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ACTI ON NARRATI VE

3:32:41 PM

CO CHAIR THOVAS WAGONER called the Senate Resources Standing
Commttee neeting to order at 3:32 p.m Present at the call to
order were Senators, Welechowski, Stevens, MQ@ire, French, Co-
Chair Paskvan and Co-Chair Wagoner.

SB  24- SPORT FI SHI NG GUI DES: BOARD; LI CENSES

3:33:40 PM
CO- CHAI R WAGONER announced the consi derati on of SB 24.

SENATOR MCGUI RE, speaking as sponsor of SB 24, stated that she
gets involved in contentious fishing issues because she is a
lifelong Al askan and strong supporter of the fishing industry
and is conmtted to preserving the resource for both comercia
and sport fishing purposes.

3:35:10 PM
SENATOR STEDMVAN j oi ned the commttee.
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SENATOR MCGUI RE explained that SB 24 builds on SB 294 that she
introduced |last year to extend the licensing program for sport
fishing guides into perpetuity, but the bill was amended in the
House to sunset after just one year. Therefore, SB 24 ains to
continue the program after this year. It has two conponents: the
i censing conponent to ensure the conpetence of |icensed guides,
and the |ogbook conmponent to ensure the collection of accurate
data. It is the only data that is collected by the departnent.

3:38:59 PM

The bill also transfers the licensing requirement from the
Department of Fish and Ganme (ADF&G to a newly established board
in the Departnent of Commer ce, Community and Econom c

Devel opnent (DCCED). This idea is patterned after the Board of
Ganme and intends to bring representation to the 3,600 guides in
the state and get them nore involved in the industry. They would
be the fourth largest group as an industry if SB 24 passes.

She explained that |ogbook data is key to managing the state's
fisheries and control of it remains in ADF&G She al so expl ai ned
t hat because ADF&G doesn't collect enough fees to cover the cost
of the licensing program it is subsidized by other departnent
funds. The funds should be used to manage fish, not the
industry. So, in the end, SB 24 is about putting the regulation
of guides as an industry in the hands of guides, so that ADF&G
can focus on managing the resource rather than the industry. She
said there are strong views on both sides of this bill.

CO CHAIR WAGONER said he would hold the bill and take public
testinony on a Saturday to provide maxinmum opportunity for
people to testify. He asked for someone to bring the bill before
the conmttee.

SENATOR PASKVAN noved to bring SB 24, version A, before the
conm ttee. There were no objections.

3:42: 28 PM

M CHAEL PAW.OABKI, staff to Senator McQuire, noted that SB 24
cane about as a result of a 2006-ADF&G task force that started
| ooking at the concept of I|imted entry. In the intervening
period, the existing guide licensing program was created by HB
452 in 2005 has been sunsetted and then extended on a one-year
bases for two tines. The upcomng lapse in the program in the
existing guide requirenents provides an opportunity to take a
| ook at the licensing and regul ation of the industry.
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As Senator MGQGuire pointed out and as the fiscal notes
denonstrate, he said, currently ADF&G i s subsidizing the running
of this | ogbook and |icensing program by over $200, 000 annually,
because not enough fees are collected through the 1licensing
programto cover the cost of running and admnistering it.

3:44:01 PM

MR. POMAWSKI said t has becone clear in working with the
departnment that the |ogbook data is critical in mnaging the
state's fisheries. SB 24 keeps the | ogbook program in ADF&G, but
the licensing program would nove to the Departnment of Commerce,
Community and Econom c Developnment (DCCED) where anal ogous
boards use fee-supported services to support the structure. He
said the bill has errors related to the collection of fees, but
he | ooked forward to cleaning that up so the fiscal notes nore
accurately reflect the intent. He walked the commttee through
the foll owm ng sectional analysis:

Section 1 states a purpose for the bill, which is to provide
stability for the sportfish industry by regulating the
activities of t he sport fish gui de, outfitters and

transportation services. He noted that when the guide license
was created, several business nodels popped up in the state that
while they provided sport fishing services to clients, mght not
qualify as a guide. Under the current system those businesses
aren't required to submt |ogbook data. The reason the bill has
the different classifications of licenses - be it sport fishing,
guide outfitter, or transporter - those are intended to neet the
di fferent business nodels that exist and get the |ogbook data
into ADF&G s hands so it can be used for managenent.

Section 2 creates the Sport Fishing CGuides Services Board. This
is where the rest of the boards are |isted.

Section 3 is the meat of the bill, which he said he would
address in articles.

3:46: 13 PM

Article 1 on page 2, line 10, is the creation and nenbership of

the board. It consists of 9 nmenbers appointed by the governor
(as is the condition for nbst comercial services boards) with 5

menbers who are currently Ilicensed sport fishing guides, a
transporter, 2 public nenbers, and 1 nenber from the Board of
Fi sheries. Language on page 2, lines 25-26, is fairly standard

for commercial services boards where terns are staggered and the
menbers do not receive conpensation but are entitled to per-diem
and traveling expenses (page 2, |ines 26-27).
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Board Assistance is the next section and it is inportant to
providing the technical assistance needed to fulfill its
regul atory responsibility that the bill charges it with

Sec.08.57.030 on page 3 addresses duties and powers of the
boar d. Lines 3-18 are the examnation statutes creating
exam nations that denonstrate first:

(A) a qualifying examfor guides and a certification exam and
(B) relates to the unit in which one is fishing or providing
gui de services for

MR. PAW.OABKI said paragraph (3) on page 3, lines 22-23, is a
departure fromthe existing statutes. Under the existing program
t he ADF&G does not really have the power to inpose disciplinary
actions on a guide through the licensing process. This is an
inmportant difference in the commercial services board concept -
in that rather than having to conplain to ADF&G enforcenment or
the Better Business Bureau, now the public and the guides
t henmsel ves woul d have a disciplinary body made up of guides that
they can go to conplain about actions out in the industry. Then
those conplaints could either be dealt wth through the
licensing provisions or forwarded on to the Departnent of Law
for prosecution.

On page 4, lines 6-8, the board adopts regul ations that include
establishing a code of ethics for professions regulated by it.
This is another departure from the existing |licensing statutes,
and it would enable the board to come up with good business
practices guidelines.

MR. PAWOWKI said I|anguage on page 4, lines 13-18, is
significantly controversial and wll enable the Commercia

Services Board to start |ooking at the process of establishing,

for resource conservation purposes, the maxinum nunber of
| icensees who mght operate within an existing sport fish guide
unit or in a concessionaire program to achieve the naxinum
nunber. There is a lot of public concern over this provision,

and it is different than existing statute under ADF&G the
| i censi ng program

3:50:16 PM

Article 2 on page 4, line 19, through page 10, line 5, is the
licensing statutes. The first on line 27 is the sport fishing
gui de-outfitter license. The requirenents are fairly simlar to
what exist in current statute in terms of CPR training or first
aid, residency, and holding a current fishing license. New
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additions are on page 5, lines 9-12, which are the qualifying
and the certifying exam nations.

MR. PAW.OWBKI said paragraph (8) relates to being licensed to
perform the services of a sport fishing assistant guide in the
state for at least 20 days wthin the last three years and
having received a favorable recommendation from at |east one

licensed sport fishing guide outfitter. Part of the bill's
provisions iIs to create a new assistant guide license to
suppl ement the existing guide license much like the Big Gane

Commercial Services Board uses Big Gane Hunting Guides and Big
Ganme Assistant Quides who work their way up to beconme Master
Gui des.

Page 6, line 30, through page 8, line 1, relates to the sport
fishing outfitter license. This is a little bit different than
the guide-outfitter. It is a person that may not be directly

involved on the boat helping with fishing itself, but rather
provi ding services helping people get out into the field and do
fishing. In that that is still a comercial endeavor, this is a
new type of license which would be required nost inportantly to
provi de |ogbook data on the catch rates of people using the
service to get out and fish.

Language on page 8, line 2, is about the sport fishing assistant
guide license. This is the position that could advance to guide
with the recomrendation of a naster guide. These are intended
for the people who are the assistants to the outfitter who is
taki ng people out. They are working under |anguage in section
(c) [page 8, lines 24-26]. This section is controversial, and
time is needed to work with industry on it, M. Paw owski said.

3:54: 09 PM

MR. PAW.OABKI continued: page 9, line 9, through page 10, line
5, is the sport fishing transporter |icense section. This goes
beyond the outfitter and to soneone who is transporting to a
permanent |lodge or cabin or to a boat with permanent |[|iving
quarters, but still being a commercial relationship between a

client and the person providing the services. This would bring a
different class of guide and guide-related services into the
| ogbook and enforcenent progranms to give ADF&G data to use in
managi ng fisheries.

3:54:49 PM
Section 08.57.150 on page 10, lines 6-22, provides the renewal
process. Li nes 23-31 [ on page 10] require fi nanci al

responsibility and insurance to be carried by the licensee for
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sport fishing guide-outfitters, sport fishing outfitters, and
sport fishing transporters. The assistant guides are not
included in the proof of responsibility section; the presunption
being that since they are under the enploy and direct
supervision of the guide outfitter, the guide outfitter would
carry the appropriate |evel of insurance. This |[evel of
insurance is what is required of guides in current statute.

3:56: 02 PM

Page 11, line 6, Article 3, relates to enforcenent, and that is
a new power. The board has authority to inpose certain
di sci plinary sanctions for:

-violations of state or federal statute or regulation relating
to sport fishing or to provisions of sport fishing quide-
outfitter, sport fishing outfitter, sport fishing assistant
gui de, sport fishing assistant guide, or sport fishing
transportation services;

-failing to file records or reports required by |aw,

-negligently msrepresenting or omtting a material fact on an
appl i cation,

-breaching an agreenment with a client;

-failing to conply wth Jlimtations or conditions of the
prof essional practice of the |icensee;

-as well as the ability to:

-i npose certain di sci plinary sancti ons, singly or in
conbi nati on

-permanently revoke a license or suspend a |icense

-censure or reprimnd

-inmpose limtations or conditions

-inpose requirenents for renedial professional education

-i mpose probation

MR. PAW.OMNSKI said a lot of these were taken from the Big Gane
Commercial Services Board. Again it creates the ability to have
a separate line of enforcenent in the community when people are
bad operators and to have a place for the public to conplain to.
On page 12, line 2, the civil fine that can be levied under this
section cannot exceed $5,000, which is standard for a lot of
commerci al service-type boards.

3:57:25 PM
SENATOR STEVENS asked if the fine cap is for a single fine or a
maxi mum

MR. PAW.OWSKI said he would provide an answer after he checks
with Legislative Legal.
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He continued that |anguage on page 12, line 24, relates to
unl awful acts that have been defined. Wen the working group was
devel oping the draft, this kind of |anguage related to things
t hat peopl e were concerned about happeni ng. For exanple, on page
12, lines 25-27 - to intentionally obstruct or hinder, or
attenpt to obstruct the lawful sport fishing engaged by a person
who is not a client of the person (on a crowded river soneone
conmes in and pushes soneone else out of the way) - this is the
type of bad behavior the board would have the ability to deal
with. Knowingly guiding or assisting the guiding outside the
unit where the person is licensed is another type of bad
behavi or on page 13, lines 9-11. He said drafting related these
provi sions back to specific requirenments of |icenses.

SENATOR WAGONER said Charlie Swanton, Director of the D vision
of Sport Fish, Al aska Departnent of Fish and Gane (ADF&G, was
on line to answer questions.

MR. PAW.OWSKI said he neglected to nention that on page 13,
lines 26-27, a person presenting thenselves as a master sport
fishing guide outfitter without being one is an unlawful act. He
explained within the guide outfitter provision on page 6, lines
14-29, a special subset of the guide outfitter |license is
created called a master sport fishing guide |I|icense. The
i nportant requirenments there (on page 6, |ines 21-25) are having
been a sport fishing guide for 12 of the last 15 years and then
getting letters from 10 clients that would allow sonebody to
advertise thenselves as a master guide. This license carries no
additional powers and no additional responsibilities; it seens
to be nore of an advertising concept that was put into the bil
as it canme out of the task force working group. He added that
you cannot represent yourself as a master guide unless you have
actually received the master guide's |license.

4:01:19 PM

Page 14 is the responsibility section. It spreads the
responsibility for violations of one of the responsibilities of
those licenses equally across the difference license classes.
Page 15, lines 26-31, addresses |icense examnations and fees
under the current program in the ADF&G that are fixed. This is
what has led to the revenue problem that the fiscal note
identifies and this language is a significant departure from
existing statute. It would give the Departnent of Conmerce,
Community and Econom c Devel opnent (DCCED) and the board the
responsibility for adjusting the fees based on the anount of
revenue needed for the program so that the program itself can
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becone self sustaining, and so that the industry being regul ated
will be paying the state for the cost of the program

4:02:26 PM
SENATOR W ELECHOWSKI asked if this would apply to regular sport
fish licenses.

MR. PAW.OASKI answered no; this is particularly for guide, guide
outfitter, transporter, and assistant guide |icenses - people
involved in the conmmercial use of fish

SENATOR W ELECHOWSKI referenced the annual $1.1 nmillion fisca
note and asked if they assunmed a gap would occur that would need
an appropriation.

MR. PAW.OWNSKI answered under the DCCED enough fees have to be
collected to pay for the cost of the prograns. So, on page 1 of
the fiscal note, under "revenues and funds sources,” it's all
"fund code 1156 receipts supported services." There are no
general funds in this program he stated.

SENATOR PASKVAN asked how nmany licenses wll be issued for
cal cul ating the amount of the fee.

MR. PAW.OASBKI replied about 3,500 licenses within the state or
about $300 per license (back of the envel ope cal cul ation).

SENATOR PASKVAN asked if there is an intent to limt the nunber
of licenses and would that bar some people from becom ng
assi stant qui des.

MR. PAW.OMNSKI replied that there is no intent for |[imted entry;
and in order to get there, a finding would have to be nade by
the Commercial Services Board. But they are concerned if there
were to be a limted area, then there mght be a problem with
assi stant gui des noving up. They are trying to work on | anguage.

SENATOR W ELECHOWSKI asked how many people who are currently
performng this type of work will not go ahead and get the
license.

MR. PAW.OASKI replied that he didn't have that figure, but he
woul d be happy to get some analysis of whether there has been a
change in the nunber of guides on an annual basis from the
moment the guide licensing program was initially created in
2004.

SENATE RES COW TTEE - 9- February 7, 2011



4:06: 10 PM
CO CHAI R WAGONER suggested he check the drop in sport halibut
| i censees.

SENATOR STEDMVAN remarked that it appears that there is no tie-in
in this bill for situations where one or nore sport fish guides
are egregious in their violations while being directed by | odge
owners. How was that going to be handl ed?

4:07: 32 PM

MR. PAW.OASKI thanked him for that suggestion. They may have not
captured that concept; the concept being that the |odge owner
woul d perhaps be a sport guide outfitter, and that is in the
responsibility section that links the |icenses back together so
the outfitter can be held responsible for what the assistant
guide is doing while under their enploy.

He went on to explained that Article 4 on page 16 contains the
definitions. The nost inportant definition is for "conpensation"
on lines 21-29. Since licenses are linked to providing sport
fishing or sport fishing services for conpensation, the
definition of this word is very inportant. He is currently
reviewi ng different suggestions for it.

Sections 4, 5, and 6 are conformng since such a substantive
change is being done to the |icensing system Section 8 on page
22, lines 4-8, addresses sunsets and repealers. Section 10 is
fairly standard |anguage for transitional appointnments when a
board (Sport Fishing Guide Board) is being created. You want to
stagger ternms so that nenbers aren't all com ng up at once.

Section 11 is accepting applications; and he noted they need to
do a better job with the transition provisions to nake it easier
for existing guides to transfer from the existing framework to
the proposed one in DCCED, if this were to pass. There is
concern that the transfer would provide a |lot of opportunity to
deny a lot of people licenses, and that is not the sponsor's
i ntent.

Sections 12-14 are effective dates related to different
provisions in the bill, and are part of the transition framework
they are trying to do a better job of working on. Those dates
will change as they try to figure out how quickly the DCCED can
fulfill this mssion.

4:11:47 PM
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SENATOR STEVENS sai d he has serious reservations about the bill.
He has received many communications saying it is not needed or
want ed.

At ease from4:12 p.m to 4:14 p. m

4:14: 13 PM
CO- CHAlI R WAGONER announced he would hold SB 24 in conmittee.

SB  44- SOUTHEAST STATE FOREST

4:14: 28 PM
CO- CHAl R WAGONER announced the consideration of SB 44 and asked
for a notion to bring the bill before the commttee.

SENATOR STEDVAN noved to bring SB 44 before the commttee for
di scussi on purposes. There were no objections.

4:15: 34 PM

CHRI'S MAI SCH, State Forester and Director, Division of Forestry,
Department of Natural Resources, supported SB 44. He stated that
SB 44 is an effort to ensure that l|ocal tinber processing
continues to be part of the econony in Southeast Al aska. The
majority of tinmber in southern Southeast is on federal |and, but
because federal tinber sales have declined dramatically, |ocal
mlls now depend heavily on state tinber for survival. Demand
for Southeast tinmber to supply wood energy is also increasing,
further raising the inportance of securing a tinber base in this
region. For exanple, Sealaska Corporation recently installed a
wood pellet boiler at their headquarters in Juneau.

He explained that |last year the legislature passed SCSHB
162(RES) that established the 25,291-acre Southeast State Forest
that will be managed as an integrated unit and according to
state forest managenent plans. SB 44 would add an additional
23,181 acres of state lands to the Southeast State Forest from
state lands currently available for tinber harvest. The Division
of Forestry would then be able to mnmanage 48,472 acres of
Sout heast State Forest lands for a long-term tinber supply and
retain these lands in state ownership for nmultiple uses. The
2009 forest inventory supports this request.

MR. MAISCH said that the Departnent of Natural Resources (DNR)
manages over 159,000 acres of wuplands in southern Southeast.
Ti mber managenent is allowed on about one-third of this [and and
it is actively managed to supply wood to |ocal processors. The
remaining land is designated primarily for other uses -
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including land sales, recreation, water resources, and fish and
wildlife habitat. Over 25,000 acres is legislatively designated
as state parks, refuges, and public use areas.

Mich of the state-owned tinber in Southeast is second growh
tinber that, if actively nmanaged, can provide nore volune per
acre on shorter rotations and can result in inproved deer
browse. Thinning is a long-terminvestnent and is only justified
if the land will continue to be available for forest nanagenent
activities.

The proposed 23-parcel addition to the State Forest includes
general wuse lands totaling approximtely 23,100 acres on Prince
of Wales, Tuxekan, G avina, Kosci usko, Revilla, Wangell
Suemez, Mtkof, Kuiu, Dall, and Zarenbo Islands. Six of these
parcels are adjacent to or near existing state forest parcels.
The Division of Forestry worked wth the D vision of Mning,
Land, and Water (DML&WN to identify and exclude lands that are
priorities for the state | and di sposal program

Consultation was also initiated with the University of Al aska
Ofice of Statewde Land Mnagenent and senior University
officials. A key difference between a state forest designation
and a transfer of |ands as proposed by previous legislation is
the continued long-term public ownership of these |ands as
opposed to ot her devel opnment uses.

MR. MAISCH said the division also consulted with the Al aska
Department of Fish and Gane (ADF&G to ensure there was interna
alignnment on the list of proposed parcels - and there is.

Fish habitat and water quality are key conponents of the Forest
Resources and Practices Act (FRPA), he said, which have a suite
of regul ations that would apply to managenents of these parcels.
There is a no-cut 100-foot m ninmum width on both anadronous and
hi gh-value resident fish streans. The next 100-300 foot zone
allows tinmber harvest if it mintains inportant fish and
wildlife habitat. In addition, area plans also provide for 300-
500 foot coastal buffers with additional reconmendations for
speci fic parcels.

Wen the Forest Managenent Plan was developed, M. Misch
expl ai ned, a key consideration for the Neets Bay parcel was to
mai ntain water quality and quantity for the fish hatchery at the
head of the bay. Dialog with the Southern Southeast Regional
Aquacul ture Association (SSRAA) is ongoing concerning this bill.
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The Sout heast State Forest would be managed as part of the State
Forest System set forth in AS 41.17.200-.230. Subsection
41.17.200(a) reads in part:

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

MR. MAISCH said in addition to tinmber managenent, State Forests
are open to nultiple wuses including wldlife habitat and
harvest, mning, transportation, recreation, and tourism State
Forest |ands would be nanaged consistent with the nmanagenent
intent under the current Prince of Wiles Island and Central
Sout heast area plans, which have both been recently updated.
Changes in rmanagenent I nt ent would require public and
i nt eragency review through adoption of a state forest nanagenent
pl an under AS 41.17.230.

He said one of the other denands on state land in southern

Sout heast IS to fulfill | and entitlements for new
muni cipalities. To avoid conflict with the Wangell Borough
entitlement, the bill specifies that the new Wangell Borough

may select state forest land from within the borough boundary.
This boundary enconpasses three parcels in the existing state
forest - Crittenden Creek, Bradfield Canal East and West, and
four parcels in the proposed additions - the Eastern Passage,
Pat Creek, Pat Creek Uplands and Earl West Cove.

If additional nunicipalities are incorporated before June 30,
2019, land that was vacant, unappropriated, or unreserved before
the state forest was established would be included in the
cal culation of the municipal entitlenent acreage, but may not be
selected. So, there is one key difference between the W angel
exception and others: Wangell can select fromlands within the
State Forest and others cannot, but it wouldn't affect their
total calculation for entitlenent.

MR. MAI SCH said DNR has briefed nany statew de groups including
the Board of Forestry, Southeast Conference, |ocal governnents
and the diverse groups participating in the Tongass Futures
Round Table process, and these discussions wll continue. To
date the Gty of Coffman Cove, the Resource Devel opnent Counci l
the Al aska Forest Association, and the Alaska Chapter of the
Society of Anerican Foresters have sent l|letters of support, and
t he Sout heast Conference passed a supporting resol ution.
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4:25: 06 PM
SENATOR W ELECHOWSKI asked if he foresees additional requests.

MR. MAISCH replied that he believes this 23,000 acres will be
the last increnment, mainly because this would add-in the [|ands
that have been identified through the area planning process as
"GUNs" and have forest managenent intent as their key purpose.

SENATOR W ELECHOWSKI noted that AS 41.17.210 says the governor
"must include a report and recommendations that include, anong
other things, an estimate of the full cost of inplenentation of
an operational forest inventory and managenent plan.” He said
none of this was in the legislation creating the State Forest
| ast year. The CGovernor's transnmittal letter said that this wll

enabl e managenment to "increase long-term tinber supply...to
provide near-term jobs and pre-commercial thinning." So it
sounds like there will be some need for noney and the fiscal

note doesn't say that.

MR. MAI SCH replied because of the area planning process, these
| ands have been identified for forest managenent for nmany years,
so the division has already been managi ng these |ands for that
purpose. They updated the forest inventory in 2009 that
establishes the allowable cut for these lands and actually had
to reduce it based on better inventory information. That
particular inventory was funded with a CIP to the Division of
Forestry. The fiscal note is zero, he said, because their
ongoing work is already funded to do forest nanagenent planning
activities; the division already has a forest planner and staff
that would do the work. They already have funding for sone pre-
comer ci al thinning activity and for running the tinber
managenent prograns they already have in place in Southeast. The
key difference is this bill allows them to do aggressive pre-
commercial thinning on young growth stands so that production
wi |l be doubled on the sane acreage of land in the future. R ght
now the allowable cut is 8.5 mllion board feet.

4:28: 35 PM

SENATOR W ELECHOASKI asked if the plan is to work on the young
growh, why are 52 percent of the selected acres old growh
forest. WIIl you harvest that?

MR. MAI SCH answered yes; the old growh wll be harvested over
time as part of the allowabl e cal cul ation.
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SENATOR W ELECHOWSKI asked how rmuch of the old growmh is planned
to be harvested.

MR. MAI SCH answered that sone will depend on the |ocation of the
stands and econom c conditions. Their current 8.5-mllion foot
al l omabl e cut is nmanaged on a "decadal" basis. In any given year
t hey can be bel ow or above that 10-year average, but over the 10
year period they have to be at the same |evel of harvest. For
exanpl e, when USFS sales were cut drastically a few years ago,
he started a "bridge tinber progrant consisting of trees that
hadn't been cut to the maxi num each year. Kl awock's Viking Saw
MIIl continued to operate on this basis. Over tine, a good
percentage of the old growh tinber will be harvested on the
State Forest |and.

4:30: 48 PM

SENATOR W ELECHOWSKI said Hook Arm is 595 acres, 590 of which
are old growth; and Rowan Bay has 402 acres, 390 of which are
old gromth and 12 are nuskeg. It looks like that is all old
growh that will be harvested.

MR MAISCH replied yes; but they won't know what the final
harvest acreage will be until a site-specific plan is done.
Their planning process requires having sales on a five-year
schedul e, which is reviewed by both the industry and the public.
Then they have to wite a forest land use plan that is a site
specific plan for the tinber sale. That is when they |ook at
econom cs, roading, and access in a nmuch nore detailed nmanner.
So, he didn't know for sure if the full acreage would be
harvested of those two, but nore than likely a full percentage
will be.

SENATOR W ELECHOWSKI asked if he knew what mll this old growh
ti mber on Hook Arm and Rowan Bay would be going to. Does DNR
anticipate selling this old growh only as a negotiated sale for
| ocal manufacture or could it be sold to the highest bidder and
exported in the round?

MR. MAISCH replied that nore than likely it would go to an
exporter because of the location of the sales. He explained that
the southern Southeast tinber industry has two conmponents; one
is local manufacture with mlls both md-size and very small,
and the other is round-log export. He explained that the two
wor k together. The export log is two to three tines the val ue of
a donestic |og.
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He said it has long been the policy of the State of Alaska to
try and support domestic manufacture. The state cannot actually
restrict round | og export or have a primary-manufacture rule on
t he books (which was tried in the late 70s and went all the way
to the Suprene Court resulting in a decision that the state
cannot regulate interstate trade). Instead, policies were put in
pl ace that encourage high value-added nanufacturing whenever
possi bl e. But when the purchaser purchases these logs for these
smal | businesses, it helps their cash flow to be able to market
the log to its highest and best use. So, sonetines sone of the
|l ogs they purchase will be sold as round logs and go to the
mar ket pl ace which could be the US Wst Coast, China or Japan.
They get charged for an export price if they do that, but the
donmestic price is nmuch lower. He said another Southeast conpany
primarily does round |og export, but they trade some of their
| ogs to donestic manufacturers, so "there's very nmuch a give and
take going on in the |log market."

4:34:55 PM
CO CHAIR PASKVAN noted the letter from the Southeast Al aska
Conservation Council (SEACC) expressing concern with the bill

and offering what they think is a nore bal anced approach.

MR. MAI SCH responded that he had seen the letter and is aware of
nost of the issues it raises. He tried to address sone of those
in his testinony. He explained that the state is a very small

land owner in Southeast Alaska; it's 98 percent federa

ownership. The federal governnment has set aside |arge anmounts of
land in wlderness areas, parks and other reserves that allow
very little other types of nmultiple wuses for resource
devel opnment. The state is trying to keep the tinber industry
alive in Southeast with a limted amount of resources.

CO CHAI R WAGONER asked how many acres the US governnment hol ds
title to in Southeast Al aska that is harvestable forest | ands.

MR. MAISCH replied the 2009 Tongass Land Managenent Plan all ows

commerci al devel opnment to take place on under 1-mllion acres.
The Tongass is 98 percent of southern Southeast and the
allowable cut is 260 mllion feet. The plan has three phases;

the state is in phase 1 now, and that should allow up to 100
mllion feet to be harvested annually. The feds sold under 12
mllion feet in their worst year. He remarked that the state
sold nore than they did off of less than 2 percent of the |and
base.
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SENATOR WAGONER asked how old npbst of the second growth tinber
iS.

MR. MAISCH replied it varies, 25-30 years, which is still a ways
from being mature enough to harvest. Pre-commrercial activity can
be done by the tine tinber reaches 15-20 years old. The rotation
ages for the tinmber right now are 100 years and that can be
shortened to 60 years on very good sites, but 80 years is
probably a nore accurate nunber to use for second growmh in the
future.

CO CHAI R WAGONER asked if anyone is putting in a pellet mlIl in
Sout heast .

MR. MAI SCH answered no; sone people have discussed the concept,
but the biggest issue is a stable tinber supply and until that
changes, it's wunlikely anyone would neke the investnent that
woul d need to be nmade to build a new wood production facility in
Sout heast .

4:39: 27 PM

SENATOR STEDMAN stated that in Southeast it's also a demand
issue, and the transportation corridor is rather difficult
because of the water and nountains. He asked M. Miisch to
explain the all owable cut going into perpetuity.

MR. MAISCH replied that currently the allowable cut is about 8.5
mllion feet. Prior to the inventory update, it was about 13
mllion feet. As they convert over to a young growth nanagenent
on these lands, the volume w Il approximately double or triple
depending on the site. At sone point in the future the all owable
cut will be 60 million feet off the sane acreage. That tinefrane
is 30-40 years out, and will depend on how fast the old growth
is converted to young grow h.

SENATOR STEDWVAN recalled that Viking is about 35 mllion board
feet a year.

MR MAISCH replied that Viking Lunber runs about 20 mllion
board feet a ship, so they can run up to a 3-ship basis. They
haven't done that for many years because of supply. Viking is
the mll they hel ped supply bridge tinber to.

4:41: 04 PM
SENATOR STEDVAN said that's the only mlIl left in Southeast.

MR. MAI SCH agr eed.
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SENATOR STEDVAN stated in the schene of things, this is a very
small land expansion and the amunt of fiber that can be
produced off it is mniscule. And in particular, if the federa
forest continues to be shut down, this amount of volune off the

State Forest will keep extrenely small mlls running, but that's
all.

4:42:26 PM

MR. MAI SCH agreed; it would be difficult to support a mlIl I|ike

Vi king just off of state |and.

SENATOR STEDVAN asked him to expand on the inpact to really
small mlls if they decide to enlarge the state forest.

4:43: 26 PM

MR. MAI SCH answered that right now small mlls can be supplied
volunmes in various places in southern and northern Southeast
Al aska. Sone of the small mlls don't need a | ot, maybe a couple

dozen trees. The US Forest Service actually has a good small | og
program where they can actually provide small anounts of volune
to small saw mlls, too. Sone of these are very specially
oriented mlls that use high-grade spruce or cedar for other
val ue- added products I|ike sound boards for pianos and guitar
stock. Small mlls produce |locally-used products that are

typically not exported. The best exanple is Icy Straits that
produces very high-quality |log cabins out of cedar. The cost of
transportation is the |argest inpedi nment.

4:46: 29 PM

CO CHAIR WAGONER announced that SB 44 wuld be held in
commttee. There being no further business to cone before the
comm ttee, Co-Chair Wagoner adjourned the nmeeting at 4:46 p. m
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