State Constitution. However, the A l a s k a  Supreme 
Court appears to have cut off an impairment of contract 
argument applicable to r e t r o s p e c t i v e  a p p l i c a t i o n  of a tax 
amendment in A t l antic Richf i e l d  Co. v. State, 705 P . 2d 418 
(Alaska, 1985T"! To the argument that the oil and gas 
corporate income tax then in litigation impaired the 
o b l i g a t i o n  of the state's u n d e r l y i n g  lease contracts, the 
court concluded that "[the] a r gument [was] w i t h o u t  merit":

. . . No lease p r o v i s i o n  has b e e n  impaired. In 
entering into the leases the state could not, and did 
not, contract away its power as a sovereign to tax 
income earned in the state. M e r r i o n  v. Jicarilla 
A p a c h e  Tribe, 455 U.S. 130, 102 S.Ct. 894, 71 L . E d . 2 d
1 )  (1 982) disposes of this issue:

C o ntractual arrangements r e m a i n  subject to 
subsequent legislation by the p r e s iding sovereign. 
Even w h e r e  the contract at issue requires payment 
of a roya l t y  for a license or franchise issued by 
the government entity, the government's power to 
tax remains unless it "has be e n  specifically 
surrendered in terms w h i c h  adm:' . of no other 
r easonable i n t e rpretation." St. Louis v.
U n i t e d  R. Co., 210 U.S. 266. 280, 28 S.Ct. 630.
634, 52 L.Ed. 1054 (1908).

455 U.S. at 148, 102 S.Ct. at 907, 71 L . E d . 2d at 36 
(citations omitted); see also E x x o n  v. Eagerton, 462

statutes, concluding that r e t r o s p e c t i v e  tax l e gislation is 
not p r o h i b i t e d  by the ex post facto clause. Personal 
Finance Co. v. U n i t e d  States, 8 6 F. Supp. 779 ( D . D e l .,
1949). See I6A  Am. J u r . 2d secs. 636, 677. Decisions in 
other state courts have similarly concluded. Parlato v. 
M c C a r t h y , 69 A . 2d 648 (Ct., 1949), W a l k e r  v. Commonwealth, 
130 S.W.2d 27 ( K y . , 1939). Thu A l a s k a  Supreme Court has not 
e x t e n d e d  a p plication of the state c o n s t i t u t i o n a l  ex post 
facto prohib i t i o n  beyond p e n a l  or c r iminal matters. Danks 
v. State, 619 P . 2d 720 (Alaska, 1980); C r e e k p a u m  v. State, 
753 P . 2d 1139 (Alaska, 1988).
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U.S. at 187-94, 103 S.Ct. at 2304 - 2307, 76 L . E d . 2d at 
508-12.

705 P . 2d 418, at 438.

*

If l e g i s l a t i o n  acts retrospectively, the nature and duration 
of its r e t r o s p e c t i v e  a p p l i c a t i o n  should be reasonable. The 
arguments favoring a reasonable r e t r o s p e c t i v e  operation 
arise out of the equal pro t e c t i o n  and due process clauses of 
the state and federal constitutions.

Federal equal pro t e c t i o n  considerations:

State l egislation r e t r o a c t i v e l y  imposing a tax is not 
n e c e s s a r i l y  and certainly i n v a l i d  under the equal pro t e c t i o n  
clause of the F o u r t e e n t h  A m e n d m e n t  to the federal 
constitution. The inquiry to be ma d e  is one of w h e ther the 
r e t r o a c t i v i t y  impairs substantial, vested rights, and is 
r e a s o n a b l e  in the circumstances. As to r e t r o a c t i v e l y  
imposed n e w  taxes, the courts h a v e  be e n  reluctant to find a 
v i o l a t i o n  b e c ause of the i m p airment of a v e s t e d  right. Welch 
v. Henry, 305 U.S. 134, 83 L.Ed. 87, 59 S.Ct. 121 (1938), 
r e h e a r i n g  denied 305 U.S. 675, 83 L.Ed. 437, 59 S.Ct. 250 
(1938). 5/ Several state courts have agreed. See Garrett

_3/ In W e l c h , the U n i t e d  States Supreme Court 
c o n c l u d e d  that a W i s c o n s i n  state statute, enacted in 
1935 and operating r e t r o s p e c t i v e l y  to tax corporate 
dividends earned in 1933 which, w h e n  received, were 
ded u c t i b l e  from gross income, did not violate the eaual 
p r o t e c t i o n  clause. The tax rates a p p lied to the 
dividends differed from the rates a p p licable to other 
types of taxable income. As to the retros p e c t i v e  
ap p l i c a t i o n  of the n e w  tax to dividends that were, wh e n  
earned, exempt f _ o m  tax, the court n o t e d  that:

The equal p r o t e c t i o n  clause does not preclude the 
legislature fr o m  c h a n g i n g  its m i n d  in ma k i n g  an 
otherwise permissible choice of subjects of 
taxation. The very fact that the dividends were 
r e l i e v e d  of tax [in 1933], w h e n  the need was less, 
is basis for the legis l a t i v e  ju d g m e n t  that they 
should bear some of the a d ded b u r d e n  w h e n  the need 
is greater.
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Freight Lines v. State Tax Commission, 135 P . 2d 523, at 526, 
527 (Utah, 1943); Colonial Pi p e l i n e  Co. v. C o m m o nwealth. 145 
S.E.2d 227 (Va., 1965), reFT den. ( 1966), a p p . d i s m i s s e d ,
384 U.S. 268, 16 L . E d . 2d 523, 8 6  S.Ct. 1476 (1966). 4/

Numerous retro a c t i v e  revis i o n s  of the federal and 
W i s c o n s i n  revenue laws . . . have imposed taxes on 
subjects p r e viously u n t a x e d  and shifted the burden 
of o l d  taxes by changes in rates, exemptions, and 
deductions. It has n e v e r  be e n  thought that such 
changes involve a denial of equal pro t e c t i o n  if 
the n e w  taxes c ould have been i n cluded in the 
earlier act w h e n  adopted. If some r e troactive 
a l t eration in the scheme of a tax act is 
permissible, as is conceded, it seems p l ain that 
validity, so far as equal p r o t e c t i o n  is concerned, 
must be determined, as in the case of any other 
tax, by asce r t a i n i n g  w h e t h e r  the thing taxed falls 
w i t h i n  a distinct class w h i c h  m a y  r a t i o n a l l y  be 
t r e ated differently from o t her classes. If such 
changes are f o r b i d d e n  in the name of equal 
protection, legislatures in laying n e w  taxes w o u l d  
be left powerless to r e c t i f y  to any extent a 
p revious dis t r i b u t i o n  of tax b u r d e n s  w h i c h  
e x p erience had shown to be inequitable, even 
though constitutional.

83 L.Ed. 87, at 92.

4/ Iii Garrett Freight Lines v. State Tax 
Commission, 135 P.2d 523 (Utah, 1943), the Utah Supreme 
Court, called upon to determine whether an excise tax 
levied on the use of diesel motor fuel that was used 
prior to the date the legislative act became law, found 
no equal protection violation:

It is w e l l  settled that a tax does not n e c e s s a r i l y  
v i o l a t e  the F e d eral C o n s t i t u t i o n  m e r e l y  b e c a u s e  it 
contains retroa c t i v e  features. M i l l i k e n  v. U n i t e d  
States, 283 U.S. 15, 21, 51 S.Ct. 324, 75 L.Ed. 809 
[(U.S., 1931)]; Bil l i n g s  v. U n i t e d  States, 232 
U.S. 261, 34 S.Ct. 4217 58 L.Ed. 596 [ ( U . S . ,
1914)]; W e lch v. Henry, 305 U.S. 134, 59 S.Ct.
121, 125, 83 L.Ed. 87 [ ( U . S . , 1938)] . . . .

N e i t h e r  th e F e d e r a l  C o n s t i t u t i o n  n o r  th e  U tah
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Federal due process considerations:

R e t r o a c t i v e  imposition of a tax is not n e cessarily a 
v iola t i o n  of the due process clause of the Fourteenth 
Am e n d m e n t  to the federal constitution. The leading case is 
W e l c h , cited earlier, in w h i c h  the Un i t e d  States Supreme 
Court determined:

The o b j e c t i o n  chiefly u r g e d  to the taxing statute is 
that it is a denial of due process of law because in 
1935 it i m p osed a tax on income received in 1933. But 
a tax is not necessarily unco n s t i t u t i o n a l  because 
retroactive. Milliken v. United States, 283 U.S. 15, 
21, 75 L.Ed. 8(T5~J 8T4~| 51 S.Ct. 3 2 A [(1931) ], and cases 
cited. T a x a t i o n  is n e i t h e r  a penalty imposed on the 
taxpayer nor a liability w h ich he assumes by  contract. 
It is but a w a y  of app o r t i o n i n g  the cost of government 
a m o n g  those w h o  in some m e a s u r e  are pri v i l e g e d  to enjoy 
its benefits and must bear its burdens. Since no 
c i t i z e n  enjoys immunity from that burden, its 
r etro a c t i v e  imposition does not n e c e s s a r i l y  infringe 
due process, and to challenge the present tax it is not 
e n o u g h  to point out that the taxable event, the receipt 
of income, antedated the statute.

83 L.Ed. 87, at 93. But the asser t i o n  that due process is
not v i o l a t e d  is not absolute and, the court has said that

In each case it is n e c e s s a r y  to consider the nature of
the tax and the circumstances in w h i c h  it is laid
b e f o r e  it can be said that its r e troactive application 
is so h a rsh a n d  oppressive as to transgress the 
c o n s t i t u t i o n a l  limitation.

Id.

Similarly, in G a r rett Freight L i n e s , earlier cited, the Utah 
Supreme Court determined that the due process clause is not

C o n s t i t u t i o n  has any provision in terms prohi b i t i n g  
r e t r o a c t i v e  legislation -- excep t i n g  that w h i c h  forbids the 
e nact m e n t  of ex post facto laws. [Citations omitted.] That 
clause relates to criminal and penal matter;: and does not 
affect l e gislation such as the statute here involved.
Calder v. Bull, 3 Dali. 386, 390, 1 L.Ed. 648, 1 Kent 
Com m e n t a r i e s  409; 3 Story on C o n s t i t u t i o n  212; 18 C.J.S. 
C o n s t i t u t i o n a l  Law, sec. 435, p. 8 8 6 .



S e n a t o r  A r l i s s  S t u r g u l e w s k iPage 7A p r i l  21,  1989
a limitation on the state's a b i lity to r e t r o s p e c t i v e l y  
i mpose a tax:

A l t h o u g h  basing its case up o n  the due process clause, 
ap p e l l a n t  does not show w h e r e i n  the tax constitutes any 
a r b i t r a r y  and oppressive disc r i m i n a t i o n  except to 
a ssert that a tax based u p o n  a transaction c onsummated 
prior to passage of the act amounts to a taking of 
p r o p e r t y  w i t hout due process. It has m a n y  times been 
q u e s t i o n e d  w h e t h e r  the due process clause constitutes 
any limitation up o n  the taxing power. In this 
c o n n e c t i o n  we quote from Mr. Justice Sut h e r l a n d  of the 
U n i t e d  States Supreme Court in an o p i nion u p h o l d i n g  the 
v a l i d i t y  of a statute of the State of W a s h i n g t o n  
levying a tax u p o n  the sale of oleomargarine:

Except in rare and special instances, the due 
process of law clause c o n t ained in the Fifth 
Amend m e n t  is not a limitation up o n  the taxing 
p o w e r  confe r r e d  upon Congress by the Constitution. 
*  *  * A n d  no reason exists for applying a 
different rule against a state in the case of the 
F o u r t e e n t h  Amendment. * * * Th a t  clause is 
ap p licable to a taxing statute such as the one 
here as s a i l e d  only if the act be so a r b i trary as 
to compel the conclusion that it does not involve 
an exertion of the taxing power, but constitutes, 
in substance and effect, the direct exertion of a 
different and forbidden power, as, for example, 
the con f i s c a t i o n  of property. * * * Collateral 
p u rposes or motives of a Legisl a t u r e  in levying a 
tax of a ki n d  w i t h i n  the reach of its lawful 
powers are matters b e y o n d  the scope of judicial 
inquiry. * * * Nor m a y  a tax w i t h i n  the lawful 
power of a state be j u d i c i a l l y  stricken down under 
the due process clause simply because its 
e n forcement m a y  or w i l l  result in r e s t r i c t i n g  or 
e v e n  d e s troying p a r ticular occupa t i o n s  or 
businesses, * * * unless, indeed, as already 
indicated, its n e c e s s a r y  inte r p r e t a t i o n  and effect 
be such as p l a i n l y  to d e monstrate that the form of 
t a xation was adopted as a mere disguise, under 
w h i c h  there was exercised, in reality, another and 
different p o w e r  denied by the Federal Con s t i t u t i o n  
to the state.

A. M a g n a n o  Co. v. Hamilton, 292 U.S. 40, 54 S.Ct. 599. 
601, 78 L.Ed. 1109.----------
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Garrett Freight Lines, 135 P . 2d 523, at 527.

Courts have, however, considered r e t rospective tax 
legislation u n c o n s t i t u t i o n a l  as a v i o l a t i o n  of the due 
process clause when, as W e l c h  concludes, in light of "the 
nature of the tax and the circumstances in w h i c h  it is 
laid," the legislation is "so h a rsh and oppressive as to 
transgress [that] c o nstitutional limitation." W elch v. 
Henry, 305 U.S. 134, 59 S.Ct. 121, 83 L.Ed. 87, at 93. The 
q u estion is t y p i c a l l y  one of the degree of harshness, b a s e d  
upon c o n s i d e r a t i o n  of factors such as (1 ) the effect of the 
retroa c t i v e  appli c a t i o n  of legislation amending a tax on a 
taxpayer's v o l u n t a r y  act that was i n f l uenced by the 
taxpayer's u n d e r s t a n d i n g  of tax incidence or consequence at 
the time of that act, especially if the tax to be imposed or 
amended is "novel," (2 ) the sufficient certainty of the 
taxpayer's expec t a t i o n  of m o n e y  that is j e o p a r d i z e d  by the 
r e t r o a c t i v e  legislation, (3) the length of the period of the 
l egislation's r e t r o s p e c t i v e  application, and (4) the 
i mportance of the public purpose to be served by  the action. 
The first three elements are, to some degree, b a s e d  on the 
taxpayer's expectations, w h ile the fourth involves a 
d eterm i n a t i o n  of a public interest that n e c e s s i t a t e d  the 
actual enactment.

C o m p u t a t i o n  and payment of the severance tax is not g r e atly 
d e t erminative of taxpayers' taxable activities that generate 
the tax liability, nor does this p r o p o s e d  legislation seem 
to strike at activities of a taxpayer that r e a sonably relied 
on the current severance tax rates before this bill p roposed 
a mendment of that tax. It is the length of the period of 
the legislation's r e t r ospective applic a t i o n  and the 
i mportance of the public purpose to be served that need be 
most c a r e f u l l y  considered.

State due process and equal p r o t e c t i o n  considerations:

•Nothing in m y  quick r e s e a r c h  suggested that an analysis 
u n der the state's "due process" clause, article I, section 
7, w o u l d  r e ach a c o n clusion at var i a n c e  w i t h  the decisions 
b a s e d  on the comparable federal p r o v i s i o n  discussed above.

State "equal p r otection" analysis differs, though the 
c o n c l u s i o n  r e a ched under that analysis is consistent w i t h  
the conclusions r e a c h e d  under the analysis applicable to the 
federal provisions. In State v. Erickson, 574 P . 2d 1 
(Alaska, 1976), the court e s t a b l i s h e d  a "single test"
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ap proach for s t a t e - c o n s t i t u t i o n  based equal p r o tection 
analysis, essen t i a l l y  r e q u i r i n g  that the court ( 1 ) ascertain 
the purposes of the legislation to deter m i n e  w h e t h e r  they 
are legitimate; (2 ) determine w h e t h e r  the means chosen to 
ac c o m p l i s h  the objectives ac t u a l l y  do so; and (3) b a l ance 
the importance of the state's interest against the 
co n s t i t u t i o n a l  right involved. The state has p l e n a r y  
a u t h o r i t y  to tax. As s u m i n g  an adequate r e c o r d . a d d i n g  to tax 
liability on the income and severance taxes payable by m a jor 
p r o d ucers seems to bear a strong c o r r e l a t i o n  to the state's 
efforts to impose a tax burden on those who are p r i n c i p a l l y  
re s p o n s i b l e  for c o n ducting m a r i n e  o p e rations in a way that 
is e n v i r o n m e n t a l l y  safe. By that analysis, if the 
r e t r o s p e c t i v e  a p p l i c a t i o n  of the change is reasonable, the 
court should reject any state c o n s t i t u t i o n a l  equal 
p r o t e c t i o n - b a s e d  claim.

J C : gc 
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HOUSE COMMITTEE REPORT
(9)
D a t e  R e f e r r e d :  A p r i l  27, 199,0 , F U R T H E R  R E F E R R A L S :

F I N A N C E
D a t e  o f  C o m m i t t e e  A c t i o n

T h e  R E S O U R C E S  C o m m i t t e e  c o n s i d e r e d :  C S S S S B  3 5 9 ( F I N W t i t l e  am)
CS S S S B  359 ( F i n ) ( t i t l e  am) M U N I C I P A L  A S S I S T A N C E :  O I L  R E S P O N S E  F U N D  
"An A c t  c o n c e r n i n g  t h e  e x e r c i s e  o f  a u t h o r i t y  a n d  r e c o v e r y  o f  d a m a g e s  b y  
t h e  s t a t e  a n d  its m u n i c i p a l i t i e s  a n d  v i l l a g e s  in m a t t e r s  r e l a t i n g  to 
e n v i r o n m e n t a l  c o n s e r v a t i o n ;  r e l a t i n g  t o  s t a t e  a s s i s t a n c e  t o  
m u n i c i p a l i t i e s  a n d  v i l l a g e s  for e x p e n s e s  f o r  p r e v e n t i o n  a n d  a b a t e m e n t  
of e n v i r o n m e n t a l  d e g r a d a t i o n ;  a u t h o r i z i n g  t h e  c o m m i s s i o n e r  o f  c o m m u n i t y  
a n d  r e g i o n a l  a f f a i r s  t o  m a k e  g r a n t s  f r o m  t h e  oil a n d  h a z a r d o u s  
s u b s t a n c e  r e l e a s e  r e s p o n s e  f u n d  to a s s i s t  in c o s t s  r e l a t i n g  t o  a 
d i s a s t e r  e m e r g e n c y ;  a n d  p r o v i d i n g  for a n  e f f e c t i v e  d a t e . "

R E C O M M E N D A T I O N S :  s-\ r* ~  \  A i l  \  t c-'f'^the s a m e  t i t l e
b e  r e p l a c e d  w i t h  C  S  S 3  ̂  (fc 9 IV- Q<v> ̂ [ ] a n e w  t i t l e

] h a v e  a t t a c h e d  a m e n d m e n t ( s )

] d o  p a s s

] d o  n o t  p a s s

] n o  r e c o m m e n d a t i o n

i n d i v i d u a l  r e c o m m e n d a t i o n s

] a d d i t i o n a l  r e f e r r a l  t o  t h e  _________  C o m m i t t e e

S I G N I N G  
(C h g Q k

flUU&On

A D O P T J :

A T T A C H E S  N E W  F I S C A L  N O T E ( s ) :
(Dept)

[ ] f i s c a l  i m p a c t _______________

[ ] z e r o  f i s c a l  n o t e  

[ ] z e r o  w i t h  analysis_

S I G N I N G  DO PASS:

l e t t e r  of i n t e n t

A P P R O V E S  P R E V I O U S :
(Date/Dept)

[ ] f i s c a l  n o t e ( s )  _________ i __________
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STATE OF ALASKA
1990 LEGISLATIVE SESSION

REQUEST:

CS

Bill Versiong£SB 35 9(Fin) ( a )
Publish Date: Zi/?i /q o

FISCAL NOTE

Revision Date:________________ __

T i 11e: An Act-.coaccrriinu dutlinrity by *S t a t e  and I t s .  m u n i c i  p a l  1 t l c a  r e l a t e d  t n  
Sponsor : s^ymanaiti.  Adnma________________________
Requesto r:__________________________
* environmental coniervation

EXPENDITURES/REVENUES: (Thousands of

Agency Affected: Admirn-.traHnn' Central Administration___________
Admin iatrjitlxc, Servlcea
imponents: Munlclca.l-£ranta.

OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

U N O  & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

0 0 o 0 0 0
0 0 0 0 0 0
0 0 0 0 0 - 0
0 0 0 0 0 0
0 0 0 9 9 0
0 0 0 0 0 0

0 0 0 0 0 0

... 0 0 0 0 0
TOTAL OPERATING 0 0 0 9 o 1 0

cap'FTAl '

REVENUE

FUNDING: (Thousands of Dollars)

POSITIONS:

CENERAL FUND 

FEDERAL FUNDS 

OTHER 

TOTAL

0 0 0 0 0 0

0 0 0 . . . . . . .  0 . 0 0

0 0 0 0 0 0

9 . 9 . 0 0 0 0

FULL-TIME 0 0 0 0 0 0

PART-TIME 0 0 0 0 0 0

TEMPORARY 0 0 0 n 0 o

ANALYSIS: (Attach a separate page if necessary)

There currently exists a fund used in making grants to municipalities and village councils for 

those costs attributed to oil and hazardous substance release response. The fund is administered 

solely by the Department of Community and Regional Affairs. This bill would create an additional 

fund, the same in all respects except that its use would be for oil and hazardous substance 

municipal impact. The new fund would also be administered only by the Department of Coirmunity 

and Regional Affairs. There is not anticipated to be any involvement by the Department of 

Administration Municipal Grants Proqrany > /

Prepared by: Hfke Maher X /.A  J0 * " "  - -  Phone:. ^ 5-2277_____________
Division: Administrative Se r v i c e d   i )  (    Date: Qi/l7/90___________________

rank 5. Ba;
Agency: Department of Administration
Approved by Commissioner: rranK s. saxccr uate

/ t
1M jM O

Distribution (by preparer): 
Legislative Finance 

Legislative Sponsor 

Requestor
Office of Management and Budget 

Impacted Agency(ies)

C h a n g e s  in CSSSSe> :i5 ‘j  (Fin) 
h a v e  n o  f i s c a l  impact.
T h i s  f i s c a l  n o t e  is 
a p p r o p r i a t e .  +h?>hip
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6 -  172 7 RfChen ow eth

TO: C S S S S B  359 (Finance) (ti t l e  am)

P a g e  2, line 2, a f t e r  "b o u n d a r i e s ;":

D e l e t e  "however-, this p a r a g r a p h  d o e s  not a u t h o r i z e  a m u n i c i p a l i t y  to 

e n f o r c e  an o r d i n a n c e  o u t s i d e  its b o u n d a r i e s  to r e g u l a t e  e x p l o r a t i o n ,  d e­

v e l o p m e n t ,  or p r o d u c t i o n  of oil, gas, or m i n e r a l s  in a m a n n e r  i n c o n s i s t e n t  

w i t h  the s t a t e ' s  m a n a g e m e n t  o f  t h o s e  r e s o u r c e s  w h e n  the s t a t e  is the o w n e r  

o f  the land, t i d e l a n d ,  or s u b m e r g e d  l a n d ; "

A M E N D M E N T
OFFERED IN THE HOUSE

-1- 5/2/90



Am endm ent to C S S S S B  3 5 9  (F in an ceH tit le  am )

By the Resources Committee

Page 4, Line 11, after "AS 26 .23 .020 ,"

Insert "and subject to consultation with commissioner of 
environmental conservation as to the amount of money in the fund that 
may be used to make grants,"



6-1727 Rh -Chenoweth
A M E N D M E N T

TO: C S S S S B  359 (Finance) (title am)

OFFERED IN THE HOUSE
P a g e  8 , line 10:

A f t e r  "money":

I n s e r t  "in the fu n d  that is"

A f t e r  " a v a i l a b l e " :

D e l e t e  "in the f und"

I n s e r t  "to the c o m m i s s i o n e r  to e x p e n d  u n d e r  A S  2 9 . 6 0 . 5 1 0 ( b ) "

- 1 - 5/2/90
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TO: C S S S S B  359 (Finance) ( t i t l e  am)

P a g e  9, lines 25 - 26:

D e l e t e  " , or to the n a t u r a l  r e s o u r c e s  t h a t  are o w n e d  b y

A M E N D M E N T

OFFERED IN THE HOUSE

a v i l l a g e "

- 1 -
f

5/2/90



Alaska £i>tate Hegfelature
Senator M ike Szymanski

SECTIONAL ANALYSIS 
C SSSSB  359 (FINANCE)(TITLE AM)

While in Scmiuiv ro iv.i v
juneau. A U iU  W h ll 

(907) *65 -4978

Interim : 
l l l l  C Strret, Suit* MO Anchorage. A l u b  94501 

190?) 561 7617
o«165 7! lllVl.wsy WuilU. AluU 49667 (407) 176-M )

(For purposes of simplicity, re ference in made to this bill as the oil spill 
municipal impact leg is lation )

SECTIONS 1 - 4

These sections extend the authority of municipalities to exercise 
containment and clean-up authority. The municipalities may thus enforce 
ordinances relating to containment and clean-up to be exercised outside 
their boundaries. Requires that the exercise o f this authority must be 
consistent with directives in regional master p lans if these plans have 
been prepared and are in place.

SECTION 5

Establishes an oil and hazardous substance municipal impact assistance 
program. Sets out a statement of purpose and policy. Provides that 
assistance is to be provided for municipalities and villages affected by a 
re lease of oil o r hazardous substances that "demonstrate [to the 
Department o f Community and Regional Affairs] extraordinary 
expenditures that are beyond the reasonab le capability o f the municipality 
or village to meet from the municipality's o r village's current revenue 
sou rces ,.

Impact assistance is limited to not more than $10 million of the 
unrestricted balance of the oil and hazardous substance re lease response 
fund, and is available only when the governor has first dec lared a disaster 
emergency under AS 26 .23 . Impact assistance is available only fo r the 
functions, services, and purposes enumerated in AS 29 .6 0 .5 20 .

P roposed AS 29 .6 0 .5 30  sets out criteria by which the Department o f 
Community and Regional Affairs is to evaluate requests fo r assistance;

Senate District EMat-Su Borough • So. Anchorage * Biol/Indian • Girdwood • Nikiski * Cooper Landing • Hope • Seward • Prince William Sound



the legislation makes c lear that the Department need not accept a request 
as submitted but may reduce or eliminate elements o f the application.
The section a lso directs the department to adopt regulations by which to 
rank applications when amounts of impact assistance requested exceed 
amounts available to the department from the fund.

"Boilerplate" provisions appear in AS 2 9 .6 0 .5 40  ("limitations on grant 
uses"), AS 29 .60 .550 ("reco rds"), AS 2 9 .6 0 .560 (annua l report), and AS 
29 .6 0 .5 8 0  (adoption o f implementing regulations). AS 2 9 .6 0 .5 70  
separately requires the Commissioner of Community and Regional Affairs 
to complete an impact assessment whenever the governor issues a 
disaster emergency declaration based on a discharge of oil or a hazardous 
substance. This assessment mrty be accomplished by contracting with a 
municipality or other entity for the assessment, o r by making a grant to a 
municipality or other entity; however, only ONE assessment may be 
completed fo r each declaration of a d isaster emergency.

AS 2 9 .6 0 .5 90  authorizes recovery of grant money paid under AS 29 .60 .500 - 
AS 2 9 .6 0 .5 9 9  if the commissioner determines that the municipality o r 
village receiving the grant is responsible fo r the underlying spill. This 
was added by the Senate Oil and Gas Committee to address the 
committee's concern that a  municipality o r village not benefit from an 
impact assistance grant if the discharge is eventually shown to be the 
recipient's responsib ility .

AS 29 .6 0 .5 9 9  sets out definitions of terms used in the establishment of 
this grant process.

SECTION 6

The amendment made by this section is intended to make clear that a 
person who violates AS 46 .0 3  iri causing a spill is liable to the state for 
those amounts expended. This was included because of questions raised 
regarding the specific authority of the state to recover amounts expended 
in this area.

SECTION 7

Amends the strict liability section, AS 4 6 .0 3 .8 2 2 , to clarify the 
expenditures and the parties that are intended to be covered by this



section. Clarifies that "damages" includes the "additional costs of a 
function o r service, including administrative expenses fo r the incremental 
costs of providing the function or service, that are incurred by the state, a 
municipality o r a  village with regard to the re lease o f oil or a hazardous 
substance.

SECTION 8

Adds "village" to the list of entities who, under AS 46 .0 3 .8 22 (h ) , a re  not 
generally liable for containment and clean-up actions taken unless done as 
a result o f g ross negligence or intentional misconduct.

SECTION 9

Provides definitions for the terms "service" and "village" that are 
introduced into amendments made to AS 46 .0 3  by Bill Sections 6-8 .

SECTIONS 1 0 - 1 2  make amendments to AS 46 .04 .

SECTION 10

Directs that, in fulfilling responsibilities under AS 4 6 .0 4 .0 2 0 (e ) ,  relating 
to preparation of memoranda of understanding and cooperative 
agreements, and obligations incurred under those documents, the 
Department o f Environmental Conservation sha ll first "consult with the 
governing bodies o f municipalities and villages."

SECTION 11

Amends the term "containment and cleanup" applicable to the chapter to 
clarify the kinds of qualifying expenses relating to containment and 
cleanup within the phrase.

SECTION 12

Provides definitions for the terms "service" and "village" that are 
introduced in amendments made to AS 46 .0 4  by bill sections 10 and II.

SECTIONS 1 3 - 1 7  make amendments to AS 46 .08 .

:



SECTION 13

The additional language inserted in AS 4 6 .0 8 .0 40  by this section 
authorizes the Commissioner of Community and Regional Affairs to draw 
from the oil and hazardous re lease response fund to make grants under the 
impact assistance program (AS 2 9 .6 0 .500-AS 2 9 .6 0 .5 9 9 )  and for 
completing impact assessments required by AS 29 .6 0 .5 70 . The amendment 
to paragraph (4) clarifies that state impact assistance payable to villages 
is allowable as recoverable cost for which the balance of the fund may be 
used by the commissioner o f Environmental Conservation.

SECTION 14

Under AS 46 .0 8 .0 70 (c ) , provides for a  system of cash advances to 
municipalities and villages to support emergency first response 
initiatives. This was to enable the communities to have funding readily 
availab le for emergency first response expenditures.

SECTION 15

Para lle ls provisions in AS29 .60 .590  in Section 5  . Authorizes the 
recovery of the advancements or reimbursement if the Commissioner 
determines that the municipality or village receiving the funds is 
responsib le fo r the spill.

SECTION 16 and SECTION 17 parallel those changes made to AS 46 .04  by 
bill SECTIONS 11 and 12 and are included for substantially similar 
reasons.

SECTIONS 1 8 - 2 0  make amendments to AS 46 .09 .

SECTION 18

The amendment extends the authority of a municipality to act under all 
pertinent environmental-re lated chapters within AS 4 6  that are 
exercisab le within the municipality's boundaries.

SECTION 19 and SECTION 20 parallel those made to AS 46 .0 4  by bill 
Sections II and 12 and are included for substantially similar reasons.



Makes Sections 7  and 9, the strict liability provisions retroactive to 
March 24 , 1989.

SECTION 22

All other sections are given an immediate effective date.

SECTION 21.



:Ulafifea ibtate He gi filature
Senator M ike Szymanski
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C S S S S B  3 5 9  ( F i n a n c e ) , M u n i c i p a l  I m p a c t  L e g i s l a t i o n

T h i s  l e g i s l a t i o n  w a s  d r a f t e d  i n  r e s p o n s e  t o  t h e  c o n c e r n s  e x p r e s s e d  

b y  t h e  " o i l e d  m a y o r s "  o f  t h e  c o m m u n i t i e s  a f f e c t e d  b y  t h e  M a r c h  24 
E x x o n  V a l d e z  o i l  s p i l l .  F u n d s  w e r e  p r o v i d e d  b y  t h e  S t a t e  

D e p a r t m e n t  o f  E n v i r o n m e n t a l  C o n s e r v a t i o n  t o  t h e  c o m m u n i t i e s  f o r  

t h e i r  e m e r g e n c y  f i r s t  r e s p o n s e  e x p e n s e s ,  s u c h  a s  t h e  p u r c h a s e  o f  

b o o m  m a t e r i a l ,  e t c .

H o w e v e r ,  t h e s e  c o m m u n i t i e s  a l s o  e x p e r i e n c e d  f a r - r a n g i n g  s o c i a l  a n d  

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

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

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

o f  p u b l i c  f a c i l i t i e s ,  s u c h  a s  h a r b o r s .  C o m m u n i t i e s  t h a t  r e l y  o n  

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

g a m e  b e c a u s e  o f  t h e  d a n g e r  o f  t o x i c i t y .

T L e s e  i n c r e a s e d  s e r v i c e s  p l a c e d  an. i n c r e d i b l e  b u r d e n  o n  t h e  

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

a s s i s t  t h e  c o m m u n i t i e s  w i t h  t h e  c o s t s  o f  t h e s e  a d d i t i o n a l  a n d  

i n c r e m e n t a l  s e r v i c e s  w h i c h  h a d  b e e n  i n c u r r e d .  A d d i t i o n a l l y ,  t h e r e  

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

t h e  r a w  f i s h  t a x ,  i n a s m u c h  a s  s o  m u c h  f i s h i n g  t i m e  w a s  l o s t .  T r u e ,  

E x x o n  d i d  r e i m b u r s e  t h e  c o m m u n i t i e s  f o r  s o m e  o f  t h e i r  c o s t s  b u t  n o t  

a l l  o f  t h e  c o s t s  w e r e  c o v e r e d  a n d  t h e  n e e d  s t i l l  e x i s t s -

O f  m a j o r  c o n s i d e r a t i o n  is t h e  q u e s t i o n ,  " W h a t  i f  i t  h a d  n o t  b e e n  

E x x o n ? "  W h a t  i f  t h e  s p i l l  h a d  b e e n  c a u s e d  b y  a c o m p a n y  w i t h  f a r  

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

p l a c e ?

T h e  O i l  S p i l l  C o m m i s s i o n  r e c o g n i z e d  t h i s  " g a p "  a n d  a d d r e s s e d  t h e  

n e e d  f o r  l o c a l  s e r v i c e  i m p a c t  f u n d i n g  i n  R e c o m m e n d a t i o n s  53  a n d  54 

o f  t h e  C o m m i s s i o n  R e p o r t ;  s p e c i f i c a l l y ,  t h e  C o m m i s s i o n  r e c o m m e n d e d  

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

u n r e i m b u r s a b l e  c o s t s  c a u s e d  b y  a n  o i l  o r  h a z a r d o u s  s u b s t a n c e  

r e l e a s e .
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2) E s t a b l i s h e s  a s y s t e m  o f  m u n i c i p a l  g r a n t s  u n d e r  t h e  D e p a r t m e n t
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o f  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  w h i c h  a r e  t o  b e  t r i g g e r e d  b y  a
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l e g i s l a t i o n  e s t a b l i s h e s  c r i t e r i a  f o r  e v a l u a t i n g  w h e t h e r  a  g r a n t  is  

t o  b e  m a d e  t o  a m u n i c i p a l i t y  o r  v i l l a g e .  T h e s e  g r a n t s  a r e  n o t  f o r
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r e l e a s e  o f  o i l  o r  a h a z a r d o u s  s u b s t a n c e ;

F r o m  t h e  $ 5 0  m i l l i o n  f u n d  w h i c h  w a s  e s t a b l i s h e d  l a s t  y e a r  f r o m  t h e  

$ . 0 5  p e r  b a r r e l  s u r c h a r g e  ( p a r t  o f  t h e  4 7 0  F u n d ) ,  u p  t o  $ 1 0  m i l l i o n  

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

3) U n d e r  T i t l e  46, t h e  l e g i s l a t i o n  c i u t h o r i z e s  t h e  D e p a r t m e n t  o f  

E n v i r o n m e n t a l  C o n s e r v a t i o n  t o  " a d v a n c e "  m o n e y  t o  a m u n i c i p a l i t y  o r  

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

D e p a r t m e n t ' s  e x i s t i n g  a u t h o r i z a t i o n  t o  r e i m b u r s e  a  m u n i c i p a l i t y  f o r  
t h e s e  s a m e  e x p e n d i t u r e s .
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S E N A T E  B I L L  364

S T A T E  I N S P E C T I O N  O F  S L A U G H T E R E D  R E I N D E E R

S e n a t e  B i l l  364 w o u l d  a l l o w  t h e  s t a t e  t o  i n s p e c t  r e i n d e e r  
m e a t  f o r  u s e  i n  m e a t  p r o d u c t s  l i k e  s a u s a g e .  T h i s  i n s p e c t i o n  
is m a n d a t e d  b y  t h e  f e d e r a l  g o v e r n m e n t ,  b u t  t h e  f e d e r a l  
g o v e r n m e n t  p r o v i d e s  n o  f u n d i n g  f o r  t h e  i n s p e c t i o n .  S e n a t e  
B i l l  364 w o u l d  p r o v i d e  t h e  r e i n d e e r  h e r d e r s  w i t h  g r e a t e r  
e c o n o m i c  o p p o r t u n i t y  a n d  t h e  A l a s k a  m e a t - p r o c e s s i n g  i n d u s t r y  
w i t h  n a t i o n a l  a n d  i n t e r n a t i o n a l  m a r k e t s .

W i t h  t h e  p a s s a g e  o f  t h i s  l e g i s l a t i o n ,  t h e  r e i n d e e r  
i n d u s t r y  is p u t  i n  a p o s i t i o n  of  p o t e n t i a l  f o r  p h e n o m e n a l  
g r o w t h ,  t h r o u g h  m e a t ,  bl o o d ,  h i d e  a n d  h o r n  s a l e s .  W h i l e  t h e r e  
a r e  c u r r e n t  m a r k e t s  f o r  r e i n d e e r  p r o d u c t s ,  t h e s e  m a r k e t s  a r e  
i n  t h e i r  i n f a n c y .  M r a t  i n s p e c t i o n  is t h e  k e y  t o  f u r t h e r  
d e v e l o p i n g  t h e s e  m a r k e t s .

I u r g e  p a s s a g e  o f  S e n a t e  B i l l  364.
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b y  E d w a r d  L. A r o u i o *

S u m m a r y

P o t e n t i a  1 F o r a P e i n d o e r  I n d u s t r y  m  A l a s k a

T h e  r e i n d e e r  i n d u s t r y  in A l a s k a  is g e n e r a l l y  c o n f i n e d  o n  o r  

a d j a c e n t  t o  t h e  S e w a r d  P e n i n s u l a .  C u r r e n t  e s t i m a t e s  o f - t h e  

r e i n d e e r  p o p u l a t i o n  o n  t h e  P e n i n s u l a  a r e  b e t w e e n  2 0 , 0 0 0  a n d
2 7 , 0  0 0  h e a d  .

R e i n d e e r  g r a z e  o n  l a n d s  m a n a g e d  b y  t h e  S t a t e  o f  A l a s k a ,  t h e  

B u r e a u  o f  L a n d  M a n a g e m e n t ,  a n d  t h e  N a t i o n a l  P a r k  S e r v i c e .

A n n u a l  p e r m i t s  a r e  r e q u i r e d  f r o m  t h e s e  a g e n c i e s  t o  g r a z e  
r e i n d e e r .

R e i n d e e r  h e r d i n g  in A l a s k a  is f o r  m o s t  h e r d e r s  a p a r t - t i m e  

a c t i v i t y .  H e r d s  a r e  e x t e n s i v e l y  m a n a g e d ,  g r a z e  o v e r  a w i d e  

a r e a ,  a n d  d u r i n g  m u c h  o f  t h e  y e a r ,  a r e  l e f t  u n t e n d e d .

P r o d u c t s  f r o m  r e i n d e e r  h e r d s  i n c l u d e  m e a t  a n d  a n t l e r s .  M o s t  

m o a t  is m a r k e t e d  in t h e  l o c a l  t o w n s  a n d  v i l l a g e s  o f  n o r t h w e s t  

A l a s k a .  A n t l e r s  a r e  h a r v e s t e d  f o r  f o r e i g n  m a r k e t s  w i t h  the 

m a j o r  m a r k e t s  in K o r e a ,  T a i w a n ,  C h i n a ,  a n d  J a p a n .

R a n g e  s u i t a b l e  f o r  r e i n d e e r  g r a z i n g  i n  A l a s k a  h a s  b e e n  e s t i m a t e d  

a t  a b o u t  11 0 m i l l i o n  a c r e s .  T h i s  a r e a  is a l o n g  t h e  c o a s t  

f r o m  s o u t h w e s t e r n  A l a s k a  t o  the N o r t h  S l o p e .  H o w e v e r ,  

i n s t i t u t i o n a l  c o n s t r a i n t s  p r o b a b l y  l i m i t  r e i n d e e r  h e r d i n g  in 
A l a s k a  u n d e r  e x t e n s i v e  g r a z i n g  o p e r a t i o n s  t o  t h e  S e w a r d  

P e n i n s u l a  a n d  s o m e  c o a s t a l  i s l a n d s .

T h e  S e w a r d  P e n i n s u l a  c a n  s u p p o r t  a d d i t i o n a l  n u m b e r s  of r e i n d e e r  

■.■/non c o n s i d e r i n g  t h e  a v a i l a b i l i t y  o f  f o r a g e .  P o t e n t i a l l y ,

=50,000 t o  7 5 , 0 0 0  h e a d  c o u l d  g r a z e  t h e  a r e a s  n o w  u n d e r  p e r m i t .  

O u t p u t  f r o m  h e r d s  c a n  i n c r e a s e  t h r o u g h  e i t h e r  a d d i t i o n a l  

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

P o t e n t i a l  m e a t  p r o d u c t i o n  r e s u l t i n g  f r o m  i n c r e a s e d  n u m b e r s

0 .7 a n i m a l s  a n d  m o r e  i n t e n s i v e  m a n a g e m e n t  h a v e  b e e n  e s t i m a t e d  

a t  b e t w e e n  4 7 5 , 0 0 0  a n d  8 0 0 , 0 0 0  p o u n d s  a n n u a l l y .

M a r k e t s  e x i s t  in A l a s k a  f o r  a d d i t i o n a l  o u t p u t s  o f  m e a t .

M a r k e t s  f o r  i n c r e a s e d  o u t p u t  of a n t l e r s  m a y  n o t  e x i s t  w i t h o u t  

a d e c r e a s e  in p r i c e s  r e c e i v e d  b y  h e r d e r s  f o r  t h i s  p r o d u c t .

* A g r i e u l t u r a l  E c o n o m i s t ,  A l a s k a  A g r i c u l t u r a l  A c t i o n  C o u n c i l /  

D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t

(85)



I n t r o d u c t i o n t

T h e  r e i n d e e r  i n d u s t r y  in A l a s k a  is g e n e r a l l y  c o n f i n e d  o n  o r  

a d j a c e n t  t o  t h e  S e w a r d  P e n i n s u l a .  C u r r e n t  e s t i m a t e s  o f  t h e  

r e i n d e e r  p o p u l a t i o n  o n  t h e  P e n i n s u l a  a r e  b e t w e e n  2 0 , 0 0 0  
a n d  2 7 , 0 0 0  h e a d .  8 / 3 /  G r a z i n g  p e r m i t s  in t h i s  a r e a  a r e  

h e l d  b y  o n e  N a t i v e  r e g i o n a l  c o r p o r a t i o n ,  o n e  N a t i v e  v i l l a g e  

c o r p o r a t i o n ,  a n d  t w e l v e  i n d i v i d u a l s . . ! /  A d d i t i o n a l  h e r d s  in 

A l a s k a  a r e  l o c a t e d  a t  t h e  v i l l a g e s  o f  S t e o b i n s  a n d  S h a k t o l i c k ,  

a n d  o n  N u m v a k ,  S t .  L a w r e n c e , H a g e m e i s t e r  a n d  U m n a k  I s l a n d s .

H e r d  M a n a g e m e n t

F o r  t h e  m o s t  p a r t ,  r e i n d e e r  g r a z e  o n  l a n d s  m a n a g e d  b y  t h e  

S t a t e  o f  A l a s k a ,  t h e  B u r e a u  of L a n d  M a n a g e m e n t , a n d  t h e  

N a t i o n a l  P a r k  S e r v i c e .  A n n u a l  p e r m i t s  a r e  r e q u i r e d  f r o m  

t h o s e  a g e n c i e s  t o  g r a z e  r e i n d e e r .  O n l y  l i m i t e d  g r a z i n g  

n o w  t a k e s  p l a c e  o n  N a t i v e  o w n e d  l a n d .  H o w e v e r ,  a s  t h e  o w n e r s h i p  
of m o r e  l a n d s  is t r a n s f e r r e d  t o  N a t i v e  v i l l a g e  c o r p o r a t i o n s  

a n d  N a t i v e  r e g i o n a l  c o r p o r a t i o n s  a s  a  r e s u l t  of  A N C S A , a g r e e ­

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

if c u r r e n t  g r a z i n g  o p e r a t i o n s  a r e  t o  r e m a i n  u n c h a n g e d .

R e i n d e e r  h e r d i n g  in A l a s k a  is f o r  m o s t  h e r d e r s  a p a r t - t i m e  

a c t i v i t y .  T h e y  v i e w  t h e  h e r d i n g  of  r e i n d e e r  a s  o n l y  o n e  o f  

m a n y  a n n u a l  a c t i v i t i e s .  H e r d s  a r e  e x t e n s i v e l y  m a n a g e d ,  

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

u n t e n d e d  .

P r o d u c t s  f r o m  r e i n d e e r  h e r d s  i n c l u d e  m e a t  a n d  a n t l e r s .

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

1 9 7 7 .  D u r i n g  t h e  p e r i o d  1 9 6 8 - 1 9 7 7 ,  d a t a  a r e  a v a i l a b l e  f o r  

e i g h t  of t e n  y e a r s . 1 /  A v e r a g e  p r o d u c t i o n  d u r i n g  t h i s  p e r i o d  

w a s  2< 16,000 p o u n d s  o f  c a r c a s s  m e a t  p e r  y e a r  w i t h  a n  a v e r a g e  

v a l u e  a t  S 1 5 0 , 0 0 0 .  I n  r e c e n t  y e a r s ,  a n n u a l  p r o d u c t i o n  h a s  

p r o b a b l y  m a i n t a i n e d  a t  l e a s t  t h i s  l e v e l  a n d  m a y  h a v e  e x p a n d e d  

s o m e w h a t ,  d u e  p r i m a r i l y  t o  d e v e l o p m e n t  o f  t h e  N A N A  C o r p o r a t i o n  

h e r d .  T h i s  h e r d  is t h e  l a r g e s t  a n d  m o s t  i n t e n s i v e l y  m a n a g e d  
h e r d  on t h e  P e n i n s u l a .

C u r r e n t l y ,  t h e  m o r e  v a l u a b l e  r e i n d e e r  p r o d u c t  o n  a p e r  p o u n d  

b a s i s  is v e l v e t  ( w e t )  a n t l e r s .  T h e s e  a n t l e r s  a r e  r e m o v e d  

d u r i n g  h a n d l i n g s  t h a t  t a k e  p l a c e  f r o m  t h e  m i d d l e  o f  J u n e  t o  

t h e  m i d d l e  o f  J u l y .  A g a i n ,  d a t a  on t h e  q u a n t i t y  o f  p r o d u c t i o n  

h a s  n o t  b e e n  a v a i l a b l e  s i n c e  1 9 7 7 .  A t  t h a t  t i m e  a p p r o x i m a t e l y

1 5 . 0 0 0  p o u n d s  w e r e  h a r v e s t e d . ! /  In t h a t  y e a r ,  h e r d e r s  

r e c e i v e d  b e t w e e n  S O  a n d  S 2 3  p e r  p o u n d  f o r  w o t  a n t l e r s .  In 

m o r e  r e c e n t  y e a r s ,  h e r d e r s  h a v e  b e e n  r e c e i v e d  from. $ 3 0  t o  

S 4 0  p e r  p o u n d .  B a s e d  o n  1 5 , 0 0 0  p o u n d s  o f  a n n u a l  p r o d u c t i o n ,  

t h e  v a l u e  o f  t h e  a n t l e r s  w o u l d  r a n g e  b e t w e e n  S 4 5 0 , 0 0 0  a n d

5 6 0 0 . 0 0 0  .

! / T h c  h e r d i n g  o r  r e i n d e e r  in A l a s k a  is  l i m i t e d  t o  N a t i v e  p e o p l e s  

of t h e  S t a t e .
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I n f o r m a t i o n  on t h e  r e t u r n s  t o  r e i n d e e r  h e r d  o p e r a t i o n s  a r e  
l i m i t e d .  H o w e v e r ,  a r e c e n t l y  p u b l i s h e d  a r t i c l e  e s t i m a t e d  

c o s t s  a n d  r e t u r n s  f o r  t h r e e  h e r d  sizes.§ / ( T a b l e  I). T h e s e  
w o r e  b a s e d  o n  h e r d s  t h a t  w e r e  m a n a g e d  o n  a p a r t - t i m e  b a s i s .

T a b l e  1. A n n u a l  C o s t  of  P r o d u c t i o n  a n d  R e t u r n s  f o r  E x t e n s i v e l y  

M a n a g e d  A l a s k a n  R e i n d e e r  H e r d s ,  1 9 7 7 .

I tern
S i z e  o f  O p e r a t i o n  

1,000 2 , 0 0 0 3 , 0 0 0

I n v e s t m e n t $ 1 0 5 , 0 0 0 $ 2 0 5 , 0 0 0 $ 3 0 5  , 000

C a s h  R e v e n u e s 24 , 3 0 0 48 , 64 0 7 0  ,700

C a s h  E x p e n s e s 20 , 9 0 0 3 1 , 6 0 0 4 1 , 6 0 0

D e p r e c i a t i o n 5 0 0 5 0 0 500

I n t e r e s t  o n  C a p i t a l  a t  6% 6 , 3 0 0 1 0 , 3 0 0 1 3 , 3 0 0

R e t u r n  t o  O w n e r  L a b o r  

a n d  M a n a g e m e n t < 5 3  » 4 0 0 > $4  , 24 0 $ 1 2  , 560

S o u r c e :  T h o m a s ,  W . C . ,  E . L .  A r o b i o ,  L . L .  N a y l o r ,  a n d  R . O .  S t e r n .

1 9 0 3 .  A n  A l t e r n a t i v e  M a n a g e m e n t  S y s t e m  f o r  A l a s k a

R e i n d e e r  H e r d s .  A g r i c u l t u r a l  S y s t e m s  1 1: 1 - 6 .

M a r k e t i n g

B e c a u s e  o f  t h e  l i m i t e d  p r o d u c t i o n  o f  m e a t  f r o m  A l a s k a n  h e r d s ,  

m o s t  m e a t  is m a r k e t e d  in t h e  l o c a l  t o w n s  a n d  v i l l a g e s  o f  

n o r t h w e s t  A l a s k a .  M e a t  m a r k e t i n g  h a s  t r a d i t i o n a l l y  b e e n  
d o n e  b y  t h e  i n d i v i d u a l  h e r d  o w n e r .  T h e  r e i n d e e r  a r e  n o r m a l l y  

s l a u g h t e r e d  in  t h e  f i e l d  a n d  f i e l d  d r e s s e d .  T h e  m e a t  t h e n  

m o v e s  t o  t h e  v i l l a g e s  a n d  c a n  b e  d i s t r i b u t e d  as  w a g e - m c a t  

p a y m e n t s ,  d i r e c t  s a l e s  t o  v i l l a g e  r e s i d e n t s ,  o r  s a l e s  t o  

v i l l a g e  s t o r e s .  L a r g e r  h e r d  o w n e r s  a l s o  m a k e  s a l e s  t o  s t o r e s  

i n  N o m e  a n d  K o t z e b u e .  S m a l l  q u a n t i t i e s  o c c a s i o n a l l y  d o  m o v e  

'to A n c h o r a g e  o r  F a i r b a n k s  a n d  a t  t i m e s  h a v e  g o n e  t o  t h e  

" L o w e r  4 8 " .

A n t l e r s  a r e  h a r v e s t e d  f o r  f o r e i g n  m a r k e t s .  T h e  n o r m a l  p r o c e d u r e  

is f o r  h e r d e r s  t o  s e l l  t h e  h a r v e s t e d  a n t l e r  o n  a w e t  b a s i s  

t o  b u y e r s  j u s t  a f t e r  h a r v e s t i n g .  T h e  b u y e r s  w i l l  t h e n  d r y  

a n d  p r o c e s s  t h e  a n t l e r s  a n d  e x p o r t  t h e  p r o d u c t  f o r  u s e  in 

o r i e n t a l  m e d i c i n e s .  C o n t r a r y  t o  p o p u l a r  b e l i e f ,  d e e r  a n t l e r s ,  

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

a s  m e d i c i n e s .  T h e  m a j o r  m a r k e t s  f o r  a n t l e r s  a r e  l o c a t e d  in 

K o r e a ,  T a i w a n ,  C h i n a ,  a n d  J a p a n .



V

VJhilo it is l i k e l y  t h a t  m e a t  p r o d u c t i o n  c a n  b e  e x p a n d e d  

w i t h o u t  t h e  p r i c e  to  t h e  p r o d u c e r  s u f f e r i n g ,  t h e  s i t u a t i o n  

is d i f f e r e n t  f o r  a n t l e r s .  R e i n d e e r  a n t l e r  is o n l y  o n e  o f  
s e v e r a l  t y p e s  o f  d e e r  a n t l e r s  t h a t  a r e  u s e d  in O r i e n t a l  

m e d i c i n e s .  R e i n d e e r  a n t l e r s ,  b e c a u s e  t h e i r  u s e  o n l y  b e g a n  
in t h e  e a r l y  1 9 5 0 s ,  h a v e  a l i m i t e d  h i s t o r y  a n d  a r e  n o t  

c o n s i d e r e d  b y  b u y e r s  t o  b e  t h e  b e s t  a n t l e r .  In a d d i t i o n ,  

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

T h e  l e a d i n g  a n t l e r  e x p o r t i n g  c o u n t r y  in t h e  w o r l d  is M e w  

Z e a l a n d .  M o s t  o f  t h e  a n t l e r  c o m i n g  f r o m  M e w  Z e a l a n d  is 
h a r v e s t e d  f r o m  R e d  D e e r .  T h e  a n t l e r  f r o m  R e d  D e e r  is 

c o n s i d e r e d  s u p e r i o r  to- r e i n d e e r  a n t l e r .  D e e r  in N e w  Z e a l a n d  

a r e  r a i s e d  i n  a c o n t r o l l e d  s i t u a t i o n  a n d  i n s t e a d  o f  g r a z i n g  

f r e e l y  o n  a n  o p e n  r a n g e ,  t h e y  g r a z e  in f e n c e d  p a s t u r e s ,  f r e e  

f r o m  p r e d a t o r s .  B y  t h e  m i d  1 9 3 0 s ,  d e e r  h e r d s  in M e w  Z e a l a n d  m a y  
t o t a l  5 0 0 , 0 0 0  he ad . i. /

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

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

F o r  t h i s  r e a s o n  a n d  b e c a u s e  r e i n d e e r  a n t l e r  is c o n s i d e r e d  

i n f e r i o r  t o  o t h e r  t y p e s ,  t h e  p r i c e  f o r  r e i n d e e r  a n t l e r s  

r e c e i v e d  b y  A l a s k a n  h e r d e r s  m a y  s u f f e r  a l o n g - t e r m  d e c l i n e  

if a n t l e r  p r o d u c t i o n  f r o m  A l a s k a n  h e r d s  is e x p a n d e d  s i g n i f ­

i c a n t l y .  2 /  L o n g - t e r m  g r o w t h  in o u t p u t  f r o m  A l a s k a n  h e r d s  
w i l l  h a v e  t o  b e  b a s e d  o n  m e a t  p r o d u c t i o n .

R e f e r e n c e s

1. A r o b i o ,  E . L . ,  W . C .  T h o m a s  a n d  W . G .  W o r k m a n  ( 1 9 3 0 ) .  M a t h e m a t i c a l  

p r o g r a m m i n g  f o r  c o n s i d e r i n g  m a n a g e m e n t  o p t i o n s  in A l a s k a

r e i n d e e r  h e r d i n g .  In: P r o c e e d i n c i s  o f  t h e  2 n d  I n t e r n a t i o n a l

R e i n d e e r / C a r i b o u  S y m p o s i u m . ( JR eimers, E. , E. G a a r e  a n d  
S .S k e j e n n e b e r g  ( E d s ) ) ,  6 9 0 - 9 .

2. C o l l i n s ,  W. A s s i s t a n t  P r o f e s s o r  o f  R a n g e  M a n a g e m e n t .

A g r i c u l t u r a l  E x p e r i m e n t  S t a t i o n ,  U n i v e r s i t y  o f  A l a s k a .

P e r s o n a l  C o m m u n i c a t i o n .I»
3. E p p s , A .C . a n d  W. C. T h o m a s ,  R e i n d e e r  ( 1 9 8 3 ) .  In: A l a s k a ' s  
A q r i c u 1 1 u r e  a n d F o r e s t r y  P o t e n t i a l . In p r e s s .

<1. L u i c k ,  J. R. ( 1 9 0 0 ) .  V e l v e t  a n t l e r :  p l a c e b o ,  p a n a c e a ,

o r  p a s s i n g  f a n c y ?  In: P r o c e e d i n g s  o f  t h e  2 n d  I n t e r n a t i o n a l

R e i n d e e r / C a r i b o u  S y m p o s i u m . ( R e n n e r s ,  E . , E. G a a r e  a n d ~ s 7  

S k o  j c n n e b e r g - ( e d s  ) ) , 7 9 3 - 7 9 9 .

5. S t e r n ,  R . O . ,  E . L .  A r o b i o ,  L . L .  N a y l o r  a n d  W . C .  T h o m a s  

( 1 9 3 0 ) .  E s k i m o s , R e i n d e e r a n d L a n d .  A g r i c u l t u r a l  E x p e r i m e n t  

S t a t o n ,  U n i v e r s i t y  o f  A l a s k a ,  F a i r b a n k s .  B u l l e t i n  59.
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.ins they m ust have both to  secure the necessary inagem ent and a sufficient ed range. O n ce  these two e.-d ow ner m ust make do n his herd for several years e it is e co n o m ically  viable, reach this level, som ew hat . herd owners contin ue to nerd. O th e r entrepcncurial un g and housing rentals, as the villages (through the n to  eco no m ic security , as strategy ty p ica l o f village:e d ifferen t cu ltural defini- sly , the m anagem ent prac- vvith those necessary to a operations. Y e t  reindeer- partial-subsistence, partial- s since reestablishing herds us persistent pattern fa s  its and their collective  exper- i noted th at a herd ow ner, ire incom e as a wage earner a co m m u n ity  w hich w ould on him . There are a few he few w ho have their own 9) notes a generation gap icn , alm ost all o f  w hom  are tw enties and thirties. "S u c - ost y o u n g  E skim o s. Subsis- spect since it a ffo rd s tim e •dium o f  a nine-to-five jo b . no does n o t take care o f  his iv e ly , and abuses his fam ily

C H A P T E R  V II  M A R K E T I N G  O F  R E I N D E E R  P R O D U C T SThis chapter is concerned w ith the m arketing o f  reindeer products. T o p ics to be discussed include the m arketing o f  reindeer m eat, the m arketing o f  velvet antler, and the com bined value o f '  all reindeer products sold or used in the h o m e b y  herd ow ners. In our discussion o f  reindeer m eat m arketing, w e will consider the tim e o f  year and m ethods by w hich reindeer are slaughtered and m eat distributed, the qu antity  and value o f  the reindeer m eat produced in A laska and the Seward Peninsula from  1960 to  1 97 7 , the prices received by herd owners fo r carcass reindeer m eat, zmd the protein  • contribu tion  o f  reindeer m eat to residents o f  northw est A la sk a . T h e  analysis o f  velvct-antler m arketing will fo cu s on antler-harvesting procedures, a sum m ary o f  prices received b y  herd ow ners fo r th is- product over the last several years, and the q u an tity  and value o f  velvet-antler production in A laska fo r the years 1975-1977. T h e  last m ajor to p ic , value o f  reindeer p rod ucts, describes the q u a n tity  and value o f  all reindeer products produced from  all A la sk a  reindeer nerds betw een 1972 and 1977 and gives the q u an tity  and value o f  reindeer p rod u ct sales from  the Seward Peninsula for 1975-1977.
M arketing o f  R eindeer M eat

T hrough 1977, the m ain p rod u ct-fro m  A lask a reindeer herds in term s o f  q u a n tity  and value o f  prod uction  was carcass reindeer m eat. In 1977, A lask a  reindeer herd owners produced 3 1 2 ,0 0 0  p ounds o f  dressed reindeer m eat and sold 2 5 6 ,0 0 0  p oun ds (A laska C ro p  and Livestock R ep ortin g  Service, 1978). T h e rem aining 5 6 ,0 0 0  pounds were used by herd owners in the hom e and as p aym en t fo r  labor used during norm al herd operations. T h e m ain source o f  carcass rein­deer m eat is steers, although som e bulls, cow s, and calves arc in­cluded in any y e a r ’s totai p rod u ction . T h e  bulk o f  the slaughtering activ ity  occurs in O ctob er through F ebru ary. A  variable nu m ber o f  reindeer can be slaughtered throu ghou t the year, how ever. A lth o u g h  a reindeer carcass can w eight 150 pounds and m ore, the to ta l recent p rod uction  figures fo r A laska indicate an average o f  ap p roxim ately  120 pounds per carcass. (This average w eight is based on field  obser­v atio n , individual herd records, and the U .S . D epartm ent o f  the In terior, B IA , A n n u a l Land O p eration  R ep orts 1960-1971.)
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M arketing M ethodsIn 1977, all herd ow ners on the Sew ard Peninsuala butchered and m arketed  their o w n reindeer, w ith th e  ex e p tio n  o f  tw o w ho sold live reindeer and the buyers butchered and m arketed these reindeer. A n  estim ated  80 to  90 p ercent o f  the reindeer m eat sold in the past few  years from  Sew ard Peninsula herds has been consum ed w ithin the regio n . T h e  rem aining reindeer m eat produced in recent years has gon e to  A n ch o ra g e  and the "lo w er 4 8  states.”  T h a t portion g o ­ing to  A n ch o ra g e  has been used in the m aking o f  sausage while the m eat g o in g  to  the " lo w e r 4 8 ”  has been m arketed as a specialty m eat.A ll  slau gh tering o f  reindeer on the Sew ard Peninsula is done in the fie ld . E ven those reindeer carcasses that w ill leave northw est A la sk a , and w hich therefore m ust be govern m en t inspected, arc killed in the field  and then brought to  the N o m e reindeer slaughter plant fo r  in sp e ctio n . T h e  m ajority  o f  slaughtering takes place during the w in ter m o n th s w hen herders have a m o b ility  advantage over the reindeer. W ith the use o f  snow  m achines, herders can move faster th an  icin d ee r over the snow -covered gro u n d . T w o  other reasons a cco u n t fo r  the slaughtering o f  reindeer during w in ter m on ths. F irst, i f  the slaughtering can be accom plished during the first part o f  w in ter, the reindeer w ill be in their best co n d itio n  fo llo w in g sum m er w eight gains. S e co n d , slaughtering in subfreezing tem peratures q u ick ly  freezes carcasses fo r delivery to buyers. F o r  these reasons, m ost o f  the reindeer slaughtering takes place fro m  O cto b e r through F eb ru a ry . Slau gh terin g  does occu r at other tim es o f  the year on a lim ited basis, m ain ly  fo r  the ow ner’s hom e co n su m p tio n . T h e ex a ct tim e w hen each herd butchers depends on  individual preference, the lo catio n  o f  the reindeer, w eather, and availability  o f  labor.A s  has been noted  b efo re , the p ro d u ctio n  from  individual herds is d istributed  in a num ber o f  w ays (O lso n , 1969). A t  the village level, reindeer m eat is d istribu ted : 1) as w age-m eat p aym en ts; 2) as sales to village residents; and 3) .s sales to village stores. O w ners o f  the larger herds also sell m eat to the region's tw o largest p o p u lation  centers, N om e and K o tz e b u e .T h e first o f  the village d istributio n  channels involves w age-m eat paym en ts and herd ow ner hom e use. M an y  village residents receive part o f  their yearly  m eat supply by w orking fo r  a herd ow ner at handlings or butcherings and receiving reindeer m eat as paym en t in lieu o f  cash. H erd ow ners value reindeer m eat as wages at current m arket price. B u t o fte n  herd owners will "o v e rp a y ”  w orkers by p roviding them  w ith m ore m eat than they have earned by their tim e

jv Ttdtually w orked, jv Hfcting as village u y h ‘ ■ R eindeer he d f  Sh ish m aref, m g, and B u ck lar p o p u lation  o f  tht a p p roxim ately  4 these villages spe T h e  per capita m o u n ted  to  apj village resident.A  second r village residents, the form  o f  a h< b ack  o f  a p ickup  reindeer in to  the selling reindeer nA  final typ village stores. T  quarters and ten the herd ow ner 1977, this prodt V illages stores g m on ths since thi rul i f  reindeer rr storage were ava it is d iffic u lt  tc problem s in g e r  best co n d itio n  fcHerd owne ail their reindee tio n , w age-m eat residents. Large also sell reindee A la sk a : N o m e  a region. In 1976. reindeer m eat, » pounds o f  reinc retail cuts sold $ 1 .9 0  per poun> in N om e and K N o m e , A lask a ,
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butchered > w ho sold e reindeer, in the past led  w ithin ce n t years 'ortion  go- : w hile the ia lty  m eat, is done in northw est >ected, are r slaughter lace during ge over the nove faster ler reasons nths. F irst, rst part o f  ng sum m er m peratures .•se reasons, >er through e year on a . T h e  exact preference, / o f  labor, iduai herds •illage level, ) as sales to >f the larger ;on centers,
; w age-m eat ents receive d ow ner at p aym en t in » at current w orkers by v thcit tim e

actu ally  w orked. A n  e xp la n a tio n  fo r  this behavior is herd ow ners a ctin g  as village umialiks. (See C h ap te r V I) .R eindeer herds on  the Sew ard Peninsula are based at the villages o f  Sh ish m arcf, W ales, Brevig M issio n , K o y u k , G o lo v in , T e lle r, D eer- in g , and B u ck la n d , and at the tow ns o f  N o m e and K o tz e b u e . T h e  p o p u lation  o f  the villages is estim ated to  total 1,233 p e o p le . In  1976, ap p ro xim ately  4 00  reindeer carcasses were used b y  herd ow ners in these villages sp e cifica lly  fo r h o m e co n su m p tion  and labor p a y m e n t. T h e  per capita co n su m p tion  fro m  this m eth od  o f  d istribution  a- m ou nted  to  a p p ro xim ately  .3 2  reindeer carcass (39 pounds) per village resident.A  second m eth od  o f  village d istributio n  is sales d irectly  to  village residents. In o n e instance in th e  sum m er o f  1977, this to o k  the form  o f  a herd ow ner tak in g  orders fo r reindeer m eat from  the b ack o f  a p ick u p  tru ck as he was bringing the carcasses o f  fo u r  or five  reindeer in to  the village. T hrough A u g u st o f  1 97 7 , herd ow ners were selling reindeer m eat 'o  village residents fo r  85 cen ts per p o u n d .A  final typ e o f  village d istrib u tio n  is th e  sale o f  carcasses to  village stores. T hese stores u sually  sell reindeer m eat as sides or quarters and ten cents per pound is added to  the price e xacted  b y  the herd ow ner as a han dlin g charge. In  1976 and the first h a lf o f  1977, this p roduced a price at village stores o f  95 cents per p o u n d . V illages stores generally  have reindeer m eat o n ly  during the w inter m on ths since they  have little  or n o  cold  storage fa cilities . It  is d o u b t­ful i f  reindeer m eat w ould  be available in the sum m er even i f  m ore storage were available. There are basically  tw o reasons for th is . F irst, it is d iffic u lt  to  slaughter reindeer in the su m m e r because o f  the problem s in gettin g  close to  th e m , and secon d, reindeer are in the best co n d itio n  fo r slaughter in rhe first p art o f  w in ter.Herd owners w ith less than 1,000 reindeer generally distribute all their reindeer m eat in the village through either hom e co n su m p ­tio n , wage-m eat p ay m en ts, sales to  village stores, o r sales to  village residents. Larger herd ow ners, besides using these same channels, also sell reindeer m eat to the tw o p o p ulation  centers o f  northw est A lask a: N om e and K o tz e b u e , and at tim es also m ake sales o u t o f  the region. In 1976, N o m e  stores sold approxim ately  100,000 p ounds o f  reindeer m eat, w hile stores in K o tz e b u e  sold a p p ro x im a tely  5 4 ,0 0 0  pounds o f  reindeer m eat. D uring the w inter o f  1 976-1977, reindeer retail cuts sold fo r  ap p ro xim ately  $ 1 .7 0  per p o u n d  as stew  m eat, $ 1 .9 0  per pound as shoulder cu ts , and $ 2 .0 0  per p o u n d  as hind cuts in N o m e and K o tz e b u e . Prices fo r  a co m p etin g  source o f  protein in N o m e , A la sk a , were given in the M arch 1977 Quarterly F o o d  Price
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Index.  T h e y  were $ 2 .9 9  per pound for b ee f round steak, $2 .0 4  per pound fo r b e e f ch u ck  roast, and $ 1 .7 9  per pound for b e e f ham burger (T h om as, 1977). A s  w ith village stores, reindeer m eat is generally available o n ly  in N om e and K o tzeb u e  stores during w inter m onths. These stores w ould  like to  carry reindeer m eat on a year-round basis; how ever, p rod uction  is n o t large enough to  m eet this desire. Freezer facilities in the tow ns are su ffic ie n t to  hold a large supply o f  reindeer m eat during the sum m er m o n th s. These tow ns are also n o t subjected to  the frequ en t pow er outages w hich the villages exp erien ce.In the w inter o f  1 9 7 6 -1 9 7 7 , in contrast to  oth er ow ners, two herd owners m arketed their excess reindeer as live reindeer, thus e lim in atin g  the the problem s o f  buthering and m akin g m? rkcting ar­rangem ents. T hese tw o herd ow ners received $70 per head fo i these live reindeer. I f  the reindeer averaged 120 p ounds per carcass, these ow ners received 6 0  cents per p o u n d  for the dressed m eat. H ow ever, th ey  did n o t pay any costs o f  slaughter. T his m arketing o p tio n  may­be cu rren tly  available o n ly  to  these tw o ow ners as th ey  m anage their herding op eration s on the one area o f  the Sew ard Peninsula w hich has a road system . T h is m akes it relatively easy and inexpensive for m eat buyers to reach the reindeer.
A lask a  R eindeer M e at P ro d u ctio n : 1960-1977T o ta l p ro d u ctio n , sales, and hom e and herd use o f  reindeer slaughtered by A la sk a  reindeer herd owners fo r  the years 1 9 6 0 -1 9 77  are provided in T a b le  18. T h is period was ch a ra cte riz e d h y  generally increasing p ro d u ctio n  u n til 1968, at w hich tim e a general decline can be n o te d . From  1960 through 1 96 8 , e x ce p t fo r  the years 1962 and 1967, to ta l p ro d u ctio n  increased y e arly . In 1968, total prod uction  am ou nted  to  7 5 4 ,0 0 0  p oun ds o f  dressed reindeer m eat, 6 0 8 ,0 0 0  pounds o f  sales, an d  1 46 ,0 00  p oun ds o f  reindeer m eat used in hom e and herd o p eration s. D uring this same period , the value o f  prod u c­tion generally  increased, w ith the value o f  p rod u ction  estim ated to  be $ 3 2 4 ,0 0 0  in 1968.F ro m  1969 throu gh 1977, prod uction  generally declined with 1976 being the low  p o in t w hen o n ly  2 86 ,0 00  pounds o f  p rod uction  o ccu rred : 2 3 4 ,0 0 0  p oun ds o f  sales and 5 2,000 p ounds o f  hom e and herd use. In 1977, p ro d u ctio n  rebounded over the previous year as3 12 ,0 00  pounds o f  p rod u ction  was accom plish ed . T he value o f  p rod u ction  fo llow ed  the q u a n tity  o f  p rod u ction  through 1972. H ow ever, in 1973, alth o u gh  p rod uction  was low er than the previous year, the value o f  this p rod u ction  was $ 1 6 ,0 0 0  greater. A g a in  in
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Table 18. Production and Sale o f  Reindeer Meat by Alaskan Reindeer Herders, 1960-1977.T o ta l Prod uction Sales 1 io n ic  and 1Herd UsePounds V a lu e Pounds V alu e Pounds V alu eY e a r D r. W t.a ( J ) b D r. W t.a ($ )b D r. W t.a ($»“1977 312 275 256 225 56 501976 286 243 234 199 52 441975 345 308 287 257 58 511974 300 205 220 150 80 551973 324 182 261 144 63 321972 328 166 239 121 89 451971 456 235 365 188 91 471970 615 300 479 241 136 591969 585 277 458 219 127 581968 754 324 608 260 146 641967 692 265 517 188 175 771966 701 249 546 190 155 591965 637 2 4 2 1 '.I 522 200 115 421964 660 254 504 195 156 591963 490 179 394 138 96 411962 482 182 372 139 110 431961 485 181 364 136 121 451960 450 180 330 132 120 48
a D r. W t. = Dress W eight (in thousands o f  pounds).(in thousands o f  dollars).S o u rce : A lask a C ro p  and Livestock R e p o rtin g  Service 1973-1978.



1974, p ro d u ctio n  fell b u t the value o f  the p rod uction  increased over the previous year. T h e largest slaughtei since 1971 occurred in 1975. This fa c to r , com bin ed w ith increased m eet prices, raised the value o f  reindeer m eat produced in A lask a  to  $ 3 0 8 ,0 0 0 , a figure o n ly  ex cecdcd b y  the value o f  the 1968 p ro d u ctio n . T h e 1968 slauBhter was4 0 9 ,0 0 0  p oun ds greater than the q u a n tity  o f  reindeer m eat p roduced in 1975. In both 1976 and 1977, m eat p rod uction  was below  the level o f  1975 w ith per pound carcass m eat values rem aining rela­tively stable in these years.A s  w ith total reindeer num bers in A la sk a , the overall d ecline in reindeer m eat p rod u ction  betw een 1960 and 1977 w as caused largely by the d ecline o f  the N un ivak Island reindeer h erd , instead o f  a general d ecline in reindeer num bers in all areas o f  A la sk a . In I9 6 0 , the N univak herd totaled  1 6,000 reindeer, o f  w hich 1,625 were b utchered. In 1964, this herd totaled 13,200 reindeer, and o f  this num ber 2 ,8 2 6  were b u tch ered ; w hile in 1968 the herd totaled 10,200 and 1,749 reindeer were b utch ered. H ow ever, in 1976, this herd had decreased to  4 ,0 0 0  reindeer, o f  w hich o n ly  301 were butchered. T h e  1977 slaughter consisted o f  187 reindeer. I f  these carcasses averaged 120 p o un ds, N un ivak accou nted  for 195,000 pounds o f  the reindeer m eat slaughter in A lask a in 1960, 3 3 9 ,1 2 0  pounds in 1964, 2 0 9 ,8 8 0  pounds in 1968, 36,120 p oun ds in 1976, but o n ly  2 2 ,4 4 0  p ounds in 1977.
Seward Peninsula R eind eer M eat Sales: 1960-1977R ein d eer m eat sales b y  herds on the Seward Peninsula fo r  the years 1960-1977 are given in T able  19. T h is table does n o t include the reindeer m eat used b y  herd ow ners in hom e and herd op eration s. (E x cep t fo r  1976, hom e and herd operation in fo rm atio n  has n o t been available since 1971. In 1976, ap p roxim ately  400 carcasses [4 8 ,0 0 0  pounds] were used fo r these purposes.) T h e  q u a n tity  o f  m eat sales by Sew ard Peninsula herds did n o t decline from  beginning to  end fo r the period 1 960-1977, a lthough a decline was seen in prod uction  by A lask a  reindeer herds as a w hole. T his occurred because reindeer num bers have rem ained relatively co n stan t on the Peninsula since 1960, varying from  a high o f  22,168 in 1966, to  a low o f  16,369 in 1968. In 1976, the estim ated num ber o f  reindeer was 1 7 ,4 2 5; w hile in 1977, reindeer were estim ated at 17,800 anim als.T h e value o f  reindeer m eat sales on the Sew ard Peninsula show ed an overall increase during this period . In 1960, the value o f

Table 19. Reindeer Me:
1960-1977.

Y ea r E st. N o . Reind< on'Sew ard Per1977 17,8001976 17,4251975 2 0 ,6 0 01974 n/a k1973 17,3971972 19,8281971 n/a1970 2 0,2 9 21969 17,0091968 16,3691967 18,7951966 2 2,1 6 81965 18,9441964 2 0 ,4 4 91963 18,8801962 1 7,9 4 01961 16,4051960 18,529
aCarcasses assum ed t( able.^n/a = data n o !t availal Sources: U .S . D e p t.R e p o rts 19c Service 197
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ncreascd over irrcd in 1975. d th e  value o f  ixirc o n ly  ex- slaughter was ica t produced vas below  the m ain in g rela-rall decline in :a u se d  largely instead  o f  a sk a . In 1960, i 1 .625 were r, a n d  o f  this h erd  totaled in 1 97 6 , this ily  301 were leer. I f  these fo r  195.000 ’ 6 0 . 339,120 ;nds in 1976,

nsulx for the i n o t  include J  operations, lion has not00 carcasses quam tity o f>m beginning was seen in his occurred stanc on the n 19ot6, to a r o f  reindeer1 at 17,800-d Peminsula the v a lu e  o f

T able 19. R eindeer M eat Sales b y  Seward Peninsula Reindeer Herders, 1 9 6 0 -1 9 7 7 .
Y e a r E st. N o . Reindeer on Sew ard Pen. N um ber Carcasses So ld Pounds M eat Sold V alu e(dollars)1977 17,800 1,974 2 36 ,9 20 a 201,3801976 17,425 1,820 218,400a 185,6401975 2 0 ,6 0 0 1,766 21 l,9 2 0 a 158,9401974 / bn/a 1,164 139,680a 97,7761973 17,397 n/a n/a n/a1972 19,828 n/a n/a n/a1971 n/a 2,263 2 71 ,5 60 141,2111970 2 0 ,2 9 2 2,168 260,160 130,0801969 17,009 1,792 215,040 103,2191968 16,369 3,505 4 2 0 ,6 0 0 176,6521967 18,795 2,434 292 ,0 80 105,14819 66 2 2,1 6 8 2,790 334,800 113,8321965 1 8,944 1,527 183,240 69,6311964 2 0,4 4 9 1,266 147,120 51,4921963 1 8,880 1,043 125,160 46.3091962 1 7,940 1,339 160.680 59,2291961 16,405 912 109,440 40,4921960 18,529 688 8 2 ,5 6 0 38,064
aCarcasses assumed to average 120 pounds, actual figures not avail­able.^n/a = data n o t available.Sources: U .S . D e p t, o f  the In terior, B IA , A n n u a l Land O peration R ep orts 1 96 0 -1 9 7 1 , A laska C rop  and Livestock R eporting Service 1 9 7 3 -1 9 7 8 , R eindeer Herders, B L M  Case Files.
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reindeer meat sales to  herd owners on the Seward Peninsula am ount­
ed to $ 3 8 ,0 6 4 . In 1977 , the value o f  re indeer meat sales was esti­
mated at $ 2 0 1 ,3 8 0 , the highest value in a ll the listed years.

Price Received by Herders: 1 9 6 0 -1 9 7 7

The average price per pound received by A laska re indeer herd 
owners fo r  reindeer meat fo r  the years 1 9 6 0 -1 9 7 7  is provided in 
Tab le 2 0 . F rom  1 9 60  th rough 1 9 6 8 , the price per pound remained

Tab le 2 0 . Price per Pound Received by Herd Owners fo r  Reindeer 
Meat, 1 9 6 0 -1 9 7 7 .

Year
Price per Pound 

(cents) Y ear
Price per Pound 

(cen ts)
1977 8 5 a 1968 4 2
1976 85 1967 36
1975 75 1966 34
1 974 7 0 1965 38
1973 55 1 9 64 35
1972 51 1963 37
1971 52 1962 37
1970 50 1961 37
1969 48 1960 4 0
aJanuary-August.
Sources: U .S . Dept, o f  the In te rio r , B IA  Annual Land Opera tion

Reports 1 9 6 0 -1 9 7 1 , A laska C rop  and Livestock 
Reporting  Service 1 9 7 3 -1 9 7 6 , Reindeer Herders.

re la tive ly  stable, averaging 37 cents per pound . In 1969 , the price 
rose 6 cents over the 1968  price o f  4 2  cents. In the period  1 970 - 
1973 , the price rose s low ly , reaching 55 cents in 1973 . The period 
from  1 9 7 4 -1 9 7 7  was one o f  rapid changes. The 1 9 74  price rose 
15 cents. In 1975 and 1976 , the price rose 5 cents and 10 cents, 
respective ly , over the preceding year. In 1976 , herd owners received 
85 cents per pound fo r  their re indeer meat. This price prevailed until 
the end o f  August, 1977 .

There are a number o f  reasons suggested in econom ic theory’ fo r 
the increase in price received by A laska re indeer herd owners fo r  
carcass reindeer meat (B u rk , 1 9 68 ). The fo llow ing  factors have 
tended to increase the consumer demand in noithwest A laska:

popu lation grow th in t 
residents, increased tr 
ceived preference fo r 
creases o f  substitutes t 
A rctic Caribou Herd. 1 
mated that the region 
(M aune luk Associatior 
state-imposed huntini 
caribou . On the supph 
as evidenced by numi 
showing some variatio 
since 1 9 69 , averaging 
Peninsula reindeer he 
stable re indeer supplyProtein Contribution t

As noted earlier, 
on Seward Peninsula 
.3 2  carcasses per villag 
villages w ith herds) o 
Sales to village resia 
app rox im ate ly  1 ,550  
pounds each, w ou ld r< 
bining the town (Non- 
o f  the villages (6 ,2 4 9  
r.ieat consumed regarc 
im ate ly 2 3 4 ,0 0 0  pour 
37 pounds fo r  the Se 
o f  reindeer meat in th 
from  both wage-meat

The figures fo r  r 
to  villagers. In the ti 
meat in this manner, 
bue re flect a hig»..r p 
do the figures fo r  th 
fo llow ing  meat const 
so they buy the cus; 
nove lty  to  them . Thi> 
o f  reindeer meat in 
villages. Part o f  the r 
a greater oppo rtu n ity

134



'Ula arnount- 
dcs was esti- 
s.

iindee r herd 
provided in 

nd remained

o r Reindeer

• per Pound 
i cents)

42
36
34 
38
35
37 
37 
37 
4 0

Operation
ick
iers.

9, the price 
eriod 1 9 70 - 
The period 

I- price rose 
d 10 cents, 
ers received 
•vailed un til

;  theory fo r  
owners fo r  
ictors have 
.*st A laska:

popu la tion  grow th in the region, increased earned incomes or region 
residents, increased transfe r payments such as food  stamps, a per­
ceived preference fo r  re indeer and caribou meat, general price in­
creases o f  substitutes fo r  these meats, and the demise o f  the Western 
A rctic Caribou Herd. In 1974 , the NANA Regional C orpora tion  esti­
mated that the region ’s residents consumed 1 4 ,0 0 0  caribou annually 
(M aune luk Association, Inc., 1 9 7 4 ). During the w inter o f  J 9 7 6 -1 97 7 , 
state-imposed hunting restrictions lim ited the harvest to 3 ,0 0 0  
caribou. On the supp ly side, supplies o f  reindeer in northwest A laska, 
as evidenced by numbers o f  animals annually slaughtered, although 
showing some variation up and down, have remained re la tive ly stable 
since 1 9 6 9 , averaging an annual sale o f  1 ,835  carcasses from  Seward 
Peninsula reindeer herds. Increasing demand with a comparative ly 
stable re indeer supp ly has put upward pressure on  prices.

P rote in C on tribu tion  o f  Reindeer

As noted earlie r, the per capita consumption o f  reindeer meat 
on Seward Peninsula from  wage-meats (4 0 0  carcasses) in 1976  was 
.32 carcasses per village resident per year (1 ,2 3 3  residents in the eight 
villages w ith herds) o r app rox im ate ly  39 pounds o f  reindeer meat. 
Sales to village residents and to village and town stores totaled 
app rox im ate ly  1 ,5 5 0  animals in 1976 , which, at an average o f  120 
pounds each, w ou ld represent some 1 8 6 ,0 0 0  pounds o f  meat. C om ­
bining the town (N om e and K o tzebue ) popu la tion  figures with those 
o f  the villages (6 ,2 4 9  peop le , 1975 figures) and tota ling  all reindeer 
meat consumed regardless o f  by what means it was obtained (app rox ­
im ate ly 2 3 4 ,0 0 0  pounds), y ie lds a per capita consumption figure o f  
37 pounds fo r  the Seward Peninsula. Thus, per capita consumption 
o f  reindeer meat in the towns and in the villages on  Seward Peninsula 
from  both wage-meats and purchases was about equal.

The figures fo r  the villages re flec t the payment o f  meat as wages 
to villagers. In the towns, there are few people who earn reindeer 
meat in this manner. A dd itiona lly , the figures fo r  Nom e and K o tze ­
bue re flec t a higher percentage o f  non-Natives in the popu la tion than 
do the figures fo r the villages. The non-Native buyers are probab ly 
fo llow ing  meat consum ption patterns developed in the “ lower 4 8 , ”  
so they buy the custom ary meats rather than reindeer, which is a 
novelty to  them . This implies that the per capita Native consumption 
o f  reindeer meat in the towns may actua lly be higher than in the 
villages. Part o f  the reason may be that people living in villages have 
a greater opp o rtu n ity  to obtain other trad itional foods.
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Recent studies o f  the impacts o f  Eskim o accu ltu ra tion  in terms 
o f  diet are reported  by D raper (1 9 7 7 ) .  A lthough direct comparisons 
are not possib le, there exists the high p robab ility  that Seward Penin­
sula villages are rough ly com parab le to Wainwright and Po in t Hope, 
where data arc available. A t these villages, a study o f  d iet in 1971 
and 1972  concluded that:

W ainw right adults obtained nearly h a lf o f  the ir ca lories 
from  native sources and abou t three-quarters o f  the ir p rote in . 
A t Po in t Hope, where d ietary accu ltu ration is m ore extern 
sive, less than one-quarte r o f  the calories in the adu lt diet 
were obtained from  indigenous foods, which nevertheless 
provided over h a lf o f  d ietary prote in . The p ro p o rt io n  o f  
native fo o d s  in the diet o f  ch ild ren , on  the average, was about 
h a lf that in the diet o f  adults. (D rape r, 1 9 7 7 ).

Since caribou were present near both o f  these villages in the two 
years studied, we assume that they made up a p o rtion  o f  the diet. 
Caribou and reindeer are v irtu a lly  identical in com pos ition  and 
nu tritive value (U n ive rs ity  o f  A laska, 1 9 73 ). G ranted these assump­
tions and having a lready indicated that there is a high per capita 
consum ption o f  reindeer on Seward Peninsula, it is suggested that 
re indeer represent a significant con tribu tion  to the p rote in  intake 
and, consequently , the overa ll health o f  the Seward Peninsu la p opu ­
la tion .

Tab le 21 is presented to show  comparative nu trition a l data fo r  
reindeer and o th e r meat products. A  comparison o f  the figures in 
T ab le  21 shows that re indeer is a high-protein , red-meat source, low  
in fa t and high in ca lories. Its low er cost relative to these o th e r meats 
has been discussed. C oup led w ith the fact that it is a lo c a lly  desired 
p roduct, one can see the Vi e o f  re indeer meat as a p ro te in  source 
fo r  northwest A laska.

The study by D raper ( 1 9 7 7 )  contains im plications fo r  the 
health o f  the residents o f  this reg ion .

While the prim itive Eskim o was beset by serious nu tri­
tiona l crises, these p rob lem s arose no t from  deficiencies in 
the qua lity  o f  his native diet but from  periodic breakdowns 
in his fo od  supp ly as a resu lt o f  natural fo rc e s . . . .  He ate a 
balanced diet fo r  one simple reason: there was lit t le  else to 
eat. The m odern E skim o has fo r  the firs t time the op p o rtu ­
n ity to make significant fo od  choices. Presented w ith an 
array o f  exotic  new food s which he is not equipped by 
personal experience o r education to evaluate, he tends to
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Harvesting o f  Reindeer A n tle r

Velvet an tle r can be harvested on ly  at summer handlings. In 
order to overcom e the trad itiona l d ifficu lties o f  summer herding, the 
herds are now driven in to the corra ls fo r an tle r harvesting by a 
he licopter swinging back and fo rth  behind the reindeer. This is a 
faster method than the herding on fo o t which was used until a few 
years ago. Once a herd is co rra lled , the reindeer are pushed single file  
through a chute at the end o f  the "o rra l. As each adu lt reindeer 
moves through the chute it is held by fou r men and most o f  its an tler 
is removed using a hand-held cutter. A rubber band is twisted around 
the remaining an tle r to prevent excessive bleeding. The smaller ca lf 
antlers are le ft intact.

A n tle r is harvested at the end o f  June o r during the first part o f  
Ju ly  because it is during this period that the an tle r is most desirable: 
it is the largest size possib le, but the inside o f  the an tle r still has a 
spongy texture. I f  the an tle r is a llowed to continue to develop, it 
eventua lly  becomes com p le te ly  ossified. F o r this reason, antler 
buyers p re fe r no t to  purchase an tle r a fte r the m idd le o f  Ju ly .
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Price H istory

The price per pound received by reindeer herd owners fo r  velvet 
an tle r has increased steadily in recent years. In  1969 , herd owners 
received S I . 0 0  per pound . In 1972 , the price rose to S 3 .5 0  per 
pound ; in 1975 , to  $ 4 .3 2  per pound ; and by 1976 , the price had 
risen to  $ 5 .5 8  per pound . These price increases lik e ly  arc a result o f  
add itiona l buyers attem pting to purchase reindeer antlers. In 1977 , 
tw o d iffe ren t prices were received. Except fo r  one herd, a ll owners 
on the Seward Peninsu la were under a m u ltiyea r contract and re­
ceived S 8 .0 0  per pound . One herd received S 2 3 .7 6  per pound fo r  its 
velvet an tle r p roduction  in 1 9 77 , the result o f  com petitive bidding.

The sale o f  re indeer velvet an tle r has become an increasingly 
im portan t source o f  income to A laska reindeer herd owners. Based 
on in fo rm a tion  supplied by buyers and herd owners, the pounds and 
the value o f  sales fo r  a ll A laska reindeer herds fo r  the years 1975- 
1977  are presented in Tab le 22 . During these th ree years the quanti­
ty  so ld  remained re la tive ly  stable. Price received, however, increased 
yea rly , to  where, in 1 9 77 , the value o f  sales m ore than doub led the 
1975 leve l. The Seward Peninsula (Tab le 2 3 ) accounted fo r  all sales



o f  velvet an rle r from  A laska fo r  the years 1976  and 1977 . In 1975 , 
an tle r sales from  Nunivak Island accounted fo r  S 5 .3 1 0  (8  per cent) 
o f  to ta l sales.

Table 24 . Value o f  Rein

Table 22 . Velvet A n tle r Sales — 
A laska, 1 9 7 5 -1 9 7 7 .

Table 2 3 . Velvet Antler Sales — 
Seward Peninsula, 1 9 7 5 -1 9 7 7 .

Y ear Pounds Sale Value Year Pounds Sale Value
1977
1976
1975

15 ,0 37
13 ,661
1 5 ,0 5 8

S 1 7 1,673 
7 9 ,0 8 5  
6 5 ,8 2 9

1977
1976
1975

15 ,0 37
13 ,661
14 ,173

5 1 7 1 ,6 7 3
7 9 ,0 8 5
6 0 ,5 1 9

Value o f  Reindeer Products

In 1977 , the value o f  sales and home use o f  reindeer products 
from  all A laska reindeer herds was estimated to to ta l S 4 7 1 .0 0 0  
(A laska C rop and Livestock Reporting Service, 1 9 78 ). O f this to ta l, 
95 percent (5 4 4 6 ,6 7 3 )  was derived from  reindeer meat and velvet 
an tler. Five percent (5 2 4 ,3 2 7 )  came from  the p roduction o f  hides, 
leggings (low e r leg skins used fo r  making m uk luks), and meat byp ro ­
ducts. On the Seward Peninsula, the value o f  the 1977 meat and 
an tler sales was estimated to to ta l 5 3 7 3 ,0 5  3. - r

The value o f  all reindeer products produced in A laska fo r  the 
years 1 972 -1977  is presented in Table 24 . This p roduction  value 
includes reindeer meat and meat byproducts, velvet an tler, and 
reindeer hides and leggings. It includes meat and meat byproducts 
used in the home and/o r fo r  herd opetations. F o r the years 1972- 
1977 . with the exception o f  1 9 77 , the to ta l value o f  a ll p roduction 
increased yea rly . This increased value was due largely to increased 
prices fo r  reindeer meat and velvet an tler. Reindeer meat production 
from  all A laska herds actua lly  showed a downward trend in the years 
1 9 72 -1977 , as was discussed previously .

The value o f  reindeer meat sales and velvet an tle r sales on the 
Seward Peninsula fo r  the years 1975 through 1977 is provided in 
Tab le 25 . (Th is table was constructed w ith data from  interviews gath­
ered by interview ing herd owners and an tle r buyers, and the exam i­
nation o f  BLM  case files .) The value o f  hides and meat byproducts is 
not available, but lik e lv  accounted fo r  on lv  an additiona l fou r to five

Year Reindeer Mi
1977 5 2 7 5 ,0 0 0
1976 2 4 3 ,0 0 0
1975 3 0 8 ,0 0 0
1974 2 0 5 ,0 0 0
1973 18 2 ,0 0 0
1972 . 1 6 6 ,0 0 0

in c lu d e s  sale o f  live rei
Source: A laska C rop an

Table 25 . Value o f  Rein.
1 9 7 5 -1 9 7 7

Year Reindeer Me
1977 5 2 0 1 ,3 81976 185,64-1975 158 ,9 4 .

per cent o f  to ta l value, f  
1 976 , an increase o f  41 
higher an tler prices ben 
creased by approximate! 
duction rose by 5 9 2 ,5 7 3
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1 9 7 7 . In 1975 , 
10 (8  per cent)

Antler Sales — 
x, 1 9 7 5 -1 9 7 7 .

Sale Value
5 1 7 1 ,6 7 3

7 9 .0 8 5
6 0 ,5 1 9

Table 24 . Value o f  Reindeer P roduction -A laska , 1 9 7 2 -1 9 7 7 .
A ntle r, Hides and 

Year Reindeer Meat Meat Byproducts T o ta l
1977
1976
1975
1974
1973
1972

5 2 7 5 .0 0 0
2 4 3 .0 0 0
3 0 8 .0 0 0
2 0 5 .0 0 0
1 82 .0 00  
1 6 6 ,0 0 0

5 1 9 6 .0 0 0
2 5 8 ,0 0 0 J
8 3 .5 0 0
6 0 ,0 0 0
3 4 .0 0 0
4 9 .0 0 0

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

in c lu d e s  sale o f  live reindeer.
Source: A laska C rop and Livestock Reporting Service 1 9 73 -1978 .

Table 25 . Va lue o f  Reindeer Product Sales -  Seward Peninsula. 
1 9 7 5 -1 9 7 7 .

•indeer products 
total S 4 7 1 ,000  

■!). O f this to ta l, 
■neat and velvet 
iuction o f  hides, 
and meat bvpro- 
1977 meat and

n Alaska fo r  the 
production value 
lvet antler, and 
neat byproducts 
the years 1972- 

>f all p roduction 
tely to increased 
meat production 
rend in the years

Year Reindeer Meat Sales A n tle r Sales T ota l
1977
1976
1975

5 2 0 1 ,3 8 0
18 5 ,6 4 0
1 5 8 ,9 4 0

5 1 7 1 ,6 7 3
7 9 ,1 0 0
6 0 ,5 0 0

S 3 7 3 ,05  3 
2 6 4 ,7 4 0  
2 1 9 ,4 4 0

per cent o f  to ta l value. Sales in 1977  were S 1037313 greater than ir 
1 976 , an increase o f  41 per cent. Most o f  the increase was due tc 
higher antler prices between 1976  and 1977 . A n tle r p roduction in­
creased by app rox im ate ly  ten per cent while the value o f  antler p ro ­
duction rose by 5 9 2 ,5 7 3 , a 117  per cent increase.

u le r sales on the 
'7 is provided in 
i interviews gath- 

and the exami- 
eat byproducts is 
lona l fou r to five
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