SENATE FI NANCE COW TTEE
April 13, 2011
9:03 a.m
9:03: 22 AM

CALL TO ORDER

Co-Chair Stednman called the Senate Finance Committee
meeting to order at 9:03 a.m

VEMBERS PRESENT

Senat or Lyman Hof f man, Co-Chair
Senat or Bert Stednan, Co-Chair
Senator Lesil McQiire, Vice-Chair
Senator Johnny Ellis

Senat or Denni s Egan

Senat or Donny O son

Senat or Joe Thomas

VEMBERS ABSENT

None

ALSO PRESENT

Chester Carson, Staff, Senator Dennis Egan; Rick Rogers,
Forest Resource Program Manager, D vision of Forestry,
Depart ment of Natural Resources; Chip Thoma, Juneau.

SUMVARY
SB 95 FRANK PALMER FERRY TERM NAL

SB 95 was REPORTED out of committee with a "do
pass"” recommendation and with a new zero fiscal
note by the Senate Finance Conmittee for the
Depar t ment of Transportation and Publ i c
Facilities.

SB 108 SPC. STEPHEN " MAX" CAVANAUGH OVERPASS
SB 108 was REPORTED out of committee with a "do
pass” reconmmendat i on and with previously
publ i shed fiscal note: FN1 (DOI/PF).

HB 105 SQUTHEAST STATE FOREST



HB 105 was HEARD and HELD in Committee for
further consideration.

#sbh95
SENATE BI LL NO. 95

"An Act namng the ferry termnal |ocated at Auke Bay
in Juneau the Frank Pal nmer Ferry Term nal ."

9:05:10 AM

Senator Egan introduced SB 95. He stated that Frank Pal ner
had worked for nearly five decades at the Auke Bay Ferry
Termnal. Palnmer, who died the year prior at the age of 69,
had spent his life loading tractor trailers on the ferries
of the Alaska Marine H ghway System A Juneau freight
conpany had suggested that the termnal at Auke Bay be
naned after M. Palnmer in nmenorium and idea which was then
echoed by several other freight conpanies.

CHESTER CARSON, STAFF, SENATOR EGAN, inforned the conmttee
that Frank Palnmer had grown up across the street from the
Auke Bay Ferry Termnal, and that he had worked in and
around the termnal for 47 years. He felt the renam ng of
the termnal to the Frank Palnmer Ferry Terminal was
fitting.

Co-Chair Stedman queried the zero fiscal note attached to
t he bill. He under st ood t hat t he Depar t ment of
Transportation believed that funds for the project could be
| ocated internally.

Senat or Egan stated that |ocal trucking conpanies and ot her
freight services in Juneau had agreed to donate the sign to
the term nal

Senator O son asked if Frank Palner was still alive.
Senator Egan replied in the negative.

Senator O son asked if any other names had been put forward
to renane the term nal

Senat or Egan replied no.
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Senator Egan MOVED to report SB 95 out of comrittee with
i ndi vidual recommendations and the acconpanying fiscal
note. There being NO OBJECTION it was so ordered.

SB 95 was REPORTED out of conmittee with a "do pass”
recommendation and with a new zero fiscal note by the
Senat e Fi nance Commi ttee for t he Depart ment of
Transportation and Public Facilities.

#sb108
SENATE BILL NO. 108

"An Act namng the Dowing Road overpass at m |l epost
123.7 on the New Seward Hi ghway the Spc. Stephen "Max"
Cavanaugh, Jr., Menorial Overpass."

9: 09: 26 AM

Senator McQuire explained that Stephen "Max" Cavanaugh had
been an Al askan resident and mlitary veteran. She stated
that prior to his death he had been recovering from brain
trauma suffered in Irag. M. Cavanaugh struck a noose while
driving on the Dowing Road overpass at mlepost 123.7 on
the New Seward Hi ghway. He died frominjuries incurred from
the accident. She shared that the legislation would name
the Dowing Road overpass at milepost 123.7 on the New
Seward Hi ghway after M. Cavanaugh, both as tribute to his
service and as a rem nder of the danger of noose collision.

Co-Chair Stedman explained that there was one fiscal note
from the Departnent of Transportation and Public Facilities
for $10,000 to pay for the installation of four new signs.

Senator MGuire MOVED to report SB 108 out of commttee
wi th individual recommendations and the acconpanying fiscal
note. There being NO OBJECTION it was so ordered.

SB 108 was REPORTED out of comrmittee with a "do pass”
recommendation and with previously published fiscal note:
FN1 ( DOT/ PF).

#hb105
HOUSE BI LL NO. 105

"An Act relating to the Southeast State Forest; and
providing for an effective date."
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9:13: 36 AM

RI CK ROGERS, FOREST RESOURCE PROGRAM MANAGER, DIVISION OF
FORESTRY, DEPARTMENT OF NATURAL RESOURCES, read from a
prepared statenent (copy on file):

Background and Pur pose

| am pleased to speak in support of HB105. This bill
is part of the state's effort to ensure that |ocal
timber processing continues to be a piece of the
econony in Southeast Al aska. The majority of tinber in
SSE is on federal land, but federal tinber sales have
declined drastically. Local mlls now depend heavily
on state tinmber for survival. Denmand for Southeast
timber for wood energy is also increasing, further
raising the inportance of securing a tinber base in
this region.

Pursuant to SCSHB 162(RES), the 25,291 acre Southeast
State Forest was established in June 2010. HB 105
woul d add an additional 23,181 acres of state lands to
the Southeast State Forest from state lands currently
avai l abl e for tinber harvest. The Division of Forestry
would then be able to manage the conbined acreage
(48,4 72 acres) for a long-term supply of tinber and
retain these lands in state ownership for nultiple

uses. These forest Jlands wll be managed as an
integrated wunit and according to a state forest
managenent plan that wll be developed via a public

process within the next tw years. Wile the |ands
were previously available for tinber harvest before
the State Forest was established, the State Forest
desi gnation ensures these productive forest lands wll
remain in state ownership and contribute to the |ong
term viability of the tinber based econony in
Sout heast .

In 2009, the previous forest inventory was updated for
all general use |ands managed by the Departnent of
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Nat ural Resources (DNR) with forest managenent intent
| anguage per the regions Area Plans. This data
provi des the required supporting information on tinber
vol une, acreage and allowable harvest for this
request. The allowable harvest from these lands is
approximately 8.3 mllion board feet. The DNR nanages
over 159,000 acres of wuplands in Southern Southeast
Al aska. Tinber managenent is allowed on approximtely
one third of this land; the State actively manages
this tinber base to supply wood to |ocal processors.
The remaining land is designated primarily for other
uses i ncl udi ng | and sal es, recreation, wat er
resources, and fish and wldlife habitat, including
over 65,073 acres of legislatively designated state
marine parks and critical habitat areas. Adding |ands
to the State Forest will ensure that the State's nost
suitable lands in Southeast renmain available to
contribute to tinmber supply through the State's
ongoing tinber sale program Mich of the State owned
tinmber land in Southeast Al aska was inherited fromthe
U.S. Forest Service and is conprised of young, second-
grow h stands. Actively-nmanaged second-growth stands
provide nore tinber volume per acre on shorter
rotations and can result in inproved deer browse than
unmanaged stands. W can increase tinber yield and
associated tinber supply from state |and by thinning
these stands. Thinning is a long-term investnent and
is only justified if the land will continue to be
avai |l abl e for forest nanagenent.

Tinmber sales from these lands wll be a mx of
donestic and export and wll be based on econonc
conditions and |ocations. As established by the 1984
Supr ene Cour t Case of Sout h Central Ti mber
Devel opnment, 1Inc vs. Esther Wnnicke, Conmm ssioner
DNR, the state may not restrict round | og exports due
to the interpretation of the interstate comrerce

clause. In spite of these legal constraints the
Division has done a good job encouraging |Iocal
manufacturing of logs from State tinber sales.

Approxi mately 87% of the tinber sold from state | ands
i n sout hern Sout heast over the past six years has been
processed by Al aska manufacturers.
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The proposed additions to the Southeast State Forest
i nclude 23 parcels (see chart in the briefing paper).
Approxi mately 21 percent of these lands are fromfive
parcels that had previously been reserved pending
| egislative transfer to the University of Al aska. That
| egislation did not pass freeing these |lands for |ong-
term forest managenent in the State Forest. The
| egi slation includes general use lands on Prince of
Wal es, Tuxekan, Gravina, Kosciusko, Revillagigedo,
Wangell, Suenez, Mtkof, Kuiu, Dall, and Zarenbo
I slands. Six of these parcels are adjacent or near
exi sting State Forest parcels.

The Division of Forestry worked with the D vision of
Mning, Land, and Water (DM.& W to identify and
exclude lands that are priorities for the state |and
di sposal program A consultation was also initiated
with the University of Al aska Statewi de Ofice of Land
Managenent and University senior officials. A key
difference between a state forest designation and a
transfer of |ands as proposed by previous |egislation
is the continued long-term public ownership of these
|ands as opposed to other developnment uses. The
Division also consulted with the Al aska Departnent of
Fish and Gane to ensure there was internal alignnent
on the list of proposed parcels, and there is. Several
ot her parcels were considered as part of our internal
due diligence process, but because of known concerns
and or potential for high controversy were not
i ncl uded. Fish habitat and water quality are key
conponents of the Forest Resources and Practices Act
(FRPA) which have a series of regulations that wll
apply to managenent of these parcels. Stream buffers
have a no cut 100 foot mninum wdth on both
anadromous and high value resident fish streanms. The
next 100 to 300 foot zone may allow tinber harvest,
but the activity nmust be consistent for both the
mai nt enance of inportant fish and wldlife habitat.
Area Plans also provide for coastal buffers of 300 to
500 feet with additional reconmendations for specific

parcel s. During the devel opnent of the forest
managenent plan, a key consideration for the Neets Bay
parcel will be the maintenance of water quality and

quantity for the fish hatchery operation at the head
of the bay. Dalog wth the Southern Southeast
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Regi onal Aquaculture Association (SSRAA) is ongoing
concerning this |egislation.

The Sout heast State Forest would be managed as part
of the State Forest System under AS 41.17.200-.230.
Subsection (a) of Sec. 41.17.200 reads in part:

"The primary purpose in the establishnent of state
forests is tinber managenent that provides for the
production, wutilization, and replenishment of tinber
resources while allowing other beneficial uses of
public | and and resources ".

In addition to tinber managenent, State Forests are
open for multiple uses, including wildlife habitat and
har vest , m ner al expl oration and devel opnent,
transportation, recreation and tourism State Forest
| ands woul d be nanaged consistent with the managenent
intent under the current Prince of Wles Island and
Central Southeast area plans. Changes to nmanagenent
intent would require public and interagency review
t hrough adoption of a State Forest WMnagenent Plan
under AS 41.17.230.

9:19:43 AM

M. Rogers continued with his testinony:
Muni ci pal Entitlenents

One of the other demands on state land in SSE is to

fulfill land entitlenents for new nunicipalities. To
avoid conflicts with the Wangell Borough entitlenent,
t he Southeast State Forest bill specifies that the new

W angel | Borough nay select State Forest land within
t he borough boundary. The Wangell borough boundary
enconpasses three parcels in the existing state forest
(Crittenden Creek and Bradfield Canal East and West),
and four parcels in the proposed additions (Eastern
Passage, Pat Creek, Pat Creek uplands and Earl West
Cove).

If additional municipalities are incorporated before

June 30, 2019, lands that were vacant, unappropri ated,
unreserved |and before establishment of the State
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Forest would be included in the calculation of the
muni ci pal entitl enent acr eage, but may  not be
sel ect ed.

9:23:13 AM

M . Rogers conti nued:

Qutreach

DNR has briefed nany statewi de groups and entities
across Sout heast Al aska  about this pr oposal ,
i ncluding the Board of Forestry, SE Conference, | ocal
governnments, and the diverse groups participating in
the Tongass Futures Roundtable. These discussions
will continue and to date we have received letters in
support fromthe foll ow ng organi zati ons:

. the Gty of Coffman Cove

. t he Resource Devel oprment Counci l

. t he Al aska Forest Associ ati on,

. The Al aska Chapter of the Society of Anerican
Foresters

. Sout heast Conference

. W angel |l resident and forestry consultant, GCeorge
Wbodbury

. The Juneau Chanber of Comrerce

. The Al aska Board of Forestry

Senator Thomas asked about the role of federal lands in
Southeast in relation to state and tinber corporation
| ands.

M. Rogers referred to a pie chart: "Southeast Al aska
Public Land Summary" (copy on file). He replied that tota
public lands conprised about 21 mllion acres, including

the north end of the Tongass National Forest at Yakutat to
Sout hern Sout heast Alaska. He stated that the "Tongass
Ti mber Schedul ed” section of the chart totaled 144,000
acres; the Haines State Forest was 286,000 acres; and the
exi sting Sout heast State Forest was about 25,000 acres.

Co- Chair Stedman added that for all practical purposes nost

of the public land in Southeast was owned by the federa
gover nnent .
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Senat or O son wondered whether there was opposition to the
proposed forest.

M. Rogers referred to testinmony from Southeast Al aska
Conservation Council (SEACC) in opposition to the bill. He
recalled that there had been individuals from the
comunities who had voi ced opposition.

9:28: 47 AM

Senator O son queried the opposition's viewoint.

M. Rogers replied that some felt the wohod would be
exported, and not support the mlls in Alaska. He reported
that over the prior six years, 87 percent of the tinber
sales went to local mlls. He also stated that there was
sonme concern about balancing forest managenent wth
fisheries, wildlife, and cultural resources. He pointed out
that the standards and requirenments of the Forest Resources
and Practices Act and the additional planning requirenents
set forth in the bill would address nmany of the concerns.

Senator dson wondered whether there were letters of
support fromcommunities close to the proposed forest.

M. Rogers replied that there was no official position from
ot her i ndi vi dual conmuni ti es. He remarked that t he
Sout heast Conference nmenbership included many of the
surroundi ng nunicipalities.

Co-Chair Stedman nentioned tinmber mlls in Southeast, and
wondered how many mlls would be affected.

M. Rogers replied that there very few tinber mlls
remai ned in Southeast Alaska. He stated that the Viking
Lunber MII, near Craig, had relied on federal tinber and
were experiencing significant difficulty in wood supply.
The m 1l had begun to rely on state tinber sales to stay in
busi ness. He noted that the annual requirenment for the mll
was 20 mllion board feet per vyear, but annual board
footage from state |lands was only 8 mllion. He opined the
[imtations concerning how the | and base could be utilized,
but if it was properly nanaged there could be further
support of the tinber industry. He nentioned that there
were enhancenents in the bill directed at the other smaller
tinmber mills.
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Co-Chair Stednan explained that the mll was relatively
small, as was the state forest, because nost of the land in
Sout heast was federally owned.

Co-Chair Stedman referred to a zero fiscal note from the
Departnent of Natural Resources.

9: 35: 04 AM

CH P THOMA, JUNEAU, explained that the proposed |ands were
originally intended for community devel opnent. He expressed
concern that the lands would eventually be clear cut. He
declared that Rowan Bay and Hook Arm were inappropriate
| ocations for tinber cutting, because the areas had been
cut in the few years prior. He stressed that nost of the
Native Corporation land was |ocated on Prince of Wiles
| sl and.

Co-Chair Hoffman noted that there was a projected decrease
in popul ation in Southeast Al aska, so comunity devel opnent
woul d be inpossible. He wondered how the lands could be
intended for comunity expansion when the surrounding
comunities were decreasing.

M. Thoma replied that the lands should be designated to
the comunities' intentions, rather than conbining them
with the State Forest and designating them for | ogging.

9:38: 26 AM

Co-Chair Stedman referred to the 2010 Trend Magazi ne (copy
on file), and |ooked at population forecasts nentioned by
Co-Chair Hoffman. He stated that the Southeast region was
negative 14 percent, Prince of Wil es Island would decrease
by 34 percent, Wangell/Petersburg would decrease 34.6
percent, Juneau woul d decrease 1.5 percent, and Sitka would
decrease 7 percent. He stressed that there were different
mechanisnms that the legislature wused to respond to
popul ati on grow h and decl i ne.

Senat or Egan wondered whether there would be clear-cutting
of the acreage.

M. Rogers replied that nost of the lands were in second
growh, and hoped to foster the land. He stressed that
clear-cutting was the prinmary means of rmanaging tinber,
with a regeneration applied to the stripped |land. He stated
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that there would be some pre- commrercial thinning but that
the land was public and stricter mandates woul d be appli ed.

Senator A son queried plans for reclamation after the
conmerci al cutting.

M. Rogers stated that the Forest Resources and Practices
Act had a mandatory re-forestation requirenent. He stated
that Southeast Al aska had a requirenent to have stocking
standards applied within 5 years of cutting. He stressed
that there was heavy natural seeding in Southeast, and that
it was rare to invest in planting trees in Southeast. He
stated that the act had high standards for r oad
mai nt enance, wth enphasis on water quality and fish
passage.

HB 105 was HEARD and HELD in Commttee for further
consi derati on.

9: 45: 24 AM
RECESSED

#
ADJ OURNIVENT

3:11: 04 PM

The neeting was adjourned at 3:11 PM
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