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PREPARED BY ALASKA TIMBER JOBS TASK FORCE

ADMINISTRATIVE ORDER 258:

FINAL REPORT

ALASKA TIMBER JOBS TASK FORCE

The Alaska Timber Jobs Task Force is 2 combined federal, state, private industry, and community group appointed by

Governor Parnell to review and recommend actions related to:

¢ management of state-owned forest land, establishment and expansion of legislatively-designated state forests, and
state timber hatvesting statutes and regulations, and

® Tongass National Forest management, southeast Alaska land ownership, southeast Alaska timber demand and
supply, statewide cutrent and potential wood products, and additional research needs.

Membershi

Chris Maisch State Forester (Task Force Chair) | Alaska Department of Natural Resources, Division of Forestry
Randy Bates Director Alaska Department of Fish and Game, Division of Habitat
Brad Cox Logging and Milling Associates Alaska Forest Products Industry

Bryce Dahlstrom | Viking Lumber Company Alaska Forest Products Industry

Owen Graham Alaska Forest Association Alaska Forest Products Industry

Alaska Department of Commerce, Community, and Economic Development,

e sl Division of Economic Development

Ruth Monahan! Deputy Regional Forester United States Department of Agriculture, Forest Service, Alaska Region
Elaine Price Resident Southeast Alaska communities
Randy Ruaro Deputy Chief of Staff Office of Governor Pamell

Contact information, meeting notes, reports, and additional information about the Alaska Timber Jobs Task Force may
be found at: http://forestry.alaska.gov/aktimber jobs taskforce.htm

! Note: USFS liaison to Task Force, non-voting member. The USFS abstains from endorsing the findings and recommendations in this report.
The USFS disagrees with several of the findings in Administrative Order No. 258. Many of those findings are at issue in ongoing litigation,
including litigation the State of Alaska has initiated against the federal government. The USFS participation on the Task Force is limited to
furthering the exchange of information and participation and should not be interpreted as agreement with findings or recommendations of the
Task Force. The USFS is committed to continuing to manage the Tongass in accordance with applicable federal law and the Tongass forest plan,
including the objectives of creating economic development opportunities and jobs for Alaska communities.
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EXECUTIVE SUMMARY

Between July 2011 and June 2012, the Alaska Timber Jobs Task Force (hereafter Task Force) reviewed and discussed
numerous issues affecting Alaska’s timber industry. This report summarizes the Task Force’s recommendations to
address all objectives detailed in Section 2 (Purpose) of Administrative Order 258 (Appendix 1), with a particular focus
on job creation and economic development.

In sum, the Task Force identified the following priority statewide issues that present the greatest impediment to job
creation and economic development for Alaska’s timber industry:

1. Timber supply;
2. Workforce development; and
3. Public education and outreach.

ALASKA’S WORKING FORESTS

Alaska’s federal and state forests have the potential to be a model of sustainability, including environmental, social, and
economic objectives. The “Working Forest” concept embraces diverse and broad objectives related to utilizing natural
resources, providing jobs, stimulating local economies, and supporting communities. These broad objectives have the
potential to unify diverse stakeholders and interest groups while framing many of the State of Alaska’s short- and long-
term goals.

Working Forests:

1. Support industries that use Alaska’s natural resources on a sustained-yield principle based on multiple-use
management, consistent with public interest;

2. Manage timber resoutce production on a rotational basis to provide for a fully-integrated timber industry
capable of producing a variety of products; and

3. Attract private-sector investment that establishes businesses, creates jobs, and provides community stability.

FINDINGS

The timber industry is vitally important to Alaska’s statewide and regional economies. Timber industry challenges and
opportunities vary by region, including Southcentral, Intetior, and Southeast Alaska.

SOUTHCENTRAL AND INTERIOR

The timber industry in Intetior Alaska is experiencing slow, but steady growth as wood biomass projects are developed
to meet community needs for economic space heating and electrical generation. Projects at both small and large scales
are made possible by state forest management policies that provide a sustainable, long-term supply of wood from state
forests and other state lands.

In Southcentral, the creation of the Susitna State Forest would aid in developing access to lands, which in turn will
increase timber sales for small mills and commercial firewood businesses. Other multiple use activities, such as
personal use firewood, hunting, and other recreational uses will also benefit.
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SOUTHEAST

The principal battier to job creation in southeast Alaska’s (Southeast) timber industry is insufficient timber volume
from the Tongass National Forest (NF). Over the past decade (2001 — 2011), the Tongass NF has offered
approximately 43% of the volume needed to meet its volume under contract (VUC) sale objectives identified in USFS
annual timber demand reports (Appendix 9). Since the 2008 Tongass Land and Resource Management Plan (TLMP)
amendment, the Tongass NF has offered only 33% of the volume the agency deems necessary to comply with Section
101 of the Tongass Timber Reform Act (TTRA), which requites the United States Department of Agticulture (USDA)
to “...seek to provide a supply of timber from the Tongass National Fotest which (1) meets the annual market demand
for timber from the forest and (2) meets the annual market demand from such forest for each planning cycle.”?

Uncettainties and exotbitant costs associated with the National Environmental Policy Act (NEPA) and invalidation of
the Tongass Exemption to the 2001 Roadless Area Conservation Rule exacerbate the challenge of supplying sufficient

timber volume from the Tongass NF to maintain an integrated timber industry capable of contributing meaningfully to
the region’s economy. The Task Fotce finds that:

1. The downward spiral of the Southeast timber industry has adversely affected Southeast communities, schools,
and local economies;

2. Federal policies and management practices fail to provide sufficient timber supply for Southeast’s timber
industry;

3. The current USDA “Transition Framework” and associated USDA “Investment Strategy” for economic
development being implemented in Southeast proposes to limit and then accelerate transition away from the
traditional timber sale program on the Tongass NF in favor of young growth hatvest and restoration activities,
which is an uncettain alternative for sustaining Southeast communities; and

4. Environmental groups have exerted undue influence over USFS policy and direction related to national forest
management in Alaska.

RECOMMENDATIONS

Task Force work and recommendations spanned eight substantive areas of interest including: 1) management of state-
owned forests; 2) expansion of legislatively-designated state forests; 3) establishment of legislatively-designated state
forests; 4) State of Alaska timber harvesting statutes and regulations; 5) Tongass National Forest ownership and
management; 6) timber demand and supply; 7) wood products development; and 8) additional research needs.

Recommendations for each substantive atea include short-, mid-, or long-term designations that refer to the estimated
timeframe for action on the item: (S) = one to two years; (M) = three to four years; and (L) = five or more. Highest
priority recommendations (Appendix 12) are denoted by an asterisk (¥). Purpose statements from Administrative
Order 258 are included to provide context and background for each set of recommendations.

2 To the extent consistent with providing for the multiple use and sustained yield of all renewable forest resources
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MANAGEMENT OF STATE-OWNED FOREST LAND

Administrative Order 258, Section 2, Task 1
Review, analyze, and prepare recommendations regarding management and care of the state forests that will lead to economical traditional
timber harvests in the future.

1. (S) Establish a “Roads Office” in the Department of Natural Resources (DNR) to facilitate the planning and
construction of resource development roads and access. As patt of this recommendation, increase DNR’s one
time procutement level to $20 million. (See Appendix 2).

2. (S-M) Provide funding for basic and increased road maintenance and infrastructure development on the
expanding statewide forest road system on state lands, especially on state forests. Current funding needed to
implement this recommendation is estimated at $2.0 million.

EXPANSION OF LEGISLATIVELY-DESIGNATED STATE FORESTS

Administrative Order 258, Section 2, Task 2
Review, analyze, and prepare recommendations for future additions of state land to existing state forests.

1. (S) Tanana Valley State Forest: add remaining 1,124,613 acres of forest classified lands from the Tanana Basin
Area Plan.

2. (M-L)* Southeast State Forest: add two million acres of National Forest System lands from the Tongass NF
(also see recommendation 1 under Task 5).

ESTABLISHMENT OF LEGISLATIVELY-DESIGNATED STATE FORESTS

Administrative Order 258, Section 2, Task 3
Review, analyze, and prepare recommendations for the creation of new state forests where the primary emphasis on use will be for timber
harvests and creation of economic development opportunity and jobs for Alaskans and their families

1. (S-M) Pursue creation of the following new State Forests:
O Susitna State Forest — 763,200 acres. (See Appendix 3).
0 Copper River Valley State Forest — 435,179 actes
0 Kenai State Forest — 154,726 acres (83,179 Kenai Peninsula and 71,547 Cook Inlet)
O Icy Bay State Forest — 34,686 acres

STATE TIMBER HARVESTING STATUTES AND REGULATIONS

Administrative Order 258, Section 2, Task 4
Review, analyze, and prepare recommendations for amendments to state statutes or regulations governing timber harvesting that will lead to
the creation of economic development and jobs for Alaskans and their families and communities

1. (S) 11 AAC 71.045. Negotiated Sales (e). This regulation currently limits the length of a contract
negotiated under the conditions of AS 38.05.115 to one year, and prevents contract extensions.
Amending 11 AAC 71.045 (e) to allow 2-year contracts for small negotiated sales would provide the

3 Total acres from Susitna Area Plan (1985), Southeast Susitna Area Plan (2009), and Susitna Matanuska Area Plan (2011).
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state a better tool for addressing the needs of small operators by providing them with longer windows
of secure timber for their businesses (Appendix 4).

2. (S) AS 38.05.118. Negotiated Sales. Amending the following sections of this statute would allow the state
increased flexibility using negotiated timber sales to meet local manufacturing needs (Appendix 4).
O Amend statute AS 38.05.118(a) to require that the appraised value of the timber be re-determined
every five yeats.
O Amend statute AS 38.05.118(c) so only one of the three conditions has to exist within two yeats.

* 11 AAC71.055. Negotiated sales under AS 38.05.118. This regulation would require
amendment to reflect changes to AS 38.05.118 recommended above.

3. (S) AS 38.05.945. Notice. Add the following language as Section (E) under AS 38.05.945(b) (3):
© (E) Notice at least 30 days before the action by publication in newspapers of statewide circulation
is not required for the sale of timber on less than 640 actes or the appraised value of the timber is
less than $100,000 or the sale of timber is for a period less than five years.

4. (S) Archeological resources are important and need to be identified and protected; however, the cost of
conducting required archeological surveys can often make an otherwise economical small timber sale
uneconomical. Moreover, these sutveys present significant costs for the DNR, Division of Forestry
(DOF) when prepating larger state timber sales. Although the Task Force did not identify any statutory or
regulatory amendments related to the State Historical Preservation Act (Appendix 5), the Task Force
recommends the DOF and State Historical Preservation Office (SHPO) continue to work cooperatively to
develop:

O Programmatic work agreements;
© Joint funding agreements/requests to fund survey work; and
© Increased communications (formal and informal).

TONGASS NATIONAL FOREST LAND OWNERSHIP AND MANAGEMENT

Administrative Order 258, Section 2, Task 5

Review, analyze, and prepare recommendations related to state land selections in the Tongass National Forest and identification of lands
already selected and conveyed or pending that have little or no economic use but may have other value and identification of federal lands for
which an exchange could be offered to the federal government.

1. (M-L)* Putsue state ownetship and/or management authority of two million acres of National Forest System
lands in the Tongass NF to support an integrated timber industry in Southeast.

2. (S-L)* Work jointly with other states/entities seeking change in the management of federal lands. Possible
changes include the concepts of “trust” or state management of federal lands, the transfer of federal lands into
state ownership, adjustments to the Alaska Statehood Act by Congress and measures to force the federal
agencies, primarily the USFS, to increase timber harvest.

3. (S) Support finalization of Sealaska’s outstanding land entitlements, Alaska Mental Health Trust’s
administrative land exchange with the USFS, and settlement of land entitlements for the unrecognized
Southeast Alaska Native Communities.
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4.

(M) Pursue an administrative land exchange with the federal government of approximately 250,000 acres of
existing state-owned lands; dispersing the newly-acquired lands among Southeast communities and boroughs
for community development and economic diversification.

TIMBER DEMAND AND SUPPLY

Administrative Order 258, Section 2, Task 6
Survey, study, and submit report to the state and federal government on current demand for timber in the Tongass National
Forest and specific business and economic opportunities that could be supported by such demand, if timber were supplied.

1.

(S) Support management, research, and legal efforts to assure access to adequate, consistent, and sustainable
timber supply on federal and state forest lands. The development of new wood products and increased
product diversity will lend strength to obtaining increased supply to support a diversified and sustainable forest
products industry.

(S) Provide substantive state comments during the scheduled five-year TLMP review process advocating for
community-based timber sales and timber supply approptiate to all types of business.

(S) Support additional research regarding local and regional socioeconomic impacts of declining timber supply,
declining timber industry, and USFS forest management policy and practices in southeast Alaska.

(S) Support additional research regarding the timber supply needed to support a fully-integrated timber
industry, including all direct and indirect forestry support enterprises.

(S-M) Support efforts to frame State and National Forests in Alaska as working forests for Alaska’s
communities and economies. This effort is largely one of providing resources for developing a public
education and outreach strategy regarding Alaska and its communities, peoples, and forests. Where necessary,
address misinformation about forest management in Alaska.

Administrative Order 258, Section 2, Task 7
Review, identify, and report quarterly to state and federal governments on possible timber sales in the Tongass National Forest that would
meet demand with economical timber sales, including the identification of possible ten-year timber sales.

1.

(S)* Utilize all political and policy avenues to ensure — in addition to all current timber sale projects on the
Tongass NF — the USFS begins the planning process necessary to advertise four ten-year timber sales, each
with an average timber volume of 15 — 20 million board feet (MMBF) pet year.

(S) Under existing memorandums and agreements with the USFS, direct state agencies to actively participate in
the scheduled five-year review of TLMP with a goal that includes promoting revisions to TLMP that would
provide an economic timber volume capable of sustaining a fully-integrated timber industry. Revisions to the
Wildlife Conservation Strategy, Land Use Designations, Scenic Integrity Objectives, and Visual Priority Routes
of TLMP are critical for achieving this objective.

(S)* Pursue all opportunities for exempting Alaska national forests from the 2001 Roadless Area Conservation
Rule.

(S) Maintain and expand the state-federal relationship and increase state participation in the internal design and
review process for timber sales and Integrated Resource Management Projects (IRMP) on the Tongass NF.
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5. (S) Review, revise, renew, and where appropriate, consolidate state-federal memorandums of understanding
governing coopetrative efforts.
©  State participation has the greatest benefit when it is consistently provided from the beginning
(Gate 1) and throughout the timber sale planning process; especially participation on the Joint
Review Team.
©  Formalize state cooperation and collaboration regarding implementation of TLMP through an
updated Memorandum of Understanding. Clarify communication, roles, points of engagement in
project planning processes, and frequency of coordination meetings.
6. (S) Continue the Gate 3 Committee, which includes state and federal staff and industry representatives.
Include the committee in the annual monitoring and evaluation process of TLMP.

7. (S) Consider seeking Cooperating Agency status available under NEPA, when appropriate, to ensute greater
participation by the state in federal decision-making.

8. (S) Support the State Tongass Team by clarifying its organization and responsibilities for engaging with the
USFS.

9. (S) Develop cooperative agreements with the USFS to improve project and permit coordination and approval.

WO0OD PRODUCTS DEVELOPMENT

Administrative Order 258, Section 2, Task 8
Review, identify, and report to the state and federal governments on current wood products and potential new products and uses,
such as biofuel and cellulosic ethanol, that could be made from timber supplied by the Tongass National Forest.

1. (S) Increase focus and support for products that utilize all primary and secondary timber resource materials.
2. (S) Promote new wood products and increased wood product diversity.

3. (S-M) Support workforce development, through established public sector programs, to improve workforce
skills, knowledge, and abilities.

4. (S-M) Support additional research regarding grading impacts, market feasibility of new wood products and
value-added wood products, full resource utilization, and maximizing product manufacturing efficiencies.

5. (S) Provide additional marketing support for high-value wood products manufacturers. Greater access to local
markets and greater marketing tools for small operators will improve this segment of the industry.

6. (S) Provide technical assistance for entrepreneurs and small businesses considering new wood products,
expanding business operations, or considering other innovative business or product development ideas.

ADDITIONAL RESEARCH NEEDS

AO258, Section 2, Task 9:
Review and submit recommended areas of research related to use of the Tongass National Forest and impacts on wildlife.

1. (S-M) Provide sufficient funding to the Alaska Department of Fish and Game to conduct research necessaty
for (Appendix 11):

o  Estimating wolf populations in Game Management Units (GMU) 2 and 3;
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0 Completing development and evaluation of DNA-based methods for estimating deet population
abundance in southeast Alaska; and

0 Estimating deer numbets in GMU 3 using DNA-based methods, and assessing causes and rates of
mortality.

APPENDICES

Appendix 1: Administrative Order 258

Appendix 2: Division of Forestry Engineering Needs for Large Construction Projects (Task 1)
Appendix 3: Susitna State Forest Public Briefing Paper and Map (Task 2)

Appendix 4: Review of Alaska Timber Sale Statutes (Task 4)

Appendix 5: SHPO Evaluation (Task 4)

Appendix 6: Task 5 Final Report

Appendix 7: State Lands and Future Exchange (Task 5)

Appendix 8: Task 6 Final Report

Appendix 9: Tongass Timber Sale Program 2001-2011 (Task 7)

Appendix 10: Task 8 Final Report

Appendix 11: ADF&G Reseatch (Task 9)

Appendix 12: High Priotity Recommendation Matrix

Appendix 13: Timber Jobs Task Force Preliminary Report to the Governor (9-15-11)
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Sean Parnell STATE OF ALASKA May 5, 2011
GOVERNOR OFFICE OF THE GOVERNOR
JUNEAU

ADMINISTRATIVE ORDER NO. 258

I, Sean Parnell, Governor of the State of Alaska, under the authority of Article III, Sections
1 and 24, of the Alaska Constitution, and AS 44.19.145(c), find and order the following:

SECTION 1: FINDINGS

1. Traditional timber harvesting and the economic development, jobs, and other
benefits provided by traditional timber harvesting are vitally important to the
communities, schools, and families of Southeast Alaska now, and will continue to
be important far into the future.

2. Southeast Alaska communities, schools, and families have been hit very hard by the
loss of major timber processing facilities and infrastructure on Prince of Wales
Island (a 25 employee sort yard, and 700 jobs in road building and logging),
Ketchikan (a 500 employee pulp mill, two 50-100 employee sawmills, and a 50-100
employee veneer mill), Sitka (a 500 employee pulp mill), Wrangell (a 100
employee sawmill, and 100 jobs in road building and logging), and the Metlakatla
Indian Reserve (the 100 employee Hemlock Mill, and 100 jobs in road building and
logging). The region has lost thousands of good paying traditional timber harvesting
jobs in the last few decades.

3. The Tongass Timber Reform Act of 1990 (TTRA) requires the federal government
to seek to produce timber sales in an amount that will meet demand.

4. Despite the Tongass Land Management Plan (TLMP) and TTRA, the federal
government has not produced enough timber to meet demand, and two of three

remaining mills (the Seley sawmill and the Silver Bay mill) have closed since the
TLMP was revised in 2008.

5. Current demand from a single remaining mid-size mill for timber, the Viking
sawmill, is greater than the amount of economic timber sales supplied by the federal
government. If this demand were met, it would allow the sawmill to add a second
shift and create jobs for more Alaskans and their families.

6. Despite the TLMP and TTRA, the federal government is currently pursuing an







