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ACTI ON NARRATI VE
1: 36: 03 PM

COCHAIR ERIC FEIGE called the House Resources Standing
Commttee neeting to order at 1:36 p.m Represent ati ves Minoz,
Foster, Dick, P. WIson, Seaton, and Feige were present at the
call to order. Representatives Herron, Grdner, and Kawasaki
arrived as the neeting was in progress.

HB 60- GEODUCK AQUATI C FARM NG SEED TRANSFER

1: 36: 20 PM

CO CHAIR FEI GE announced that the first order of business is
HOUSE BILL NO 60, "An Act relating to aquatic farm permtting
involving geoducks and to geoduck seed transfers between
certified hatcheries and aquatic farns."

1: 37: 05 PM

REPRESENTATI VE PAUL SEATON, Al aska State Legislature, speaking
as the sponsor of HB 60, showed a short video regarding
geoducks.

1: 40: 50 PM

CO- CHAIR SEATON conmented that the video illustrates that
geoducks are part of the culture of the Northwest and Sout heast
Al aska. He noted that geoducks are native to Sout heast Al aska.
He then explained that the goal of HB 60 is to provide an
econom c base for the @lf of Aaska and comunities from
Yakutat to Sand Point, places where it's difficult to establish
a new econonm c base. Farmed geoducks are worth $12-$15 per
pound when sold Ilive. He explained that geoducks are farnmed in
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sub tidal zones and nothing has to be done to them during the
peak of the sal nbn season or any other fishery, and therefore it
doesn't conflict wth other economcs in coastal Al aska.
Furt hernore, geoducks can be harvested at any tine of the year.

1:42: 30 PM

CO CHAIR SEATON infornmed the committee that HB 60 would extend
the time for getting geoduck seed, which can only be obtained
from Al aska. Geoduck seed used in Al aska cannot be inported.
Al t hough geoducks are a native species, they don't occur in the
wild north of Juneau. Therefore, geoducks from Sout heast Al aska
are taken to the Alutiiqg Pride Shellfish Hatchery, the only
certified hatchery in the state, where they are bred, spawned,
and the seed is then purchased by farmers for planting. He
expl ai ned the nmethods used to farm the geoduck seeds, which grow
to a harvest size of 1.5 pounds in about 5-7 years.

1: 44: 00 PM

CO- CHAIR SEATON clarified that HB 60 specifies that geoduck
farmng can only occur at the sub tidal level, and therefore it
won't interfere wth where boat |andings or subsistence
harvesting occurs. CGeoducks prefer a low energy beach with a
muddy, sandy bottom and thus they don't conpete with razor
clams or hard shell clans that are found in the intertidal zone,

which has a lot of energy on the beach. In the sub tidal, |ow
energy habitat that geoducks prefer only tunicates and pol ychete
wor s are found. Studies found that in areas where a geoduck

farm was established there was an increase in worm popul ati ons.
The aforenentioned occurs because the habitat is broken up such
that nore than just a nuddy bottom exists. However, there
hasn't been a decrease in other fauna in the area of the geoduck
farm

1: 45: 28 PM

CO CHAIR SEATON informed the committee that no diseases, even
those of transport significance, have been found in geoducks.
Therefore, there is no concern with noving geoducks from one
area to another area. As mentioned in the video, geoducks can
live to be 160 years old. He noted that around the state there
are larval drift zones, which are areas in which the goal is to
mai ntain genetic integrity such that a clamisn't taken from one
area to another in order to avoid disruption of the |[ocal
genetics. This legislation, on the other hand, refers to noving
clams to an area where there is no |ocal population. Therefore,
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there is no concern with regard to genetic contam nation by
nmovi ng geoduck clans from Southeast Al aska to anywhere in the
@ul f of Al aska because north of Juneau there are no such cl ans.

1: 46: 59 PM

CO- CHAIR SEATON remnded the conmttee that geoducks are a
highly prized species that is sold live and won't interfere with
ot her ani mal s. Mor eover, geoducks wl| likely be non-
reproductive like oysters are in Al aska. In response to Co-
Chair Feige, Co-Chair Seaton explained that it's thought that
geoducks don't reproduce because the water tenperature does not
reach a high enough tenperature to start the spawn cycle. I n
the hatchery, for an extended period the water tenperature has
to be raised higher than what naturally occurs north of Juneau

in order to reproduce. In regard to what would happen if
geoducks did spawn [north of Juneau], he related that
calculations estimate that it would create a $750 mllion a year
industry for the dive fishery. Currently, there is no dive
fishery [north of Juneau] because there aren't clans there.
However, in Southeast Alaska there is a wld stock dive clam
fishery. He explained that the controversy in Southeast has
revolved around the desire to have a geoduck farm where wld
stock is | ocated. The aforenentioned won't happen up north

since there is no wild stock north of Juneau. Co- Chair Seaton
informed the commttee that the state-built Alutiiqg Pride
Shel I fish Hatchery (hatchery) in Seward has not becone self-
sufficient, as intended, because it hasn't been able to sell
enough product, clam seed, to do so. Therefore, the state has

had to subsidize the hatchery. Co-Chair Seaton opined that
devel opi ng a nunber of [geoduck] farns would allow the hatchery
to becone self-sufficient as it would have a source to sell its
geoduck seed, which is nore valuable than is oyster seed. In

conclusion, Co-Chair Seaton highlighted that HB 60 wouldn't
change the paraneters of the required permts. The | egislation
nmerely says that permts to those in the Gulf of Al aska won't be
deni ed just because wild geoducks aren't already present in that
ar ea.

1:51: 41 PM
CO-CHAIR FEI GE observed that HB 60 has two zero fiscal notes,
and surm sed that HB 60 would reduce the need for the state to

fund the hatchery as nuch.

CO CHAI R SEATON answered that is correct. In further response
to Co-Chair Feige, Co-Chair Seaton explained that funding for
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the hatchery hasn't been built into the base as it has been a
capital request item because it's not intended to be |ong-term

1:53: 00 PM

REPRESENTATI VE HERRON inquired as to the optimum harvest w ndow
and whether it's before they change sex.

CO CHAIR SEATON answered that generally geoducks are harvested
in five to seven years. Geoducks are sedinentary, stay in one
spot, and are filter feeders. Unlike razor clans, once geoducks
are in the substrate they cannot be pulled out and don't dig
back i n.

1:54:15 PM

REPRESENTATIVE P. WLSON surmsed that the hatchery in Seward
wasn't sustainable to begin with because it was to be used for
Sout heast .

CO- CHAIR SEATON replied no, specifying that through various
adm ni strations the plan has always been that mariculture would
expand across Al aska. However, there has been reluctance to
al l owi ng geoducks to be farned outside of Southeast Al aska.
Mor eover, there have been problens with the wild stock, the wild
stock harvesters and the farmers, which have resulted in del ays
in the growh of mariculture in the state. In further response
to Representative P. WIlson, he estimated that the hatchery is
10-12 years ol d.

1: 56: 02 PM

REPRESENTATIVE P. WLSON surmsed then that even if HB 60 is
passed, the hatchery would still need to be subsidized for at
| east another five to seven years. She |ikened allow ng geoduck
farmng in the Gulf of Alaska to an experinent since there is no
know edge that geoducks will grow in that area.

CO CHAI R SEATON di sagreed, "No, we know they'll grow up there."
The only question is whether geoducks w |l beconme reproductive
in the @ulf of Al aska. No one believes geoducks w Il becone
reproductive in the @ulf of Al aska. Geoducks grow fine in the
hat chery at Seward, but they don't becone reproductive unless
the water tenperature 1is raised above the regular water
t enper at ur e. He reiterated that this wll be a simlar
situation to that of oysters, which don't becone reproductive.
There is no desire for the shellfish in the hatchery to becone
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reproductive because they're being grown for seed to sell.
Therefore, the purchase of seed fromthe hatchery will result in
t he hatchery becom ng sel f sustai ni ng.

1:57:42 PM

REPRESENTATIVE P. WLSON namintained that she still didn't
believe it wouldn't cost noney because it took a long tine to
get [geoduck farmng] started in Southeast Al aska. Al t hough

nore areas in Southeast Alaska are desired, the Al aska
Department of Fish & Gane (ADF&S doesn't have the funds to
check out these sites. Therefore, she said she found it
difficult to believe that there wll be enough [funding] to
al | ow geoduck farmng in the Gulf of Al aska.

CO CHAI R SEATON expl ained that part of the problem in Southeast
Alaska is that surveys of the wild stock in the farmng area
nmust be conduct ed. However, in the Gulf of Al aska there are no
wild stocks and thus they won't be on the farmng sites, which
will elimnate part of the difficulty. Furthernore, prior to
obtaining a farmng site, the Departnment of Environnental
Conservation (DEC) has put GPSs on boats in order to track them
and determ ne where the water sanple was taken, which |owers the

cost of the water quality sanpling. He said that those
entities/individuals who apply for the farm sites will have to
nmake the necessary investnents, including buying seed. The seed
can only be purchased from the hatchery as it's illegal to

inport seed or take animals from another area. The state has
good controls on the aforenentioned in order to maintain high
gquality and safe non contam nated cl am spat.

2:00: 09 PM

REPRESENTATI VE MUNQZ asked whether the hatchery sells geoduck
seed outside of Al aska.

CO CHAI R SEATON answered that he didn't believe there are any
sales to areas outside of Al aska. He highlighted that the seed
from Al aska wouldn't be sold to British Colunbia or Puget Sound
because those areas want to ensure their wld stocks aren't
cont am nat ed. In further response to Representative Minoz,
geoducks exist in Puget Sound and British Col unbia. He noted
that Tenakee Springs is the farthest north that wld geoducks
are known to naturally exist. Wth regard to the primary market
for geoducks, Co-Chair Seaton specified that It's Asia.
Geoducks are highly prized seafood. Al aska has such a snall
piece of the market that it can't supply product throughout the
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year, and thus it can't get a very good price. Therefore, nore
geoduck farnms would be helpful to all in ternms of the economc
structure.

2: 03: 06 PM

COCHAIR FEIGE inquired as to the investnment necessary to start
a geoduck operati on.

CO-CHAI R SEATON said that he is unfamliar with the cost of the

sites and surveys. He then informed the commttee that when
Kachemak Bay was established as a critical habitat area, on-
bottom farmng of clanms wasn't allowed. Therefore, geoduck

farm ng woul dn't be allowed in Kachemak Bay.
2:04:36 PM

RODGER PAI NTER, President, Alaska Shellfish Gowers Association

related support for HB 60, which he considered an economc
devel opnment tool. He stressed that Alaska has very stringent
regul ati ons governing the novenent of shellfish about the state.
When geoduck is harvested in Southeast Al aska and sent to the
Seward hatchery, it nust be certified by the Fish Pathol ogy
Laboratory within ADF&G  The seed nust also be certified prior
to being sent to the farms. M. Painter relayed that the ADF&G
Fi sh Pat hol ogy Laboratory believes that geoducks are one of the

cl eanest aninals ever tested. Al t hough he acknow edged that
it'"'s alittle unclear how well geoducks will do beyond Southeast
waters, it won't be known until it's tried. He highlighted that

in the 15 years farmers in Washington State began working wth
geoducks, they have built a $20 mllion industry. That industry
will likely double or triple in value over the next 10 years.

2:07: 38 PM

REPRESENTATI VE P. W LSON restated the earlier question regarding
how nmuch of an investnent is required from the tine seed is
pl aced in the ground to harvest tine.

MR. PAINTER said that the biggest problem with farm ng geoducks
is the long time required for them to reach nmarketable size
which is about 1.5 pounds. The geoducks planted in Southeast
Al aska were just harvested this year, and thus the estimate is
seven to eight years to reach marketable size. Most of the
i nvestnment cost is the purchase of the seed, which cost about 25
cents apiece. A farnmer should plan on purchasing at |east tw ce
the amount of seed as animals desired to produce. The only
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other costs are regulatory costs, certification of the water,
and survey fees for those in Southeast Al aska. Survey fees in
Sout heast Al aska are $5,000 for the pre-lease survey in order to
determ ne how many geoducks m ght be on the site. Another cost
is for a vessel and divers. Therefore, the total cost would
depend on the size of the operation. An operation that wanted
to harvest 10,000 animals would require the purchase of 25,000
animal s at 25 cents api ece.

REPRESENTATI VE P. W LSON asked whet her the geoducks in Southeast
Al aska multiply [after the initial seed is placed in the ground]
so that nore seed doesn't need to be purchased. O, does seed
have to be purchased and planted each year, she asked. She then
restated her earlier question regarding the anount of the
initial investnent in a geoduck farm

MR. PAINTER estimated it would be in the range of $100,000 by
the tine eight to nine years of seed is purchased and diver and
vessel costs have been covered.

2:11: 47 PM

REPRESENTATIVE MJUNOZ inquired as to the permt fees through
ADF&G. She also inquired as to whether there is a holding
period for the collection of fees pending the first harvest.

MR. PAINTER said he would like to convince the Departnent of
Nat ural Resources (DNR) to do that because it's difficult to
cover the front-end costs when no revenue is being brought in.
He reminded the commttee that the costs include not only the
capital investnent but also the operating costs, tide |land fees,
and wat er qual ity certification. The water qual ity
certification alone wll cost about $6,000-3$8, 000. Mor eover ,
the state and regulatory costs are a considerable part of the
i nvest nent .

2:13:25 PM

REPRESENTATI VE GARDNER inquired as to how confident one can be
t hat these geoduck stocks will be unable to reproduce.

MR. PAINTER answered, "W don't know, we're guessing based on

what's happened with other aninmals." He related that geoducks
have not spread beyond Sout heast Al aska probably because of the
currents off the coast. At Cape Fairweather, the end of

Sout heast, the currents go out into the @l f of Al aska before
com ng back to the coastline. During that tinme geoduck |arvae
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is floating in the water, but it can only live for a certain
period of tine. Therefore, the seed can't nmake the transition
to the new water. There is no definitive know edge regarding
how the geoducks wll perform or how fast they wll grow.
Al though it seens unlikely they wll reproduce, it's unknown at
this point. In response to Co-Chair Feige, M. Painter
confirmed that his theory that geoducks won't reproduce [in the
@Qulf of Aaskal] is based on |aboratory work done at the
hat chery, which has been producing geoducks for well over 10
years. Tenperatures need to be raised several degrees to
actually make geoducks spawn, and therefore it seens highly
unlikely they woul d spawn.

2:16: 19 PM

JEFF RECGNART, Director, Commercial Fisheries, Al aska Departnent
of Fish & Gane, stated that ADF&G takes a cautious approach to
farm ng, although in this <case it doesn't foresee any
significant risk with the passage of HB 60.

2:16:52 PM

REPRESENTATIVE P. WLSON inquired as to the permts required for
geoduck farm ng and how the leasing of the I and works. She al so
inquired as to what's required annually after the initial
perm tting.

MR. REGNART said that he is unfamliar with the permtting
process, and noted that the tide |land portion of the permtting
woul d be DNR s purvi ew.

CO CHAI R SEATON pointed out that AS 16.40.100 addresses aquatic
farms and specifies the criteria for issuing permts. He
expl ained that first and forenost the biol ogical characteristics
of the area being applied for permt is reviewed as is whether
there would be any significant interactions or disruptions.
There is also the aquatic stock acquisition permt and the
transfer of stock permt as well as disease inspection
Furthernore, when the land is |eased the corners nust be
identified by DNR The DEC is involved with the water quality
as the water must be certified because the geoducks are being
raised for human consunption. \Water sanples are taken over the
course of one year in order to ensure a farmisn't placed in an
area wth water pollution. Co-Chair Seaton opined that
mariculture is beneficial because it requires good clean water
and thus the farmers meke sure things aren't occurring that
pol lute the area.

HOUSE RES COW TTEE -10- March 9, 2011



2:21:06 PM

REPRESENTATIVE P. WLSON inquired as to who owns the |and that
the farmers | ease.

CO-CHAI R FEI GE answered that the state is the owner

CO CHAIR SEATON explained that since the state owns the sub
tidal lands, a DNR |lease permt has to be obtained. The ADF&G
controls the biological criteria, and thus all of those permts
come from ADF&G  There is also the water quality review by DEC
The | ease fees are paid to the state through DNR, he clarified.

2:22:20 PM

REPRESENTATI VE KAWASAKI inquired as to whether ADF&G has denied
a permt based on the absence of a wild stock.

MR. REGNART said that he didn't know, but offered to find out.
2:23: 07 PM

The commttee took an at-ease from2:23 p.m to 2:25 p. m
2:25:22 PM

JOHN THI EDE, Natural Resource Specialist, D vision of Mning,
Land, & Water, Departnent of Natural Resources, in response to
Representative P. WIlson, informed the committee that to |ease
the first acre or portion thereof would cost $450 and each
addi tional acre would cost $125. Therefore, it depends upon the
size of the farm In further response to Representative P
Wlson, M. Thiede stated that it's a 10-year |lease that's paid
annual | y.

2:26: 44 PM
REPRESENTATI VE P. W LSON asked if there is any ot her annual fee.

MR. THI EDE related that there is a list of all the fees on the
application and there are fees for water quality certification
Since HB 60 addresses farm ng geoducks in areas where there is
no wild stock, he said he was unsure whether ADF&G woul d require
a bottom survey, which is required for on-bottom farm ng. In
further response, he clarified that once the bottom survey is
performed, it doesn't have to be perfornmed again.

HOUSE RES COW TTEE -11- March 9, 2011



2:28: 05 PM

REPRESENTATI VE KAWASAKI restated his earlier question regarding
whether a permt has been denied based on the absence of wld
geoduck st ock.

MR. THI EDE said he does not believe so, noting that he has been
in the program practically since its inception. He noted that
t here have been no on-bottom | ease applications outside of areas
where there already are geoducks.

2:28:49 PM

REPRESENTATI VE P. W LSON asked whether the state has ever | eased
areas to people who never farm the area. If so, how does it
work for the state to obtain the | and again, she asked.

MR. THI EDE rem nded the conmmttee of House Bill 208 [22nd Al aska
State Legislature], which requested that the state specify a
certain amount of shellfish sites. The aforenmentioned led to
fol ks nomnating sites. He explained that when he was hired for
that program he reviewed all the shellfish permts and why
permts were closed out. If a permit was closed out for
anything other than a biological problem then those specific
sites were reoffered to the public in the departnment's over-the-
counter program Those who wish to expand one of these
reoffered sites has to make an anmendnent to the [lease], which
t hen goes through the process again including the public conment
peri od. He opined that the main reason folks close out their
| eases in the aquatic shellfish programis because they discover
it's too much work. In further response to Representative P.
Wlson, M. Thiede stated that there aren't very many out-of-
state aquatic shellfish farners. In fact, he estimted that
about 99 percent of the 67 |eases are held by in-state people.

2:31:38 PM

REPRESENTATI VE KAWASAKI inquired as to the permt process for a
geoduck farmer.

MR. THI EDE explained that there is an opening every other year
from January to April. Interested individuals are encouraged to
perform sone background checking with the various departnents
i nvol ved. Once an individual applies, the process begins by the
application going to the Al aska Coastal Mnagenent Program
(ACMP) and a public comment period, after which he pens a
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prelimnary decision. The prelimnary decision is then let for
public coment and those public conments are incorporated into
DNR s final decision. The ACMP perforns a consistency review,
provides a prelimnary review, takes comments, and ultimately
pens a final [decision]. If the application isn't found to be
in conpliance with ACMP regul ations, the application doesn't go
f orward. Once the permt is finalized, there is a 15-day
waiting period to make sure there is no appeal. |If there is no
appeal, the lease is issued. Si mul t aneously, ADF&G reviews the
bi ol ogi cal aspects of the project and then issues a permt. M.
Thi ede noted that ADF&G works with DNR After [the permit] is
i ssued, the applicant can seek the water quality [approval]. If
10-12 applications are received, the process can be conpleted
and | eases approved by late fall or early winter, which allows
the applicant time to order the necessary spat for planting in
t he spring.

2:34:55 PM

REPRESENTATI VE KAWASAKI inquired as to how nuch study goes into
the biological review of introducing a non Native species into a
new habitat before a final determnation to proceed with a
permt is made.

MR. THI EDE said that would be best addressed by ADF&G  However
he pointed out that there has never been a geoduck farm site
where there were none before, and therefore he wasn't sure what
ADF&G woul d revi ew M. Thiede noted that ADF&G is very
concerned with invasive species, which can be transported via
non Native species and thus there would be serious review of
t his.

2:36: 26 PM

REPRESENTATI VE MUNQZ asked whether there is a provision in DNR s
regul ations that allow fees to be waived during the production
phase and until the first harvest occurs.

MR. THI EDE replied no.

REPRESENTATI VE MUNQZ opined that it would be hel pful to consider
an option requiring the fees be due at the first harvest because
of the high ongoing costs and the difficulty in naking these
aquatic farnms pencil out financially during the preproduction
peri od.

2:37: 13 PM
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REPRESENTATIVE P. WLSON inquired as to the average size of an
aquatic farm

MR. THI EDE specified that it depends upon the species. For
oyster farns, very few are over 2 acres, although the farnmer may
have a |ease for up to 3 acres. Geoduck farnms would require a
| arger size farm Although it takes longer to produce a
harvest, once the seed is sown and the predator netting is
pl aced over the seed there is really no intensive work involved
for the next 5-10 years. However, for oyster farm ng gear has
to be purchased and cleaned, and thus the operation is nore
i nt ense. In further response to Representative P. WIson, M.
Thiede related that generally a geoduck farmer nmay have 5-10
acres, although the entire acreage nmay not be used. He noted
that he would discourage an individual applying for a 10-acre
oyster farm permt from starting with such a large amunt of
| and. However, geoduck farming is relatively new and when House

Bill 208 was enacted the geoduck applicants chose their acreage.
2:40: 23 PM
REPRESENTATIVE P. WLSON recalled when House Bill 208 was

enacted that several farners bought as many geoduck farm sites
as they could at the tine. She asked if DNR has gotten any of
t hose sites back.

MR. THI EDE replied yes, a few He told the conmttee that it
has been difficult for geoduck farners because of insufficient

anounts of available spat. The biggest concern, he said, is
that there is no data regarding growmh, nortality, or how close
to harvest these aninmals are. The DNR has encouraged the

geoduck farmers to keep going rather than close the |ease, but
at this point the departnent is in a bit of quandary because
it's nearing the end of the |ease period. In further response
to Representative P. Wlson, M. Thiede related that the geoduck
farmers are required to submt an annual use report to ADF&G
which questions farnmers regarding the follow ng: how nuch
product the farner has; how nuch product the farmer plans to
pl ant; how rmuch product the farmer planted; how many worker days
were there; how many workers were utilized; and what was the
i ncone? The aforenentioned is then conpared to the 10-year
operation and devel opnent plan that each farm is required to
conplete and have approved at the outset of the process.
However, DNR has been very lenient and not required the farners
to fill out the fornms any better because of it being a new
i ndustry. Al though there is nothing like the fish ticket that
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is used for comercial fishing, there has been talk of such
wi thin DNR O course, there has been resistance from the
[ geoduck farm ng] community because it's a burden on them

2:43: 45 PM

COCHAIR FEIGE inquired as to the reasoning behind ADF&G s
informal policy to prevent geoduck seed from being used anywhere
out si de of Sout heast Al aska.

MR. REGNART responded that the policy had to do wth the
concerns regarding invasive species and the unknown inpacts of
introducing a species to an area where the species isn't
[naturally occurring]. He said that for geoducks ADF&G has
backed away from that policy a little bit and is instead urging
caution in noving ahead wth the permtting program

2:44:58 PM

REPRESENTATI VE KAWASAKI asked if the passage of HB 60, which
allows the farmng of geoducks in areas where wld geoducks
aren't present, would hanper ADF&G s ability to perform due
diligence on a project or request for a project.

MR. REGNART replied no, adding that ADF&G would still have the
ability to review the pros and cons of a proposal while keeping
in mnd the best interest of the resource. "I don't feel it
woul d conpromse our ability to do our job, carry out our
m ssion,"” he stated.

2:46: 22 PM

REPRESENTATI VE = KAWASAKI commented that he has seen this
| egislation for the last five years in a row and he recalls that
initially ADF&G was 100 percent opposed to it. Al t hough the
sponsor has done nuch to reach the point at which the
| egislation is today, Representative Kawasaki said that he still
has concerns, particularly wth regard to the potential
i ntroduction of invasive species. He also expressed concern
with threatened species issues in terms of a non native species
that's introduced to an area becomng a hindrance to the
devel opment of a natural resource that conpetes wth the
i ntroduced species, such as in the case of the Wod bison. I n
conclusion, Representative Kawasaki said he would cautiously
support HB 60 today.

2:48: 54 PM
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CO- CHAI R SEATON appreci ated the caution, but he pointed out that
t he geoduck exists in Alaska with the sanme species mx [present
in the @lf of Al aska]. "So, it's not as if we are noving
sonething into an unknown ecology because this is the sane
ecol ogy, they just don't go that far north," he said.

2:50: 28 PM
REPRESENTATI VE MUNOZ noved to report HB 60 out of commttee with
i ndi vi dual recomrendations and the acconpanying fiscal notes.

There being no objection, it was so ordered.

HB 105- SOUTHEAST STATE FOREST

2:50: 47 PM

CO- CHAI R FEI GE announced that the final order of business would
be HOUSE BILL NO 105, "An Act relating to the Southeast State
Forest; and providing for an effective date."

2:51: 31 PM

RI CK ROCERS, Forest Resource Program Mnager, Central Ofice,
Division of Forestry, Departnment of Natural Resources, recalled
that at the last hearing there was concern regarding whether
|l ogs from the Southeast State Forest would go overseas in the
round wi thout any processing in the local sawmlls. Upon review
of the past six years, it was found that 87 percent of the |ogs
from state tinber sales remained in the state for manufacturing
in Alaska while 13 percent were exported. O that 13 percent, 3
percent were exported by sawmlls because that percentage of
| ogs had nore value as exported in the round than if processed.
To achieve the aforenentioned, sawml|ls request a variance under
their contract requirenents to export a small percentage for
their | ogs. In balance, the data denonstrates the state is
doing a good job of encouraging instate manufacture of tinber
off state |ands. Upon review of this statewide, it was found
that only 5 percent of the logs are going out of state in the
round.

2:55:20 PM
REPRESENTATI VE KAWASAKI inquired as to the |evel of processing

sawmm | Is perform on the 87 percent of logs that remain in the
state.
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MR. ROGERS answered that it varies by mll. Under the long-term
forest contracts, the past practice was the production of cants,
whi ch was crude processing in which 8-12 inch cuttings were nade
and |l arge cants were sent overseas for secondary manufacturing
at mlls. However, that has changed quite a bit. In fact, the
Viking Sawmll, the state's Jlargest sawmll, is producing
finished products. He noted that sone mlls also provide
secondary manufacturing such that they perform planing and have
kil ns. In the northern part of Alaska, nuch of the [logs] are
bei ng used for fuel in which case processing nay be as sinple as
cutting and splitting firewod. Mst inportantly, for the state
to see additional investnment in nmanufacturing, there nust be a
reliable supply of tinber. In Sout heast, particularly with the
dom nance of federal land, there hasn't been new investnent in
manuf act uri ng because there's too much risk involved when there
isn't enough of a reliable supply to anortize the investnent.

2:57:55 PM

REPRESENTATI VE HERRON rem nded the commttee that his community
is primarily situated in the tundra. He then asked if there are
different harvest practices on state |ands as opposed to the
clear cuts in the Tongass National Forest in the past.

MR. ROCGERS related that the Al aska Forest Resources & Practices
Act guides tinmber harvest on both state and private lands in
Al aska. State land has a higher standard for riparian buffer
retention. I n Sout heast Al aska, in particular, anadronous fish
and salnon are another extrenely valuable resource to Al aska.
Ti mber harvest in or outside of the state forest requires a 100-
foot no-cut buffer on each side of salnon bearing waters. The
af orenenti oned includes a small Coho rearing stream that nay be
only a couple of feet w de. Additionally, there is a 100-300
foot zone beyond the aforenmentioned buffer where additional
consideration is given to the water quality and inpacts to the
stream Also, the |and nanagenent plans for state |and provide
addi ti onal gui dance. The land to which he is referring is
gui ded under both the Prince of Wales Area Plan and the Centra
Sout heast Area Plan, both of which generally have a 500 foot no-
cut zone along the coast. The aforenmentioned no-cut zone
provides for habitat as well as visual appeal and protection of
eagl e nests. Typically, there is a 330-foot radius around any
known eagle tree. M. Rogers opined that the state has sone
very good protections and a credible program that balances the
state's interest in managing tinber along with other resources.

3:00: 43 PM
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REPRESENTATI VE MUNOZ recalled that at the last neeting it was
related that the target anmount of allowable harvest in the state
forest is 8.3 mllion board feet. She inquired as to the actua
demand from the existing sawmlls in ternms of the target
al | owabl e harvest.

MR. ROCGERS expl ained that per the Alaska State Constitution the
division is required to nmanage the tinber in a sustainable

fashion, and therefore the 8.3 mllion board feet is the result
of the state's inventory and the calculation of growh and
yield. Essentially, the 8.3 mllion board feet is a sustainable
output of tinber from the land base that can be harvested in
perpetuity. However, that is nowhere near neeting the demand
for Alaska's existing mlls and certainly wouldn't allow for any
gromh and investnent in new mlls. M. Rogers said, "Wuat's
somewhat frustrating about this situation is given the state's
| and base, | think this bill represents the state doing what it

can to help the situation on tinber supply. And yet, it's not
enough to really overcone the supply issues that industry faces,
but that's really a function of what the land entitlenment is for
the State of Alaska.” He reiterated that [HB 105] offers a good
bal ance and package to support the industry.

3:03: 07 PM

REPRESENTATI VE DI CK said he understands the idea of a no-cut
zone along salnon streans, but in the Interior that's about the
only location of trees. Therefore, that regulation basically
means there would be no logging at all in the Interior. He
opi ned that the provision would encourage poachi ng.

MR. ROCERS clarified that the riparian standards he nentioned
earlier are for coastal Al aska and there are different standards
in the Interior as they are sonewhat nore perm ssive. Again, he
stated that it's a balance between protecting inportant water

gquality and fisheries and managi ng the tinber. In spite of the
riparian protections, there is a significant anount of
underutilized allowable cut in Interior Al aska. In further

response to Representative Dick, M. Rogers agreed to talk with
himfurther regarding this matter.

3:04: 29 PM
CO- CHAIR SEATON related his wunderstanding that the |ands

specified in HB 105 are already available for cutting
Therefore, the purpose of HB 105 is to provide for pre-
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managenment of the lands on a rotation cycle, and the legislation
doesn't place lands unavailable for cutting in an [allowable
harvest zone].

MR. ROCERS said that's correct. He explained that wunder the
area plan designation, these lands are in the category of
general use, which allows for tinber harvest. These are the

lands for which the allowable harvest has been calcul ated.
Furthernore, these are lands on which the state is already
actively nmanaging tinber sales. However, one exception is a
smal |l parcel that is in selection status and is currently in the
adj udi cation process with the U S Bureau of Land Managenent.
This | and, though, has already been planned for in the Prince of
Wal es area plan and has a general use designation.

3:05:46 PM

REPRESENTATI VE KAWASAKI asked whether that 87 percent in state
use will continue if the tinber supply is increased or will the
increase nerely result in export.

MR. ROGERS remarked that is doesn't really make any difference
because these lands are already part of the tinber base the
state is nanaging. What could make a difference in the future
is whether the state can nmaintain its existing sawmlls to have
the processing capacity to process the tinber. One of the
purposes of HB 105 is to provide certainty in the long-term
tenure of the lands in order to perform nore aggressive

managemnent . In fact, the state could actually increase the
al l owabl e harvest if the trees can be grown faster. If the
lands will be nmanaged as a state forest, it nakes nore sense to

consi der practices such as pre-conmercial thinning, whereby the
allowabl e cut of these lands could conceivably be nore than
doubl ed over the long term

3:07:34 PM

MR. ROGERS, in response to Representative Gardner, explained
that if lands are designated general use under an area plan, as
is the case today, the state in the future can sell the land or
subdivide it or nove into sone other use. Therefore, HB 105 is
deciding whether the state is conmtting to gromng trees on
t hese designated |ands, subject to all the other rmultiple use
consi derati ons. This legislation provides a commtnent and
doesn't include lands that the Dvision of Mning, Lands and
Water felt were better suited for subdivision or other purposes.
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3:10: 09 PM

ROBERT CLAUS, Southeast Al aska Conservation Council, began by
relating that SEACC supports small mlls, mcro sales, and the
ability of folks to make a living from the state's forests
t hrough a val ue-added processing of tinber products. However,
SEACC believe that the public lands should remain nultiple use
| ands and not be [managed] for tinber as a first priority, as is
the case in the state forest. Mst of the parcels in the state
forest aren't areas that SEACC finds controversial and they do
support small mlls, particularly in Thorne Bay. However, SEACC
does object to the Rowan Bay parcel and Hook Arm parcel, which
is on the west coast of Dall Island. As a resident of Prince of
Wales Island, he related that he uses the west coast of Dal

I sl and and all the outer islands of Prince of Wales for hunting,
fishing, and recreation. Mor eover, tourism businesses in the
small town of Craig use the Hook Arm parcel for their business.
Therefore, M. Caus opined that Hook Arm wouldn't be a good
addition to the state forest rather it should remain a nultiple
use parcel and not be | ogged.

3:11: 59 PM

CO CHAIR FEI GE, upon determining no one else wished to testify,
cl osed public testinony.

[ HB 105 was hel d over.]
3:12:10 PM
ADJ OURNMENT

There being no further business before the conmttee, the House
Resources Standing Commttee neeting was adjourned at 3:12 p.m
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